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Bureau of Fire & Police Disability & Retirement

Bureau Summary
Bureau Mission
The mission of the Bureau of Fire & Police Disability & Retirement is to deliver
peace of mind to our fire and police members and their survivors by providing
disability and retirement benefits in a timely, compassionate, and fiscally
responsible manner.

Bureau Overview
The Bureau of Fire & Police Disability & Retirement (FPDR) consists of four
programs: two retirement programs - Retirement System Payments and Oregon
Public Employees Retirement System (PERS) Contributions - plus the Disability
and Death Benefits program and Administration and Support program.
Retirement System Payments
The Retirement System Payments program governs direct pension benefits to
members hired before January 1, 2007 and their survivors and alternate payees. The
FY 2018-19 Requested Budget is $127.0 million, including $112,153 for program
delivery. This is an increase of $6.1 million or 5.1% over the FY 2017-18 Revised
Budget. It is estimated that there will be 2,104 pension recipients in FY 2018-19.
Disability and Death Benefits
The Disability and Death Benefits program administers all disability benefits,
including wage replacement for lost time from work, medical care expenses,
vocational rehabilitation, and funeral benefits. Estimated expenditures for FY 201819 total $8.4 million, an increase of $0.2 million or 1.9% from the FY 2017-18 Revised
Budget. The program budget includes $1.1 million of costs related to program
delivery.
Oregon PERS Contributions
The Oregon PERS Contributions program manages the reimbursements to Portland
Fire & Rescue and the Portland Police Bureau for PERS contributions made on
behalf of firefighters and police officers hired after 2006. Program expenditures are
budgeted at $16.0 million for FY 2018-19, an increase of $2.8 million or 21.0% over
the FY 2017-18 Revised Budget. The growth is due to the rising proportion of the
sworn workforce hired after 2006, as well as to increasing wages included in the
most recent Portland Police Association and Portland Fire Fighters Association
contracts.
Administration and Support
The Administration and Support program includes all other costs of operating the
bureau. Budgeted expenditures in the Administration and Support program total
$2.5 million, an increase of $0.25 million or 11.1% from the FY 2017-18 Revised
Budget. The Administration and Support budget represents 1.6% of total bureau
requirements. Including delivery costs allocated to the retirement and disability
programs, the percentage is 2.4%.
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Strategic Direction
As a provider of pension and disability benefits for the City’s sworn public
safety workforce, FPDR’s work contributes to Portland Plan Measure 11, to have a
safer safety. Benefits play an important role in recruiting and retaining the most
qualified police officers and fire fighters.
The bureau’s strategic goals are to fairly and compassionately administer pension
and disability benefits for the City’s sworn employees, and to be a good steward of
the property taxes that underwrite those benefits. The bureau is dedicated to a
smooth transition from the pay-as-you-go pension plans of the FPDR One and
FPDR Two tiers, now closed, to the prefunded PERS pension plan for the FPDR
Three tier added in 2007. Several of FPDR’s key performance measures, such as the
percent of the workforce on disability, the administrative cost percent, and the tax
rate, relate to these goals.
FPDR also has a three-year strategic program, now in its final year. The plan has
five major themes:
Disability Program
Development

To reduce on-the-job injuries and return employees to work as quickly as possible,
FPDR will work with the Fire and Police Bureaus to identify high-frequency injury
causes, create injury reduction programs, and expand transitional duty and
vocational rehabilitation opportunities.
Progress: FPDR has identified the top three injury types and is now working to
classify the most common injury causes. FPDR and the Fire Bureau have partnered
on several injury reduction programs over the last several years, and FPDR worked
with the Police Bureau to double the number of transitional duty positions
available to police officers who would otherwise be on disability. FPDR also hired a
vocational consultant to help disabled members find nonsworn employment when
appropriate.

Member Service
Improvement

To improve member understanding of benefits, FPDR has published a Plan
Summary document and made additional retirement planning materials (including
videos of retirement workshop presentations) available on its web site. FPDR will
also develop and distribute new instructions for filing disability claims and offer a
wider array of retirement planning services.
Progress: In addition to publishing the new Plan Summary, FPDR redesigned
pension estimates to make them more useful to younger members further from
retirement. FPDR is in the beginning phases of a project to update and redesign all
forms and instructions, including disability claim forms. Forms will also be
converted to a format that is fillable online.

Technology
Investment
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FPDR will enhance technology associated with continuity of operations plans,
expand a self-service web portal, and continue efforts to transition from paperbased to electronic processes.
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Progress: FPDR went live with a new self-service web portal in January 2017.
Members can update basic information, change key parameters (like their tax
withholding), and print out documents (such as deposit notices and tax reports) at
the portal. The bureau plans to explore options for creating an electronic payment
system and portal for medical providers next. FPDR has also transitioned most
records retention processes to the City’s electronic record management system
(TRIM).
Investment in Staff

FPDR will identify opportunities for cross-training and career development that
will both prepare employees for advancement and ensure backup availability for
critical tasks. FPDR will also encourage staff participation in diversity activities and
trainings.
Progress: FPDR has completed a skills review for each position, identified back ups
for all essential functions, and improved its continuity of operations plan (COOP).
FPDR also tested its COOP with a two-day exercise in fall 2017. The bureau has
addressed its greatest staff vulnerability by hiring a back up for the business
systems analyst, who administers and manages the FPDR database. Failure would
be catastrophic as FPDR uses the database to pay all FPDR benefits. Staff
performance evaluations have been revised to include feedback on participation in
diversity trainings and equity events. Staff participation in diversity trainings and
events has increased notably, including a new FPDR equity book club, new
monthly diversity presentations at staff meetings, and attendance at Citysponsored diversity events.

