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Letier of Transrnitial

i"‘y _Or egon Public Employees Rﬂnm}e:ﬂggm

11410 5., (:Hﬂil-'arkway
Tiggeard, OB

Mailing Address:

T Box 2370

Tigard, OR 9.281-3700
{505} 5OB-F277
December 10, 2002 TTY (53 H3-FFod

John AL Kidhaber, M2, oo

Public Employees Retirer erd B oard
Oregon Public Employees Retitement System
Tigatd Oregon P7281-3700

We ate pleased to submit the Comprehensive Annual Finaneial Report (CAFR) of the Oregon Public Employees
Retirem ent System (PERS o “the Swstem™) for the fiscal year ended June 30, 2002 PERS management is responsitle for
hoth the accuracy of the data and the completeness and fairness of the preserdation, inchading all disclosxes.

The report iz divided into five sections: (1) an Introductory Section, which cortains this transmittal letter, the Chair’s
Repott, administrative organization, and the Certificate of Achiewemert for Excellence in Financial Reporting; (27 the
Financial Section, which contains the Independent Auditor’s Report by the Oregon Audits Division, Management's
Discussion and Analysis, the financial statements of the System, and certain required supplementary information, (30 an
Investm ent Section, which contains the [ivestment Officer’ s report on investment activity, investn ert policies, investm ert
remults, and vatious invvestment scheduales; () the Actiarial Section which contains the Actiary’s Certification Letter and
the results of the bietual actuarial waluation; and (5) a Btatistical Section, which includes significant PERS data.

Thiz repott includes all funds over which the Public Employees Retitement Board (Board) exercises authority. These
funds were established to provide retirement, death, and dizability benefits to members, administer retiree health insurance
programs, and oversee the state-sponsored deferred compensation program . PERE currently provides services to over
300,000 m embers and retirees and to 261 employers.

Ilajor Initialives

Three m gor events and initiatives dominated PERS during the past wear and will most likely dominate PERS into the
next yeat. First, the Board adopted a new policy to incorporate the latest moortality assumptions in the actiatial equivalency
factorsused to calmilate most member benefits. At fhis time, the concept is still in the rule-making process which is expected
to be completed before the end of 2002, Depending on the specific application of the Board s policy, the rule will potentially
lower System costs by between $775 million to $2,300 million In preparation for potential court challenges to the Boards
action, the Oregon Legslatwe directed that any legal action will ke remanded directly to the Oregon Supreme ©owt for
quicker resolution

The second dominant event that has affected and will contine to affect PERS iz the preliminary niling by the Marion
C oty Cirewt Cowt that the Board misapplied 1999 earnings in its earnings crediting decision and did not implem ent
updated actuarial equivalency factors in a tim ely m arner. In addition, the Court’ s tentative riling stated that the Board has
misinterpreted a specific set of statutes when calouating member benefits. As of this date, the final ruling has not been
igsued and no decision has been made by the Board whether to implement the Cowrt rling, negotiate a settlement or appeal
the decision. Fiscal imparts from the Court rding can be minor of significant depending on the final outcome of the legal
ftocess.

Lastly, in 2002, the Board imtiated a strategy to modernize and streamline its operations and data processing systems.
Funding for PERZ initial plan, submitted in 2001, was not approved by the Oregon Legidature. As a result, PERS
submitted a new plan that will simultaneously stabilize its declining system s, bring in new technologies to replace the older
system s and augment and train current information technology staff so that they can operate in the new technological
etrrirorum et This strategy will be divided into a series of projects that are expected to contitae incrementally through 2008
I1n 2002 the Oregon Legislature approved over §7 million in funding for the first set of related projects.

Finaeisl Inform alion

The financial inform ation contained in this document is preserted in conform ance with reporting requirem erts of the
Goverrunental Accounting Btandards Board (GAZR) Statements 25 (defined benefit pension plang), 26 (postemploym ent
healtheare plang), and 32 (deferred compensation plansg). During the year ended June 30, 200%, PERE adopted GASE
Statern ert 34, “Basic Financial Statem erts and Management’ s Discussion and Analysis for State and Local G overtunents™
We would like to direct your attention to Managem ert’s Dismussion and Analysis which begins on page 12.

:2:
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hfernzl Covfrols

Managem ent iz responsible for establishing and mairtaining a system of internal controls to protect PERE assets from loss,
thefl, or misuse and to ensare that adecquate accourting data is compiled for the preparation of financial statem ents in conformity
with generally accepted accounting principles. This internal control system provides reasonable, bt not absolute, asswrance that
these objectives are met.

Fumding

Member contribntions ave set by statute at 6.0 to 7.0 percent of covered salary. Employer contributions have been established
by actuarial valuations conducted biermially on odd-numbered calendar years. PERS funding oljective isto meet long-term
benefit promises through contribitions that rem ain approzimately level as a percent of employer payroll. If the lewvel of funding is
adequate, the ratio of assets acoumulated to total liabilities will increase and more incom e will be available for investm ent.
Prudent investment of assets and the retumns on those investm erts should increase the funding base and allow for a more stable
et pl oyer contribndion rate. While recent irvvestirent losses have caused erosion in the funded status of PERS, the System
cotinues to be a well-funded pension system with a funded ratio of 87 percent (see page 57

hvesfments

The Oregon Inve stm ent C ouneil (OIC7 has statutory authority (ORE 203701 to establish palicies for the investm ent and
reinvestment of PERS funds The prim ary irvestment obj ective of the OIC 15 to make PERS irrrestment funds as productive as
possible. Atthe same time, the OIC acts az a prudent irvestor in the moanagement of the PERS portfolio. Descriptions of specific
OIC policiesregarding diversification, performance objectives, fees, and asset allocation are found on pages 44 through 50

Oither Inform atiog

Frofessional Services

Professional consultarts are appointed by the Board to perform services essential to the efficient operation of PERE. The
audit opindon from the Oregon Audits Division and certification from the PERS actuary are included in this report. The
conmdtants appointed by the Board are listed in the orgarizational chart onpage 7.

Cerfificate of Ackigvemert

The G overrunent Finance Officers Association of the United 3tates and Canada (GFOA)Y awarded a Certificate of
Achievement for Excellence in Financial Feporting to PERE for its Comprehensive Annual Financial Report (CAFR) for the
fizcal year ended June 30, 2001. The Certificate of Achievement is a prestigious national award recognizing corformance with the
highest standards of preparation of state and local goversm ent financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently
orgarized CAFR, whose contents conform to program standards The CAFR must satisfy hoth generally accepted accounting
principles and applicable legal requirements.

& Certificate of Achievement is walid for one year only. PERS has received a Certificate of Achievement for the last 11
cofigecitive years. We believe our current report contitnaes to conform with the Certificate of Achievement program requirem ents,
atd we are submitting it to the GFOA

Aclowliedgments

PERE intends to provide complete and reliable inform ation as a basis for making managem ent decisions, to dem onstrate
responsible stewardship of assets contributed by members and their employers, and to comply with legal provisions. The
compilation of this report reflects the combined efforts of the PERE staff. Special recognition is extended to Gene Chouinard,
CP& who coordinated the compilation of the report.

This report is being mailed to all PERE employers. Sumim ary financial inform ation will be reported in the PERS newsletter,
Ferspectives, whichis distributed to active and retired members.

The cooperation of PERS employers contritates significantly to PER3’ success and is greafly appreciated. We would also
like to express our gratitude to the staff, the Board, the adwisors, and the many other people who wotk so diligenfly to assure the
successful operation of PERE.

Respectfully submitted,

LV b LaL A

Tam es M. Voytko Daled O
Executive Director Chief Financial Officer
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Certificate of Achievement

Certiticate of
Achievement
for Excellence
in Financial

Reporting

Presented to

Oregon Public Employees
Retirement System

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2001

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting

and financial reporting.
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Oregon Public Evap bivees Retivemend Sysdemn

Chair’s Report

Pablic Emploryee: Retifaim e Sysbein

Headqua riem:
1141P5W. SBth Parkway
Tiggrd, OR

Malling Acdress:

RO. Box 23700

Tigard, OR 97251-3700
{505) 5a-1 77

TTY [503) 500-P750

Decemher 10, 2002

Dear Board Members:

The 2001-2002 fizcal vear challenged PERS wiath poor market retums and a growang unfunded actuarial
liahility.

The Board is concerned ashout the losses incurred by the fand as a result ofthe declining stock market. We are
fully aware ofthe effects ofnegative retums on employers, members who participate in the variable fund, and Tier
Two memhbers. However, while investment markets declined sharply in late 2001 and 1n 2002, the plan’s ahility to
sustain benefits 15 not in question.

The Board has decided to have antal actuanal valvations so more cutrent financial perfommance information
1z avalable.

The Board’ s concerns shout the wolatility in emplover rates expenienced by some local governments were
addressed by admimstrative rule and codified by the legislature. Local government employers can now pool assets
and liabilities for rate sething purposes to obtain greater rate stahility. Pooling helps mitigate the impact on
emplover rates due to demographic changes in their workforces. Unfortunately, pooling has little impact on rate
chanzes due to investment performance.

Ongoing litization remans a concern to the Board and we awat the final outcome of the City of Eugene ws.
FEERS trial. In the case, the petitioning emplovers claimed their 1998 and 2000 contrbution rate onders were set too
high. The plantiffs also contended that the distibution of the 1999 earmngs fund (the 2000 earnings dlocation
order) was an improper use of the Board’s admimstratve discretion. Whatever the outcome, the Board will seek to
resolve 1ssues resulting from the judge’s ruling,

Three special legizlative sessions were he%d during the fiscal year ending June 30, 2002, The legislature passed
HE 4062, which provides for direct revi ew by the state Supreme Court of any legal challenges to the Board's
decizsions regarding modifications of actuanal equivalency factor takles. The Board has heen studyving actuan &
equivalency factors and the need to implement modern mortality tahles in henefit calculations.

Twn key task forces were formed to examine PERS and make recommendations to the upcoming 72nd
lemslative session. Covernor John Kitzhaber 15 chair ofthe Govemor’s Task Force on PERS and Eepresentative
Tim Knopp 15 channg the House Special Task Force on FERS Sustanability and Accountability

Legislative, stakeholder, and mediainterest in PERS escalated this vear. FERS staff responded with detaled
analyses and reports that provide insight into Oregon’s complex refirement system. Cuestions posed by Senator
Dawid Melson, Representative Tom Butler, and Representative Lane Shetterly were answered 1n a series of letters
written by Executive Director Jim Vovtko.

Fecent lemslation added a 1 2th member to the Board and dtered the composition of the Board to six public
sector members and six pavate industry members. The six private trustee members cannot be PERS members and
at least three ofthose members musthave experience in investing or pension managernent. The transition to the
new structure has hegun with the addition of Janice Deringer, an investment consultant who manages her own
COmpany.

There are now approzmately 40,000 public empl ovees eligible to retire. This upward trend wall continue as the
baby boomers age,

The Board 15 concerned ahout the degrading 1980s-era information technolooy system infrastructure ot FERS
and will seek appropriations to transition to a new system.

Forthe 11th consecutive vear, the Government Finance Officers Association awarded PERS the Certificate of
Achievement for Excellence in Financial Reporting for the agency’s Comprehensive Anmual Financial Eeport. The
Board realizes the exceptional effort required to garner this award and congratulates Fiscal Services for its
outstanding worls,

Sincerel v
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Public Employees Hetirement Board

FPatrir i Brown

Dawn AMorgan
Chair
Term expires 9-19-2004

Christine Brewn
Vice-Chair
Terrn expires 2-15-2004

Steven Bjerle
Terrn expires 12-15-2002

Tertn expires 9-15-2001

b |

Mark Gardiner
Ter expires 9-30-2002

E lizah eth Hare hendoe
Tertn expires 12-15-2002

Jeure Crarst
Terrn expires 9-20-2004

Jamire Dexringex

Tern expires 1-15-2005

Emdile Holenian Gearge Russell
Term expires 9-15-2001 Term expires 6-30-2003

Tedd Sclwartz

Glenm Harrison
Term expires 12-0-2002

Term expires 6-30-2003

Public Employees Retivement Board
The Public Employess Retiternent B oard is made up of 12 members. All are appointed by the govermor and confirmed by

the Senate. Terms are three vears. Board members whose tertns have expired are still serving as of June 30, 2002, pending

replacement appointiments being confirmed by the State Senate,
sz of the Board members rmust represent the private sector. Stz of the members must represent the public sector. OF the

sx public sector members, one must be fom state management, one st hold eective office, and four st be form col-
lective bargaining units. Ofthe sx public sector mesnbers, one toust be retired.

g
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Pauh bie Emplovees Retivement Hoand

James B Voyido
Exeoutive Director

Cregon Puble Employess Retivement Svetem
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10«

OFFICE OF THE AUDITS DIVISION
SECRETARY OF STATE Cathy Pollino

Bill Bradbury Director
Secretary of State

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

Auditing for a Better Oregon

The Honorable John Kitzhaber, M.D.
Governor of Oregon

254 State Capitol

Salem, Oregon 97310-4047

The Board of Trustees

Oregon Public Employees Retirement System
11410 SW 68™ Parkway

Tigard, Oregon 97223

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying basic financial statements of the Oregon Public Employees
Retirement System (PERS), as of and for the year ended June 30, 2002, as listed in the table of
contents. 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 auditing standards generally accepted in the United
States of America 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.

As discussed in Note 4, the basic financial statements present only the Oregon Public Employees
Retirement System (PERS) and do not purport to, and do not, present fairly the financial position
of the state of Oregon, and the changes in its financial position for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of PERS, as of June 30, 2002, and the changes in financial
position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The management’s discussion and analysis and information listed as required supplementary
information in the table of contents are not required parts of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We

255 Capitol Street NE e Suite 500 * Salem, Oregon 97310
INTERNET: Audits.hotline @state.or.us * http://www.sos.state.or.us/audits/audithp.htm
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have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of PERS. The accompanying supplementary
information, designated as the supporting schedules, introductory section, investment section,
actuarial section, and statistical section in the table of contents is presented for purposes of
additional analysis and is not a required part of the basic financial statements of PERS. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly presented in all material respects in relation to
the basic financial statements taken as a whole. The accompanying supplementary information
listed above has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

In accordance with Government Auditing Standards, we have also issued our report dated
December 10, 2002, on our consideration of the Oregon Public Employees Retirement System’s
internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit. That report is separately presented as an other
report, as listed in the table of contents.

OREGON AUDITS DIVISION

e

Bill Bradbury
Secretary of State

December 10, 2002

elle
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MARAGEMENT'S DISCTURRTION AND ANALYRIS

This section presents rranagement’s discussion and analysis of the Oregon Public Employees Retirermnent Systern’s (FERS or
“the System™ financial performance during the fiscal year that ended on June 30, 2002, Flease read it in conjunction with the
transmittal letter on pages 2 through 3 and the financial statements.

OYERVIEW OF THE FINANCIAL STATERMENTS AND ACCOMPANYING INFORMATION

1. Basic Financial Statements. The System presents comparative financial staternents as of June 30, 2002 and 2001,
prepared on a fill acoraal basis They are:
a. mtaternents of Fiduciary MNet Assets
b, Staternents of Changesin Fidudary MNet Assets
c. Motes to the Financial Statements

2. Reguired Sypplementary Toformaation The required supplementary infortmation consists of
a.  mchedules of Funding Progress
b, Schedules of Employer Contributions
c.  Motes to the Fequired Supplementary Information

3. Other Sopplementary Schesiules.
a.  Combining schedules showthe detailed components of the Defined Benefit Pension
Flan and Posternpl oyrnent Healtheare Plan,
b, Other schedules include detailed information on administrative expenses incurred by
the Systemand a surntnary of investment fees, commissions, and expenses.

The hasic financial statements contained in this CAFE are desciibed bel owr

The Staternents of Fiduciary Met Assets show a point-in-titne snapshot of account balancesat fiscal year-

end. They report the assets available for foture benefit payments and any current liabilities as of the statement date.
The liabilities do not include the actuarial value of future benefits, Met Assets (Assets - Liabilities =Met Assets)
represent the walue of assets held intrast for payment of pension, posternployment healtheare, and deferred
compensation benefits.

The Staternents of Changes in Fidudary Met Assets show the sources and uses of funds during the fiscal year, where
Additions - Deductions =Met Increase (or Decrease) in Met & ssets. This Met Increase (or Decrease) in MNet Assets
illustrates the changein net assetzas reported inthe Statements of Fiducary Met Assets from the prior year to the
Current year

The financial staternents are prepared based on an economic resources focus and accrual basis of accounting in
accordance with Govemmental Accounting Standards Board (GATE) pronouncerments.

The notes to the financial statements, beginning on page 20, arean integral part of the financial

staternents and include additional detailed information and schedules to provide a better understanding of the
financial statements Information in the notes discloses the System’s organization, benefits and contributions, how
aszet wvalues are detenmined, and contingencies and comritments.

Because ofthe long-term nature ofa defined benefit pension plan, fnancial statements alone cannot provide sufficient
information to propedy reflect the ongoing plan perspective. Therefore, in addition to the combining financial staterments
explained abowe, this CAFR includes two additional Regquired Supplementary Information schedules wath historical trend
information.

The Schedules of Funding Progress, page 32, contain actuarial information about the status ofthe plan from an
ongoing, long-term perspective, in the accummulation of sufficient azsets to pay pension and postemployment
benefits when due. Actuarial Liabilities in excess of Valuation Assets indicate that insufficient assets have been
accutmilated to fund the future benefits of current members and retirees.

The Schedules of Ernplover Contributions, page 33, contain historical trend informmation regarding the value of
total antual contributions emaployers must pay and the actual contributions by emplovers in meeting
thiz requirernent.
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The Motes to the Required Supplementary Information provide backaround inforrmation and explanatory detail
to aidin understanding the required supplementary schedules.

The Schedules of Plan Met A ssets and Schedules of Changes in Plan MNet A ssets, pages 35 through 38| display the
cotnponents of the defined benefit and posternployment healtheare plans.

The Schedule of Administrative Expenses and Schedule of Payments to Consultants on page 39 show the costs of
tnanaging the Systetn. The Surnmary of Investment Fees, Corntrnissions, and Expenses on page 40 provides the detail of
inwestrnent-related expenses included in the line itern Inwesttnent Expense reported in the Staterments of Changes in Fiduciary
Met Aszets.

FINANCIAL HIGHLIGHTS

PERS" assets exceed its liabilities at the close of fiscal year 2002, with $35,295.5 million held in trust for pension,
posternployment healtheare, and deferred compensation benefits

Fiduciary net assets decreased by $2,794 4 million (7. 3 percent) during the fiscal year, primarily due to declines in
equity tmatlzets at home and abroad.

PEES" funding objective is to meet long-term defined pension benefit obligations and healthcare benefits. As of
Decernber 31, 2001, the date ofthe latest actuarial waluation, the funded ratio of FERS was 87 percent. In general,
this tneans that for every dollar of future pension benefits due, PERS has approximately $0.57 of net assets available
for payrment.

Fevenues (additions to fiduciary net assets) for fiscal year 2002 were a negative $924 6 million, which incudes
metnber and employer contributions of $1,542.9 million and net losses from investment activities totaling $2.468.3
trillion,

Expenses (deductionsto fiduciary net assets) rose to $1,869 8 million during fiscal wear 2002 (7.1 percent) from
$1,745.3 million duing fiscal year 2001, Theincrease is dueto PERS paying pension benefits to more retirees
and increasing healtheare payments.

FIDUCIARY NET ASSETS

The following condensed comparative sutnrnaty of Fiducdany Met A ssets dernonstrates that the pension trust is primanly
focused on investtnents and net assets (reserves).

TABLE ]
FIDUCIARY NET ASSETS
(i o ons)

As of June 3k
Drefined Berefit Postempd oprment Diefery ed Compensation
Permion Flan Hedlbicate Plan Plan

2002 2001 2002 200 200z 4001
Cash andReceivables $ 033175 0§ L7794 § 441 § 373 § 12 $ 48
[treestments ot Fair Value 34,1394 37,0905 a0 667 5451 5812

Securities Lending Collateral 20915 21911 - - - -

Other 15 17 - - - -
Totdl Assets 305550 420687 120.1 1040 5463 5860
[treestment Purchases 26607 23069 1o 1.0 02 36

Secuities Lending Payable 20915 21011 - - - -
Other Payables 1611 1650 23 1.1 0.1 0.1
Total Liakilities 40223 4663.0 42 2.1 03 37

Total Met Agsels F 346336 0§ 374057 ] 1159 5 019 b Z4a0 ] S823
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Declining financial markets produced the second straight year of negative returns on PERS investments. The
net assets of the defined benefit pension plan decreased approzimately $2,772 1 million (7.4 percent) during the
year ended June 30, 2002

The et assets of the postemnployment healthcare plan increased approximately $13.9 million (13.7 percent) duting
the year ended June 30, 2002, primarnly doeto increases it contributions from plan members. Employer
contributions for the period actually decreased by $1.9 million (4.4 percent)).

The et assets of the deferred compensation plan decreased approzimately $36.2 million (6.2 percent) during the
year ended June 30, 2002, primarily due to a downturn in investment markets.

CHANGESIN FIDUCIARY NET ASSETSR
Revenaes - Additions to Fidaciary Net Assels

Additions to Fiducary Met Assets needed to finance retirernent benefits are acoumulated theough the collection of
etnployer and member contributions and through insrestment income.

Employee contributions to the defined benefit pension plan increased $21.3 million (5.7 percent) compared to
figcal wear 2001, Theincrease in member contributions is attnbuted to a continued increase in membership
and in salanes on which the contribution amounts are baged.

Employee contributions to the postemployment healthcare plan increased $6.9 million (149 percent) compared
to fiscal ywear 2001, MNearly all oftheincrease, $6.8 million, is attributed to higher contributions to the Standard
Fetiree Health Insumnee A ccount, due to higher healthcare costs in fiscal year 2002

Employee contributions to the deferred compensation planincreaszed $3.9 million (9.1 percent) compated to
figcal wear 2001, Theriseis due toan increase in active merbers, fom 17447 to 18,270, and from changes in
the federal tax codeallowing greater contributions and plan-to-plan transfers to deferred cotmpensation plans.

Employer contributions to the defined benefit pension plan increased $350.1 million (54,8 percent) compared

to fiscal year 2001, Employer contributions were $989. 1 millionin fiscal year 2002 and $639.0 million in fiscal

year 2001, The increase in erployer contributions resulted from several emmployers making additional

contributions to reduce their unfinded actuarial liahilities. Employer contributions for the period were based on rates
adopted fom the December 31, 1999 actuarial waluation, and do not reflect recent investment losses.

Employer contributions to the postemnployment healthcare plan decreased $1.9 million (4.4 percent) compared
to fiscal year 2001 due to actuanal rate decreases imnplemented on July 1, 2001

Met investment loss and other income in the defined benefit pension plan was $1,044.0 million (30,1 percent) less
than the loss in fiscal year 2001, Actual results were a $2,422.0 million loss in fiscal year 2002 and a $3466.0
trillion loss in fiscal year 2001,

Met investment loss and other income in the posternployment healthcare plan was §1.1 million (40 4 percent) more
than the loss in fiscal year 2001, Actual results were a $3.6 millionloss in fiscal year 2002 and a $2.5 million
lossin fiscal year 2001,

Met investment loss and other income in the deferred compensation plan was $20.0 million (32.4 percent) less than
theloss in fiscal year 2001, A ctual results were a $41.9 million loss in fiscal year 2002 anda $61.9 million loss
i1 fiscal year 2001,

Expenses - Deduclions from Fiduelary Neat Assets

Benefit payments, refunds of contributions to members who terminate PERS-covered employment, health insurance
preroiun subsidies, deferred corpensation payments, and adimirdstrative costs comprise the System’s expenses.

Pension benefit payments increased by $109. 2 million (7.0 percent). B enefit payments will continueto
increase as more metnbhers retive. There are currently approzitnately 40,000 members eligible to retire who
hawe not submitted retirement applications.
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Fostemployment healthcare payments rose $10.2 million {153 percent). The increase is due to higher
healtheare payments made from the Standard Fetiree Health Insurance & ccount, which were offset by higher
contributions fom plan mermbers,

Deferred compensation benefit payments increased $12.8 million (45.0 percent). Higher benefit payments
cotrespond with an increasein the number of refiress.

The table below shows a condensed comparative summary of the changesin fiduciary net assets and reflects the activities
ofthe pension trust fand.

