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Outline of Methodology to Calculate Reduction in Benefits to Collect the “Invoice Amount” Due to Strunk and City of Eugene Decisions

 
 PERS calculates an “invoice amount” equal to the difference between what the retiree actually received between the benefit commencement date and the calculation date and the amount the retiree should have received reflecting the Strunk and Eugene decisions. 
 
 If the retiree owes PERS an invoice amount, an adjustment is calculated to future benefit payments using the factors provided such that the invoice amount is repaid over the expected remaining period of benefit payments.  The expected remaining period of benefit payments will depend on the benefit form elected and the status of the retiree and beneficiary as of the date of the calculation.  For example, if the benefit form elected is a 100% joint and survivor annuity and both the retiree and beneficiary are still living, the expected remaining period of benefit payments will extend as long as either one of them is expected to live.  If either the retiree or the beneficiary is no longer living as of the calculation date, the expected remaining benefit payment period is the expected remaining lifetime of the retiree or beneficiary who is still living. 

 The “adjustment factor” used in this calculation is developed and applied as follows:

– The adjustment factor is based on the current age of the retiree (and beneficiary, if applicable) at the calculation date and the effective form of benefit as of the calculation date.  

– The effective form of benefit as of the calculation date reflects the original form elected and any deaths of retirees or beneficiaries between the date of retirement and the date the invoice adjustment is calculated.  That is, if the retiree elected a joint and survivor annuity, but the beneficiary is no longer alive, the effective form of benefit would be a life annuity.

– The adjustment factor includes no interest component.

– The adjustment factor includes a 2% annual COLA component. 

 The invoice amount divided by the adjustment factor represents the reduction in the monthly benefit amount necessary to collect the invoice amount over the expected remaining period of benefit payments.

 The revised benefit payable at the invoice calculation date equals (1) the monthly benefit reflecting the Strunk and Eugene decisions as of the calculation date including the HB3349/SB656 adjustment and appropriate COLA increase(s), less (2) the monthly reduction calculated above 
 Once the benefit payment amount is reduced accordingly, future COLAs should be applied to the reduced benefit payment amount as if it was the normal benefit payment amount.  That is, standard procedures should be applied to the reduced benefit payment amount and no future special calculations are required.
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