Board Development

FPDR will create a new education program for both new and experienced trustees,
and work with the Mayor’s office to identify diverse candidate pools for future
vacancies in appointed positions.
Progress: A new Board of Trustees handbook was written and published in the fall
of 2016, which is the basis of a new trustee training program rolled out for the four
trustees who have joined the Board since. Three of the four new trustees are
women.

Summary of Budget Decisions
FPDR’s FY 2018-19 budget does not include any decision packages.
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Retirement System Payments
Description

This program provides pension benefits to retirees hired before January 1, 2007
(FPDR One and FPDR Two members), and their survivors and alternate payees.

Goals

Retirement benefits are essential in recruiting and retaining the most qualified
individuals for important public safety operations. Thus, this program contributes
to Portland Plan Measure 11, to have a safer safety.

Performance

There were 57 retirements from active service in each of the last two fiscal years,
with a similar number expected again in the current fiscal year. Based on actuarial
assumptions related to members’ ages and years of service, FPDR expects annual
retirements to drop to about 50 in FY 2018-19 and beyond. However, the number of
pension estimates requested and the number of active employees attending
retirement workshops remains high compared with earlier years, which may
indicate higher retirement rates in the near future. Prior to FY 2015-16 FPDR
prepared 200 to 250 pension estimates annually, a number that has essentially
doubled since. Similarly, annual attendance at retirement workshops has
historically been less than 50. Attendance increased 132% to 123 attendees in FY
2015-16, and has remained high. Despite the increase in demand, estimate accuracy
is still over 90% and the percentage of estimates prepared within one week
has improved slightly, to about 83% in the current year. This is because FPDR
increased the number of staff working on estimates.

Changes to Services
and Activities

FPDR is working to change as many as possible of the remaining paper-based
processes in this program to electronic processes. Only 24 retirees (approximately
one percent) continue to receive paper checks. New in FY 2017-18, the FPDR
database has been programed to automatically email secured direct deposit
statements to beneficiaries who have provided email addresses, eliminating the
need to mail many statements through the postal service. These changes enhance
resiliency in a disaster, improve date security and reduce costs. Also new in FY
2017-18, pension recipients can now have their monthly payment deposited to
multiple bank accounts.
The new Portland Fire Fighters Association contract includes retroactive cost-ofliving-adjustments and higher longevity pay that will increase pensions for all
FPDR One Fire beneficiaries and some FPDR Two Fire beneficiaries. These costs
will be reflected in higher ongoing pension amounts as well as retroactive
payments that will be issued in FY 2017-18.
FPDR also has a project to automate at least some portions of the pension estimate
process. The current process has not been updated in decades and is laborintensive, although it produces highly accurate results. With recent increases in the
number of pension estimates requested, this approach is less sustainable. FPDR has
already implemented several improvements to the current Excel-based process,
and is now working to program additional improvements through the FPDR
database.
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FTE & Financials
FTE

Actual
FY 2015-16

Actual
FY 2016-17

Requested No
DP
FY 2018-19

Revised
FY 2017-18

Requested
FY 2018-19

1.00

1.00

1.00

1.00

1.00

107,073,584
97,022
0
107,170,606

113,826,101
99,824
29,299
113,955,224

120,783,123
106,157
0
120,889,280

126,925,000
112,153
0
127,037,153

126,925,000
112,153
0
127,037,153

Expenditures
Pension Benefits
Retirement Administration and Support
Retirement System Payments
Total Expenditures
Performance

Actual
FY 2015-16

Actual
FY 2016-17

Yr End Est.
FY 2017-18

Base
FY 2018-19

Target
FY 2018-19

Efficiency
Percentage of pension estimates processed within one week

82%

76%

83%

85%

85%

57

57

60

50

50

100%
91%

100%
100%

100%
93%

100%
95%

100%
95%

71%

62%

65%

65%

65%

424
1,981

397
2,018

376
2,073

376
2,104

376
2,104

123

126

118

132

132

Key Performance Measure
Number of FPDR 2 retirements from active service
Outcome
Percentage of workshop participants who rated workshop helpful
Percentage of members whose final pay was 99% or more of last
estimate
Output
Percentage of FPDR 2 members now or soon-to-be retirement
eligible who received a pension estimate in the last two years
Workload
Number of pension estimates
Number of Fire & Police Disability & Retirement 1 and 2 pension
recipients
Number of pre-retirement workshop participants
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Disability & Death Benefits
Description

This program provides disability benefits for injuries and illnesses, medical
benefits, vocational rehabilitation benefits, and funeral benefits for sworn members
of the Fire and Police Bureaus and their survivors.

Goals

Disability benefits are essential in recruiting and retaining the most qualified
individuals for important public safety operations. Thus, this program contributes
to Portland Plan Measure 11, to have a safer city.