TABLEZ2
CHANGES TN FIDUCIARY NET ARSRETS
(i moiflion 5
For the Years Ended June 30
Defined Renefit Postemplayment Deferred Compensation
Fenmon Flan Healthcare Plan Flan
2002 2ii1 20 2ii1 2003 2001
Addittons:
Member Contributions o395 3702 S 523 % 454 Po475 5 435
Employer Contrihutions 9891 fi39.0 41 f 43 5 - -
Other Sources 209 203 - - - -
Met Investment and
Cther Income (Loss) (242200 {3.4680.00 (5.67 (2.57 (41.83 (61.97
Total Additions (102057 (243653 an.a af g 46 (1547
Deductions:
Benefits 1,675.0 1,568 8 - - 41 4 290
Cther FEN al.a 7h 4 faf.2 - -
Total Deductions 1,751 6 1,650.1 76 4 faf . 2 41 & 290
Met Increase (Decrease) B{277210 §{4,0856) % 159 & 20.2 o3 § 474

PLAN MEMBEREHIP

The tahle below reflects the defined benefit pension plan memb ership as of the heginming and end ofthe fiscal year

TABLE 3
CHANGES IN PLAN MEMBERSHIP
As of Jone 3k
Percentage Change
_____ 2002 4001 2001 - 2062
Retirees and heneficiaries receiwing henefits
General a0 433 TLR20 3.2%
Police and Fire 5,649 5,303 f.4
Total CRe, 087 EERE] 34
Current and terminated emplovees entitled to henefits but not vet recetving thern
Vested:
Ceneral 139,419 1347766 3.5
Police and Fire 10,533 9,969 57
Monvested:
Creneral 61,6089 61,328 0.5
Police and Fire 4 226 4,320 (2.2)

Total 2157087 210,383 2.6
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FUNDING STATUSR

The System’s unfunded actuarial Hability as of December 31, 2001, was $6,095.5 million, which was derived using the
entty age cost method (see Sutnrnary of Actuarial and Unfunded Actuanal Liabilities on page 57). The 2001 unfunded
actuarial liability increased by $4,549.6 million (2943 percent) fom $1,545.9 million in 2000, The increase in the unfunded
actuarial ligbility resulted from a combination of poor investmnent returns and the statutory requirement to credit Tier One
pre-retirement mermber accounts with the actuanally assumed eamings rate - currently 8.0 percent.

TABLE 4
SCHEDULE OF FUNDING PROGEERS
FUNDED RATIOG
{as of Decembe 31, HOLD

100 = F00¢
20

o

1BBE 1887 1888 2000

INVESTMENT ACTIVITIESR

During fiscal year 2002, domestic and intemational equities decreased approzimately $880.3 million. The decreaseis
attributable to the decline in equity markets. Decreases of approximately $500.3 million in the altemative equity
inwestment asset class can also beattributed to the declinein equity markets. Investrnents in fixed income securities
decreased approzimately $1,029 4 million as a result of using these assets for payment of benefits and to purchase equity
inwestments in keeping with the Oregon Investment Council’s asset allocation policy. Feal estate invrestiments decreased
approzimately $231.7 million primarily due to sales. COne-year returns onasset classes and comparative benchmarks are
presented in the table below,

TABLES
INVESTMENT RETURN
Perigds Ending June 30

2002 2001
Total Portfolio {6.41%% (8. 1%
Domestic Stocks (16.8) (13.2)
Benchmark: Russell 3000 Index (17.2) (13
Internati onal Stocks (7.9 (221
Benchmark: Custom Index (1) (6.7 (217
Fized Income Segment 6.9 10.4
Benchmark: Custom Index (2) 74 10.4
Feal Estate (3) 71
Benchmark NCREIF 6.4
Private Equity (4) (10.8) (16.1)
Benchmarks S&P 500 +5% 6.0 (15

(1) 90%: Balomon World Equity Broad Darket ex-175/1 0% International Finance Corporation ERG Investable Securities
(2 90%a Leluman TTmiversal/10% S3BI Mon-1T13 World Government B ond Hedged

(3 FEetumes are lagged one quatter

(4 Fetums are lagged one quarter

nifn
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EFFECT OF ECONOMIC FACTORS

The financial position of the Systemn has declined during the last two fiscal years due to weak global equity markets,
Table 5 on page 16 shows portfolio returns and indeszes, which are reflective of the market environment.

While benefit payments in total increased dueto additional retirements, retiress who hawve elected to continue
participating in the Variable Annuity Account after retirement expenienced a decrease in benefits of approzimately 30
percent, effective February 1, 2002, This decrease in benefits was due to investment losses expetenced by the Variable
Antity Account for the period Moverber 1, 2000, through October 31, 2001,

CONTACTING THESYSTEM S FINANCIAL MANAGEMENT

This financial report is designed to provide plan patticipants, emnployers, citizens, taspayers, and others with a general
overview ofthe System’s fnances and to dernonstrate the B oard’s oversight of the Systemn. If vou have questions about
this report orneed additional financial infommation, please contact the Fiscal Services Divison Admamstrator, PO

Box 23700, Tigard, Cregon 37281-3700,
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statements of Fiduciary Net Assets -
Diefined Benefit Pension Plan, Postemployment Healthcare Plan,

and Deferred Compensation Plan
June 30, 2002 and 2001

Ddined FPost-
Benefit employment Defmrred Memorandum Ondy
Pension Healtheare Compensmtion
Plan Plan Flan 2002 i ]
Asvels:
Cash and Cash Equivalents $ 2250021480 % IEPEAM  § 1215662 & Z2BRISS4T § LedaMsSED
Receivahles:
Engplower 34,761 9 2074 952 — 36,466 576 49 151 385
Flan Mesvher 19451 521 3961 719 — 27,443,240 25 757 A6
Tnterest avd Dividends 113,640 578 — — 113,840 578 167,659 958
Trvves et Sales and Other Receivahles B9E, 545 971 — I B9, 552 727 T2, 5T E T
Total Receivehies 1,065,058 0% 5,056,671 WA L7215 521 1,174,276 44]
Die froen Other Fands 1,419 543 1050955 — 2470 S 1,275381
Trores trerts:
Fixed Incoane 10,430,574,159 — — 10,430,574, 159 11,462,440 570
Equity 18,463,063.750 — — 18,463, 063.750 19,349, 770012
Feal Fstate 1,725, 658 206 — — 1,725, 658 206 1,960,660 295
Altemative Equity 3517297 853 — — 3,517,297 253 4 317620470
Conmningled Tvestrents — 76,059,521 — 76,006,521 6,706,141
Tatal Terves troels 4, 135,945,948 TE 5 421 5 AE AdR 57157157 A
Semrities Lendivg C ash C ollateral 2091 484 708 — — 2091 484 708 2191, 140 259
Defered Compersation Miutial Fuuds — — S5 0ER8T S5, 0ER 97 581,176 731
Prepaid Fxpemses and Deferred Charres 152577 — — 152577 44 5015

Equiprvent ard Firhares, Cost Het of Aconnulated

Depreciation at 2002: $2,01 3,458 ; at

2001: 1,906 097 140750 — — 140,750 2153875
Land ard Building, Cost Met of Aeourmlaed

Depreciation at 2002: $716,535; at

2001 3736 073 L8R5 - - T8 A5 7418 854
Office Supplies nventory, Cost 4538 —- —- 4538 5352
Tardad Assety P EREATTT el EEEL i R 305,71 e, TEE, TSI
L iahilites and Fumed Prabanae
L. i ilthess
Trrres vt Farchases ard Aocmed Experses 2665749 55 1,905,757 155584 A871,8535,705 2311481087
Deposits and Other Liabilities 107,811 246 — -- 107,811 245 110,548 027
e Other Fand s — 25585 115744 2470 5538 1,275,581
Eonds Payahle 53,31259% — — 53,31259% 54,340,000
Semrities Lending Collateral
[hie Bonowes 2091 454 709 — — 2091 454 709 191,140 259
T ok ] Lo fhities 450 ER S 4 3ERH1E 0,128 4, F86,8%, 194 405804, T34

Tol Assei Toodd B trust S pereior, posg: by

Teahiheans, and deferred cormpensation herediy

{Sehedudes of Fureb iing, Prosvesy

e rerevchisd, om page 311 F MEILEERIE 5 HIERE32H 5 SEMMEIRT  F EISEBSS2E F R0R9METEL

The accomparyang notes are an inkegal part of the fmarcial statermerts.
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Statem ents of Changes in Fiduciary Net Assets -
Defined Benefit Ponsion Plan, Posteraployment Healtheare Plan,
and Deferved Compensation Plan

Yor the Years Ended
June 3, 2002 and 2001

Defined Post Memorandum Only
Henelit entp b rment Deferved
Persion Healtheare Compensaibn
Phn Phn Phn k2 L
Addilions:
Contibutions:
Emplover 920072917 § 41,578,731 - 1030,657648 682483623
Plan Werber 391,542,211 52,273,804 47472963 491,280 070 459,170,393
Ciher Sources 20,930,073 - - 20,930,073 20,272,204
Total Cortrbhutions 1,401, 560,201 93,2505 47472 563 1,542 885,791 1,161,932,220
Irerestrrient Income:
Het & ppreciation (Depreciation)
in Fair Value of Iivvestroents (3,192,613,017 (4,445 8233 (40,200,0400 (3,237 858 8800 (4,083 586,479)
Interest, Drade nds, and
Ciher [rrve strvent Incorne DE3,556, 260 902,103 - 04,458 072 269,623,756
Tortal Trvve strnent Tneorme (2,209 056,148 03,543,720 (A0E00040y (22533000020 (3213902723
Leas [rvvestrnent Expense 213,256,215 --- 1,610,137 214,866 352 317,708,291
Met limestrment Income 2422312263 03,543,720 (A0 (2468 208 2600 (3.531,.871,0148)
Ciher [ncome 251,155 - 544,519 201,674 1,344 631
Total Additons (1,020,405 007 20,308,507 5607205 (A4 5TR TIN5 (1368304 163}
Dedur tons:
Benefits 1,677,951,252 - 41,149 643 1,719,100,895 1,507,195 885
Dieath Berefits 10,121,636 - - 10,121,636 0,688,541
Fefinds of Contributions 46,086,912 - - 46,086,912 46,243,701
A dministrative Expense 17,456,752 2,245,181 685,523 20,367,456 28,174,209
Healtheare Prerimm Subadies - 24,782 256 - 24782256 24187114
Fetiree Healtheare Expense -- 49,376,276 --- 48,376,276 39,831,041
Total Ded e tisns 1,751,616,552 10,383,713 43,835,168 1,360,835,431 1,745,320,493
Met v rease (Dec pease) (2,772,111,558) 13,925,194 {3, 227.860)  CLTO4414 226 (4,103, TR4.656)
Met Asgets held in trust for pension,
porlenploynend keakileave, ol deferred
comp enatinn here s
Beginung of Year as restaled 37405607 BR] 101,938,748 SE2AT3024 0 ZROS0O0LIAL 427203624407
End of Year § 34633585322 § 115,863,040 546,845,261 % 35,205,405 525 [ 38.089,909,751

*Bestated, see note 10.

The accorpanying notes ave an integral part of the financial statere nts.
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Notes to the Finsncial Statements
June 30, 2007

(1} Deseription of Plan

A, Plegy Membershin

The Oregon Public Employees Retiretnent Systetn (FERS or “the Systemn™ provides a statewide defined benefit
tetirernent plan for units of state governrnent, political subdivisions, cotrnundty colleges, and school districts. PER S is
administered vnder Oregon Resised Statutes (ORS) Chapter 238 and nternal Revenue Code Section 401080 by the

Public Ermployees Retiternent B oard (Board). For state agencies, community colleges,

i;;q’m:g:f and Retiver and school districts, PERS iz a cost-shating, multiple-emaployer systemn. It 13 an agent
Retiress and heneficiatiss toaltiple-employer systemn for political subdivisions who hawve not elected to join the
crarre nily re ceiving bene fits ctate and Local Govemment Rate Pool. Participation by state government units, school

AN

districts, and comrmunity colleges is mandatory. Participation by tmost political
subdivisions iz optional, but irrevocable if glected. Plan assets of the defined benefit,

Creneral 20,433 posternpl oyrnent healtheare, and deferred cormpensation plans may legally be used to pay
Folice and Fire 3649 benefits to plan members or beneficiaries of the plan for which the assets were
Taial JBR0EL acoumulated.
For many yeats, refirement progratms for Oregon judges were administered by special
Cment eplogees and legizlation and progratns under the Judges” Eetiretnent Fund (JRF), establiched in 1963
frmimated enployees entitled g0 qps 304 10 1,380, Effective August 1, 1001 the JRF was merged into the Public
t:bna_r@ﬁtshut not yet Fronl B eti t Fusid
recefving them: ployees retnent Fund. _ _
The 1995 Legidature enacted Chapter 654, Section 3, Oregon Laws 1995 which has
T psted: heen codified into ORE 238435 This legislation created a second tier of benefits for
Creneral 139,419 those who established metrhership on or after Januaty 1, 1996, The second tier does not
Police and Fire 10,533 hawve the Tier Oneassumed earnings rate guatantee, and has a higher notmal retirement
Muorrrested. age of 60, compared to 58 for Tier One Any potential reductions in employer
Creneral 61605 contribution rates will not be realized until tumower has ocourred and Tier Two tmembers
Folice and Fire 4226 replace Tier One members. Az of June 30, 2002, there were 127,100 Tier One members
Total 5787 ang 88,678 Tier Two ternbers in the Systerm.
B Plan Bengfifs
N , a. Pension Eenefits
Farticiating Emp loyers The PEE.S retirement allowaticeis payable tnonthly for ife [tmay be selected frorm 13
BRI retirernent benefit options. These options include surwivorship benefits and lump-aum
State Agencies 125 refunds. The basic benefit iz based on years of setvice and final average salary A petr-
Palitical Subdivisions 407 centage (2.0 percent for police and fre employees, 167 percent for general service
Coranunity Colleges 17 etnployess) is rmaltiplied by the tamber of years of setvice and the final awerage salaty.
?rChﬂlﬂl Districts 822? Benefits may also be calculated under either a formula plus annuity (for members who
ofa &l

o]
z

were contributing before August 21, 19510 or a money match computation ifa greater
henefit results. Monthly payments must be a minitum of $200 per month o the member
will receive a lump-aun payinent of the actuarial equivalence of benefits to which they are entitled.

Police and fire metnbers may purchase increased benefits that are payable between the date of retiternent and age 65,

A member 15 considered vested and will be eligible at mindroum retirernent age for a setwice retirement allowance if
he or she hashad a contribution in each of fve calendar yeats or has reached at least 50 years of age before ceasing
etnployment with a patticipating employer (age 45 for police and fire members). General service employees may retive
after reaching age 55 Police and fite members are eligible after reaching age 50. Tier One general setvice employes
benefits ate reduced if retirerment occurs prior to age 58 with fewer than 30 yeats of service Police and fire metrber
benefits ate reduced if retirement occurs prior to age 55 with fewer than 25 years of service. Tier Two metmbers are
eligitle for full benefits at age 60.

A& judge member who has made contributions to the PERES Fund during each of five calendar years shall receive a
tetirernent allowance, payable monthly, for life Before reaching age 60, judge members tnust choose the caleulation
forraula under which they wall retite. The election is irrewocable after the metnber attaing age 60, Thetwo forrolas, &
atd B are described helow

The Plan A retitement allowance for judge metnbers i3 comnputed by multiplying 25125 pereent by the final average
salaty for the first 16 years of service, and 167 percent ofthe inal average salary multiplied by the namber of yeats of
setvice as a judge in excess of 16. For most judge members the masimm amount 12 limited to 65 percent of inal
average salary. The Flan B retirement allowance for judge members iz computed by multiplying 375 percent by the
final awerage salaty for the first 16 years of service, and 2.0 percent of the final avermge salatry multiplied by the
tnnber of years of service as a judge in excess of 16, For most judge members the mastimum amount is litnited to 75
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percent of final average salary Plan B requires a judge to serwe up to 35 days per year for a period of ive years as a
pro-tem judge. Thereis no actuarial reduction for retirement priorto age 63,

Judges” Fetirement Swsterm (JRS) members were entitled to a monthly amount equal to one-twelfth of final average
salary upon reachingage 65 with 16 years of service orat age 70 with 12 years of service,

5. Death Benefiis

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

= Themetrber was employed by a PEES employer at the titne of death,

= Themetrber died within 120 days after tetmination of PERS-covered employiment,

= Themetrber died as aresult of injury sustained while emnployed ina PER S-covered job;

= Themetrheris onan officdal leawe of absence froma PER S-covered job at the time of death.

A membet’s heneficiary mavy choose a monthly payinent for life instead of the hanp surn, ot a combination of lump-
sum and monthly payments, if eligible. The monthly payment must bea minitum of $30 per month.

surving spouses of JES members and judge members of FERS receive benefits as provided in ORS 238055 and
COF.3 138,565,

¢. Disability Benefits

A& member with ten or more wears of creditable service who becomes disabled from other than duty-connected caus-
€3 may receive a non-duty disability benefit. A disability resulting from a job-incurred injury or illness qualifies a
member (including judge members of FERES) for disahility benefits regardless of the length of PER 5-covered service.
Upon qualifiing for either a non-duty or duty disability, service titme is computed to age 58 (55 for police and fire
metnbers) when determining the monthly benefit

Judge memmbers of PERS who have served a mininmmn of six consecutive years and who become physically or men-
tally incapacitated are entitled to benefits asprovided in ORS 238.555.

d. Berefit Changes After Retiveinens

Ietnbers tnay choose to contite participation in a “vanable” stock inwvesttment account after retiring, and may
expetience antal henefit fuctuations due to changes in the market value of equity investments.

Ilonthly henefits are adjusted annually for cost-of-living changes. Two percent per yvear is the masimum cost-of-liv-
ing adjustment. Periodically, the Oregon Legiglature has granted ad hoe increases to postretirement benefits,

g, Fozlemplovient Healthrare Benefits

Under OFRS 238,410 the Board contracts for medical and hospital insurance on behalf of retired members. Memhers
and their dependents are eligible for PER.S healthcare coverage if the member is receiving a retirement allowance or
benefit under the System. A surviving spouse of a FERDS retiree is eligible to participate ifhe or she was covered under
the health plan at the time of the retiree’s death,

ORS 238420 esablished the Eetirement Health Insurance Account (RHIAY and authorizes a payment of up to $60
from FHIA toward the monthly cost ofhealth insurance for eligible PERS members.

To be eligible to receive this monthly payment toward the prefoium cost the member must: (1) hawve eight years o
more of qualifiing service in PERES at the titne of retirement or receive a disability allowatce as if the member had
eight ¥ears or more of creditable service in FERS, (1) receive both Wedicare Partts A and B coverage, and (3) enroll in
a PER. Z-sponsored health plan.

A aurviving spouse or dependent of a deceased PERS retires who was eligible to receive the subsidy is eligible to
receive the subsidy if he or she (1) iz receiving a retirement henefit or allowance from PERS, or (2% was insured at the
time the member died and the member retired beforelay 1, 1991,

For the year ended June 30, 2002, all FERS employers contributed 0.64 percent of PERS-covered salanes to fund
FEHIA benefits based onthe December 31, 1999 actuarial waluation. This is included in the employer contribution rates
listed on page 23. The employer contibution mte covers the normal cost payment and an amount to amortize the
unfunded actuarial accrued Hability over a period commmencing on the actuanal waluation dateand ending on Decemnber
31,2037

The employers’ contributions are advance-funded on an actuarially deterrnined basizs Employers” actual contribu-
tiong for the fiscal year ended June 30, 2002, were $40.2 million. There is no inflation assumption for RHIA postemn-
ployment benefits because the payment amount is set by statute and 12 not adjusted for increases in healtheare costs.
The number of active plan FHIA participants was 33,024 for the fizcal year ended June 30, 20032,

OF5 238415 established the Fetiree Health Insurance Premium Account (FEHIPAYS and requires the Board on or
before Jarmary 1 of each vear to calculate the average difference between the health insurance premiums paid by
retired state employees under contracts entered into by the B oard and health insurance premivms paid by state employ-
ees who are not retired. OR.3 238415 authorizes payment of this average difference to qualified retired state employ-
ees. Fetired state emplovees are qualified to receive this benefit if they had eight or more years of qualifying service in
the Systern at the time of retiternent or are receiving a disability pension calculated as if they had eight or more years
of qualifying serwice, but are not eligible for federal Medicare coverage.

A surviving spouse or dependent of a deceased retired state employee is eligible to receive the subsidy ifhe or she
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(1715 recetving a retiremnent henefit or allowance fom FERS or (2) was insured at the titne the metrher died and the
mernber retired on or after September 29, 1991

For the wear ended June 30, 2002, state agencies contributed 0.09 percent of PERS-covered salanes to fund EHIFA
benefits, bazed on the December 31, 1999 actuanal walvation. See health cost inflation asswmptions on page 34. The
mumher ofactive plan RHIPA participants was 761 for the fiscal wear ended June 30, 2002

QRS 23541007 established the Standard Fetiree Health Insurance Account (SRHIAY All subsidy payments from
the FHIA, the FHIPA, and contributions fom retired members are deposited in the SEHIA. Payments for medical and
hospital insuwrance contracted for on behalf of retired merbers are made from SEHIA,

{2} Suramary of Significant Accounting Policies
A Basis of Preseniaiion
The accompanying financial statements are prepared in accordance with Governtmental Accounting Standards Board
Statements 25, 26, and 34, as well as generally accepted accounting principles that apply to govemmental accounting
for fiduciary funds. Fiduciary funds are used to account for assets held by a governmental umit in a trustee capacity
(trust fands).
FEES™ activities are accounted for in two trust funds:
= PublicEmployees Fetirement Fund:
Defined B enefit Pension Plan
Postetnployment Healthcare Plan
= Deferred Compensation Fund;
Deferred Cormpensation Flan
&. Basis of Accounting
The acctual basis of accounting is used for all funds. B evenues are recognized when earned. Contributions are recog-
nized as of the date in which members’ salaries are patd by employers. Expenses are recognized when incurred.
Benefits and refunds are recognized in the month they are due and payable.
. Budgedary Daie
Only administrative expenses are subject to bien-

nial legislative budget control. The legislature exer- Legiskatively Unoh Yigated

rises this control at the agency level. Any unohlig- Approved Balance at

ated balance lapses at the end of each biennium. Bl gei Aetual _ June 30, 2002
Encumbrance accounting is allowed only duting 2083 . 2003 Benmium:

the biennium. All encumbrances lapse atthe end of  Personal Services $ 24420350 $11,528631 $ 12,391,719

the hiennium except capital construction, capital  Services and Supplies 15,116,480 9,904702 5121778

irrprovements, and contested claims. Capital Cnatlays 215205 34277 130,928
Budgetary accounting is not consistent with gen- 2001 - 2002 Totuk §E97S203S $2LSSTEIE § 18194425

erally accepted accounting principles (GAAFR)
hecause the measurement focus is on decreases in Totad Expenses July I, 2001 - June 38, 2082

financial resources rather than net income determi- Budgetury Bask (non GAAF) § 21,557,610
nation.
The accompanying schedule reconciles adminis-  Blemmium Adjustments io Adminisiraiive Experses

trative expenses on the budgetary basiz to adoims- Add: .

trative expenses presented in the Statements of Depreciation Expense - Other 107,400

Changes in Fiduciary Met Assets. The legidatively géplfe;mm_‘ Expense - Building lgggg

approved budget includes increases approved by Dema;zmj;:ﬁ;;ﬂes rventory 15

tzhnené_fegmlatwe Emergency Board through June Tncre ases in Corapessied Absenses 2,934
; Costs Reflected on Prior Biennium Budget 28758920

I Vakiation of fnve sizncriis
Investments_ are reco gmz_ed at fair walue, the Dedui:
atnount at which financial instnuments conld he

. ; " Increase in Preysid Expenses a3,191
exchanged in a current tranzaction between willing Dlecrease in Hfmls B 060,763
parties, other than in a forced or liquidation =ale. Capita] Outlay, Tuly 1, 2001 - Jame 30, 2002 347277
COpen-end mutual fundsz, debt securities, equity Encurdbrances as of Jume 30, 2002 3323014

securities, option contracts, stock warrants, and
stock rights are valued at the last reported sales  Statementof Changes in Fidurary Met fssets -

price ifthere is an active market for the investment. Diefine 4 Benefit Pension Plax, Posteraplovrme it
If there 15 not an active market for investnents, Healthware Plan, and De ferred Cotopensation Flan
PEERS relies on the Cregon Inwvestment Council’s for the Vear Encec Jure 30, 2002 f 20,387 456

consultants to establish the fair walue of these
itwestments. When atternpting to value investments
without active tarleets, the consultant determines if

Ly
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thereis a market for simnilar investtnents. [ a market price 15 not available, a forecast of expected cash flows ey be
uzed to estirnate fair walue, dizcounted at a mate comntnensurate wath the risk ineolved.

