Kate Brown, Governor
[image: ORSEAL]

`
November 1, 2017
Page 2

[bookmark: _GoBack]Department of Administrative Services
Chief Financial Office
155 Cottage Street NE U10
Salem, OR 97301
PHONE: 503-378-3106 
FAX: 503-373-7643 





TO:		Pension Obligation Bond Beneficiary

FROM:	Rhonda Nelson, Chief Financial Office

SUBJECT:	Pension Obligation Bond rates for 2017-19

As with the beginning of each new biennium, it is time to adjust the pension obligation bond (POB) assessment incorporated into the State’s payroll system.  For the 2017-19 biennium, the POB assessment rate is going to increase from 6.0% to 6.2% for the payroll paid starting December 1, 2017.  We expect the rate to remain at 6.2% through November 30, 2019.  However, we will continue to monitor the cash collected each month and reserve the right to adjust the contribution rate at any time to ensure cash is available to pay debt service when due.

While a fixed dollar amount was included in agency budgets during the 2017-19 budget development process for POB costs, once we move to budget execution, we collect the POB assessment as a percentage of payroll.  This allows the assessment to qualify as an allowable cost for all federal programs and grants where payroll charges are a part of the grant funding.

From our Position Inventory Control System (PICS), information was used to allocate the estimated agency payments needed to pay the pension bond debt service by agency and by fund type.  By doing so we ensure the budgeted debt service, in total, matches the known debt service requirement for the biennium.  We assume that any adjustment to the budget allocation of the POB debt service due to legislative changes in agency personnel position counts or compensation plan changes will be addressed as part of the salary adjustments allocated by the Legislature later in the biennium.  

OSPS has been notified of the rate change effective for payroll beginning 11/1/2017, paid 12/1/2017.  They will implement it effective that date.

		A history of the POB assessment rate is:

   Payroll Earned During			      	POB Assessment Rate
11/01/2003 through 04/30/2004		 	 -0- % of PERS subject payroll
05/01/2004 through 10/31/2004			7.39% of PERS subject payroll
11/01/2004 through 10/31/2005			6.71% of PERS subject payroll
11/01/2005 through 04/30/2006			6.45% of PERS subject payroll
05/01/2006 through 12/31/2007			6.20% of PERS subject payroll
01/01/2008 through 10/31/2011			5.95% of PERS subject payroll
11/01/2011 through 10/31/2013			6.33% of PERS subject payroll
10/01/2013 through 10/31/2015			6.70% of PERS subject payroll
11/01/2015 through 10/31/2017			6.00% of PERS subject payroll
11/01/2017 until revised				6.20% of PERS subject payroll

If you have any questions or concerns, please discuss it with your CFO analyst or contact Rhonda Nelson (Rhonda.nelson@oregon.gov) at 503-378-8927.
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