Performance

The percentage of the sworn workforce on disability at June 30 has remained very
stable at roughly 3.5%, which translates to about 50 sworn employees out on either
short- or long-term disability at any given moment. During FY 2016-17 there were
37 employees on long-term disability and 244 employees who were on short-term
disability at some point during the year. These numbers are expected to remain
stable in the current and future fiscal years. On the other hand, the number of
disability claims filed has been dropping, from 379 two years ago to an expected
327 in FY 2017-18. This has helped to improve claims decision timeliness. In FY
2015-16 around half of claims received a decision within 30 days; now two-thirds of
claims do. Roughly 90% of claims decisions are still made within the bureau’s
target of 60 days, a rate that has been stable for the last several years. Nearly all
claims receive a decision within 90 days.

Changes to Services
and Activities

The Disability Program made changes to medical case management this year.
Hospital outreach and visits for inpatient members, assignment of a nurse case
manager to complex cases, and home and transportation evaluations to support
members’ recoveries have improved both the quality and continuity of members’
care. In addition, FPDR has changed the way it manages post-retirement medical
benefits by assigning one senior analyst to oversee all these cases. Post-retirement
disability cases have grown in both number and complexity since the 2012 City
Charter change that provided FPDR-funded medical care for approved serviceconnected and occupational disabilities to all retirees.
The new Portland Fire Fighters Association contract has retroactive cost-of-livingadjustments and higher longevity pay that will increase time loss benefits (wage
replacement for members unable to work because of a disability) for all Fire
members. These costs will be reflected in higher ongoing disability costs as well as
retroactive disability payments that will be issued in FY 2017-18.

FTE & Financials
FTE

Actual
FY 2015-16

Actual
FY 2016-17

Revised
FY 2017-18

Requested No
DP
FY 2018-19

Requested
FY 2018-19

8.00

8.00

8.00

8.00

8.00

855,484
1,148,433
40,348
3,652,368
2,222,857
409,584

51,178
1,085,601
64,748
1,599,981
2,850,407
461,704

0
1,088,870
81,900
1,779,000
2,776,200
469,000

0
1,105,873
87,800
1,878,000
3,035,000
481,900

0
1,105,873
87,800
1,878,000
3,035,000
481,900

Expenditures
Disability & Death Benefits
Disability Administration and Support
Funeral
Long-term Disability
Medical
Return to Work
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FTE & Financials
Short-term Disability
Vocational Rehabilitation
Total Expenditures

Actual
FY 2015-16
1,923,571
2,486
10,255,131

Performance

Actual
FY 2015-16

Actual
FY 2016-17
1,544,908
4,376
7,662,903
Actual
FY 2016-17

Revised
FY 2017-18
2,024,000
10,600
8,229,570
Yr End Est.
FY 2017-18

Requested No
DP
FY 2018-19
1,790,500
10,900
8,389,973
Base
FY 2018-19

Requested
FY 2018-19
1,790,500
10,900
8,389,973
Target
FY 2018-19

Efficiency
Percentage of disability claims decisions in 90 days
Percentage of disability claims decisions in 60 days
Percentage of disability claims decisions in 30 days

98%
88%
54%

99%
93%
65%

99%
94%
67%

99%
94%
67%

99%
94%
67%

379
3.4%

342
3.3%

327
3.5%

327
3.6%

327
3.6%

$1,382,411
38.8%

$1,958,772
40.1%

$1,828,800
39.9%

$1,901,952
39.9%

$1,901,952
39.9%

257
3,671
35

244
3,996
37

244
3,855
36

244
3,855
37

244
3,855
37

Key Performance Measure
Number of disability claims filed
Percentage of workforce on disability at June 30
Output
Amount of medical cost savings
Savings as a percentage of total medical costs
Workload
Number of members on short-term disability
Number of medical bills
Number of long-term disability recipients
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Administration & Support
Description

This program provides the general administrative and support services that the
bureau requires to fulfill its mission.

Goals

By providing the administrative and support services needed to deliver the
retirement and disability benefits that are essential in recruiting and retaining the
most qualified individuals for important public safety operations, this program
contributes to Portland Plan Measure 11, to have a safer city.

Performance

Administrative costs as a percentage of the total bureau budget have hovered near
1.5% for the last several years, and are expected to remain there for FY 2018-19.
FPDR’s goal is to keep administrative costs below 3.0% of the total bureau budget;
the bureau has achieved this goal in all but one year over the last two decades.
The FPDR tax rate per $1,000 of real market value (RMV) is also tracked within this
program. The City Charter caps FPDR’s dedicated property tax, the source of
virtually all of FPDR’s revenues, at $2.80 per $1,000 of RMV. Significant RMV
growth over the last five years has allowed the rate to remain low even as FPDR’s
expenses are increasing. The rate has fallen each year since FY 2013-14 and is
expected to drop from $1.13 in FY 2017-18 to $1.10 in FY 2018-19.

Changes to Services
and Activities

There are no changes to this program.

FTE & Financials
FTE

Actual
FY 2015-16

Actual
FY 2016-17

Revised
FY 2017-18

Requested No
DP
FY 2018-19

Requested
FY 2018-19

7.50

8.00

8.00

8.00

8.00

2,058,852
2,058,852

2,086,985
2,086,985

2,250,555
2,250,555

2,501,025
2,501,025

2,501,025
2,501,025

Expenditures
Administration & Support
Total Expenditures
Performance

Actual
FY 2015-16

Actual
FY 2016-17

Yr End Est.
FY 2017-18

Base
FY 2018-19

Target
FY 2018-19

Key Performance Measure
Administrative cost as a percentage of bureau budget
FPDR tax levy rate (per $1,000 of Real Market Value)
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1.61%
$1.30

1.41%
$1.14

1.56%
$1.13

1.63%
$1.10

1.63%
$1.10
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Oregon PERS Contributions
Description

This program reimburses the Police and Fire Bureaus for the contributions they
make to the Oregon Public Employees Retirement System (PERS) on behalf of their
sworn members hired after 2006. Expenses are determined by the number of those
members, their pensionable pay, and PERS contribution rates.

