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Exhibit A 

Report on Pension Bonds 
 

Prior to the issuance of pension obligation bonds, the Umpqua Community College (the 
“District”) has obtained a statistically based assessment from ECONorthwest entitled “Issuance 
of Pension Obligation Bonds – A Risk/Reward Analysis” updated as of April 15, 2021 (the 
“Assessment”) pursuant to ORS 238.697(1)(a).  The Assessment was updated in order to include 
a fourth assumed pension bond true interest cost to help evaluate the potential risk associated 
with less-favorable future market conditions that may be projected in updated market 
information (anticipated to be available from the Oregon Investment Council in June, 2021). 

 
The District has prepared this report pursuant to ORS 238.697(1)(b) (the “Report”).   
 
In connection with the issuance of pension obligation bonds, the District has not retained the 

services of an independent municipal advisor registered with the Securities and Exchange Commission.  
 
The Assessment is attached to this Report as Exhibit 1.  Results of the Assessment are as follows: 

 
Umpqua Community College participated with a group of other Oregon public employers in a 

study conducted by EcoNorthwest to evaluate the risks and rewards of pension obligation bonds (POBs).  
EcoNorthwest’s analysis compared the performance of a side account under various market conditions to 
the cost of debt at three different levels of true interest cost (TIC).  The three levels of true interest cost 
were 2.5 percent, 3.5 percent, and 4.5 percent.  The analysis simulates 10,000 different possible 
investment return scenarios and compares that to bond issuance costs at the three different levels of the 
assumed true interest cost.  Each one of the 10,000 scenarios for each true interest cost results in a 
positive or negative present value to the employer of pension obligation bond issuance.  The analysis then 
calculates a probability that the present value will be greater than zero based on all of these iterations.  
Shortly before seeking approval from our Board of Education to issue pension obligation bonds, new 
information about lower long-term expected returns for PERS assets was presented to the PERS board by 
the Oregon Investment Council.  To simulate the reduced earnings expectations, a fourth TIC (5.5%) was 
added to the EcoNorthwest analysis.  The difference between the probabilities associated with the 4.5% 
TIC and the 5.5% TIC represents the amount the probability of success would be reduced if long-term 
expected earnings were reduced by 1%. 
 
Figure 1 shows the results of the analysis.    
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Exhibit 1 
 

Assessment 
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