£, Disiribrstion: of Eornings

By law eamings distribution to members 15 made on a alendar-year basis. Wembers in Tier One are guaranteed to
receive at least the assumed earnings rate used in the most recent actuarial valuation. That rate i now 5.0
percent. Wlembers participating in the Variable Account and Tier Two members receive actual eamings or losses,

(3 Contributionsand Keserves

A Conirilngions

a. Mender Contribmions

Iernber contributions are set by statute at 6.0 to 7.0 percent of salary and are rernitted by participating employers.
The contributions are either deducted from member salaries or paid by the employers. The Member Reserve,
described in Mote (3)Ca., represents metrber contributions and sarnings allocations less refunds and amounts trats-
ferred to resetves for retirernents and disabilities.

h. Emplover Comfrindions

Employer contribution rates are
determined by an actuarial formula

knowm az the “entry-age cost method™ Atate

Under this method, a “normal cost” Agencies Political

rate for each member is calculated. and _Suhdivisions

Mormal cost iz a level percentage of Comnunity . Polite N
salary. Beginning at the member’s Colleres  Schoek and Fire Gemeral Judiiary

eniry into the System, the alolated g 0o wopaicest 600w _s00%  _s00%  _&00%  _700%
normal cost should accumulate an

apnount sufficient to provide the M- oo Nonmal Cost 881%  1022%  1206%  296%  1765%
het’s retirement henefit. After the

unfinded supplemental present value Upfirded Lotiarial

created by this method has been deter- Liahility (005 187 (051 0s5L) (15
mined, the employer contribution rates
are established az a level percentage of  Healthrare Benefits 0.7 0.64 (.64 064 (.64

salary. The rates are set to cover the

normal cost and amortize theunfunded  Tetal Emp oyer Raies 940 12T 12109% 0 S09 10.79%
arnount over a period commencing on

the actuarial waluation date and ending on Decermber 31, 2027,

The employer contribution rate for state agencies and comrmunity colleges iz 949 percent, for schools the mte is
12.73 percent, and for the judiciary the rate 15 1079 percent of PERS-covered salaries, effective July 1, 2001, The
tates for political subdivisions are presented in the aggregate. Actual rates for political subdivisions waty by employer
(seetable abowe for average rate).

Based on the 1999 actuanal waluation, the Board decided to implement recommended contribution rate changes
begnning July 1, 2001,

PEES funding policy provides for monthly employer contributions at actuarially determined rates. These contrbu-
tions, expressed as a level percentage ofanmual covered payroll, coupled with employee contabutions, are intended to
accurnulate sufficient assets to pay benefits when due,

Oregon Laws 2001, Chapter 945, Section 13 authonized establishing the State and Local Government Fate Pool
Local political subdivisions were given the option to join the state of Oregon and comrrmnity colleges for the actuarial
purpose of calculating emnployer rates. Participation by local political subdivisions in this pool will be effective for the
actuarial waluation perod beginning Jatuary 1, 2002,

Separate contribution rates are adopted by the Board for all state agencies and cormournity colleges combined, all
school districts combined, the state judiciaty, and each indisidual political subdivision employer that did not pool.

Employer agaregate contributions to the Public Employees Retiretnent Fund (PERF) for the calendar year ended
December 31, 2001, were $758 7 million less $69.6 million for integration of prior plan assets by employers merging
into the Systern and payments of certain employers toward their unfinded actuarial liabilities fom the 1999 actuarial
valuation, $1.2 million pertaining to prior year’s salaries, $1.3 million for the Benefit Equalization Fund, and $0.2
million for the Social Security program, for a total of $686.4 million attributable to calendar year 2001 activity
Employer contributions consist of $542.9 million nonnal cost, $1004 million amortization of the unfunded actuarial
accrued liability, $41.8 million to fand the FHIA, and $1.5 million to fund the RHIPA. Employer contributions attritb-
utable to the period were equivalent to 11.05 percent of the members’ aggregate annual salaries of $6,209.7 million.

Employee contributions for the calendar year ended December 31, 2001, consisted of $385.2 million less $6.2 mil-
lion for member purchases and $4.6 million of contributions pertaining to prior year’s salaries and integration of prior

L
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plan assets of employees merging into the Systern for a total of $374.4 million of ernployee contributions attributable
to calendar year 2001 activity.

Based on the actuanal valuation as of Decernber 31, 1999, judicary, state agencies, and cerfain political subdivi-
sions received lower employer contribution rates. Schools and other political subdivisions experienced an increaze in
their emnployer contribution rates. The Board practice has been to implement the new emplover contribution rates for
those employers who experienced a decrease and to delay implementation of the new employer contribution rates for
those employers who ezperienced an increase in their employer contribution rate in onder to provide emplovers an
opportunity to budget for the increases. Due to a significant increase in employer contribution rates, based on the
Decernber 31, 1999 valuation, the B oard allowed local emplovers to elect actuarially equivalent rates which deferred
increases to future periods.

B, Aciuasiagl Cost Method and Assmgpiions

Ermployer contribution rates are set uaing the entty age actuanal cost method. This method produces an ermplover
contibution mate consisting of (1) an amount for nommal cost (the estimated amount necessary to fnance henefits
eamed by the employees during the current serwice wear), (2% an amount for amortization of the unfunded actuarnal
accrued liahility overa penod commencing on the valuation date and ending on Decernber 31, 2027, and (3) an actu-
arially determined amount for funding postemployment healthcare subsidies.

. Reserves and Desivmmiions

a. Member Heserve

The Member Feserve of $10,201.5 million as of June 30, 2002, represents member contributions and eamings allo-
cations lezs refinds and amounts transferred to reserves for refirements and dizabilities.

k. Exployer Contrihwtion Designation

The Etmployer Contribution Designation of $11,966.8 million as of June 30, 2002, represents employer contribu-
tions and earnings allocations less amounts transferred to teserves for retirements and disabilities.

¢. Benefit Kesarve

The B enefit Reserve of $16,292.2 million as of June 30, 2002, is the amount set aside to pay fiuture benefits. It
includes funds transferred from the individual member and employer accounts and earnings allocations, less amounts
paid for retirements and disabilities.

d. Urndistrihoted Investmeni Earmings Reserve

The Undistnibuted Investment Famings Reserve may be credited with investment eamings in excess of required
minimum distributions. Oregon law requires individual accounts for Tier One members to be credited at the assumed
rate of return on inrestments adopted by the Board for use in actuarial waluations. In previous years, this designation
has been used to meet thiz crediting requirernent. As of June 30, 2002, the balance of this designation was zero, and is
not filly funded according to Board policy.

e. Contingency Reserve

The Contingency Fesetve isa designation to be maintained and used by the Board to prevent any deficit of moneys
available for the payment of retiternent allowances, due to interest fluctuations, changes in modality rates or, other
unforeseen contingency. As of June 30, 2002, the balance of this designation was zero.

f. Unallocated Farnings Designation

The Unallocated Famings Designation represents January through June investment eamings or losses less adminis-
trative expenses which will be distributed after member accounts have been credited with contributions. This distribu-
tion takes place in hlarch ofthe following wear after employer annual reports have been reconciled and contributions
hawe been posted to indiwidual member and employer accounts. Az of June 30, 2002, the balance of this designation
was($1,440.7) million.

g. 2001 Defichi Reserve

The 2001 Deficit Feserve iz a designation established for amounts credited to members” regular accounts as
required by OR.5 235255, This statute requires the B oard to credit Tier One member regular accounts with at least the
assurned rate of retum on investrnents, curently 5.0 percent. As of June 30, 2002, the balance of this designation was
($605.5) million.

h. 2001 Pending BEeserve

The 2001 Pending Feserveis a designation established by the B oard for 2001 Tier One Fegular Account Investrment
lozses that were attnbuted to employer accounts and the Benefits Feserves. The B oand s studying an alternative legal
interpretation of earnings crediting statutes and has not made a final determination on allocating these losses. Az of
June 30, 2002, the halance ofthis designation was (51,7807 million.

i. Retiement Health Insurance Acconnd

The FHIA plan net assets balance represents the program’s accurnalation of employer contributions and investment
eamings less premiums and administrative expenses. & s of June 30, 2002, the balance of thiz account was $77.3 mil-
lion.

i. Retires Health Insarance Preminm Account

The FHIPA plan net assets balance represents the program’s accumulation of employer contributions and invest-
tent eamings less premiums and adiministrative expenses. 4z of June 30, 2003, the balance ofthis acoount was $2.5
mmillion.

Au
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I Standard Retivee Health surance Accomt

The SFHIA plan net assets balance represents the program’s accumulation of retiree contibutions and interest
earnings, less prefriums and administrative expenses. Az of June 30, 2002, the balance of this account was $36.0 mil-
lion.

I Adminisirative Cosly

Costs for adrmindstening the Systemn are funded from itwestment eamings and are allocated to all plans and pro-
gratns adednd stered by the System.

{#) Reporting Entity

The Public Employees Fetirement Boand 15 the governing authority of the System. It consists of 12 people appoint-
ed by the governor and subject to confinmation by the state Senate. The B oard appoints an executive director to act as
the principal administrative officer of the System. The Board has independence in the opermtion and management of
the System. The state legislabure has significant ability to influence funding, approve the System’s budget, and pass
lasars governing the System.

FERS' financial staternents are prepared on the basis of a fiscal year ended June 30. The Oregon state treasuty has
statutory responability for custody and investnent of PER.S assets. Asa result ofthiz fiduciary responsibility, PERER
isincloded as part of the primaty governmment in the State of Oregon Comprehensive Annual Fincncial Report,

(53 Aszets Used in Plan Operations

A Building amd fnpeovenenis

Capital construction of PERS headguarters in Tigard, Oregon, was completed May 31, 1997, Land and buildings
plus improvements are recorded at cost. The depreciation of the buldingAmprovements 15 computed on the straight-
line method over the estimated useful life of 40 years.

8. EBguipreni ond Fixiures

Equipment and fsxtures are recorded at cost. These areitems which are not consumed in the normal course of oper-
ations, have a useful life of more than two years, and whose value is $5,000 or more. Depreciation is computed using
the strmight-line method ower the assets” estimated usefil lives. Usefil lives range from three to ten years.

O Office Sugrplics Fravertlony

Office supplies inventory is reflected at cost, vang the frstin/first-out (FIFO) method,

(33 Deposits and Investments

A Cash

PERS cash and cash equivalents consist of cash on
hand, demand deposits, and deposits in the Oregon
short Term Fund, and are carned at cost. The canying
amount is separately displayed on the balance sheet as
cashand cash equivalents Statutes require that all mon-
evs received by the pension trust fund be deposited with
the state treasurer.

PEERS deposits are classified in three categories of
credit risk to give an indication of the level of risk
assutned by FERS as of yvear end. The three categories
of credit rigk are:

Uyinsured or collateralized with secunities held by the
state treasurer or its custodian in the narne of the state of Oregon,

2y collateralized with securities held by the pledging financial institution’s trust department or custodian in the
name of the state of Cregon; and

Fruncollateralized.

Asof June 30, 2002, all PERS deposits held by the state treasurer were in credit risk category “1,7 except for §d4 4
million of reinwested cash collateral in 115, govermument and agency securities, repurchase agreements, and cormmer-
cial paper, which are classified as investment sk category “37 Dreposits of cash and cash equivalents from the pro-
ceeds of certificates of participation held in other banks are classified as credit fisk category “3.7

Iwestment managers” deposits with custodian banks consst of cash and cash equivalents that represent buying
reserves. As of June 30, 2002, there were $1,676.2 million on deposit for the accounts of the Cregon Equity Fund,
Feal Estate Investtnent Fund, and Alternative Equity Fund investment managers and $120.1 million on deposit for
the accounts of the Intemational Equity Fund and Global Fized Ineotne investment managers. These deposits, with
otate Street Banke, are classified as uncollateralized, category “3.7

&, Tmvesiments

By statute, the Oregon Investment Council (OIC) is responsible for investment policy, The state treasurer iz the
investment officer. OFR.S 293726 allows any lind of investment that is prodent. Conumon stocks acquisitions are limit-
ed to 50 percent of the moneys contributed. The state treasurer iz prohibited from investing in common stock
Independent investment mana gers selected and evaluated by the OIC malke conmon stock inwestments.

Carrying Hanls
Drep osits Anmount Babnre
Ivvestm ent Ml anagers
with Custodian Banks § 1,796,337,228 § 1,794,337,228

State Treasuy 491,895,954 Aa37 510,218

Other B anks 2,363 2,365
T 2288 135547 32433049811

LA
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Total
Famr Value

Pension Trust Fund Invesitoends

Total Pension Flan Inresments

Unelassified as to Fask
Total PER 5 Invesiments

PEES;
Oregon’s name for PERS; and

the state of Oregon’s namne for PERS.

n 3w

Diefe rred Corape nsation Mumal Fands

Mote: Fairwalue armoonte and repored arnonnds ave the same.

Invesinent Type:
.3, Government Securities § 432 75,094 — 5 — 3 432875094
.5, Agency Securities 2611002 028 — 2611002 028
Diomestic Corporate Securibes 2614903 028 - 2614903 028
Dioraestic Stocks 3,755,250 168 - 492129 /31 4247 388 799
International Crovee raarent
and Corporate Securities 715,046,483 - 715,046,483
International Stocks 2835137252 — 2835137252
byzeet-Backed Securities 1,498 432 803 — 1,498 432 803
Beal Estate Securities al5,514 7% - al5,514 7%
Invesiments on Securities Loan for
Seoweies pnd TriPorty Agreement
Colateral:
Dorestic 5tocks 1,316,485 — — 1,316,489
International Stocks 101,101,660 — — 101,101,660
Subiotal Pension Plan livresfraenis § 151TLETN — % 43 120 631 15663, 100 353
Unclassified as o Risle
Eeal Estate 1,732,705,739
Beal Estate Wbrtzages 1,731,916
Linrity Contracts 6,774, 169
Lesreraged Buyouts 1,247 426 921
Venture Capital 2,603,295
Lirnited Partnerships 2,275,441 D63
Dormestic utial Funds 8,234,473 040
Global Iutual Fonds 3,081,204 300
Imvestments Held by Broker-Dealers
under Sorurities Loans with Cash
Colxteral:
1.5, Government Securities % 467 981
U5, &zency Securities 56,325,531
Dormestic Stocks 452374 864
Diomestic Corporate Securities 195 838,079
International Stocks 554 642619
International Crovee raarent
and Corporate Securities 50527712

34215450 489

545,080 973

GASE Staternent Mo, 3 requires that investnents be categorized to give an indication ofthe level of riglz assumed at
year-end. Cettain investment types in the PERES portfolio, such as equity real estate, mutual funds, leveraged busyouts,
and deferred compensation inwvestments, cannot be categorized within the guidelines established by GASE Staternent
Mo, 3. These investments total approximately $19,096.9 million in fair value.

PEERS investments are classified in three categories of credit nsk to give an indication of the level of riglt assumed
by PER.S az of year-end. Thethree categories of credit nsk are;

1y insured or registered, or securities held by the state of Cregon or its agent in the state of Oregon’s name for

2y uninsured and vnregistered with securties held by the counterparty’s trust departtment or agent in the state of
3 uninsured and vnregistered with securities held by the counterparty, or by its trust departiment or agent but not in

The schedule above presents the fir walue of the investtnents held by the state of Cregon for FERS as of June 30, 2002
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I accordance with state inwestrnent policies, several outside investment managers retained by the OIC may invest in
the following types of derivative secutities: futures contracts, forwarnds, option contracts, collateralized mottgage ohliga-
tions, mottgage-hacked securities, interest rate and curtency swaps, or other financial insttuments with sirnilar character-
1stics.

Asset-backed securities: FERS holds asset-hacked securities, a type of derivative, with fair walue of $1.498 4 million
as of June 30, 2002, These consist of collateralized mortgage obligations, securities issued by major banlcs and finance
companies, rate reduction honds, and other asset-hacked securities. Addiionally, PEES holds $2,355 8 million in asset-
backed securities issued by agencies of the U5 government, such as the Federal Mational Mortgage A ssociation
(FHLAYS, Govemment Mational Mortgage Association (GHMAY, and the Federal Home Loan Mortgage Corporation
(FHLLICY.

Options: A s of June 30, 2002, PER.S holds long positions on call options, primarily on September 2002 euro currency
futures, and a long position ona U.5. Treasury note put option. On the same date, PERS also holds short positions on
both put and call oplions, primarily on U5 Treasury B ond and Mote futures for August 2002 and euro currency fubures
for Septernber and December 2002 and Warch 2003, The cotnbined vrealized loss for all options at June 30, 2002, is
approzimately $3.1 million.

Foating retz notes end bonds: As of June 30, 2002, PERS holds $370.2 million in floating rate notes, including $9.9
million in Brady Bonds. These bonds were developed by the U3 Treasury in association with the International
Ilonetary Fund and the World Banl to restruchure outstanding loans to certain govemments into fized-income invest-
ments. Fepayment of bond principal is collateralized by 115 Treasury zero-coupon bonds and other high-grade debt
insturnents.

Forward exchange contracts: As of June 30, 2002, PERS has $180.4 million in open forward contracts to buy foreign
cutrencies, and $494 2 million in open forward contracts to sell foreign currencies, measured at forward exchange rates
effective June 30, 2002, Unrealized losses, measured as the difference between the contracted cutrency arnounts and the
currency amounts based on June 30, 2002 forward exchange rates, total $5.0 million at June 30, 2002,

Forward exchange contracts contain credit risk in that the counterparty may default on the contract. PERS interna-
tional inwestment tranagers rinimize credit sl by using only major financial institutions as counterparties to forward
exchange contracts. Further, State Street Banls as custodial agent iz responsible for rnonitoring the settlemnent contracts.

Fltures: At June 30, 2002, FERS had 4,754 open shott futures contracts, with an unrealized gain of $17.2 million, and
3,977 openlong futures contracts, with anunrealized loss of $1.1 million.

Inwestments in denwvatives are generally made to manage the overall rigk of the individual managers’ portfolios to a
lewel satizfactory to the investment management finm and in accordance wath their contract wath the OIC. For the year
ended June 30, 2002, the credit nslk, marlcet ridls, and legal rigle for these investments are not above and beyond thosze
rigles that areapparent in the financial statements or are otherwise disclosed in the notesto the financal statements. As of
June 30, 2002, several equity index funds held futures contracts on equity indexes similar to the uvnderlying fund hold-
ings.

. Securifies Lersling

Ity accordatice with state invrestment policies, the PERF patticipates in secutities lending tratisactions. The state trea-
sury has, through securities lending authorization agreetnents, avthorized its custodian to lend its securities pursuant to a
form of loan agreement. Both PERF and the borrowers maintained the fight to tertrinate all secunties lending transac-
tiong on demand. There were no
significant wiolations of the provi-
sions of securities lending agree-

ments during the period of these ey tar fties Loaned Fair Value
financial statermnents. , 11.S. Goverment Se curities $ 620251926
The custodian had the authority 115, hgenoy Securities 56,288,163
to loan short-term, fxzed income, Dioreestic S oo ks 453,601,354
and equity securities and to Diome stic Corparate Seciurities 195,838,078
receiwe as collateral 115, dollar International Stocks 655,744,220
and foreign currency cash; 1.5 International Crovee menent and
govertrent and agency secusities, Corporate Securities 0213135
letters of credit; and foreign sov- T T
ereign debt of Organization of Tytal §1,051.826,938
Economic Cooperation and e
Development (OECDY countries. Collateral Fair Value
B orrowers were required to deliv- Cash § 2,047,068, 438
er collateral for each loan equal to Securities 10835257
not less than 102 percent of the
martlzet value of the loaned securi- Tutal §2,155,420,816
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ty, or 105 percent in the case of international secunties. The custodian did not have the ability to pledge or sell collateral
secutrities absent a borrower default and PERF did not impose any restrictions during the fiscal year on the amount of the
loatis the custodian made on its behalf FERF iz fully indermnified againist loszes due to borrower defaolt by its current custo-
dian. There were no losses during the year from the failure of bomrowers to return loaned securities and no recovenes of
amounts from priorlosses.

The matunties of investments made with cash collateral did not generally match the matunties of the securities loaned.
Bince the securities loaned are callable on demand by either the lender or borrower, the life of the loans at June 30, 20032, is
effectively one day. On June 30, 2002, PERF had no credit fisk exposure to borrowers because the amounts the PERF owes
borrowers exceed the amounts borrowers owe PERF. The fair values of the collateral received and the securities on loan
from PERF as of June 30, 2002, including accrued income, were 32,1554 million and $2,061.8 million, respectively. For the
fizcal year ended June 30, 2002, total income from securities lending activity was $58.9 million, and total expenses for the
period were $47.0 million for net income of $11.9 million.

PEERF's cash balances held by the state treasurer are invested in the Oregon Shott Tenmn Fund (O5TE), as iz the cash of
other state agencies. As of June 30, 2002, the fair walues of the collateral received and the securities on loan, ncluding
accrued income, from the OSTF were $539.8 million and $525.1 million respectively. PERF s allocated portions of the col-
lateral received and securities on loan were $44.4 million and $43.2 million respectively. These amounts are not included in
the table on page 27,

Thetotal cash collateral of $2,001.5 million is not categorized as to risk.

{7} Leases

Operating leaszes are rental agreements where the payments are Operating
chargeable as rent and recorded in the setvices and supplies expense Leases
account. Showld the legislature disallow the necessary funding for 2003 § 43218
particular leases, all lease agreemnents contain tenmination clauses 2004 44 457
which prowide for cancellation of the lease as of the end of a fiscal 2005 45,138
vear Lease obligations decrease each year because of warious lease 20046 45,803
expirations. It iz expected that ongoing leases will be replaced wath 2007 24,473
leases which have higher rental rates due to inflation. Fiscal year  Thereafter a
2002 operating lease expenses were $44 212, Tatal Futurs Mininmm

The schedule to the right summarizes the minimum lease pay- Lease Payments § 203,154

ments for operating leases in effect as of June 30, 20032,

(&} Deferred Comnpensation Plan

Deferred compensation plans are authorized under Internal
Fewerue Code Section 457, The Oregon Legidlature enacted Chapter 179, Oregon Laws 1997 that established the Deferred
Compensation Fund. OF.S 243400 to 243,507 established and provided for PERS to admindster the state deferred compensa-
tion plan, known as the Cregon Savings Growth Flan (OSGPY. As of June 30, 2002, the fair walue of investments was $545.1
trillion.

The plat iz a henefit available to all state employees. To patticipate an employee executes an individual agreement with
the state deferring current earnings to be paid at a future date Participants in the plan are not required to pay federal and
gtate income taxes on the deferred contnbutions and earnings until the funds are received. Participants or their beneficiaries
cannot receive the funds until at least one of the following ocours: termination by reason of resignation, death, disahility, or
retirement, unforeseeable emergency, or by requesting a de minmis distnbution from inactive accounts valued lezs than
$35,000.

PEER.S contracts with CitiStreet, a joint venture between Citigroup and State Street Bank and Trust Company, to maintain
the O3GP participant reconds. The Oregon state treasury, as custodian of the assets, also contracts with State Street Bankand
Trust Company to provide financial services, There are nine investment options with varving degrees of market nisk Up to
four fnandal institutions provide investmnent services i rowtual funds for each investnent oplion. A participant receivesa
blend of these mutual funds within the investment option. Participants direct the selection of investment options and also
bear any tratlet risk In prior fiscal years sorne account balances retnained with warious financial instituions for participants
who were receiving distibutions and who elected not to transfer their account balatices to the OBGE On August 29, 2001,
the OIC wath the support of the Board directed that these account balances be transferred to the OBGF. The state has no lia-
bility for losses under the plan tbut does have the prudent inwestor responsbility of due care,

PEE.S may assess a charge to the participants not to exceed 2.0 percent on amounts deferred, both contributions and invest-
ment earnings, to cover costs inourred for administering the program. Actual charges to participants, including investment
charges, for the year ended June 30, 2002, averaged 0.29 percent ofamounts deferred.