Goals

Retirement benefits are essential in recruiting and retaining the most qualified
individuals for important public safety operations. Thus, this program contributes
to Portland Plan Measure 11, to have a safer city.

Performance

FPDR does not have performance measures for this program, which simply
reimburses the Police and Fire Bureaus for actual expenses. The measure below
shows the percent of the sworn workforce covered by PERS each year, currently
about 40% or 625 employees. In FY 2018-19 those numbers are expected to rise to
45% and 700 respectively. As the number of sworn employees hired in 2007 or later
increases, expenditures for the Oregon PERS Contributions program will also
increase, until they eventually overtake FPDR direct pension benefits (under the
Retirement Systems Payment program) as the bureau’s single largest expense.

Changes to Services
and Activities

There are no changes to services and activities for this program.

FTE & Financials

Actual
FY 2015-16

Actual
FY 2016-17

Revised
FY 2017-18

Requested No
DP
FY 2018-19

Requested
FY 2018-19

Expenditures
Oregon PERS Contributions
Total Expenditures
Performance

8,699,501
8,699,501
Actual
FY 2015-16

9,672,695
9,672,695
Actual
FY 2016-17

13,210,000
13,210,000
Yr End Est.
FY 2017-18

15,980,000
15,980,000
Base
FY 2018-19

15,980,000
15,980,000
Target
FY 2018-19

Key Performance Measure
Percent of workforce who are FPDR 3
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35%

41%

45%

45%
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Performance Measures
Administrative cost as a percent of bureau
spending has hovered around 1.5% in recent
years, with a brief spike in FY 2013-14, when
the bureau had significant one-time legal
expenses. Administrative costs are projected
to increase to about 1.6% of bureau
requirements in FY 2018-19. If program
delivery costs allocated to the retirement and
disability programs are included,
administrative costs in FY 2018-19 would be
approximately 2.4% of the bureau budget.

Percentage

Administrative Cost as a Percentage of Bureau
Budget

There were 57 service retirements in FY 201617 and FY 2015-16, and a similar number is
expected this year. In FY 2018-19 and
beyond, 50 annual retirements are expected
based on actuarial assumptions. However, an
unusually large number of members are
retirement eligible and there will be two 27
pay date retirement opportunities during FY
2018-19, so actual retirements could be
higher than forecast next year.

Retirements

Number of FPDR 2 Retirements from Active
Service

The number of disability claims filed grew
each year for FY 2012-13 through FY 2015-16
and then dropped off to 342 in FY 2016-17.
FPDR predicts the number of claims will
level off at about 325 claims per year going
forward.
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Number of Claims

Disability Claims Filed

City of Portland, Oregon – FY 2018-19 Requested Budget

Bureau of Fire & Police Disability & Retirement

FPDR 3 members are those hired in 2007 or
later and are members of the Oregon Public
Public Employee Retirement System (PERS)
for retirement benefits. FPDR reimburses the
Fire and Police Bureaus for the PERS
contributions they make on behalf of these
members. About 40% of the sworn workforce
is currently comprised of FPDR 3 members;
the percentage is expected to grow to 45% in
FY 2018-19. The proportion will grow
annually until it reaches 100% over the next
15 - 20 years.

Percentage

Percentage of Workforce Who are FPDR 3

FPDR's primary source of revenue is a
dedicated property tax levy, authorized and
capped at $2.80 per $1,000 of real market
value (RMV) by the Portland City Charter.
Despite increasing FPDR expenses, the rate
has fallen each year for the last four years
because of historic RMV growth. It is
projected to drop again in FY 2018-19, to
$1.10. The most recent tax levy adequacy
analysis estimates a 2.6% probability that
FPDR will not be able to fund its
requirements within the $2.80 limit at some
point over the next 20 years.

Levy per $1,000 of RMV ($)

FPDR Tax Rate Per $1,000 of RMV ($)

The percent of the sworn workforce on
disability declined after the 2006 Charter
reforms and is now holding remarkably
steady at about 3.5%. The percentage shown
includes those on both short and long-term
disability. The number of members on longterm disability is relatively stable throughout
the year, but the number on short-term
disability fluctuates widely from pay period
to pay period.
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Percentage of Workforce on Disability at June 30
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Actual
FY 2015-16

Actual
FY 2016-17

Summary of Bureau Budget

Revised
FY 2017-18

Requested No DP
FY 2018-19

Requested
FY 2018-19

Resources
External Revenues
Taxes
Charges for Services
Bond & Note
Miscellaneous
Total External Revenues

122,764,713
44
24,637,339
495,685
147,897,781

128,197,553
44
29,129,050
694,664
158,021,311

144,268,948
0
44,312,000
664,300
189,245,248

151,270,053
0
57,700,000
1,143,400
210,113,453

151,270,053
0
57,700,000
1,143,400
210,113,453

0
1,076,739
1,076,739
18,467,432
$167,441,952

0
1,193,483
1,193,483
14,383,435
$173,598,229

1,500,000
1,359,000
2,859,000
9,808,579
$201,912,827

1,500,000
1,290,000
2,790,000
12,929,404
$225,832,857

1,500,000
1,290,000
2,790,000
12,929,404
$225,832,857

1,948,783
116,476,183
9,705,354
53,770
128,184,090

1,973,764
120,536,788
10,812,495
54,760
133,377,807

2,143,014
128,004,484
14,385,456
46,451
144,579,405

2,250,600
134,477,237
17,137,464
42,850
153,908,151

2,250,600
134,477,237
17,137,464
42,850
153,908,151

24,762,001
0
112,426
24,874,427
14,383,435
$167,441,952

29,371,007
0
310,028
29,681,035
10,539,387
$173,598,229

44,835,166
10,077,878
1,670,378
56,583,422
750,000
$201,912,827

58,593,081
10,774,000
1,807,625
71,174,706
750,000
$225,832,857

58,593,081
10,774,000
1,807,625
71,174,706
750,000
$225,832,857

10,255,131
2,058,852
107,170,606
8,699,501
128,184,090

7,662,903
2,086,985
113,955,224
9,672,695
$133,377,807

8,229,570
2,250,555
120,889,280
13,210,000
$144,579,405

8,389,973
2,501,025
127,037,153
15,980,000
$153,908,151

8,389,973
2,501,025
127,037,153
15,980,000
$153,908,151

Internal Revenues
Fund Transfers - Revenue
Interagency Revenue
Total Internal Revenues
Beginning Fund Balance

Total Resources
Requirements
Bureau Expenditures
Personnel Services
External Materials and Services
Internal Materials and Services
Capital Outlay
Total Bureau Expenditures

Fund Expenditures
Debt Service
Contingency
Fund Transfers - Expense
Total Fund Expenditures
Ending Fund Balance

Total Requirements
Programs
Disability & Death Benefits
Administration & Support
Retirement System Payments
Oregon PERS Contributions

Total Programs
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CIP Summary

This table summarizes project expenses by capital programs.
Bureau Capital Program
Project

Prior Years

Revised
FY 2017-18

Requested
FY 2018-19

FY 2019-20

FY 2020-21

Capital Plan
FY 2021-22 FY 2022-23

448,990
448,990

46,451
46,451

42,850
42,850

44,130
44,130

45,460
45,460

46,820
46,820

48,230
48,230

227,490
227,490

448,990

46,451

42,850

44,130

45,460

46,820

48,230

227,490

5-Year Total

Maintenance and Reliability
Database Capital Improvements

Total Maintenance and Reliability

Total Requirements

City of Portland, Oregon – FY 2018-19 Requested Budget
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Class

Title

30000063 Accountant II
30000449 Business Systems Analyst, Sr
30000066 Claims Technician
30000065 Claims Technician, Assistant
30000568 Financial Analyst, Sr
30000412 FPDR Director
30001384 FPDR Financial Manager
30000582 FPDR Operations Manager
30000592 Legal Assistant, Sr
30000451 Management Analyst
30000450 Management Assistant
30000012 Office Support Specialist II
30000480 Workers Comp/Disability Analyst, Sr
30000479 Workers Compensation/Disability Analyst
TOTAL FULL-TIME POSITIONS
TOTAL PART-TIME POSITIONS
TOTAL LIMITED TERM POSITIONS
GRAND TOTAL

16

Salary Range
Minimum Maximum
54,912
71,510
45,885
35,610
71,510
105,248
91,104
84,739
61,734
64,813
50,877
34,798
68,078
61,734

69,139
95,472
60,819
51,334
95,472
146,973
121,368
112,882
82,285
86,403
78,333
49,962
90,792
82,285

FTE Summary

Revised
FY 2017-18
No.
Amount
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
2.00
1.00
1.00
3.00
1.00
17.00
0.00
0.00
17.00

69,144
95,472
60,816
51,336
95,472
146,976
84,909
112,884
82,284
158,556
78,336
42,992
261,566
82,284
1,423,027
0
0
1,423,027

Requested No DP
FY 2018-19
No.
Amount
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
2.00
1.00
1.00
3.00
1.00
17.00
0.00
0.00
17.00

69,144
95,472
60,816
51,336
95,472
146,976
88,389
112,884
82,284
162,417
78,336
46,295
264,842
82,284
1,436,947
0
0
1,436,947

Requested
FY 2018-19
No.
Amount
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
2.00
1.00
1.00
3.00
1.00
17.00
0.00
0.00
17.00

69,144
95,472
60,816
51,336
95,472
146,976
88,389
112,884
82,284
162,417
78,336
46,295
264,842
82,284
1,436,947
0
0
1,436,947
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Fire & Police Disability & Retirement Fund

Fund Summary

Fire&PoliceDsabilty&RetirmentFund

Actual
FY 2015-16

Actual
FY 2016-17

Revised
FY 2017-18

Requested
No DP
FY 2018-19

Requested
FY 2018-19

Proposed
FY 2018-19

Resources
Taxes
Charges for Services
Bond & Note
Miscellaneous

Total External Revenues
Fund Transfers - Revenue
Interagency Revenue

Total Internal Revenues
Beginning Fund Balance

Total Resources
Requirements
Personnel Services
External Materials and Services
Internal Materials and Services
Capital Outlay

Total Bureau Expenditures
Debt Service
Contingency
Fund Transfers - Expense
Total Fund Expenditures
Ending Fund Balance