Oregon Revized Statute 243,505 established a Deferred Compensation Advizory Commmittes to provide input to the PERES
Board Thiz corrmnittes is composed of seven members who meet at least quartedy

n
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(%} Long-Term Debt

In 1992, FERF entered into anagreement to guarantee $50 million in taxable special revenue obligation bonds issued by
the Pott of Portland on behalf of a start-up aircraft maintenance company at Portland International Airport. The cotmpany
ceased operations at the end of October 1993, Tnitial interest payments were made from a reserve fund established from
bond sale proceeds. Thiz reserve fund was depleted and interest payments from the retirement trust fand cormenced in
Cectober 1994,

PEES has purchased a lease-hold interest in the facility. The walue of any recovery cannot be estimated because it will
depend on whether PEES can re-lease or sell the facility, and on what termes. In October 1996, the attorney general filed a
lawwrauit against the owmers of the company and the consulting firm that adwised the investment. At the time of this report,
gome claime are still pending. The walue of any recovery from pending claims cannot be estimated at this time.

The first table describes taxable obligation . L.
revere honds issued and outstanding guaran-  Fameerp Taxable Special Chligation Reverue Bonds Tssued
teed by the retirement fund. and Ouistanding

The second table summarizes the amounts "

&

necessary to pay all future long-term guaran- Jssued and Irderest

teed debt principal and interest requirements as Quistanding __ Rate Thie Tlate  Jesue Date
of fiscal year ending June 30, 2003, for each
fiscal year during the next five-year period  Senes*A” $ 9300000  £350% Mayl5, 2010 June 1, 1992
ending June 30, 2007, and for the five-year  Senes™B” Q200,000 2315 Ilay 15,2015 June 1, 1992
perods ending June 30, 2012, June 30, 2017,  Seres™C™ 27,000,000 9.200 Ilay 15,2022 June 1, 1992
and June 30, 2022,

Pameorp Debt Service Reguirements to Maturity

Fisral Sevies “A” Series “B” Seriey Tatal Tetal Todal
Vear  Principal Interest  Principal Imieresi Prmcipal Imieresi Principal Imderest Exp enses

2003 § 900,000 § 776550 § S % 269,750 § - % 2484000 $ 900,000 $ 4130300 $ 5,030,300
2004 00,000 701,400 ; 260,750 . 2484000 000,000 4,055,150 4,955,150
2005 1000000 626250 ; 260,750 . 2484000 1,000000  3.920,000 4,920,000
2006 1,100000 542750 ; 260,750 . 2484000 1,000000 3296500 4,996 500
2007 1,200000 450,900 ; 260,750 . 2484000 1,200000 3204650 5,004,650
20082012 4200000 718,100 3500000 419727 . 12420000 7700000 17335976 25035976
2013-2017 ; . 6300000 1,136,002 5200000 12190000 11,500,000 13326002  24.826,002
2013-2022 : . 21,200,000 7047200 21,800,000 7047200 28247200

$ 2300000 § 3815950 $0500.000 § 0683608 § 77000000 ¢ 44677700 ¢ 46,100,000 ¢ 57518778 §103675,778

In 1996, FERF purchased the land and began construction on a new retirement systemn headoguarters building in Tigard,
Oregon. The construction was financed by the sale of certificates of participation. The certificates of participation were
sold on March 16, 1996, for $8 6 million at a 5.45 percent interest tate. On March 1, 2002, a new COP, Series B, was
1gsued at a 441 percent interest mte, and was used to partially refind the original Series A COF The remaining Series A
COP has a final repayment due BMay 1, 2006, The Series B COP has a final repayment due BMay 1, 2017, The third table
describes COPs issued and matstanding. The first table on page 30 sutmmarizes all future certificates of participati on payments

PERE Bilding Certificstes of Participation
Tssued azed Owistarding

dmoumnt
_Jesued and Dndexesy
Crutstand my Raie Thee: Drade Izswe Dake
Series T4 $ 1,400,000 3.450% Ivky 1, 2006 Ivkrch 16, 1996
Series “BY 5,270,000 4410 Ivkw 1, 2017 Ivkrch 1, 2002

n 30w
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3

of principal and interest as of fiscal year ending June 30, 2003, for each fiscal year during the next five-year petiod
ending June 30, 2007, and the five-year petiods ending June 30, 2013, and June 30, 2017,

PERS Builling Debi Bervice Beguirements fo 3ahurity

Fiscal Sexdes “A” Series “B” Todal Tutsk Tutsk
Y ear Primcipal imierest Principal Imterest Primcipal Imterest T'xp enses
2003 325000 0§ 67473 § 10000 § 303,745 § 335,000 571,238 0§ 706,238
2004 340,000 52,360 10,000 303,565 350,000 355,925 705,925
2003 3@0,000 36,210 10,000 303,345 370,000 330,555 709,555
2006 375,000 12,750 15,000 303,075 390,000 321,825 711,325
2007 - - 405,000 302,625 405,000 302,625 707,625
2005-2012 - - 2,360,000 1,184,525 2,360,000 184,525 3544525
2013-2017 - - 3,060,000 495,225 3,060,000 495,245 3558425
T L0000 % 174703 5,876,000 3,129,125 1,470,880 33THRIE [0.643,218

The following schedule surnmaizes the changes in long-termn debt for the year ended June 30, 2002

Halnoe Balanes
July |, 2861 Additiens DPeducidore  June 38, 2082
Pamecorp Principal $ 44900000 % - % 200,000  $ 46,100,000
PERES Building Principel 7,440,000 6,145,000 #,315,000 7,270,000
Plus: Preraiurn (Met) - 37678 - 371,874

Less: Deferred Chain (Het) ; ; 428,740 {428,740)
Total Honds Payable § 54,390,800 § 6518676 § 7,543,740 § 53,31293%

(10 Change in Accounting Principle

In June 1999, the Governnental Accounting Standards Board (GASBE ) issued Statement Mo, 34, Basie Finamcial
Statements - amd Management s Discussion and Anglypsis - for State and Loead Governments. [n June 2001 the GASE
1ssued Statement Mo, 37, Basic Financial Statements - and Manmagement 5 Discussion and Analpsis - for State and
Local Governments . Orvmibus, which amended certain provisions of GASE Statemment Mo, 34 PERS adopted the new
pronouncement, as amended, for the fiscal year ended June 30, 2002, The adoption of GASE Statement Mo 34,
required FERS to present Ianagement’s Discussion and Analysis as required supplementary information preceding the
financial staternents. Required financial statemnents for fidudary fands are the Statement of Fiduciary Met Assets and
the Statement of Changes in Fidudary Met Assets. The statements provide a separate column for each plan pension,
postemployment healtheare, and deferred compensation. With the adoption of GARE Statement Mo, 34 the deferred
compenszation fund was included in the Statements of Changes in Fidudary Met Assets, and, therefore, prior year
armounts were testated. B eginning net assets in the Staternents of Changes in Fidudlary Net Assets for memorandum
only in 2001 increased by $629,625,070.

(11} Contingent Liabilities

several local government employers (plaintiffs) have fled lawsuits seeldng to reverse the Board’s order raising
ermplover contributions to the PERF, the allocation of 1999 earnings to employee accounts and reserve accounts. As the
1gaues are the same in each case, the hlarion County Circuit Court has consolidated the cases into one. The plaintiffs
are not seeldng monetary damages.

Certain FERS members (intervenors) have intervened to defend the Board orders challenged by the plaintiffs and to
pursue their own challenges to two B oard orders. Intervenors challenged the February 8, 2000 order that expanded the
covetage provided by a reserve account the B oard had previoudy established. Interwenors also challenged the March
27,2000 order allocating 1999 earnings to erployee and reserve accounts.

Plaintiffs and interwenors have aslied the Court to reverse the challenged B oard orders, to declare their rights and the
Board’s obligations regarding the PERF, and, if appropriate, to order a redistribution of earnings previously allocated
by the B oard. The claims are not covered by insurance.

O July 31, 2001, Judge Paul I. Lipscomb dismizsed a mumber of motions brought by the petitioners and intervenors,
but ruled on several. The motions on which rilings were issued were the calculation of benefits, the use of a contin-
gency reserve, and employer participation in 1999 variable account earmings. The judge ruled in fawor of the petitioners
and intervenors on some points and against them on others. He offered no remedies and made clear in his surnmary that
any remedies that would apply to the mlings would be detenmined by a subsequent trial,

i
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Judge Lipscomb issued hiz inal opinion and order on October 17, 2002, He reversed three orders of the B oard and rernand-
ed the matter to the Board for further procesdings. The three orders that were reversed are: (1) the 1998 order establishing
etnployer contribution tates; (2% the 2000 order establishing employer contribution rates; and (3) the March 2000 order allo-
cating 1999 earnings of the PEREF. Despite reversing these orders, the Coutt acknowledged that PEES iz a fundamentally
sound public pension system.

Onremand, the B oard wall be required to recaloulate the 1995 and 2000 employer contribution mtes and reallocate the 1999
garnings. PERS had $6.5 billion in eamings available in 1999, The revized 1998 and 2000 errployer rates will likely provide
reliefto PER.E employers,

The details of the Cowrt’s rulings are as follows: (1) in calculating benefits for persons retinng under the “money match”
method, employers are only required to mmatch an amount equal to regular account sarnings (not variable account earnings),
(2) benefits must be calculated on the basis of updated mortality tables that are to be implemented “irmrmediately and fully™,
(3) the B oard must fund the contingency reserve out ofthe 1999 earnings, in an amnount to be decided by the B oard (but any
arnount less than 7.5 percent of 1999 earnings must be supported by good and substantial reasons), (4) the Board must esxer-
cise its discretion in teconsidering the amount of 1999 eamings to be allocated to the gain-loss reserve, (50 the Board must
alzo exercise its discretion to allocate eamings to the benefits-in-force reserve first (to ensure sufficient funds are awvailable in
the resetve account to pay expected benefits without additional charge to employers), and (6) the B oard must exzercize its dis-
cretion to credit 1999 eamings to Tier One employee accounts in a “much more prudent” fashion, The Cowrt also miled in
favor of the intervenor employees on their claim that the B oard breached its fiduciary and contractual duties by allocating a
greater portion of 1999 earnings to employer accounts than allowed by OFRS 238 660(2). On remand, 1999 eamings must be
reallocated wathout applying the administrative ule that governed this allocation. Petitioners and intervenors are both entitled
to recover their attomey fees (inamounts to be determined through firther proceedings).

Finally, the Court suggested (but did not require) that PERS might decide on remand not to recalculate retiree benefits, but
could make up some or all of the difference from the contingency reserve, the gain-loss reserve, or count this as an admindstra-
tive expense.

The Depattment of Justice and the Boand are now considering watious options. It 15 too soon to determine how the B oard
will respond to the Court’s order.

The financial irmpact on the fund is curently unclear Moreowver, there 15 a question about how the fand will make up any
losses as aresult ofthe Court’s order.
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Heguired Supplementary Information
schedules of Funding Progress

{dollar amountsin millions)

Unfunded
Asspizasa %  Accroed Aomual Active UALsasa
Valvation Actuarial  Valuation of Actoarial  Lishilities Menber of Ausual Active
Date Liabitity af Assels Liabilities {TALY Payroll Memnher Pavroll
Pension B enefits
12/31/2000  § 453861 % 397727 87.6% $ 56134 § 6,254 0%** B9 B
1243142000 427839 41,7394 976 1,044 3 f,195.9 la.g
1243141939 40,3954 399109 9.3 474.5 56766 5.4
1243141997 31,178.0 00877 833 20808 51616 403
1243141935 227940 09834 820 1,830.4 4.548.1 378
1243141993 18,6147 17,5601 943 1,054 6 4 466 8 238
1243141931 14 3787 14 679 4 1021 (300,77 38875 (7.0
Posternployment Healthcare Benefits - Eetirement Health Insurance A ccount™
1243142001 § 5321 $76.5 14.4% $ 4556 § 6,254 0+ T.3%
1243142000 5435 2.1 11.4 4814 f,195.9 T8
1243141939 4853 41.4 5.4 4539 56766 8.0
1243141997 4738 107 23 463.1 51616 a0
1243141935 4151 3.4 (0.8 431.5 4.548.1 8.9
1243141993 3607 (6.8} (1M 3675 4 466 8 8.2
1243141931 2531 (113} 4.4 ra7 38875 71
Posternployment Healthcare Benefits - Fetiree Health Insurance Premium A ccount™*™*
1243142001 § o295 $ 30 10.0% $ 26.5 § 1,954 14 1.4%;
1243142000 231 29 126 201 1,984.0 1.0
1243141939 172 23 14.5 147 1,802.7 0a
1243141997 13.1 0.3 23 128 13998 0.9
1243141935 8.5 (2.8} (9.8 201 1581.5 1.8
1243141993 59 (1.3 (5.0 27l 14951 1.8
1243141931 03 0.0 0.0 293 14406 20

*The Retirement Health Insurance A ccount provides postempl oyment healtheare benefits for eligible members for
all participating employers. When created, the account also assumed the debt ofits predecessor trust fund of $11.5
million, resulting in a negative valuation of assets prior to December 31, 1997,

**The Fetiree Health Insurance Premium Account provides postemployment healthcare benefits only for eligible
mernbers who retired from state of Oregon ermployers. Required annual contributions did not begin until July 1,
1995, swhile benefits were being paid resulting in a negative waluation ofazsets prior to December 31, 1997,

e ffective in 2001 the Annual Active Wlember Payroll excludes the member picle-up, ifany.
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Schedules of Employer Contributions

{doliar ammounts in millions)

Apral
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Required  Percentage

Year Ended  Comiributon Condribuoisd
Penzsion B enefits
127312001 $a81.5 B4 5%*
127312000 G35.4 o5
12/31/1959 5459 Da.g*
12/31/1998 4541 100.0
12/31/1997 440.0 100.0
12/31/1994 4341 100.0
12/31/1995 4014 100.0
12/31/1984 4027 100.0
12/31/1993 3997 100.0
12/31/1992 409.1 100.0
Posternployment Healthcare B enefits - Retiremnent Health Insuratice A ccount®*
127312001 417 100.0%;
127312000 41.1 100.0
12/31/1959 374 100.0
12/31/1998 337 100.0
12/31/1997 307 100.0
12/31/1994 250 100.0
12/31/1995 244 100.0
12/31/1984 213 100.0
12/31/1993 214 100.0
12/31/1992 220 100.0
Posternployment Healthcare B enefits - Eetiree Health Insutance Premium Account***
127312001 $ 13 100.0%;
127312000 1.1 100.0
12/31/1959 1.7 100.0
12/31/1998 21 100.0
12/31/1997 23 100.0
12/31/1994 24 100.0
12/31/1995 1.1 100.0

*Due toa significant increase in employer contribution mtes based on the Decermnber 31, 1997 actuarial valuation, the
Board allowed employersto glect to defer increases to foture peniods,

**The Fetirernent Health Insurance Account provides postemployment healtheare benefits for eligible menbers forall

participating emmployers,

*##The B etiree Health Insurance Premium A ccount provides posternpl oyvrnent healtheare benefits only for eligible
memmbers who retired fom state of Oregon employers. Required annual contributions did not begin until July 1, 1995,
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Valuation Date
Actuatial Cost Method
Arnortization ethod

Actuarial Assumptions
Investment Rate of R etum
Projected Salary Increases
Consurner Price Inflation
Health Cozt Inflation
Cosgt-offliving A djustinents
Iflethod 1T zed to Value A ssets

Amortization Period
melection of Amortization Approach

*Health Cost Inflation
Year 1
Year 2
Year 3
Year 4
Year o
Year 6
Year 7
Year &

Year @ and later

THotes to Reguired Supplem entary Schedules

The information presented in the required supplementary schedules was determined as part of the actuarial walua-
tions at the dates indicated. Additional information az of the latest actuanial waluation followe.

PERS

Decemnber 31, 2001

Entry Age

Lewel percent of salary overa penod corumencing on the valuation date
and ending on Decemnber 31, 2027,

8.0%

4.25%

3.5%

Graded from 9.0 % to 5.0% over 9 years™

2.0%

The actuarial value ofassetsis equal to the fair matket sralue of assets
on the valuation date, lesz a reserve equal to a pro-rata portion of the
iwestment gains (losses) owver the four-year period ending on the
valuation date. Investtnent gains (losses), effective from Januwary 1, 2000,
are recognized at the rate of 25.0 percent per year. Theactuarial walue
of assets is irnited toa 1000 percent comidor above and bel owthe fair
trarkeet walue

20 years

Clozed

B0%
8.5
8.0
7.5
7.0
8.5
&.0
55
5.0

Mote: The December 31, 2001 valuation will amortize the unfinded actuanal liahility over a 26-year period. This
amortization penod will be shortened each valuation until a 20-year amortization periodis achieved.



schedule of Plan WNet Assote -
Defined Benefit Pension Plan
June 30, 2002 and 2001

Aggety:
Cash and Cash Eepivale nts

Fecerrahles:
Ernployer
Plan Meroher
Indere st and Dirvide nds
Irrrestine nt Sale s and Cther Recerrahles
Total Fecerrables

Interaccount Fecereables and Payables
Dnie frorn Other Funds
Irrrestine nts:

Fixed Income

Equity

Feal Estate

Alternatiee Eguity

Tolal Drvvestrnents

Securities Lending Cash Collateral
Pepeid Expenses and Deferred Charges
Equipenent and Fixtares, Cost et of &cowrnnlated
Cepreciation at 2002: § 2,013,492 at
2001: % 1,906,097
Land ard Buildings, Cost Met of Ao oaranlated
Depreciation at 2002: § 916,333,
at 2001: $736,073
Ciffice Supplies Irventory, Cost
Total &sseis

1iahilites:

Ireestroe nt Purchases and &ecried Expenses

Deposits and Other Ligbilities

e to Other Funds

Bonds Payable

Securities Lending Collateral Dime Borrowers
Taotal Linhilites

Met Aszets Teld i Gust for pension benelis

BRegular Variahle Totals

Aceount Agcoumi 2082 il
§ 2220550738 % 20460743 F 2250021481 % 1,410,121,247
34391 924 34391 924 45 224 502
14510 885 4970 636 19421 521 25421,718
112,763,674 277,004 113,840 478 147 659 988
204 5 522 4075 449 08 545971 Q25 525 R83
1,058 135 005 o2 (R 1,060, 058 094 1,168 031 50]
16,113,418 (16,113,418)
1,419 /43 1,419 843 1,275,381
10,392 217 020 38.158,210 10,430,574,139 11,462 440,370
17079 244 475 1,383,830.277 12, 465,083,750 19,340 770,012
1,728 688,206 1,728 688,206 1,760, 660,293
3,517,297 853 3,517 297 853 4 317.620,470
32,717 448 da1 1,421,505 427 24,139 445 048 7000491145
2,091,464, 709 2,091 dad, 709 2.191,140,289
132,877 132,677 44 a03
140,750 140,750 213873
1,238,830 7,238 836 7418 509
4 839 4 839 5352
39,119.658. 8% 1,438,263,0861 34,555,000 77Y 43 068,742,680
2657890917 11,858 647 2,065,749 564 2,306,916, 483
107,222 873 SEE.5T3 107,811,246 110,648,027
53,312,934 53312934 54,340,000
2,091 464,709 2,091 454,709 2,191,140 289
4.504,89],735 EX 447,220 4,972 13455 4,653 ik44, 700

$ 33,208,757 641

§ 1,423,018,683

§ F633,508,322

§3T.405,807,881

[
LA
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Defined Benefit Pension Plan
For the Years Ended
June 30, 2002 and 2001

Add plinTe:
Confrihutions:
Ernplower
Plan Iletnher
Cther Sources
Total Contibutons

Irerestioe nt [neotne:
Het &ppreciation (De preciation)
it Fair Value of Irsestments

Total Irrestinent Ine cmme

Less Irvvestrne nt Expense
et Iroresttoent Inoorae

Cther Incorne
Total Additions

Deductinns:

Berefits

Death Benefits

Fefunds of Contributions

&dwinistrative Expense

Inderacoount Transfers
‘Fotal Ded wetions

Met novesye (Decrease)
Mot Assets heH in trost for perwion b enefiis

Beginrang of Vear

End of Year

Nehedule of Changes in Plan Net Assets -

Intere st, Cividends, and Other Irsestme nt Incorme

Eegular Variahle Tolak

Acooumt Koot 11130 P13}
0RO O0TEOLT  § - % 0RO O0TEOLT  § Aa32.010,754
280 208 953 102,243,258 301,542 211 370,165 609
20958 073 - 20958 073 20 278204
1,295 316,043 102,243,258 1,801 5a0, 201 L% A5, 5657
(2908 673,735 (283,939 254 (3.192.613,017 (4018 479 531
083,551,151 25,7138 Q83,556,809 7T, 79
(1,525,142 600 CEEE013, 540) (3,205,058, 148 (3 150,700,730
209011 502 4244 713 213,256,215 315216530
(3154154 1045 {28% 152 2500 (3437 312 365 (3,468 517 2710
257,155 - 257,155 al3,381
vEZ4 SE0,006) clE5 015001 (1,020,405 007 (3438 450 525
1,626, 585 0409 51,365,303 1,677,951 252 1,568 208 A52
10,121,636 - 10,121,636 o azE 541
43 878,553 2210559 46 06,912 46, 243 701
16,470,216 056,530 17,456,752 25374819
(97 872.191) 97,872,191 - -
1,500 181 243 152, nEn 1,i51,m1A,552 1a3 115,713
(2,433, Ta LB {338, 349,500) 2T I1ESSN (3. 086,575,030)
L6425 520 610 1,782,168 271 7405 6F7 2Rl 1,402 273917
§ 3RM0UTETA4] 0§ L4XNBISAE]  § 4E3NSRE,H32 F 3T.4058078%1
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schedule of Plan Net Assots -

Postemiployment Healtheare Plan
June 30, 2002 and 2001

B etires Stand ard
B etirernent Healih Insuranee Ketires
Headtth s weance Preminm Hesbh Isurvance Tuiak
Aeoaumi B o ovmi Avcoumt 20E2 110
Assetg:
Cash and Cash Ecnivale nts § 1981287 % 104718 § 34912399 § 36993404 F 0 31,132,984
Fecerahles:
Erplower 2,074,952 - - 2074952 2,056,883
Plan Mlerrber - - 3,061,719 3,961,719 3,245 681
Irtere st and Drvide nds - — — —
Total Becersahles 2074053 - 3081719 A.0%8,a71 &, 202,574
Ce from Other Funds 1,050,955 - - 1050955 -
Corrningled Irvve stvents 73,297,000 2,739 431 - 76,038,521 66,708,141
Fotial Assets T8 e 284 2844, 140 38874108 12e 125581 104,045,509
L. iah flites :
TIrrvestroe nt Purchases and Seocried Expenses - - 1,903,757 1,903,757 Q32,593
Cre o Other Funds 1,062,148 333074 D50 032 2,354 254 1,170,380
‘Foial Liahikbes E@e2 048 FineT4 2h82. 780 4258611 TR
MNet Assets held in rusi for posterp oyment
healificare benefits § THAE O§ 2510475 & 36011320 § BISBE3e4) 4 101938744
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Nehedule of Changes in Plan Net Assets -
Postemployment Healthcare Plan