Total Requirements

122,764,713
44
24,637,339
495,685

128,197,553
44
29,129,050
694,664

144,268,948
0
44,312,000
664,300

151,270,053
0
57,700,000
1,143,400

151,270,053
0
57,700,000
1,143,400

147,897,781
0
1,076,739

158,021,311
0
1,193,483

189,245,248
750,000
1,359,000

210,113,453
750,000
1,290,000

210,113,453
750,000
1,290,000

1,076,739
17,717,432

1,193,483
13,633,435

2,109,000
9,058,579

2,040,000
12,179,404

2,040,000
12,179,404

166,691,952

172,848,229

200,412,827

224,332,857

224,332,857

1,948,783
116,476,183
9,705,354
53,770

1,973,764
120,536,788
10,812,495
54,760

2,143,014
128,004,484
14,385,456
46,451

2,250,600
134,477,237
17,137,464
42,850

2,250,600
134,477,237
17,137,464
42,850

128,184,090
24,762,001
0
112,426
24,874,427
13,633,435

133,377,807
29,371,007
0
310,028
29,681,035
9,789,387

144,579,405
44,835,166
10,077,878
920,378
55,833,422
0

153,908,151
58,593,081
10,774,000
1,057,625
70,424,706
0

153,908,151
58,593,081
10,774,000
1,057,625
70,424,706
0

166,691,952

172,848,229

200,412,827

224,332,857

224,332,857

Fund Overview
Chapter 5 of the Portland City Charter establishes the Fire & Police Disability &
Retirement (FPDR) Fund for the sworn employees of Portland Fire & Rescue and
the Portland Police Bureau, their surviving spouses, and their dependent minor
children. The fund is supported primarily through a separate property tax levy
originally authorized by the voters in 1948. The levy is a rate-based levy, providing
a maximum rate of $2.80 per $1,000 of real market value.
Managing Agency

Bureau of Fire & Police Disability & Retirement
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Fire & Police Disability & Retirement Fund

Fund Summary

Significant Changes from Prior Year
Net of tax anticipation notes - which artificially inflate the size of the budget
because proceeds are received and repaid in the same fiscal year - total fund
requirements for FY 2018-19 are $166.6 million. This is an increase of $10.5 million
or 6.8% from the FY 2017-18 Revised Budget. External materials and services,
which mainly consists of direct pension benefits to members (or their beneficiaries)
hired before 2007, continues to increase as more members retire with higher final
pay. Additionally, contributions to the Oregon Public Employees Retirement
System (PERS) on behalf of active members hired after 2006, the largest component
of internal materials and services, continues to grow as new FPDR Three
employees replace retiring FPDR Two employees in the sworn workforce, PERS
contribution rates escalate, and salaries continue to increase. The capital budget,
which is exclusively for upgrades to the FPDR database, will hover around $45,000
a year as opportunities for additional utility continue to be identified.
FPDR fund contingency, which has been set at seven percent of bureau
requirements for FY 2018-19, is budgeted at $10.8 million. This is an increase of $0.7
million from FY 2017-18, when it was also set at seven percent. Bureau
requirements are forecast to grow over the next five years, and thus contingency
will follow in step. Fund transfers show as higher in current and future years
because FPDR always budgets a transfer from the FPDR Reserve Fund, but when
the transfer is not required, it is not reflected in prior year actuals. Debt service (and
the offsetting bond and note proceeds in revenues) reflect FPDR’s annual issuance
of tax anticipation notes (TANs) to cover cash flow needs until property tax
revenues are received in mid-November each year. TANs are budgeted as 4.5
months of requirements, less beginning fund balance, and therefore grow as fund
requirements grow.
Budgeted property tax collections will increase by $7.0 million or 4.9% from the FY
2017-18 Revised Budget to the FY 2018-19 Requested Budget. Since property taxes
make up roughly 98% of FPDR’s resources, taxes typically grow in accordance with
fund requirements. However, tax collections are budgeted to grow less for FY 201819 because of a higher projected beginning fund balance than planned, the result of
likely underspending on pension and disability benefits in the current fiscal year.
Despite growing requirements and the resulting need for more tax revenue, very
strong growth in Portland real market values (RMV) over the last several years has
driven the FPDR RMV property tax levy down, to $1.13 in FY 2017-18 as compared
to $1.14 in FY 2016-17 and $1.30 in FY 2015-16. The FY 2018-19 forecast RMV levy
rate sits at $1.10, the nadir for the five-year forecast.
Interagency revenue is budgeted to drop in FY 2018-19, out of concern that reduced
staffing levels will diminish the Police Bureau’s capacity to take on third-party
work. (When the Fire or Police Bureaus contract out their services to other
organizations, FPDR receives a portion of the overhead charges to offset pension
and disability costs.) Interagency revenue is expected to rebound in FY 2019-20 as
Police staffing levels recover. Miscellaneous revenue, which is primarily interest
income and subrogation revenue, is expected to grow as interest rates continue
their rise after years of remaining at historic lows, and as FPDR’s fund balance
grows.
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Fund Summary

Fire & Police Disability & Retirement Reserve Fund
Fire&PoliceDsabilty&RetirmentResrveFund

Actual
FY 2015-16

Resources
Total External Revenues

Actual
FY 2016-17

Revised
FY 2017-18

Requested
No DP
FY 2018-19

Requested
FY 2018-19

0
0

0
0

0
750,000

0
750,000

0
750,000

0
750,000

0
750,000

750,000
750,000

750,000
750,000

750,000
750,000

750,000

750,000

1,500,000

1,500,000

1,500,000

0
0

0
0

0
750,000

0
750,000

0
750,000

Ending Fund Balance

0
750,000

0
750,000

750,000
750,000

750,000
750,000

750,000
750,000

Total Requirements

750,000

750,000

1,500,000

1,500,000

1,500,000

Fund Transfers - Revenue

Total Internal Revenues
Beginning Fund Balance

Total Resources
Requirements
Total Bureau Expenditures
Fund Transfers - Expense

Total Fund Expenditures

Proposed
FY 2018-19

Fund Overview
The Fire & Police Disability & Retirement (FPDR) Reserve Fund was established by
City Charter and is to be maintained in the amount of $750,000. The fund is for use
only in the event the FPDR Fund becomes depleted to the extent that current
obligations cannot be met. Interest income on the $750,000 is booked directly to the
FPDR Fund.
Managing Agency

Bureau of Fire & Police Disability & Retirement
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Fire and Police Disability and Retirement
City of Portland

FPDR FiveYear Forecast
FYE 2019-23
Overview

The Bureau of Fire & Police Disability & Retirement (FPDR)
administers a defined benefit retirement plan for sworn
members of the Portland Police Bureau (Police) and Portland
Fire & Rescue (Fire) hired before 2007, as well as a disability
plan (both service and nonservice) for all sworn members with
at least six months of service. These benefits are defined in
Chapter 5 of the City of Portland’s Charter, which serves as
FPDR’s legal plan document. Fire and Police employees sworn
after December 31, 2006 are enrolled in the Oregon Public
Employee Retirement System (PERS) pension plan. In addition
to paying for its own plan benefits, FPDR pays the PERS
contributions on behalf of those employees by reimbursing the
Fire and Police Bureaus for PERS expenses.
FPDR is funded almost exclusively from a dedicated property
tax levy capped by the City Charter at $2.80 per $1,000 of real
market value (RMV) on properties within the City of Portland.
The RMV rate is currently $1.13 and the assessed value (AV)
rate is $2.65. By the end of the forecast period these are
projected to grow to $1.22 and $3.14 respectively. In FY 201819, 81.0% of the budget is dedicated to FPDR plan benefits,
9.6% to PERS contributions made on behalf of members hired
after December 31, 2006, 2.2% to program administration, and
7.2% to fund requirements such as contingency.

Forecast Highlights
 Fund requirements
will increase 7% for FY
2018-19 and 41% over
forecast period (net of
tax anticipation notes)
 The most significant
growth factor is
simultaneous funding
of two generations of
pensions, during the
transition from a payas-you-go plan to a
pre-funded plan
 Other major
contributors to growth
are a high cost-ofliving wage adjustment
for FY 2018-19 (3.8%)
and higher PERS
contribution rates in
the outyears of the
forecast


Despite growing
expenses, increases in
real market value have
kept the FPDR RMV
tax rate low. The
projected rate for next
year is $1.10, down
from the current $1.13.

FPDR Funds

FPDR manages two funds: an operating fund (The FPDR Fund, Fund 800) and a reserve fund
(the FPDR Reserve Fund, Fund 801). Both funds are established and defined by City Charter. The
Charter requires that the Reserve Fund begin and end the fiscal year with a balance of
$750,000. In between, the balance may be transferred to the FPDR Fund if required to maintain
a positive cash balance before mid-November, when the majority of property tax revenues are
received. The transfers to the FPDR Fund and then back to the Reserve Fund are always
budgeted, but if not required they are simply not executed. Interest on the Reserve Fund cash
balance is credited directly to the FPDR Fund. Unless otherwise noted, the figures and tables in
this document refer just to the operating fund.

FPDR Benefits

There are three tiers of FPDR members. FPDR One members are sworn employees who were
retired or on long-term disability before June 1991. FPDR Two members are sworn employees
hired before January 1, 2007 who were not retired or on long-term disability before June 1991.
FPDR Three members are sworn employees hired January 1, 2007 or later, who also have at
least six months of service.
FPDR administers the FPDR One and FPDR Two pension plans. The FPDR One pension benefit is
a percent of current top-step police officer or fire fighter pay, up to a maximum of 60% with 30
years of service. FPDR Two pension benefits are a percent of the individual member’s final
annual pay, up to a maximum of 84% with 30 years of service. FPDR Three members are
enrolled in PERS for their pension benefits. Therefore their pension benefits are administered
by PERS, although funded by FPDR; the contribution rate in FY 2018-19 is 24.46% of the
individual member’s actual wages. Surviving spouses and minor children of FPDR One and Two
members are entitled to FPDR benefits upon a member’s death; spouses and minor children of
FPDR Three members are entitled to FPDR benefits if the member dies before retirement.
FPDR One disability benefits range from 20% to 60% of top-step police officer or fire fighter
pay, depending on whether the disability is service-connected or not and, in the case of
nonservice disabilities, the member’s years of service. FPDR Two and Three disability benefits
range from 0% to 75% of the individual member’s pay, depending on whether the disability is
service-connected or not, whether the member is capable of other “substantial” employment,
and whether the member has wages from other employment. FPDR Two and Three members
must have at least ten years of service to receive any nonservice disability benefit.