For the Years Ended

June 30, 2002 and 2001

Relives Hlanland
Hetirement  Health Insurance R efires
Hesbh Insurance Freniiem Hesbh Insurance Totak
Ape ot Arvoumt Ape ot 2an2 patlh]
Add plinTe:
Confributions:
Erplower § 40154004 § 1424727 § — % 4572731 § 0 43472889
Flan Inlermber - - 5327389 52275806 45492117
Total Contibutons 40,154 004 14247127 S4T30 DR RN BT aE,00d 05a
Irerestioe nt Ineorme:
Met Appeeciation (De preciation) (4200677 (155, 148% - (4 445 525 (4,369 530
it Fair Value of Irsestments
Interest, Cividends, and Other Irrestme nt Income - - 02105 02,103 1,544.957
Total Irrestinent Ine cmme (4, 250,870 (15514 ] 03 53,720 2524803
Less Irvvestrne nt Expense — — — — —
Pet Irmresttoent Inoome (4 25087 {155 14 ana oz {3 543,720 (2,5240235)
Toial Addidons 35,853,307 1.269 551 53175595 LG 308 507 B6,440 363
Dieductions:
Healtheare Prermiurn Subsidies 23627438 1,155,018 - 24782 256 24187 114
Betiree Healthe are Expense - - 40 378,276 49 378,276 30.831.041
Ldwivistrative Expense TE2513 231241 1,211,427 2,225,181 2209 878
Toial Ded wolions 24400 751 1,356,255 50,587,703 76,383,713 aa, 228 035
Met Increase (Decrease} 13,453,570 (118,878 2588,245 13,025 104 el e
Dt Assets fel in trest for
postemp hyment healihe are benefiis
Beginning of Tear a5, &8 a0 20aZT155 33405833 101 935 745 31,726,418
End of Year £ T4 136 3510475 § WGRELING 5 11SEA3040 § 101038745
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Schedule of Administrative Expenses
For the Years Ended
June 3, 2002 and 2001

20402 20451
Pereonal Yervries:
StafY5 alavies $  sIMA4G $ 7804121
Zorial S emmty 31,853 535,75
Behwemwernt 1,288 455 1,230,575
Insrance 1,295,788 1,140,255
Lissessments S70.489 152205
Total Ferona! Services 125%Les w2304
Frofessional Serdcess
A chyarial 302583 401,170
Diata Processing 318414 E2G 358
Aadit 24078 188, A1
Lagal Coamsel 514,764 01,08
Mladical C oxultants 102625 25,800
Traiving and Fecmitment 156,544 158,508
Contrant S ervices 1,437 214 1,932 152
Healthrawe Fees A0e 07 191303
Total Paodissional S ervios SI0LEEL 14 man T
Coarowbunse st bions:
Printing 207080 153355
Telephore 5,00 271521
Protagze 335802 e =
Travel 255G 114 25
Total Comprrasucation: 5580 SR A
Rendale:
Office S pace TL556 71,140
Equipsment 55,011 &0, 745
Tistsd Reardals 1255947 HEN 2]
Mscellanentas:
Ceantral Geovermmrert Chavzes 512197 0201
Supplies 484 &l 414,574
Mairtenarre 442 548 9157
Mon-Capitalized Equipsnent 159220 45,185
Diepreciston 237685 3le, 2R
COP Amorhzaton 25052 -—
Total Biis cellanemns Lalanm L I
Total Admindrirati e Expenrer: Defined Benefit Pansion Flax,
Prstemmploymient Headibizare Flaz, and Dederred Coorpersaticn Flan
for the Vear Ended Fane 30, 2000 T MIST. AR £ M aT4me
Schedule of Payments to Consultants
For the Years Ended
June 30, 2002 and 2001
Conumisgion | Fee
Indaideslor Fom 2082 2001 DMNatere of Service
Milliman T3 4 $ 25475 F 314985 Achary
William Memwer ] 26,185 bt ary
Oegon Deparbverd of hastice 35430 00 Legal
Oiegom Andits Division 199,477 1a8,802 Aaadit
B W Beed Benefits, Inc. 14543 T2000 Health Insurance Conaltart
Lawrzesce Duckler, MD 45000 11,500 Medical ddviscr and FEapert Witress

n 50w
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Swmmary of Investment Fees, Commissions, and Expmses

For the Years Ended Jone 38, 2002 and 2001 il i) 01
et enaiinal By Fund Tanapers
Ay adian ¥ 1519220 ¥ 1576, 755
Biarc lays Clobal Eorestors (EAFE) 56,142 681,238
Brande ¢ Imrestrent 2037 160 2104 358
Cly Finday, B 1203 216 1405073
Crihans Capikal 1223 077 2575 D67
Cretiesic B corverd Dlana ganert Ld. 1453 543 1478837
Lagard fecet Dlarasarert 218 446 605 358
hlarvin & Pabrer Decociates 1462 204 104 344
Dlortzomrey deset 16T 348 1143 227
Foname Price 2104012 26T 262
Sarford Berrste 1A7T0 218 1206211
Schroder Capial 140,790 1119 087
TT Bderruatinnal 1371035 140,711
Doz enic Eguily Fund Managzers
Allisnce Capital Dlana gament 1531,199 1930411
Biarc lays Global Borestors (all fimuds)) 3172234 200 124
Becker Capital 1386 532 1276 596
Eroem Capital MG 413 1029 873
Eqita 217 501 1971206
Fidar iary Tnost -- 558 4651
Froley-Fetwyr Equity 1,122 594 1193 704
Hicholas Applegate 1730 243 2518571
Horthem Thast Corvpaty 216,760 035,792
Oal; hegon hites 1140 482 1580412
Peackires Locet hlana genert 692 434 296 014
Sardord Berrste i 2200762 2236 340
Shott Capita] Blaria getert TT6 516 2506 535
TheatipsotuFube e i Boee stor s 1551872 183 385
Veredns Capital Marazament 1159 403 236 408
Wangzer Aeset hlanagamert 2ITTATT 3,104,783
W Lingzton Mariagerert 2381182 2508175
Winsloar Capital Wl gt 1083 717 218 247
Faciger Capial Gronp 659 036 1330 483
Tiwed Bucorne Managers
Allisnce Capital Dlana gament 1503 207 311,996
Biarc lays Global Borestors (Corporate Gogremvenerd Bord Bude ) G0 442 198 070
Bhodrod: Financ ial Managenernt 1661226 360 267
Fide i Blariazernerd Trost Co. 1202 G4 384,725
Bolerrill Lyrwch Boere shnent st gers 119,146 643 289
Fogge Flobal Partrers 147 205 TG 073
W Ligzton: Maragzerert Co. 1471068 1703 075
W ctemn Secet DEirisze et 1,536,002 1554 524
Real Edate Barerbnant Fund hanazer
La Salle Sdericors (4 F x Brown Fealy) 1161274 4173 533
Lareraged Buyot Mamager
KR 12 G4 g 12 p37 260
Curbedham
State Stre et Bank 663 559 T15,000
Ahbernaiire Equaty Mansgers
2000 Biwerside Capital 1503 279
forors Equity Parthers 206 517 703,110
BT Gronth 1076 224 1279307
Castle Harlan 500,775 534,701
W2 Bmope 2109 538 2250000
Duomghty Hanson 2177 206 2041373
Exze ] Capital Partrers 2,500,000 2015425
Hicks hfase 2031 506 3319461
Partherum B stor = 2478 585 1,500,000
Patboaray Briveate Equity 2401304
Sokry Partrers 2558002
TP + Parthers G181 352 6 966,103
TE G Fumd 1584 365 101 466
Wectat Capial 1237 070 1001877
Citbier Slterrative Equity Fees 13307 242 11211752
Real Edate Fees and Expenses 21510323 25772 R16
Tteal Efate Bond Fopenses 4003 274 5530 504
State Treansy Fees 2082210 3377102
Sequrities Lending Fees 47 004,774 129325 304
Brokar age © orrEfFLTe 25088 343 3271207
Other Trventruere Fees amd Kopeises 1108229 221,556
Total Inresine ot Fees, Eornralsfions | and Tquanses -
Defined Benedt Panion Plan F 2EF256215 F 3E581650




Oregon Public Employees Retirement System

OFFICE OF THE AUDITS DIVISION
SECRETARY OF STATE Cathy Pollino

Bill Bradbury Director
Secretary of State

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

Auditing for a Better Oregon

The Honorable John Kitzhaber, M.D.
Governor of Oregon

254 State Capitol

Salem, Oregon 97310-4047

The Board of Trustees

Oregon Public Employees Retirement System
11410 SW 68™ Parkway

Tigard, Oregon 97223

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 basic financial statements of the Oregon Public Employees
Retirement System (PERS), as of and for the year ended June 30, 2002, and have issued
our report thereon dated December 10, 2002. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America 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, regulations, contracts, and grants, 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
-1-

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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financial reporting would not necessarily disclose all matters in the internal control 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 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 considered to be material weaknesses. However, we noted other
matters involving the internal control over financial reporting, which we have reported to
management of the PERS in a separate letter.

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 these specified parties.

OREGON AUDITS DIVISION

/2l )

Bill Bradbury
Secretary of State

December 10, 2002
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Investment Officer s Heport

OREGON INVESTMENT COUNCIL

deptember 05, 2002
168 BTATE CAPITOL

RAl FM, NRETON 81310

Dear PERES Memhers: ara-d1i1

Fort the second consecutive year, domestic equity matkets were roiled by recessionary concerns. Additi onal instability was created by
the Jeptember 11 tetrorist attack on the United States and warious accounting debacles and corporate governance scatdals (hegitning
with the collapse of Exwon in the fall of 20017 Inlate Howember, the M ational Buarean of Econotmic Researcl, an independent or gardza-
tion that morndtors the timelines of business cycles, determined that the latest economic recession began in Aprd 2001, ending a ten
year expansion period that began in March of 1991, In an ongoitng effort to stimlate the straggling domestic economy, the Federal
Open Matket Committee (FOMC) cut interest rates an amazing 11 times in 2001, bringing the Fed Funds rate to 1 .75 percent, the low-
est such rate in 40 years,

While the troad domestic equity moatket performed well diring the fourth gquatter of calendar year 2001, with the Eusesell 3000 Index
posting a quarterly return of 11 8 percent, the same index ended the fiscal year down 172 percent. In fact, the armualized thr ee- year
petformance was a dismal negative 7.9 percent. On a relative basiz, the Oregon Public Employees Fetirement Fund s (PERF) domestic
equity managers performed exceedingly well, posting returns 3 3 percent better than the Bussell 2000 Index, on average, over the past
three years Much academic debate has recently centered on the “equity risk premiom.™ Simply put, what can we expect the equity
matkets to produce, going forerard, over a risk-free rate of return? The consensus seems to be “not mueh”™ at least when gt in bd stori-
cal perspective. Traditionally, one could expect to earn about six percent over arisk free insthument (e.g., an intermediate term U3 gow
ertunert bond); that expectation has been lowered by half, to about three percert. G oing fore ard, aty expectation of achieving double-
digit returns will be challenging to say the least.

Amall cap walue stocks posting a rotust 8.5 percent return for the fiscal year highlighted domestic equities. Just as value investing was
profoanced “dead” by the financial media in the late 19905 vadue stocks dominated their growth brethren by impressive spreads for
the flscal year: large cap walue outperformed large cap growthiby 175 percent and small cap walue outperformed amall cap growth by
335 percent The Oregon Investr et & ouncil (OIS has appropriately adopted a style neutral approach to equity investing since pre-
dicting the “flavor-of-the-weat™ has proven to be a loser’s game. The dizzying rebuns once experienced in the techr-laden N ASD AD
Composite Index were Inanbled once again as the index lost neatly 32 2 percent for the fiscal year, on the heels of 2 45 5 percert loss
in fiseal wear 2001

The hig new s overseas was the cotversion of 12 European nations to a single currency (the eurd), effective December 31, 2001 By
most accounts, the changeowver was smooth and is exceeding expectations. Japan’s econom y cortitned to suffer a malaize from which
tecovety apped s far off. G owverrin ert intervention has been unaiccessful in stemming rising wemployment and increasing corporate
batbrupteies. The world equity moarket Cexcluding the United States), asmeamwed by the MECT Worl d Index (ex-TT3), 1lost 10.9 percent
for the year. Investors seeking shelter overseas, from poor U3 ecuity petformatice, were better off, on a relative basiz. One minor bright
spot, analogous to the small cap walue sector of the TS economy, wete the returns of international em erging markets which returned
3.7 percent for fiscal wear 2002, as measured by the IFC Emerging Markets Investable Securities Index. PERF s international equity
tanagers bested their custom benchmark by approximately 1.4 percent over the most recent three-year period, on an annialized basis,

The merits of diversification were affirmed again as the domestic fixed income markets, represented by the Leluran Brothers
2ggregate Bond Index, posted strong positive returns for the second consecutive year, earning 2.6 percent. With inflation ot 1.1 percent
for the year, hond retirns were quite impressive, indeed. Every moajor component of the T3 debt matliet posted returns in excess of 2.0
percent for the wear, with the exception of corporate debt, which returned 7.0 percent. On a global basis, none U3 debt did wery well
pattiewlarly if the currency exposure remained unhedged. The 3alomon M one T3 Wotld G overran ert Bond Index retarned 157 percent
for the yea ended Tune 30, 2002,

The FERF lost 6.3 percent for the fiscal year, with the market walue falling to approximately $34.9 billion (including cash). Since
year-end 1992, howevwer, the total matket walue of FERF (including the wariable portion) has increased by $19.9 billion, resulting in an
attmalized return of 10.0 percent. When compared to ofhier larger putlic funds, PERF s results place it squarely in the top decile ower
the most recent three and five year periods.

The prim oary goa of the PERF itrrestment program is realization of long-term earnings in excess of the rate (ourrently 2.0 percentf)
asgm ed by the PERS actuary. To realize this objective, the OIC has mairtained a strong preference for common stocks, Currendly,
equity securities comprise approximately 0.0 percent of total PERF assets, moeaswed at martket walue. The OIC reviews the asset allo-
cation policy on aregular basis, and a reexamination of key assumptions in early 2002 reaffirmed the current asset allocation mix.

i

Michasl hueller
Interitn Director - Invvestin ents

n 4w
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Deseription of Investment Policies

Oregon Fewized Statute (ORS) 293706 established the Oregon Investment Council (OICY, which consists of five mem-
bers. One member of the OIC serves on the Public Employees Fetirement Board (B oard) as a public member. Three
metnbers of the councdl, who are qualified by training and experience in the figld of investment or finance, are appointed
by the governor, subject to Benate confirmation. The state treasurer serves as the rermaining voting mernber of the council,
Inaddition, the director of the Public Erployeess Fetirernent Systern serves as a non-voling metrber of the OIC,

OR5 2937701 defines the investment fands over which the OIC has responsibility. Included are the Public Employees
E etirernent Fund and the Deferred Cotrpensation Fund. The OIC establishes policies for the investtnent and reinvestment
of moneys in the investment fands, as well as the acquisition, retention, matagement, and disposition of investtnents in
the investment funds The OIC iz also responsible for prowiding an examination of the effectiveness of the investment
program.

The OIC ensures that moneys in the investment funds are invested and reinvested to achieve the inwestment objective of
making the moneys az productive as posable. Furthermore, the investments ofthose funds shall be managed a= a prudent
investor would do, under the prevailing drowmstances and in light of the purposes, terms, distribution requirements, and
lawars governing each ivestment fund. Thiz standard requires the exercize of reasonable care, slall, and caution, and is
applied to investrnents not in isolation, but inthe contest of each fund’s portfolio as part of an overall investment strategy,
The strategy should incorporate risk and retrn objectives reasonably suitable to the partticular investrnent fund.

When implementing investtnent decisions, the OIC has a duty to diversify the investments of the investtnent fonds
urless, under the crcwmnstances, it iz not pradent to do so. In addition, the OIC must act wath prudence when selecting
agents and delegating authority

The OIC has approwed the following asset classes for the PERF: Oregon Shott-Tenn Fund, Fized Incotne, Feal Estate,
Equities, Alternative Equities, and Venture Capital Pattnerships. The OIC must approve, in advance, the purchase of
investments in a new asset class not described above, Individual investments which will require morethan 10,0 percent of
the fiunds allocated to a single asset class require the advance and explicit approval of the OIC,

The OIC maintains an “open-door™ policy wherein investment officers employed by the Oregon state treasury will hear
and consider investment proposals and solicitations from any person, firm, or partnership that submits a proposal or solic-
itation in good faith. However, under no droumstance does this policy require that the Oregon state treasury purchase the
proposed investment.

The DIC also maintains an equal opportunity policy. When awarding contracts or agreetnents, the OIC does not discrim-
inate because of age, race, color, sex, religion, national origin, marital status, sexual orientation, or disability,
Furthermore, the OIC encourages firtns doing or seeldng to do business with the OIC to hawve equal opportunity prograrns.
The OIC requires that all written contracts ot agreements with the OIC incorporate reference that affirmns compliance with
applicable nondiscrirnination, equal oppottunity, and contract compliance lavwes.

The OIC meets monthly and, in compliance with OFES 192.630-660, holds its meeting in a public forum Public notice,
including a meeting agenda, is provided to interested persons and news media which have requested notice. Written min-
utes and recordings are taleen of all meetings.

The OIC recently embarked on a detailed documentation of its governance structure and beliefs encompassing delega-
tion and retum expectations As funds under management have grown significantly over the last decade, these more for-
mal guidelines have become invaluable to the professional management of state fands. The OIC alzo regulady reviews
various aspects of investment policy, performance of investment managers and accounts; asset allocation, and a large
munber of investrnent proposals and recornmendati ons,
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Investment Resolts Periods Ending Jane 30, 2002
Anmrualized

1-Year 3-Year 5-Year
Total Porifolio -6.4% L% £.2%
Domestic Stocks -16.8 47 5.1
Benchrnark: Fussell 3000 ndex -17.3 =79 38
International Stocks 70 S35 0.6
Benchrnark: Custom Index (1) -8.7 -4.9 -0.9
Fized Income Segment 5.9 7.0 .8
Benchrnark: Custom Index (2D 74 75 74
Real Estate (3) 7.1 11.2 8.9
Benchrnark: NCREIF .4 8.9 120
Private Equity (4 -10.3 29 8.0
Benchroard: 5&F 500 +5% 6.0 33 16.3

Calculations were prepared using a time-weighted rate of retum based on the market rate in accordance with AIME s
performance presentation standards,

(1) 90% Salomon World Equity Broad Market ex-U510% International Finance Cormporation EMG Insrestable Securities
() 0% Lehrnan Universal/10% 35B 1 Non-UJS Wordd Gowernment B ond Hedged

(3) Feturns are lagged one quarter

4 F.eturns are lagged one quarter

Domestic Stock Real Estate
10 0%, 12 0%:
505, @_ A
0, :::;E & a0 ;::
A ,-"f 6 0%
-100%F, *"’f 4 0% ’/’-
150% L] 2|
-0, 0%
1-year eSS Sopear lpear Smar Sopear
| Dormestic Stock 8% Fussell 3000 Index | Real Estate WCEREIF |
International Stock Private Equity
1% 20,0
0% 15,05 :’:,
S0 10,0
S -
A% 0.0,
s L
-G
. 00w L7
) * =150,
Ly i yar 1-jpear Jrear Sear
International Stock %8 Custom Index (1) | Private Equity(4) [l S&P 500 4+5%
Fixed Income Segment
8.0 = =
TN [
6.1 [
500 /_,..
411
A
2.0 b
L ]
0.1
[-mar Jear j-}T/

| Fixed Income Segraent W Custora Index (2) |
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Investment Target Allocation as of June 30, 2002
OIC Allecation
Alternative Equity Cash
International Equity ' Fixed Income
Real Estate
Domestic Equity
Weighted
Law High Average
Range Hange Hange
Cash 0% 3% 1.5%
Fixed Income 22 32 266
Real Estate 5 11 18
Domestic Equity 30 40 345
International Eouity 15 25 19.7
Alternative Equity I 13 03
9% DA% 0%
Tvestment Actal Allecation as of Jane 30, 2002
Actual Alocation
Alternative Equity Cash
International Equity Fixed Income
' Real Estate
Domestic Equity
Cash 6.2%,
Fized Income 287
Feal Estate 48
Dorestic Eguity 342
Interrational Eepuity l6.4
Altemative Equity 97
HH R
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Ehares

2.936,875
4,525,940
4,220,020
1435700
1,783,024
1,035,310

341,290
1410,100

94,000

719,942

Par Yalue
$ 406,357 447
323,500,000
305,980,000
187,080,000
125,825,000
119,535,643
73,149,000
50,550,000
#3,200,000

69,963,410

schedule of Largest Assets Held

Fargest Stock Holdings (by Fair Value)
June 30, 2002

Descyip tinn Fair Yalue
Pfizer Inc. 102,700,625
Cisco Bystemns, ne. 67,321,863
Eni Societa per Amon 67,244 a47
Iedtronic, Inc. (1,519 745
LEMA Comoration 58,064 A04
BIP Paribas 57,260,944
Total Fina EIf 55413,741
Home Depot, Inc. 51,702,973
Johnzon & Johhson 51433.840
American International Group, Inc 49.123,007

b 6IIEEE00Q

Largest Bond Holdings (by Fair Value)
June 30, 2002

Descriptinn Fair ¥alue

Federal Mational Mortgage Assocation TBA 6.5%

due 02-15-2099 Rating Aaa § 505,976,854
Governnent Mational Mortgage Association TBA 6.5%

due 12-15-2099 Rating Aaa 329,970,000
U35 Treasuty MNotes 3.25%

due 05-31-2004 Rating Asza 308,369,698
Federal Mational MMortgage Assodation TBA 7.0%

due 12-31-2099 Rating Aaa 193745 660
Federal Mational Mortgage Assodation TBA 6.0%

due 12-31-2099 Rating Aaa 125510438
Federal Home Loan Mortgage Corporation TBA 7.0%

due 12-31-2099 Rating Aaa 123797 803
U3 Treasury Motes 5.375%

due 02-15-2031 Rating Aaa 91,213,341
Federal Mational Mortage Association TBA 7.5%

due 12-31-2099 Rating Asa 84,527,550
Govertunent Mational Mortgage Association TBA 6.0%

due 12-31-2099 Rating Asa 83,006,000
U5 Treasury Inflation hdexed Motes 3.875%

due 04-15-2029 Rating Aaa 78,862,056

A cotnplete list of portfolio holdings is available for vWiewing upon request.
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Schedule of Fees and Commissdons
For the Fiscal Year Ended June 30, 2662

Aseois Tindler Basis
Management Fers Poinds
bwestment Managers' Fees:
Fixed Income Ivana gers $10,454 526,025 $  &.a03,002 0082291
Equity Ivlanagers 18,502,776,526 43019 254 0237368
Venture Capital Managers 2,603,205 0.000o00
KKE Leveraged Buyouts 1,247 436,921 12,064 ARE 1.015265
Alternative Equity Ianagers (Limited Partnerships) 2,275441 963 43045 145 1 887337
F.eal Estate Iiana gers 1,732.705,739 25315, 283 1455355
Total Assers Unider M anagement 534,215 ASD 469
Oriher Drestnoers Service Feps:
securities Lending Fees 47 004,774
Itrwestiment Consultant Fees 175 660
Commissions and OtherFees 7 31,237 560
Total Investioent Service and Mamgers’ Fees 33256218
Schedule of Broker Commissions
For the Fiseal Year Ended June 30, 2002 L
Cormnission
Broker's Name Comarission Share / Par per Shave
Liernll Lynch, Pierce, Fenner & Srith, Inc. § 2,841,330 F 1,343 489063 f 0.on211
UBS Securities, Inc. 1,907 009 f24 287 113 0.oo3os
Beat, Stearns & Co, Ihe 1850, 553 200,539 793 000926
Goldtnan, Sachs & Ca. 1,561,895 274 549 472 000569
Dreutsche Banls 1,530,518 T01,394 461 0.oo219
Saloton Smith Barney, Inc. 1,512,121 TRA A1 AlA nootez
Credit Suisse First Boston Cotporation 1,485,195 549 988 490 0.ooz7a
Liorzan Stanley & Co., Incorporated 1,476,741 1,397 513,005 000106
Sanford C. Berstein & Ca., Inc. 1,342 626 23,939 594 0.05A0%
Lehman Brothers, Inc. 1,221,997 135,315,774 0.oo%o3
J.P Morgan Securities, Inc 1,162,109 528 405,938 0.oo2z20
ABN AMERO Incomporated TOF7R9 55,781,262 001269
HSBC Secunties, Inc. f2%5 964 1287, 043058 0.ooog9
Brockhouse & Cooper Inc. fi24,41% H4 AED 044 001142
Frank Russell Securities, Inc. B21,433 13,799 579 0.04503
Credit Lyonna s Securities 587003 3ETS07.072 n.001s1
Dresdner Kleinwort Benzon Morth Amenca LLC 513,794 17653225 0.02910
Lynch Jones and Ryan 452 544 8,861,459 0.05107
SG Cowen Securities Cotp. 434 360 3 A50.400 ooorry
Instinet Corporation 422 546 30473699 0.01387

Brokerage cotrtnissions on purchases and sales are too nutnerous to list; therefore, only the top 20 brokers by amount
of commission paid are shown,
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Investment Summ ary

Fair Peveent of
Value at Toilal Fair
Type of Investmend Jure 30, 2002 Yaloe
Fized Income
IS Gowverttnent Secutities T O1,127343.075 3.20%
U3 Agency Securities 2,668 318 459 7.80
Domestic Corporate Securities 2810741107 821
Drotnestic IMutual Funds 1,006.484.302 2.94
International Gowertinent and Corporate Secutities TA0E06,195 211
lobal Idutual Funds (13,593,000 178
Azzet-Packed Securities and Annuity Contracts 1,505,206,972 440
F.eal Estate Mortgages 1,731,916 0.0
Tuidal Fized Incorme 10,454 506,025 R
Eguity
Drommestic Stocks 5,306,594 040 15.51
Drotnestic IMutual Funds 7227 080 846 21.13
International Stocls 3.490.881,531 10.20
lobal Idutual Funds 2477310400 7.24
Tivial Eguily 18.502.776,526 3408
Real Estate
Feal Estate 1,0658.596.104 312
Lirnited Partnerships 631,185,763 1.534
Private Placements 32923872 010
Tadal Read Esials 1,733,705,738 _ 26
Alternative Eqguity
Lirnited Partnerships 2,275441 963 .65
Venture Capital 2.803,295 0.01
Leveraged Buyouts 1,247 426,931 _ 365
Tuvial Abernative Equity 3525472178 831
Tadal Fair Value T 34,215480,460 100.00%

Space and cost restrictions make it impractical to pint the entire inwvestnent portfolio in this report. & detailed portfolio
listing is available for wewing at the PERS headguarters: 11410 3W 68th Parkowsmy, Tigard, Oregon.




Cregon Puble Employess Retivement Svetem

Actuarial Section
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December 10, 2002

Eetirement Board
Cregon Public Employees Retirement Sy stem

Cear Members of the Board:

We have performed an actuanal waluation of the Oregon Public Employees Eetirement Systern as of December 31,
2001, In our opimon, the System 15 an actuanally sound system based on the current actuanal assumptions.

Artuarial valuations are normally performed every two yvears, as of the end of each odd-numbered year A special
interim waluation was perfommed as of December 31, 2000

In prep aring the valuation, we relied upon the financal and membership data formished by the System. Although we
did not andat this data, we compared the data for this and the pnor valuation and tested for reasonableness. Baszed on
these tests, we believe the datato be sufficently accurate for the purposes of our caculations.

Llillinan prepared the information presented in this Actuarial Section ofthe 2002 Comprehensive Annual Financial
Eeport, including the followang supporting tables, based oninformation in our 2001 actuarnial waluation report:

Artuarial Assumptions and Methods
Economic Assumptions
Iiortality Tahles
Fates of Retirement and Disabality
Fates of Cther Tertninations of Empl oyment
Future Salanes
Unused Sick Leave
Frobahility of Annuity
Frobahility of Vesting
Actuanal Cost Method
Actuanal Value of Assets

Actuanal Schedules
Schedule of Achve Member Valuation Diata
Schedule of Retirees and Beneficanes

Summary of Actuarial and Unfunded Actuanal Liabilites
Solvency Test
Fecommended vz Actual Contributions

In addition, we reviewed the Summary of Flan Prowisions and prep ared the Schedules of Funding Progress in the
Financial Section of this report.

The Retirement Board has sole authority to determine the actuarial assumptions and methods used for the valuation
of the Systern. The Board adopted al of the actuanal methods and assumptions used 1n the 2001 waluation.

LIy
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The findings have been deterrmined according to actuarial assumptions and methods that were chosen on the basis of
recent experience of the System and of current expectations concerning future economic conditions. In our opinion, the
assumptions uzed in the actuanial valuation are appropriate for putposes of the valuation, are internally consistent, and
reflectreasonable expectations. The assumptions represent our best estimate of future conditions affecting the System.
Wevertheless, the emerging costs of the System will vary from those presented in thi s report to the extent that actual
experience differs from that projected by the assumptions.

The actuarial wvaluation was prepared in accordance with generally recognized and accepted actuanal panciples and
practices which are consistent with the applicable Standards of Practice adopted by the Actuarial Standards Board of
the American Academny of Actuaries In addition, the assumptions and methods used meet the parameters set for
dizclosures by Governtmental Accounting Standards Board Statement Mo, 25

Theundersigned i an independent actuary, a Fellow ofthe Society of Actuanes, a Member of the Amencan Academy
of Actuaries, an Enrolled Actuary, and expenenced in performing valuations for large public employee retirement
systems.

In conclusion, the Cregon Public Emplovees Retiretnent System 15 an actuatially sound systemn based on the current

artuarial assumptions.

Eespectfully submitted,
é‘..-p-"l-"—-—'-"'

Matk O Johnson, FEA MAAA EA
Frincipal and Consulting Actuaty
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Actuarial Assumptions and NMethods

1. Economic Assumptions

a.  Consurer Price Inflabon 3.25% [Adopted 20017
b.  HealthCostInflabion Graded foom 30410 2003 to 5% mn 2011 (Adopted 20010
c.  Inesbwert Fetun 20 (Adopted 1989
d.  Intereston Tier Ome brconrds 2.5 (Adopted 19970
e, Wage Groath 425 (Adopted 19950
2. Mortality Tables (Adopted 1995)
Chass Service Retiees * Conarih wing, Fenhem
General Service ER-2000,
12 morth setb ack 5% of mhwee thle
Femalk 12 morth setb aclk %% of whee thle
Police and Fire ER-2000,
Ilale 12-mordh seth ack A% of whwee whle
Femak 15-mordh seth acle A of whwee thle
Schoal Distrct ER-2000
ale Hmonth sethak S of mhee &hle
Feamak Zo-nonth sethak S of mhwee whle
hdgze Menbers ER-2000
Ilale 13-mordh seth ack 100%; of whree table
Femalk 12-mordh seth acle 100%% of whree table
Db led Mentbers Service retitee table setforarard
Ilale 35 ponths ; mourmom 2 5% i
Femalk S ervice yotitee tahla set forvrard
24 months | oo 3 0% i
Surviving Beneflciaes EP-2000
Tlale 13- mordh seth acde i
Femalk 18-mordh seth acl Hid

3. Hetirement (Adopted 1997)
Fates of retirement and disshlement are flustrated in the following table,

State Exvmbovecs S dirivion Ewg lovees
mr%re LE'IE.T;_ Sbaod Evpdoeer  Genenal ferviee PLTE'L

Attaimed aned  Judpm

Hep Biade Femals I":me Biale Female Biale Female Fire Menders
Dty Dis ab lernent

KF) 1% 02 1% D% 1% 02 1% nete 1%

4 n nz nz nz n nz n ne n

5 s oz ng nz ol oz oz 20 s
Oudinary Disablemert

) 112 L4t nats 0% g st 2t o 0

42 14 21 14 13 17 12 20 22 11

5 28 £0 3 £ A5 2] %) a7 2
Service Retiverert - Tier One ¥

K] (124 [Fers Lt (B (124 (124 (124 1285 (B

55 10 5 12 15 9 5 5 25 -

58 14 11 12 2 15 15 2 25 -

2] 12 10 15 o 13 10 10 5 -

L) 40 1] ) 2] 40 55 1] il -

L) Bk Wk 1m e L Tk i 1m 100
Hawd Ot 40 X - 40 40 ) 15 - -
* Menbers over 65 are assamed to whre within the followang 10 vears . Allmdzes are assumed to wmhre at aze 653 under

FlanE.
#* Tey Taro s ervice retiement rates are reduced 33 percent for retiremert fioan ages 55 throagh 59 for Gerneral S arvice

nenbers.
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4. Other Terminations of Employm ent (Adopted 2001}
£ gelect period of five years iz used in the withdrawal azssumption. The rmtes of termination after five years of member-
ship are illustrated in the foll owing table:

Stade Eneplovens Sroldddeton Fmp by
Ceneral Sarvice Police SchoolEnmloyees Conersl Senvices  Folice
Attadned amd 2Tl CEISU Judge
Agp Mal TFowie Fire Bale Fowedb HMalk Fouwb Fiop Mal Foewale Dombers
22 19%% 14%% ) 18%% 15%% e 13%% LL o 17%% 1,29
i 2 2 3 5 3 4 7 3 5 9
42 4 5 2 2 3 3 5 2 4 &
52 3 3 - 2 2 2 3 2 4

5. Future Salaries (Adopted 2001}

The total annual rates of salary increase include an assumed 4.0 percent per annum rate of increase in the general wage
lewel of the membership plus increases due to promotions and longewity. The total rates of salary increase after five years of
membership are illustmted in the following table;

St Eavgebeyes Srdadarinen Engloyirer
Falire Falire
Attadned Geneval amd School Geseral and Julge

Sexvice  Sewvice Fire Enploes Service Fire CEISYT  Plendioas
5 B8 B TN RS TS S50 42089

10 525 530 &0 535 55 455 425

15 475 420 535 425 425 450 425

20 4715 430 485 450 450 425 425

6. Unused Sick Leave (Adopted 2001

For members covered by this provision, unused sick leave increases the final average salary used to calculate the pen-
sion. These members are assumed to receive an increase in their pensions on account of such prowision varying from 3.0
percent to 10.0 percent.

7. Annuity (Adopted 2001
The probability that retiring members will elect to receive an antmity based on their own contnbutions rather than a
lump-sum distribution ranges fom 75 to 30 percent.

3. Vesting (Adopted 1999}

The following table illustrates the probability that wested terminating members wall elect to receive a deferred benefit
instead of withdmwing accurmilated contributions.

Simde Eng byees Y dRdrion Frap logeee
Conwral Seviee Pebiwe Shosd Enphreees  Gonwrel Seovice . Polase

Attainad andl and  Jedge
A Filale Fenale Fire Make Femuale [Miale Fenale Five [lenshers
= 4505 48%% P R 554 LR 45 3% 1000

) ) ) 25 L] g 55 T ] 1m

42 ] Ta ] Ta g T = 5 1m

5 =X =) o 5 5 24 100 1

9. Artuarial Cost Method (Adopted 1999)

Accruing costs for all benefits are measured by the entry age actuanal cost method. The unfunded actuanal liability
created by this method, including gains and loszes, iz amortized as a level percentage of salary over a period conmencing
on the waluation date and ending on December 31, 2027,

1. Actuarial Value of Assets {Adopted 2000)

The Actuarial Value of Assets 15 equal to the fair market walue of assets on the valuation date, less a resetrve equal toa
pro rata portion of the investment gains (losses) ower the four-vear petiod ending on the waluation date. Investrnent gains
(losses), effective from Jatmary 1, 2000, are recognized at the rate of 25.0 percent per year. The actuarial walue of assets is
litnited to a 10.0 percent corridor above and belowthe fir matket walue
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Actuarial Schedules

Schedule of Active Member Valuation Data

Aovmal Harevage Ananaes bowed

Vaheaton Paymillin Anmuad % lncreass
Diade MNunher T howvzands Pay Anrprags

1251011375 0,519 $ 1014525 $ 11171 Hidis
12581197 Q5,284 1228758 12875 7.4
1251199 101,054 1483 152 14719 £.9
125141952 108,701 2082085 15,570 8.3
128171985 110,7%2 2428302 21,522 449
1251011987 114,954 2,784,735 2,055 4.7
125111959 121,495 3,155 442 2,554 4.5
125171591 131,721 3857 529 2513 59
125101995 157,515 4 488,797 2485 449
125141995 141,471 4.545,058 Hae 2.7
12811997 143,154 518l 582 35,045 24
125151999 151,262 55805 31528 20
12512000 155,555 6,155,862 5437 52
12512001 180,477 850,225 40,530 29 OdBxs
125152001 180,477 6255985 cAr —  Hoawr Bxis *+E

Schedule of Betivees and Beneficlaries”®

Anresnl W Pcyeeane Avexntpp

Waksadon Almvanser in in Anonsl Anmne]
Diate MNundber Thowurardde Almvrances Almvances

12311575 21993 ¥ 347363 Mids 1582
12311157 27258 SR B5.6 2087
1231155 0,713 7 482 266 253
123101 S 38251 124 257 739 3250
1235111985 45554 201 5988 B2.5 4450
1231157 0355 RS 3711 549
12311 585 5485 34171 245 528
123511991 5,108 442112 282 187
123101593 #0241 54 541 26 e
12311595 ) ol 241 10,208
123111997 A9 524 919038 313 13,200
123111599 g8 1,292 30 414 15409
12312000 g2458 1,385 556 LX) 16203
123102001 25218 1,514 451 93 17772

*Information regarding the number of retirees and beneficiaries added to/
removed from the rolls was not used in the actuanial waluations and was not
available in the records given to the actuary.

**5ince last waluation date.

w4k B ffective in 2001, the Anmual Payroll excludes the mermber pick-up, if any.

n 56w



Cregon Puble Employess Retivement Svetem
summary of Actuarial and Unfunded Actuarial Liabilides*

{dollar amounts in millions)
AL ag a %

Assois as n Unfunded Avmual of Annoal
Agpyeoals S of Averoed Active Ayptive
Valuation Acinarial Walaation Arctuarial Linb flilies Meraher Member
Dale Lish Rities Assety Liahililies (ITAL) Payroll Payroll
1273141975 T 1578.8 1 0339 59%0 T 6449 $1.014.5 6%
127317977 21939 1,3959 fid FEER 1.226.68 i)
1273141979 29057 2.026.0 70 8797 1.485.0 59
1273171952 48238 3.9917 83 8da.1 2.062.1 40
1273171985 72876 68,7756 93 512.0 24283 21
1273171987 0290.5 84087 91 8818 27647 32
1273171959 11,533.3 11,6087 101 734 3.1994 93]
1273141991 14,671.2 14,6679 100 3.3 38875 0
1273141993 19.001.3 17,5520 ) 14493 4 4668 32
1273141995 23,2484 20,957 4 2| 2.291.0 4. 8481 47
1273141997 31.,664.9 29,1082 ) 2.550.7 5.1a61.6 a0
1273141999 40.207.9 39,964 8 93 84351 5.878.6 17
1273142000 43.350.5 41,8046 ] 1.545.9 61,1959 25
1273142001 450477 39,8522 a7 60955 f,254.0 o7

*An extensiverevision of the actuarial waluation assunptions occurs at each valuation,
Therefore, the figures are not directly comparable,

Solvency Test
{dollar amounts in millions)

@) @ 3)
Other Portion of
Artve Hetireos  Members Actuarial Lishilities
Valnation Member and Employer Valuation Covered by Assets
Diate Conirihutions Beneficiaries Fnanced}* Assets {1} 2} i3
1243171975 § 0 3461 $ 03526 % 8301 % B339 100%; 100%: 7%
12753171977 451.6 50983 1,114.0 1,395.9 100 100 23
1243171979 A95.2 7403 1,469.7 20260 100 100 40
12/31/1982 1,09a.2 1,294 4 24291 3,9917 100 100 i
1273171985 1,760.5 2,2021 3,3250 8,775.8 100 100 B3
12753171987 23151 2,8712 4,104.2 85,4087 100 100 78
12/3171989 3,182.0 35517 47994 11,608.7 100 100 10z
1243171981 4.000.7 44714 6,195.9 14,667.9 100 100 100
1243171993 48534 f,239.3 70088 17,552.0 100 100 Y
123171985 5,753.0 749238 10,002.3 20,9574 100 100 77
1243171997 8,135.4 9,994 0 13,534.6 28,1082 100 100 gl
123171989 8,2358.1 14,3337 15,334.1 39,964 5 100 100 a5
1243172000 10,1425 15,664.1 17,543.9 41,804.6 100 100 a1
1243172001 10,2528 17,4659 15,228.0 39,8521 100 100 a7

*An extensiverevision of the actuarial waluation assumptions ocours at each valuation.
Therefore, the figures are not directly comparahle,

Hecommended vs. Actual Contributions

mepatate contribution rates are adopted by the Board for all state agenicies and corrmunity colleges cotnbined, all school
districts combined, the state judiciary, and each individual political subdivision employer (465 subdivision emnployers on
Decernber 31, 20013, Therates adopted by the B oard were thoze reconmended by the actuary after each waluation and after
legislative changes enacted subsequent to the waluations, except for the 2000 interim actuarial valvation which did not
impact employer contribution rates.

LI
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Flan Summary

summary of Plan Provisions

As of Decemhber 31, 2001

Membership
All ermployees of public employers patticipating in thiz system who are in qualifying positions become members of
the Bystem after completing siz months of service.

Employee Contributions Mandatory
Fmpiovment Categories

All.
Armannt of murdidory contributions

Employes contibutions are at a fized rate of 6 percent of salary except for some cases where another rate from an
old laww iz gtill in effect. Judges contribute at the rate of 7 percent of salary. Some employers have elected to “picle-up”™
employee contributions.

Unit Purchases
Frurpasae

To allow police officers and firefi ghters to purchasze, jointly with their employers, additional benefits payable
between retirement and age 65,
Awount of ermploves coniriblions

That amount actuarially determined to be necessary to prowide half the additional benefits desired. Benefits are in
units of $10 per month. A total of eight units may he purchased providing $30 per month at age 60,

Matching fargire
Each unit purchaszed by the metrber is matched by an equal benefit from the eraplover.

Ermplover Contribution
Ta provide for hencfits egrmad by prior sesvics

Az neceszary to pay for such benefits amortized over a 26-year period beginning Jarmary 1, 2002, and ending on
Drecember 31, 2027
To proviks for henafils agmedd By currend service

Mortmal costs plus arnounts as necessary to pay for the excess of the walue of such benefits over the sum of the pre-
sent walue of future nortmal costs plus the assets available to provide benefits amottized over a 26-vear petiod begin-
ning Jarwary 1, 2002, and ending on December 31, 2027

FPrior Service Credit
Stede amd sohiool district emplayess pricr to formution of Systzm
mervice prior to July 1944, but not to exceed 20 years.
Qiher crgplo vees prior fo emplover joining Syster
service priot to the date on which the employer cotmmmenced participation in the Systern, as determined by forrmuala
agreed upon by the Board of the System and the governing body of the public empl over.

Norm al Retivemment Allowance
FElgibifisy
Police officers and firefighters
Age 55
Judges
Age dd
Cthers
Age 58
Arearnt of monthly retizement allneance: fill formee
The sutm of:
a. A current serwice life pension equal to final average monthly salary times years of service times a percentage factor
(seetable on newxt page ), plus
b, & prior service life pension of $4 (36 for employees retired before April 8, 1953) tirmes years of prior service.

LA



Cregon Puble Employess Retivement Svetem

Percendage Limiation on Years
Yagior of Membership
D Gid Sexwice
Police Officers, 200%,: 1.35% Mone
Firefighters,
and Legislators
Tudges** Plan & 22135 187 lé-wear limit on new
percentage factor. Old
PlanB 375 200 fac for nsed for service
after 16 years.
Oithers 147 1.00 None

* If the parficipant has at least 10 wears of mewhership service and agrees to pay
an arnount ecqual to the employer plus ergployes contibation that would
e been paid, credit is granted for the siv-raonth waiting period.

*#* Tnder law, the maxivoom benefit payable iz 653 of final average salary
for Plan &, and 75% for Plan B.

Mz iremern inonthiy refivenait clovwemice
$100 for an employes with at least 15 years of creditable service. This is actuarially reduced if retirement occurs prior to
age 65, Benefits under the former judges’ system are grandfathered for those who retire afterage 70 with atleast 12 years
of service.
Formale pleis eonnily
For members maling contributions prior to August 21, 1981, the benefit will not beless than the sutn of
a. An anmity actuarially equivalent to the employee’s accumulated contributions with interest, plus
b, A current service life pension equal to final average monthly salary times wears of service times a percentage factor
(seetable above under * O1d™) but at least equal to the annuity.
Money mwdch
Itino caze will the cutrent serwice allowatce be less than
a. An anmity actuarially equivalent to the employee’s accumulated contributions with interest, plus
b, A matching amount from the emmployer,

Farly Hetivem ent Allowance
Fligifility
Police officers and firefighters
Age 30 or 25 years of service
Judges
Age al
Others
Age 55 or 30 years of service
Aprroagng of Benefit
Police officers and firefighters
Mormal retirement all owmnce, actuarially reduced if retirement occurs prior to age 55 or 25 years of service.
Judges
Mormal retirement all owance, actuarially reduced fomage 65 for Flan A judges,
COthers
Mortmal retirement all owance, actuarially reduced 1f retivernent occurs prior to age 58 or 30 years of service.

Oipticnal Forms of Benefit Payment
Cpiions coved feeblz

1. Lifetitne antuity

2. Cash refund annuity

3. Lifetime annmuity guatanteed 15 years

" 50




Overan Padhlie Emplovess Hetivemend Bvetem

L]
z

4. Joint and 100 percent survivor contingent annuity, with or without pop-up feature.
5. Joint and 50 percent survivor contingent antity, with or without pop-up feature.
. Lump sum of employee contributions and interest plus life pension (under any for) for corrent service under old
law and prior service pension
Arsozni of denafit
All options are actuanally equivalent.
Specicl frdoes’ provigon
The nomnal form is a joint and two-thirds survivor contingent benefit for a mamed judge and a cash refund annuity
for an unmarn ed judge.

Dearth Benefit Prior to Hetirement
Efigihility
Judges
Six of mote years of service
Others
All membets
Arsozni of denafit

Judges
1. The spouse shall receive a life pension equal to two-thirds of the service allowance.
2. The beneficiaty of an unmarnied judge shall receive the member’s acoumulated contributions with interest.

Others
1. If death occurs while the member is an employee of a participating employer or within 120 days of tenmination if
the employee does not withdraw the account balance or retire or if death results fom injury received while in the
serwice of'a participating employer, the benefit iz the member’s accumulated contributions with interest plus an equal

amount fom employer contributions.
2. If death occurs more than 120 days after termination, the benefit is the member’s accumulated contributions with

interest.

surviver Benefif After Hotiroment

Arpraznt of bengfit
Contination of paynents in accordanee with the optional fortn of retirement allowance, if such election was made.

Additional Death Benelits For Police O {ficors And Firefighters
Eligihility

apouse or dependent children under age 13 of deceased police officer or firefighter whose death ocourred afier retire-
ment for service or disability
Arrouzit of henafit

Twenty-five petcent of the uwwnodified retirement allowance that the police officer ot firefighter was entitled to at the
titne of death,

Disability Benefits: Duty-Helated
Eligihility

Dizablement ocourting as a direct result of'ajob-tneurred injury or illness, regardless of length of service
Arsozni of denafit

The sum of:
a. The cutrent service pension the employee would be entitled to at age 58 (age 55 ifpolice officer or firefighter;

age 65 ifa udge) or age at disablement, if greater, plus
h. The sate prior serwice pension the errployes would be entitled to at normal retirement date
FPelice efficers’ and firgfightars’ allernddives
It liew of the ghowe, police officers and firefi ghters may glect to receive a benefit of 50 percent of final average salary
at the time of disablement.
Minfremeree montidy refivarnent olknvance
Judges
45 percent of inal average salary
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Others
$100. This is actuarially reduced ifan optional forrn of benefits is chosen.
RedecBon of benafits
Whenewver a dizabled employee’s disability benefit and sarned incorne for any mmonth exceed the monthly salary received
at the time of disablemnent, the disability benefit will be reduced by the excess, but the combined income shall not be
reduced to less than $400 per month.

Dhisability Benefits: Mon- Dty Helated

FRailifity

Dizablement ocourning after ten years of service (2ix years, 1f'a judge), but prior to normal retirement age.
Awount of herafit

marne ag duty-related disability benefits, but with no police officers” and firefighters” alternative benefit.

Withdrawal of Benefits
Form of bernafit

Payment of accumulated employee contributions wath interest. Judges must have cormpleted at least five years of ser-
wice, otherwise, contibutions are forfeited.

Yosted Benefits
Fligihiiity
Contributions made in five calendar years without withdrawal of contributions.
Farrn af berafit
A deferred retiternent allowance with payments starting on or after the employee’s eadiest retirement date. During the
deferral period, the vested employee is, in some instances, eligible for death and disability benefits.
Aot of fenafit
service retirement allowance, actuarially reduced to the age at which benefits start.
Alterredive
In lien of all other benefits, and prior to woluntary retirement age, a merber may receive a payment of accumulated con-
tributions with interest.

Postemployment Adjustments
BHenefity gffectad

Applicable pension and anmity benefits except unit purchases.
Provisions

B enefits are adjusted annually to reflect the increase or decrease in the Consumer Price Index (Portland area — all
items) as published by the Bureau of Labor Statistics, 115, Department of Labor

The mazimum adjustment to be made for any year is 2.0 percent of the prewious year’'s benefit. Any CPI change in
excess of 2.0 percent 15 acoumulated for future benefit adjustments which would otherwise be lezs than 2.0 percent. Mo
benefit will be decreazed below itz onginal amount. Inaddition, thelegislature penodically has granted ad hoe increases,

In addition to the provisions described above, all members are eligible for a benefit adjustment equal to the greater of (a)
(below) or (b)) Cnest page):

fay Senate Bill 654

Forall benefits, except the return of member contributions, an adjustment equal to the following percentage:

Bernefit Int rease
Police
Yearsef  Gemeral and
Hervice Hervice Fire

o-9 0.0% 0.0%
10-14 10 10
15-19 10 10
20-24 20 25
25-29 30 4.0
30+ 40 4.0
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(by  HouseBill 3349
Forall benefits, an adjustment equal to the following multiplier;

l ¥ creditable service priorto October 1, 1991
| - masimm Oregon persotial All creditable serwices
incotne tasx rate

Variable Annuity Program
Fmplovae contriliufions

An employes may elect to hawe 25, 50, or 75 percent of his or her contributions placed into the Varable Anmuity
Aceount.
Invesient of conbribufions o Varfable Annity Account

Iloney in the Variable Annuity A ccount may be invested by the Oregon Inwestrnent Council in any investment autho-
rized for the System, but 15 to be directed primarily to equity investments,
Fenefily prrchesed frows Voarfulle Annuity Accorend funds o relirermeni

At retiternent an emnployee may elect to recelve a wariable anmiity with the funds acouwrnulated in his or her wariable
accouat.

The wvarighle antity pottion of the benefit is thus increaszed or decreased annually to reflect investtnent gains and losses
of the wariable annuity portfolio.

Alternatively, the employee may elect to have all variable funds in hiz or her account transferred to the regular fund and
receive an annuity from the Systern az though no wariable annuity program existed. The benefit is increased or decreased
to reflect the walue of the Warnable Anmuty Account at retirement. Mo subzequent changes after retirement aremade.

Retiree Healthe ave: Medicare Supplement
Elhigihifity
A mernber iz eligible for a Retirement Health Insumnce Account contnbution if all of the following are met:
1. Cutrently receiving a retirement benefit or allowance fom the Systermn,
2. Accrued eight years of creditable service before retirement,
3. Enrolledina PER.S-sponsored health plan, and
4 Enrolledinboth Medicare Part & and Part B

Banfit
A monthly contribution of up to $60 per retireeis applied to PER.S-sponsored MMedicare supplemental insurance costs.

Hetiree Healtheare: Inder Age 653

Fligibility -
F.etired state employees. Years of Subsidized
SEIVICE Lot
Senalit >
A monthly subsidy baszed on the average difference between the health insurance premivms TS'T”’:;H E 50 '
paid by retired state employees in a PERA-sponsored plan and those paid by active state 1|j 14 &
ernployees in a state-sponsored plan. The difference is attributable to grouping retired state 1519 70
ermmployees separately from active state emnployess. 20-24 20
The average difference is the masimum subsidy allowed and is recalculated every year, The 25-29 20
scheduled subsidy as a percentage of the mazimum subsidy is shown to the right. 30+ 100

Analysis of Financial Experience

An analysiz of the gains and loszes has not been performed in conjunction with the valuations. The fgures for this state-
ment are, therefore, not available. However, an extensive review of all actuarial assumptions is required to be performed
at each actuanal waluation.

Independent Actuarial Heview Opindon
The firmn of Millitman USA is refained as an independent actuanal consultant by the Systern. All of the information pre-
sented in this section ofthe report has heen prepared by Willirnan TTSA.
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Statistical Section
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*

Eevenues by Source

For the Years Fuded June 33:

Defined Benefit Persion Plan

Enip ver Condy s whons
Fiscal Mewiher Porgent of Avonnl  Conbiibutions fom Met Divestnaend
Year Congrih wions DpNars Covered Payrell {hiher Bonrces and Other Inceme Total
1993 § 262,194758 410,113,194 10.09%, 5 14339140 1,761,305431 § 2447952523
1994 264,495 474 396,009,324 024 17,864,885 878,353,382 1,556,723,065
1995 271,590,246 416,283,061 932 15,335,270 2,427,244.219 3,136,453,994
1994 289,734,77138 415,704,525 a.40 16,754,283 3,.970,105,115 4,602,209 264
1997 303,723,333 433,280 207 883 17,111,241 4. 827,330,145 5,581,453,981
1993 322,378,126 455,531 987 886 17,957,112 4.561,851,105 5,657,718,330
1999 338,859,319 473,096,323 .97 17,502,513 3.491,728.315 4.321,126,470
2000 348,244,045 1,022 650,598 17.53 19,121,874 6,680,242 927 8,070,259, 444
2001 370,165,609 639,010,754 1080 20,272,204 (3,465,913, 290) (2,436,459,323)
2002 391,542,211 QEDOTEDL T 15.56 20,939,073 (2,422,055,208) (1,020,495,007
Poztemp lnyment Heabtheare Plan

Emplover Combrdh wiinmns
Fisral hiendyer Percent of Annual Conirdh uwidsns from Met Tnvestiient
Year Condrfutions ¥+ Dollars Coversd Payrell Oilier Sourees and Other Income Taial
1993 § ik 20964059 0.52%, $ His § (63,170 3 20,320,287
1994 ik 21485927 0.50 ik (962,206) 20,523,721
1995 His 22,663,321 0.51 His (824,523 21,838,793
1994 ik 29,903,612 0.40 ik (121,7117 20,121,901
1997 ik 28,480,878 0.58 ik 559,558 29,049,434
1993 His 36,425,308 07 His (218,554 36,208,244
1999 ik 37,282,830 0.7 ik 855,465 32,138,005
2000 36,870,774 41,242,733 0.7 ik 9,545,657 87,959,164
2001 45,402,117 43,472 869 0.74 His (2,524 623 26,440,363
2002 52,273,296 41,578,731 0.65 ik (3,543,720 90,30%,907
Deferred Compensatn Flan***

Enpbver Contribuiions
Figcal Memh or Percerd of Anrual  Comiributions from MNet Investment
Year Contrihutions Dollars Covered Payroll Ciher Sources and Criker Ing ome Total
1992 51,781,284 $ Mt JuF b + His $o62151320  F 0 113,933,206
1999 34,550,787 it Wik Hik 58,157,120 03,707,907
2000 41,512,686 it Wik ik 69,840,556 111,353,242
2001 43,512,667 it s ik (a1, BE7,ET0) (18,375,203
2002 47472963 Wit Wik NIk (d1,265,658) 5,607,305

*Eraplover cortributions for flscal year 2000 and 2002 include emplover prepavroents of mmfunded labilities.
*#*5tandard Fetiree Health Insurance account ac ity was added to the Systerm July 1, 1999,
*#* e ferred Compensation becarae an Expendable Trust Fund in July 1997, and inforraation prior to 1992 is not available.

g
z



Cregon Puble Employess Retivement Svetem

Expenses by Type

For the Years Ended June 3

Definedd Benef! Pension Plan

Fivest Adwdniriralive

Year Bernefiis Expenses Refunds Taial
1993 § 552277075 % £7610%4 32686623 § 593724782
1994 603,324,622 10,237,720 33,479,549 647,041 691
1995 02,539,161 10,320,028 37,249,150 157,108,339
1996 760,759,150 11,267,713 51,914,136 224,540 999
1937 852,187 854 13,227 283 52,542 067 947957234
1993 1,574, 434076 15,183,952 56,593,468 1,646,571,526
1999 1,343,217 654 15,666,311 50,530,792 1,409 415,257
2000 1,442 314,231 18,568,579 51,726,463 1,512,609,273
2001 1,578,497,193 25314519 4,243,701 1,650,115,713
2002 1,682,072,222 17,456,752 46,026,912 1,751 616,552

Pasienip byment Heabheare Man

Fiscal AdminisiTatie

Year Benefits Exp enses Hefonds Total
1993 $ 18950119 § 1204208 % NIt F20,244.327
1994 20,227,065 1,376,109 Hi& 21,603,174
1995 20,692,001 1,320,042 MNi& 22,021,043
1996 21,144.177 1,371,756 Mi& 42,515.933
1997 21,726,518 1,449,323 Hi& 23,175,841
1993 22437919 1,422,420 MNi& 23,860,330
1959 23,090,627 1,789,977 Mi& 24,280,604
2000 39,442 485+ 2112148 Hi& 61,560,633
2001 64,018,157 2.209.878 MNi& 66,228,035
2002 74,158,532 2225181 Mi& 76,383,713

Deferred Compensation Plan **

Fiveal Admintstratere

Year Benefits Lxp enses Redunds Tatal
1992 § 0 36,226,625 $ 546,537 % ML § 0 36,773.162
1999 14,045,202 475,878 it 14,521,620
2000 26,424.319 607,203 Wit 27,091,522
2001 28,387,233 589,512 ik 28,978,745
2002 41,149,643 685,523 it 41,835,166

*Standard Fetiree Health Insurance account actrvity was added to the Swyetern July 1, 1999
*+De ferred Compersation became an Expendable Trost Fund in July 1997, and information prior to 1992 15 not availdble.
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Fevenues by Source
For the Vears Ended Diecommber 31*:

*Calendar vear-end mformation iz provided because earnings ave distibnted az of Deceraher 31.
it Employer contribntions for cale ndar year 1999 melude erployer pre pasave nts of unfinded liabilifies.
Hitk S tavdard Retivee Health Insurance ace ount actvity was added to the Systera Tuly 1, 1999
ittt e ferred Compensation becare an Expendable Trost Fand in July 1997, and infommation prior to 1993 iz not available.

Befined Bemefil Pension Plan
Ewplover Contributons
Calendar Membex Percend of Avommal  Contrdotions from  Det owvestment
Year Coniribuidmns Dollars Covered Fayroll Oither Sowtces and Oiler Iweme Total
1992 § 246,695,120 § 400120020 10.34%, ¥ 14116142 § 1491230276 & 2,161,171,2307
1993 256,388,041 399,671,570 948 16,911,600 2,170,354,673 2,343,325,884
1994 271,256,815 402,729,756 923 16,425,716 (14,042, 42007 76,420 297
1995 285,912,537 401,403,529 228 16,450,744 4110617339 4214 384,149
1994 296,417 995 452,112,090 595 17,132,464 4,358,354,523 5,104,017,075
1997 291,120,161 440,001,230 521 17,361,420 4,582,430,090 5,330,912,901
1998 318,434,441 452 088,742 87 18,625,823 3,978,901,235 4.766,050,236
1999 347,053,153 9E1,343, 197+ 17.70 18,671,028 7,455,428 861 &,202,496,839
2000 338,532,128 617,392,002 10.52 20,251,716 140,492,220 1,136,668,186
2001 385,221,900 715,640,552 11.52 20,591,587 (2,704,326,428) (1,582,872, 380)
Postemp byment Healtheare Plin
Erp loyer Cortrifrutinns
Cabendar Memh pp =5 Percent of Anemal  Contr@fiutione from et hwestment
Year Coniribuibions Dollars Covered Paymoll Cther Boarees and Chher Ivome Taotal
1992 + Mt 22039211 0565 + Mg i (721,391) § 213175820
1993 ik 21,368,081 0.51 Wik (B12 A48 20,555,433
1994 Mik 21,749,553 0.50 ik (BE0,1597 20,269,364
1995 Mik 25,772,074 0.53 s (811,528) 24,960,546
1994 ik 30,394,820 0.63 Wik (581,004 20815726
1997 Mik 32,910,294 0.66 ik (4a0,4497 32,449 245
1992 Mik 35,950,477 0.6%9 s BE2,126 36,832,663
1999 ik 38,120,067 0.7 Wik 1073415 44,193,452
2000 41,957,900 42 123,758 0.7 ik 2,137,657 26,319,414
2001 46,694,469 43,083,579 0.6% s (3,444,783 BA,333,285
Deferred Compensation Plan ++++
Employer Coniributions
Cabendar Memb oy Percent of Anemal  Contr@fiutione from et hwestment
Year Coniribuibions Dollars Covered Paymoll Cther Boarees and Chher Ivome Taotal
1992 40,915,041 $ it Wik ! Mt ! 57926233 & 95,241,274
1999 40,900,062 Ni& Ni& Nit 08,754,165 137,654,833
2000 48,984,327 Wik Wik Nit (18,9090,331) 20,093 0948
2001 42,815,469 & & it (d4,610,4607 (1,794 9913



Cregon Puble Employess Retivement Svetem

Expenses by Type

For the Years Ended Decernber 31*:

Defined Benefl Pension Plan

Calendar Ad prinirtrati e

Year Benefits Expenses Refunds Total
1983 $ 499275811 § 2,214,080 § 27,167 342 § 535,257 242
1983 591 260,848 Q201,128 28945 900 A30,005,874
1904 653,521,434 10,070,502 37,658 540 01,251 482
1985 740,128,144 11,575,588 42 207 O3 703,904 /50
1996 02,262,785 12,026,101 43 850,830 B58.7309 516
1987 1,202 490 f84 13,377 687 6,034 658 1,361,912 011
1983 1,308,791,798 15,991 040 58.al6,445 1,383,300 283
1550 1,423 232 307 17,636,439 47338113 1,485 215,859
2000 1,520 826 160 22,240 490 48 558 962 1,600,625 612
200 1,647 429 438 20,934 512 42 537150 1,710,901,109
Postemp byment Healtheare Plin

Calendar Adnrinistrative

Year Benefiis Experwes Refunds Total
1983 $ 17.788,30a § 1,166,374 § Jofr: § 18,952 AE0
19873 19,691 680 1,357,073 Bt 21,048,733
1904 20560, 342 12287193 ity 21,780,135
1995 20,934 950 1437917 ity 22373 906
1996 21,415,108 1,410,077 Bt A EA5,185
1987 22056 425 1,477 442 ity 23,533,870
1983 22794955 2110411 ity 24905 366
1550 3061270 1,885,042 Bt 41,501,312
2000 A, 320, D054+ 2,14z 202 ity 63,065,107
200 ad 921 75 2224045 ity 72,145,770

Deferred Compensation Plan +++

Caberedar Adminisirative

Year Hemefits Experses Refunds Total
1993 22421987 ! 344,997 $ Mt § 24,968,984
1504 25,252 653 SHE,HEA MNi& 45,821,379
2000 34,886,565 619,774 Mi& 35,506,339
2001 29,114,174 60,738 Hi& 29,714.912

*Zale ndar year-end inforrnation is peovided becanse e arnings are distributed as of Deceraber 31.
*#3 tandard Retivee Health Insurance account actrvity was added to the Syetern July 1, 1999
### D ferred Compensation becarme an Expendable Trust Fund in July 1997, and infonmation prior to 1992 15 not availdble.




Overan Padhlie Emplovess Hetivemend Bvetem
Schedule of BEenofit Expenses By Type -
Defined Benefit Pension Plan

For the Years Ended June 30:

mchedule of Earnings and Distribuotion
at December 31:

Begular Tier One Account

Vartable Account

Disal fity Benelits

Figral Eervice Dienih

Year Benefits Dty Mom-Duty Benefits Eefunls Todal
1993 § 517,136,538 § 4278751 § 26,073,136 4788 450 § 32686623 § 584063 608
1994 564,359,717 4 353,988 20,493,974 5,116,541 33,479,549 636,803,971
1995 B66, 576,763 4,968,384 31,526,498 6,167,516 37,249,150 744,788,311
1994 712,724,411 4007472 35,785,241 7,342 026 51,914,134 812,673,286
1997 820,635,096 5,246,985 40,722,206 6,583,507 52,542,067 934,729,951
1992 1,493,706,047 2,424,021 61,959,497 10,404,511 56,503,468 1,631,387,544
19939 1,272018,822 6,747,274 53,102,285 11,349,273 50,530,792 1,393,748 444
2000 1,368,434,952 7,328,142 56,328,089 9,223 048 51,726,463 1,494,040,654
2001 1,498 522, 236 7,522,924 62,163,492 B658,541 46,243,701 1,624,740,594
2002 1,500 474 2164 2,496,606 69,979 230 10,121,636 46,086,912 1,734,159,200

*The law creating Tier Two became effective Jarmary 1, 1994,

Farnings/{Loss) Availahle Disurthution Earnings/Laoss)

Year for Distrih ution Tier Ore Tier Two* Distributed
1003 f.0450% &.00% 10.54%
1003 15,0423 12.00 1285
1004 21625 .00 (1.78%
10095 207524 1250 2001
1094 244204 21.00 24.43%, 21.06
1097 204232 1870 2042 JEET
1008 154300 14.10 13,63 2145
1004 248000 20.00 2197 JEES
2000 0.6300 .00 0.54 (324
2001 CFLT00 .00 (6.68) (1119



Cregon Puble Employess Retivement Svetem
Schedule of Average Benefit Payments

Eetirewmwend Effertive Dates
Judy 1, 1002 4o Veors Crediied Senvive
June 38, 20632 -5 6- 10 i1-15 ig - 20 21 - 25 26 - 38 i+ Total

1993 Lvverage IWbmthly Benefit § 15659 § 42400 § 73300 $120748 199260 $240484 §327700 | 1725

Murber of &ctive Betires s 242 306 433 456 529 &10 414 2,950
1994 Laerage Ibnthly Benefit § 16456  F 42057 F 78524 $1.24711 $192670  FLMETEY 318179 | § LaTAES

Nureber of Letive Betives s 292 387 459 569 G3E 671 431 3,43
1995 fverage Wbnthly Benefit FO1T9ET F 41469 F T93ET $1.24051 $1.97330  FATI640 F3I3335 | F L7754

Mureber of &ctive Betiree s 367 502 556 a07 538 1,018 156 4 544
1996 fvverage IWbmthly Benefit § 16294 § 30748 § B13.14 $122043 186107 $242597 $315034 |4 148300

Murber of &ctive Betires s 3a0 420 422 559 427 B39 251 3158
1997 Laerage bnthly Benefit $ 20207 § 44022 § 87683 $134248 F214171 293249 $3335001 | § 171040

Nureber of Letive Betives s 440 476 445 BEE T15 TE2 318 3,904
1998 fverage Wbnthly Benefit § 25359 % 56560 % 09816 $1.53313 F238000 $331550 F301217 | § 16655

Mureber of &ctive Betiree s 513 240 201 1,528 1,412 2,087 921 2411
1999 Lverage IWbnthly Benefit $ 30724 433093 $1,13387 $169630 $257604 $3353180 §412392 | 219088

Murber of &ctive Betires s 415 1K T34 917 o442 1,334 438 5,385
2000 Ascerage Ivbnthly Benefit 27535 F 65725 $10627 $169306 $257080 $357262 §426213 | F 203620

Nureber of Letive Betives s A6 584 588 50 T1E Q53 252 4,201
2001 Aserage Ivbmthly Benefit §o34p08 0§ 62774 3112027 $1,73902 F264846  $3703.72 §4.10495 | F 205037

Mureber of &ctive Betiree s 537 559 Az e Tad 937 244 4 256
2002 Aseraze Ibnthly Benefit § 51204 76072 $111460 $180154 $247298  $393402 § 463303 | § 244652

Murber of &ctive Betirees 309 471 fl 614 921 1,123 340 4,47
Toilal

Sxwerage Momihly Bensfit FOITTEL OF 3PLES 8 YIEFD BLITWTZ f 18628% 27797 f RUSUDO | § 186317

Munther of Active Retiress £.453 11500 12,587 i4.322 14,253 15,566 9,301 #6,082

Schedule of Benefit Heciplents by Type of Benefit
For the Year Ended June 30, 2002

Tonihby Tamidhen Tyrpe of Redcanent® Agunidy Giyoboms ** Ly S @ pidons =+
Banefit of Hobend
damangnt Hedrees 1 s 1 4 Azimudty 1 s 1 4 1 s 1
] 1-1m 6,262 RN 4 0 oM ooy a3 752 181 gl 3% Lo 14
101-200 6075 50 ] Ll ey 12E 1181 k] Im 131 1,251 T 221
201-300 326 4318 ] ] Tar 1,265 L1 g 353 121 a4l 465 15
301-400 4,581 360 @ 155 i) 113 1.1m am 87 o 570 Il 1%
401-500 4,157 33N T4 1 518 1065 10e 75 3Tl 105 15 i) 1M
A01-600 30T ER N H 157 437 nx el ] M) 1) 106 357 20E )
a01-700 34T 3 Ll 17 I ) 931 ] 434 o 264 15 b
701-800 3lx 2,606 L1 124 i TR 211 619 35 o 242 150 2
a01-900 3831 iz= In 1 255 g T 50 357 71 17 112 b
Q01-1000 LY 2,260 10 157 PE] 60l Ty ) I T 181 125 k]
1001-1500 10962 9216 ] TL &5l 243 35489 2343 lam 30 [it=] 539 2m
1501-2000 a0 7.1 2] A0 416 L5 2,102 1.Ba5 1,165 am L i) hE 135
Owrer 2000 2455 23411 1 T45 591 35 6,55 T.R05 14+ T 641 832 260
Tutads G608 w497 540 303 045 1755 19,986 19, 46 10,744 202 B d53 54t FR LY
Ty of Relfamend *= iy and Doogp Sums Gp s
1- Hommal 1- Mo henefit for beref iy
2 - Daey Disabilicy 2 - Bernefi ryreceimes same morthbr benefit far life
3 - Hom-Indy Diisabilicy 3 - Benefi dryreceimes half the mordhbr benefit for life
4 - Srwiror Poymerit 4 - LS-yert Cermin

n G0 n



Overan Padhlie Emplovess Hetivemend Bvetem
Eetirem ent System Bdembership
at December 31:

1975 1960 1985 1984 1595 2000
State Azencies 35,191 37,935 37,824 46,187 45,065 42,434
School Districts 44,400 46,150 47,590 45,144 55,734 63,133
Political Subdivisions 14,665 73,728 26,238 33,177 40,635 53,291
Tnac tive W rhers 10,354 14,128 15,920 23,275 32,033 44,230
Total Hon-Fetired 04410 131,541 177,572 150,753 73,470 0, G
Retired Ierabers 72,227 72,832 46,181 55,540 64,796 2,355
Tatal Membership 138,857 58773 175,755 306,375 PRI TR A

A drinistrative Fxpense $ 1007293 $ 1949677 $ 2905072 § 2901001 $ 13,500,677 $ 24,358,550
Persion Roll (one month)  $ 2920285 § 7474402 § 12083614 $ 33175338 § 58457531 $122.467,087

Retirem ent Systeme Membeorship

at June 3{:
poay [93g 104G HEED 2081 2002

State Azencies 40,071 40,271 41,636 42,188 43,212 43,047
School Distrcts a0,004 59578 72,303 a3, 944 f3,962 a7,124
Folitical Subdndsions 43 092 47,599 S0,A70 52852 54,749 55,991
Inactrre Ivkmbers 35,944 37,945 39702 42937 da dal 45 725

Total Mon-Fatired 185,111 185,354 94311 201,931 210383 215,787
Eetired Members

and Beneficiaries Az, 449 15,326 TEE59 21,1164 3,223 26,082

Tiotal bembershap 253,540 260,70 273,170 2E3 07 5 a0 S0 EAR

hdministative Expense*  § 14676606 § 16606402 § 17,456,733 § 20,630,727 § 27584607 § 19,681,933
Persion Roll {one month) % 70016347 $ 27909572 § 99,602,182 $109,200162 $ 126460160 $135.201,238

*The administmtive expense amount includes Defined Benefit Pension Flan and Posternployment Healthcareadminis-
trative expense.




Schedole of Participating Ermplaoyers (861)

State (125)
Ldult and Family Services

Lppraiser Certification and Licensure Board
Board of &ccomrtancy

Board of Architect Examiners

Board of Chiropractic Exarniners
Board of Engineering Exariners
Board of Geologists

Board of Trreshigators

Board of IWedical Examirers

Board of Optore try

Bioard of Py hologist Exarniners
Board of Tax Services Examiners
Bawrean of Labor and Industies
Capitol Planning Corarndssion

Childre n’s Trst Fund

Cormrission for Woren

Cormraission on Asian &ffairs
Cornission on Black &fTairs
Corraission on Hispanie Affairs
Cormraission on Judicial Filness
Construction Contractors Board
Depmrtrnent of Ldrimstratiee Services
Departraent of Agriculture

Departrnent of foviation

Departrnent of Consarner and Business Services
Departraent of Correcions
Departrnent of Education

Depmrtrnent of Education Contractors
Departraent of Ernergy

Departrnent of Exnrirorevental Crality
Depmrtrnent of Hurnan Resonrces
Departraent of Justice

Departrnent of Land Conservation and Deseloprne nt
De pmrtrnent of Bevenne

Departraent of State Police
Departrnent of Transportation
Deypmrtrnent of Veterans” & ffairs
Digpmte Resolution Coramission
Dhistrict Attormeys Departient
Dhivigion of State Lands

Eastern Cregon Peyrhiatric Center
Eastern Cregon Training Center
Econoric Dieseloprne nt Departraent
Ernplovraent De partraent

Eraployrnent Felations Board

Fairview Trairing Center

Foe sty D partoent

Teology and Diine ral Industries
Crorverrrnent Standards and Practices Cormrndssion
Health Division

Insurance Pool Gosverrdng Board
Judicial Departrent

Land Tse Board of Appeals

Landscape Srchitects Board
Legislative Sodrainistration Corarndtte
Legislative baserably

Legiglative Corunittess

Legislative Fiscal Office

Long Term Care Crabmdsroan

IvEntal Health Division

Nllitary Departrment

Ciffice of Cormmnity College Services
Ciffice of the Governor

Ciffice of Legislatre Counsel

Ciffice of the Public Defender

Ciffice of State Cowrt &drainistrators

Cregon Puble Employess Retivement Svetem

(il Heat Corenission

Cregon Board of Licensed Professional Counse lors and The rapists
Cregon Beef Couneil

Chregon Bluehe rry Comrnission

Cregon Board of Massage The rapists
Chregon Corardssion for the Blind
Chregon Corarission on Children and Famnilies
Cregon Comections Enterprises

Chregon Crirainal Justice Corurission
Chregon Dairy Products Cormission
Cregon De partrnent of Fish and Wildlife
Cregon Dizabilities Commission
Chregon Cnnge ness Crab Corarndssion
Cregon Film and Video

Cregon Fore st Besowrces Institute
Chegon Fryer Corarnission

Cregon Hazelrt Coroaission

Cregon Health Licensing Office
Chregon Hop Corarnission

Cregon Housing Agency

Cregon Liguor Control Cororission
Chregon Potato Comrission

Cregon Facing Corardssion

Cregon Resowree and Teclmology Developmment Corp.
Chregon Salrmon Cormnission

Cregon State Bar

Chegon State Bar Professional Lisbility Fand
Chegon State Fair and Expo Center
Cregon State Hospital

Chregon State Library

Chregon Trawling Commission

Cregon Watershied Enhancernent Board
Cregon Wheat Corrnission

Chegon Fouth Authority

Fhiysical Therapists Lice naing Board
Fsyrliatric Security Resiew Board
Public Defense Services Cormrrission
Public Exnplotye es Betirerne nt 5 ystemn
Public Safety S tandards and Trairdng
Public Utility Corarnission

Real Estate Bgency

Secretaryof 5tate

Sendor and Disabled Services Division
Services to Childrer and Farndlies

State Aceident Insurance Fund

State Board of Clinical Social Workers
State Board of Higher Education

State Board of Mursing

State Board of Parole

State Fair Operations

State Lottery Corenission

State Ivlarire Board

State Parksand Recreation De partroent
State Scholarship Comaission

State Treasury Department

Teacher Standards and Practices

Trave] Information Conne il

WYorational Fehabilitation Diasion
Water Fesource s Departroe nt




Overan Padhlie Emplovess Hetivemend Bvetem

Pelitical Subdivisions {492}
&dair Willage, Cityof

Llbany, Citsrof

Lanity, Cityof

Lanity Fire District

Lpplezate Vallew RFFD 2

Lych Cape Service District

Sghland, City of

£shland Parks Corrdssion

Sstoria, Cityof

Lthena Cemetery Maintenance Distict
Athena, Cityof

Laeville, City of

Lamzille RFD

Larora, City of

Lawora RFPD

Baker, Cityof

Baker County

Baker County Library District

Baker Vallew Iiigation Dhstrict

Bardor, Cityof

Banks, Cityof

Bay City, Cityof

Beavertor, Cityof

Bend, Cityof

Berd Iletropolitar Park and Fecreation District
Berton County

Black Butte Ranch RFFD

Black Butte Banch Service District
Boardrran, Cityof

Boardrman RFD

Boring RFD 59

Brookings, City of

Brownsvalle RFPD

Banrng, Cityof

Boaurnt River Iirigation District

Butte Falls, Town of

Carbry, Cityof

Carby FPD 62

Canbry Tility Board

Carnion Beach, City of

Cannon Beach BFD

Canyon City, Town of

Caryorelle, City of

Carlton, City of

Cascade Locks, City of

Carve Junction, City of

Certer for Hurnan Developrnent

Central Oregon Coast Fire and Rescue District
Certral Oregon Intergovertrne ntal Couneil
Central Oregon Irigation District
Central Oregon Park and Recreation Distict
Central Oregon Regional Housing Authority
Central Point, City of

Charleston RFPD

Cheteo Cornunity Public Libraty Board
Claloguin, Cityof

Chiloguin-Lgeney Lake RFFD
CityCounty Insurance Service

Clac katnas County

Clackarnas County Fair

Clac katvas County Fire District

Clac katnas County Wector Control District
Clackarnas River Water

Clarkes RFPD 62

Clatskanie, Cityrof

Clatskare Library District

Clatgkanie People’s Ttility District
Clatskanie RFFD

Clatsop Conxity

Clatsop County 4H and Extension Service District

Cloverdale REFD

Coburg, Cityof

Coburg BFPD

Colton RFPD 70

Colurabia, City of

Colurabia County

Colurebia Connty 911 Coraraunica tions
Digtrict

Colurabia Drainaze Vector Control District

Colurahia Health District

Colurebia Brver FUD

Comrounity Service s Consortiam

Condon, Cityof

Coos Bay, City of

Coos Coanty

Corbe tt Water District

Correlins, City of

Corvallis, Cityof

Cottage Growve, Cityof

Crescent RFFD

Creswell, Cityof

Crezwell RFPD

Crook County

Crooked Brver Ranch BFFD

Crystal 5 prings Water District

Culwer, Cityof

Charry County

Curry Public Library District

Diallas, Cityof

Draytor, City of

Depoe Bay, Cityof

Diepoe Bay RFFD

Dieschutes County

Deeschutes County Fair A zsociation

Deschutes County EFFD 2

Deshte s Public Library District

Deschutes Walley Water District

Dexter RFFD

Diouglas Countsy

Diomglas County BFFD

Diouglas County Soil and Water

Dirain, Cityof

Dirain BFD

Dmafr, City of

Drandee, Cityrof

Dmmes City, City of

Drarbiarn, City of

Eagle Point, City of

East Fork Imigation District

Echeo, Cityof

Elgir, Cityof

Elkton, Cityof

Enterprize, Cityof

Estacada, Cityof

Estacada Cemetery Wainte nance District

Estarada RFD 69

Eugere, Cityof

Eugene Water and Electric Board

Evans Vallew BFFD

Fairview, Cityof

Fairview Water District

Falls City, City of

Farrers Iimigation District

Fern Ridge Comrounity Library

Flowrnece, Cityof

Fossil, Cityof

Friends of Washington Park foo



Garibaldi, Cityof

Craston, City of

Craston RFFD

Creathart, City of

Crervais, City of

Cilliarn County

Fladstone, Cityof

Glide RFFD

Told Beach, Cityof

Gold Hill, ity of

Coshen BFFD

Grant County

Crants Pass, Cityof

Crants Pass Imigation District
Greater S5t. Helens Parks and Becreation
Creen Sardtary District

Creshar, Cityof

Halsey, Cityof

HalzeShedd RFFD

Happrer Valley, Cityrof

Harbor Water PUD

Harney County

Harney District Hospital
Hamsburg, Cityrof

Hamisburg EFPD

Helix, Cityrof

Heppmer, Cityrof

Heristor, Cityof

Hermiston RFFD

High Dezert Park and Recreation Distict
Hillshoro, City of

Hines, Cityof

Hood Biwer, Cityrof

Hood River County

Hoodland BFD 74

Horsefly Imigation District
Housing Luthority of Clackarnas County
Housing &uthority of Jackson Countsy
Housing & uthority of Horth Bend City
Housing Louthority of Portland
Hubbard, Cityof

Hubbard RFPD

Huntingtor, City of

Ice Fountain Water District
Minois Walley RED

Imbler, Cityof

[mbler BFPD

Independence, Cityof

Irrigon, Cityof

Jackson County

Jackson Connty Five District 3
Jackson County Fire District 4
Jacksor Connty Fire District 5
Jackson County Vector Control District
Jacksorrdlle, City of

Je fferson, Cityof

Jefferson County

Jefferson Courty EIWS District

Je fferson Courty Library District
Jefferson County RFFD 1

Je fferson Courty WD

Je fferson REPD

Job Couneil

John Dy, City of

Jordan Yalley, Cityof

Joseph, Cityof

Jozephine County

Judzes PERS

Junetion City, Cityof

Keizer RFPD

Cregon Puble Employess Retivement Svetem

Keizer, Cityof

Keno RFFD

King City, Cityof

Klarath County

Klamath County Emergenc v Coroanications District
Klamath County Fire District 1
Klamath Falls, City of

Klamath Housing Authority

Klamath Vector Control District
Krnappa Svensen Burnside RFFD

La Grande, City of

LaPine EFFD

Lafave tte, Cityof

Lake Countsyr

Lake County Library

Lake Oawego, Cityof

Lakeside, City of

Lakeside Water Diistict

Lakewiew, Towmn of

Lane Couneil of Governrments

Lare Count

Lare County Fair Board

Lare County Fire District 1

Lare Rural Fire Rescue

Leagne of Cregon Cities

Lebanon Aeuatic District

Lebanom, Cityof

Lebanon Fire District

Lifewrays

Lineoln City, Cityrof

Lineoln County

Lincoln County Coranunications hgency
Linn County

Linn-Bentorn Housing Authority
Local Geore rrrment Personne 1 Institute
Lowell, Cityof

Lowel EFFD

Lyons, Cityof

Lyoms BFFD

Iladras, Cityof

Wlalheur County

Mlalir, City of

Wlanzanita, City of

Mlapleton Water District

Marion County

Dlation Crounty Fire District 1

Mlarion Conanty Housing Suthority
Ilarion Saler Data Center

Wlaupir, Cityof

WIrKenzie RFPD

e Ivhreedlle, City of

Wlchliveeille Water and Light Depattroe nt
Wledford, Cityof

Medford Imigation District

Nledford Water Cornrrission

IWlerill, Cityof

Metolins, City of

METEOD

Wletro Area Corenurdeation Corminission
Wlid-Colutnbia Center for Living
hid-Willaree tte Vallew Serdor Services
Il City, Cityrof

Wlillershurg, Citsyof

Willington EFFD

Wlilton-Freewater, Cityrof
Wiilton-Freewater Cemetery Ivhinte nance District 3
Wlilwaulkie, City of

Ilist-Birkenfeld RFPD

Mobawk Valley RFD

Ilnlalla, Cityof




Overan Padhlie Emplovess Hetivemend Bvetem

Ivilalla RFFD 73

Wbrrmouth, City of

Norroe, City of

Nbrroe BEFD

Nhbro, Cityof

L. Angel Cityof

R Vernon, Cityof

Ivhiling Water District 23

Nl triommah Countsy

Ihl tmornah Courty Dirainage Distict 1

Ivhlmornah County RFPDN 10

Ivbilmomah County RFPD 14

NBatle Creel, Cityof

WErtle Point, City of

Hehalern Bay Health District

HMehele Bay Wastewater Lgency

Meskowin Fegioral Sanitary Suthority

He showin Fegional Water District

Hestueea REFD

He tarts-Oce anside RFPD

He tarts-Oce anside Saritary District

He tarts Water Dlistrict

Hewherg, Cityof

Hewport, Cityof

Heorth Bend, Cityof

Heorth Clackarvas County Water Corenission

Horth Lincoln Fire & Rescue District 1

Heorth Waron Coanty 211

Horth Worow Vector Control District

Horth Flains, Cityof

HMeorth Powder, Cityrof

Horth Wasco County Parks &
Recreation Distrct

HMeortheast Oregon Honsing Authority

Heorthern Oregon Correc ions

Hymaa, City of

Mrymsa Foad Asse sorve nt District 2

Cak Lodge Sanitary District

Cak Lodge Water District

Cakland, Cityof

Cakridge, Cityof

Cde 1 EFFD

Cde 1l 5 ami tary District

Chtario, Cityof

Cregon febranced Techrnology Consortiurm Ine .

Cregon Cascades West COG

Crezon City, City of

Cregon Coreennity College & ssociation

Crregon Consortiure, The

Cregon Coastal fone Ilanagernent &asociation

Cregon Health & Science University

Cregon School Boards Association

Cregon Small Schools Association

Cregon Trail Library District

Charvhee Irmigation District

Parkdale RFPD

Pendleton, Cityof

Philornath, Cityof

Philoraath RFPD

Phoeriz, Cityof

Pilot Bock, Cityof

Pleasant Hill RFFD

Pollk Connty

Polk County Fire District 1

Polk County Housing and Urban Benewal bgency

Polk Soi1l and Water Conse rration Thstnict
Port of Astoria
Port of Cascade Locks

g
z

Port of Coos Bay

Port of Garibaldi

Port of Hood Ereer

Port of Mewport

Port of Porfland

Port of 5t. Helens

Portof The Dalles

Port of Tillatnook Bay
Port of Umatilla

Port Orford, Cityof

Port Orford Public Library
Portland, Cityof

Porfland Desveloprnent Cornruission
Powrell Vallew Foad Water District
Powers, Cityof

Prairie City, Cityof
Prireville, Cityof
Rairhoar Water Distict
Rainier, City of

Rainier Cere tery District
Redmond, Cityof
Reedsport, Cityof

Regional Organized Crirae Marcotics Task Force

Fiddle, Cityof

Rockavay Beach, City of
Rockwood Water PUD

Rogue Brer, City of

Rogue Rrver RFPD 4201

Rogue Rover Valley Irrigation District
Rogeburg, Cityof

Rosebnrg Utban Sanitary Authority
Raural Rioad & ssessment District 3
Fural Road District

Salem, Cityof

Saler Housing Authority

Salem Ivlass Transit

Salemn Ivletro Corarnurd cations bgeney
Salron Habor and Douglas County
Sandsy, Cityof

Sandy RFPD 72

Santa Clara RFFD

Scappoose, Cityof

Scappoos Public Library
Scappoos: RFPD

Seio BFPD

Seal Rock Water District

Seal Rock RFPD

Shadsy Cove, Cityrof

Shendan, Cityof

Sheridan Fire District

Sherrnan County

Sherzood, Cityof

Silwer Falls 911

Silver Falls Lihrary District
Silvertor, Cityof

Silverton BFFD 2

Sisters and Carnp Sherman REFD
Sisters, Cityof

Siuslaw Library District

Siuslaw RFPD 1

South Fork Water Board

Sonth Suburban Sanitary District
Southwest Polk County REPD
Southwest Lincoln County Water District
Sprngfield, Cityof

5t. Helens, Cityof

3t. Helers RFPD



Stanfield, Cityof

Starfield Fire District 7-402
Stayton, Cityof

Stayton EFFD

Subliraity EFPD

Subuthan East Salem Water District
Surtise Water Authority

Sutherlin, Cityrof

Sutherlin Water District
SweetHome, Cityof

SweetHome Cernetersy Maintenance District
Talent, Cityof

Talent Irvigation District

Tangent RFFD

Tigard, Cityof

Tillatroolk, Cityof

Tillatrook County 711

Tillarnook County Soil and Water
Tillareook Fire District

Tillareook People’s Tility District
Tillarnook Water Comenission
Toledo, City of

Tr-City RFFD

Tr-City Sanitary District

Tr-City Water District

Tri-Ivlet

Troutdale, Cityof

Tualatin, Cityof

Tualatin Valley Fire and Rescue
Tualatin Wallew Irigation District
Tualatin Vallew Water District
Tarmer, Cityof

Twrrer RFPD

Urnatilla, City of

Urnatilla County

Urnatilla County Soil and Water District
Urnatilla County 5 pecial Library District
Urnatilla RFPD 7-405

Urrpoua Begional Couneil of Goret.
Urdfied Sewerage Ageney

Urdom, City of

Wale, Cityof

WValle v View Cerre tery Iairtenance District
WVeneta, Cityof

Wernonia, Cityof

Wernonia BFPD

Waldport, City of

Wallowa, City of

Wallonza County

Warrentor, City of

Wasco County

Wageo County Soil and Water Conese reation Dlistrict

Washington County

Washington County Consolids ted Corromnications &gency

Waghington County Fire District 2
West Extersion [migation District
West Linn, Cityof

West 5lope Water District
Western Lane Ambulance District
Westfir, Cityof

Weston, Cityof

Weston Ceretersy District
Westport Sewer Service District
Wheeler, Cityof

Wic kinp Water District
Willarmina, Cityrof

Willarnina Fire District
Wilsorreille, Cityof
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Winche ster Bay 5 ard tary District
Winston, Cityof
Winston-Dillard RFFD 5
Winston-Dillard Water Distriet
Wood Village, Cityof
Woodburm, Cityof

Woodbmn BFFD

Workforce Dese loprne nt Board
Wachats, City of

Fachats RFPD

Varnball, City of

Varrhill Corparications Agency
Warnhill County

Yoneolla, Cityof




Cregan Publy Fauip bivees RKetremnent Syevbem

Community Colleges (1T} school Districts (227)

Blne Mourtain Corraurity College Lymadillo Techrdcal Institate

Central Oregon Corarnurdty College BakerC5D 51

Chemeleta Corarnumity College BakerC5D 16]

Clackarnas Comromity Collzge BakerC5D 30T

Clatsop Coraroarity College BakerC5D 6l

Colurabia Gorge Corarunity College Benton C5D 1]

Elaraath Cormemunity College Bentom C5D 1]

Lane Corraanity College Benton C50 17]

Linm-Benton Corarnurity College Benton C5D 5097

L. Hood C oo tyr College Clackarnas Connty ESD

Crregon Coast Corenardty College Clackatnas C5D 3

Portland Corrrdty College Clackarnas C5D 7T

Rogue Cornrrounity College Clackarnas C5D 12

Southwestern Oregon Corarnunity College Clackatnas C5D 35

Tillarnook Bay Coraurity College Clackarnas C5D 46

Treasure Valley Cormrnunity College Clackarnas C5D 53

Urapeaa Coreannity College Clackarnas C5D 62
Clackarmas O30 26

Clackaras 5D 103
Clackamas 3D 115
Clatsop &30 12
Clatsop 50 8
Clateop C5D 10
Clatsop G530 30
Calarnhia C5D 17
Colurmbia C5D 4
Columbia OS50 af
Calarmbia O5D 13
Columbia 5D 471
Columbia C5D 502
Coos C5D 2

Coos C50D 9

Coos 5D 13

Coos 05D 31

Coos C5D 41

Cloos OS50 54
Crook C5D

Curry C5D 1

Cwrry C5D2CT
Curry 05D 17
Desclintes County ESD
Deschutes 5D 1
Deschutes TS50 2T
Deschntes C5DA
Deschutes C5D 1 502

Detroit Lake Charter Sc hool

Diouglas 5D 1
Diouglas C5D 4
Diouglas C5D 12
Diouglas C5D 15
Diouglas C53D 19
Dionglas C5D 21
Diouglas 5D 22
Diouglas 5D 32
Diouglas C5D 34
Diouglas ©5D 70
Diouglas C3D 77
Diouglas C5D 105
Diouglas C5D 116
Diouglas 5D 130
Dionglas County ESD
CGilliara C3D 3
Crrant School District 3
Grant County ESD
Crant C5D 4
Crant C5D 8
Grant C5D 16]
CGrant C5D 17



Harmew ESD Begion 17
HameyC5D 3

Harmey C5D 4

Harmey C50D 5

Hamey C5D7
HameyC3D 10
HameyC5D 13
Hamey C5D 16
HameyC3D 28
HameyC5D 33
Hamey C5DUHII
Hood Riser C5D01
Jackson County EaD
Jackson OS50 4
Jackson 25D 5

Jackson S50 6

Jackson C5D 9

Jackson 50 35
Jackson OS50 59
Jackson C5D 94
Jackson C5D 3490

Je ferson Cournty Ea D
Jefferson C5D 4
Jefferaon C5D 2
Jefferaon C50 41
Jefferson O350 5097
Jordan Valley School District 3
Josephine County T School District
Josephine S50 T

Kings Vallew Charter 5chool
Flamath C5D 1T
Flamath CSDTTHZ
Lake County ESD
Lake 5D 7

Lake CSD 1102

Lake CSD 14

Lake ©SD 18

Lake C5D 21

Larne County ESD
Lane ©5D 1

Lane CSD 4T

Lane CSD 19

Lane 5D 28]

Lane 5D 32

Lane ©SD 40

Lane C5D 4573

Lane 5D 52

Lane C5D 66

Lane ©5D 68

Lane ©5D 69

Lane CSD 71

Lane &S50 76

Lane &SD 7971

Lane ©SD 90

Lane 5D 971

Lincoln C3D

Linm C5D 7

Lim C50D 9

Lim C5D 55

Linm S350 95C

Linm &S50 1297

Lirm 250 5520
Linn-Benton Lincoln ESD
Linn-Benton School District 2T
Lonrdes Charter Schoal
hlkear ESD Fegion 14
Ivklheur 5D BC
Ihlheur C5D 12
Ivlalheur CSD 260

Whalhenr C5D 29

Walhew C5D 61

Whalhewr C5D 66

Whalhewr 50 81

Walhewr C5D B4

Wharion C5D'1

IWharion C5D 4T

Ilarion C5D 142]

Whrion C5D 15

IWarion C5D 241

Ilarion C5D 291

IWharion C5D 45

Wharion C5D 91

Warion C5D 103C

Wonow CED

Wil tisensory Learning &cadery

Whltromah County ESD

Ihltmormah C5D 1

Iiltmormah C5D 3

Iddtmomah C5D T

Ihltmormah C5D 10

Iiltmormah C5D 28-302 T

Idltmormah CSD 39

Iidtmomah C5D 51TT

Ihltmormah C5D B-40

Horth Central ESD

Horthwe st Begional ESD

Pedee Charter School

Polk C5D 2

Polk C5D 13]

Polk C5D 21

Polk 5D 57

Ridgeline Wiontessori Chatter Schiool

Rirrock Acaderny Charter Sehool

Sherman C5D

South Coast ESD Begion 7

The 215t Century Corarnunity 5 chioolhonse

Three Ervers Charter School

Tillarmook C5D 9

Tillarook C5D 56

Tillarmeok C50 101

Trnatilla County Admirdstrative School
District 1R

Trnatilla MWorrow ESD

Umatills C5D 2R

Umatilla 50 5

Umahlla C50 aR

Urmatilla 3007

Umatilla C50 ER.

Umatlla 50 16E.

Umatills C5D 20R.1

Umatilla C30 A1ER.

Urmatlla C50 20R.

Union-Baker ESD

Union C5D 1

Union C5D 5

Union C3D 8]

Union C5D 11

Union C5D 15

Union C5D 23

WVillage School

Wallowra County Region 12 ESD

Wallowa T30

Wallowa C5D 12

Wallowa Z5D21]

Walloza 30 54

Wazco County ESD

Wazeco C5D 1

Waseo CED B
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Wasco C5D 12

Wasco C5D20
Washington C5D 1]
Washington C5D 15
Washington C5D 13
Waghington C5D 237
Washington G50 48]
Washington C5D 88T
Washington C5D 5111T
Wheeler C5001
Wheeler 50121
Wheeler C30 5510
Willame tte ESD
Willame tte Walle  Coreenrity School
Tarnbill County ESD
Famkball 5D 1

Famball C5D 41
Famball C5D &

Farakall C5D 29JT
Famball C5D 30-44-63]
Famball C5D 40
Faraball C5D 48]
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