Five-Year Forecast

The table on the next page shows FY 2016-17 actuals, the FY 2017-18 budget and actuals to
date, the FY 2018-19 requested budget, and the forecast FY 2019-20 through FY 2022-23 for the
FPDR Fund, by major budget categories. The last line of the table shows budget and actuals net
of tax anticipation notes (TANs). FPDR issues TANs to cover cash flow requirements each year
before most property tax revenues are received in November. TANs are always issued and
repaid within the same fiscal year, which means that TAN revenue (proceeds) are offset by a
TAN expense (repayment). Including TAN proceeds and repayment artificially inflates the size of
FPDR FIVE-YEAR FORECAST
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the budget. Interest payments and debt issuance costs are still included as administrative
expenses.
Net of TANs, and the incoming and outgoing transfer with the Reserve Fund, FPDR
requirements are projected to grow by 7.0% next year, and 40.8% over the five-year forecast
period. Average annual growth over the five years is 7.1%. Major drivers of the budget and
forecast are discussed in detail below.
Five-Year Forecast Summary ($ Millions)

Resources
Property Taxes
Tax Anticipation
Notes
Miscellaneous
Cash Transfers
Beginning Fund
Balance
Total Resources
Requirements
Retirement Benefits
Disability & Death
Benefits
Administration &
Delivery
Fund-Level
Requirements
Ending Fund Balance
Total Requirements
Total Net of TANs

FYE17
Actuals

FYE18
Budget

FYE18
Projection

FYE19
Budget

FYE20
Forecast

FYE21
Forecast

FYE22
Forecast

FYE23
Forecast

FYE18
ProjectFYE23
Change

$128.20
29.13

$144.27
44.31

$143.57
36.23

$151.27
57.70

$165.96
62.50

$176.64
66.60

$190.50
71.80

$201.25
76.00

40.2%
109.8%

1.89
13.63

2.02
0.75
9.06

2.33
9.79

2.43
0.75
12.18

3.08
0.75
10.77

3.22
0.75
11.67

3.60
0.75
12.44

3.75
0.75
13.41

61.1%
N/A
37.0%

$172.85

$200.41

$191.92

$224.33

$243.06

$258.89

$279.09

$295.15

53.8%

$123.50
6.53

$133.92
7.14

$132.80
6.65

$142.91
7.28

$155.31
7.55

$165.81
7.75

$179.25
8.08

$189.88
8.27

43.0%
24.4%

3.35

3.52

3.55

3.72

3.90

4.08

4.23

4.42

24.5%

29.68

55.83

36.74

70.42

76.30

81.25

87.52

92.58

152.0%

9.79
$172.85

$200.41

12.18
$191.92

$224.33

$243.06

$258.89

$279.09

$295.15

N/A
53.8%

$143.72

$156.10

$155.68

$166.63

$180.56

$192.29

$207.29

$219.15

40.8%

Significant Forecast Factors

New This Year
Higher wage inflation in the first year of the forecast (FY 2018-19) than previously expected has
increased expenses in most benefit categories. City labor contracts mandate wage cost of living
adjustments (COLAs) equal to the change in the consumer price index for wage earners in the
Portland-Salem metropolitan statistical area (CPI-W), with a minimum raise of 1% and a
maximum raise of 5%. At this time last year, the wage increase for July 1, 2018 was forecast at
2.7%; the City Economist’s current projection is 3.8%. Wage increases result in higher FPDR One
pension benefits, higher PERS contributions for FPDR Three members, and higher disability and
funeral benefits for all members, as these benefits are all calculated as a percent of current pay.
In addition, pensions for FPDR Two members not yet retired increase as final pay – one of three
FPDR FIVE-YEAR FORECAST
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components in the FPDR Two pension formula – increases. Since the higher CPI-W growth
occurs in the first year of the forecast, the impact is compounded over the entire five-year
period. As compared with the previously assumed wage increase of 2.7%, a wage increase of
3.8% on July 1, 2018 increases costs by $0.47 million in FY 2018-19 and $3.59 million over the
entire five-year forecast period.
The new Portland Fire Fighter Association (PFFA) contract increases wages for approximately
2/3 of sworn fire employees by 1%, above and beyond COLA, a change that was not anticipated
in the last forecast. PFFA’s most recent collective bargaining agreement expired on June 30,
2016. Because the City and PFFA could not reach agreement on a new contract, the process
was submitted to binding arbitration. On December 29, 2017 a labor arbitrator chose the City’s
last best offer, or “LBO,” as the new contract. The City’s LBO includes retroactive COLA
adjustments equal to the CPI-W change on July 1, 2016 and July 1, 2017 (with a floor of 1%)
such that all PFFA members will receive 1% pay increases retroactive to July 1, 2016 and 2.2%
pay increases retroactive to July 1, 2017. These pay increases will result in higher pensions for
all FPDR One retirees; higher pensions for FPDR Two retirees who retired after August 1, 2016;
higher death and disability benefits for any members who received them between July 1, 2016
and the present; and retroactive PERS contributions for FPDR Three members on the higher
wages since July 1, 2016. FPDR expects to make retroactive payments of approximately
$550,000 over the next several months as a result: about $390,000 in retroactive pension
payments, $20,000 in retroactive disability payments and funeral benefits, and $140,000 in
PERS contributions on retroactive payments to FPDR Three members. However, these
retroactive payments and the associated ongoing cost increases have been anticipated in
FPDR’s five-year forecast for the last several years.
New to the forecast this year is an increase in longevity pay for all PFFA members with ten years
or more of service. PFFA members will now receive longevity pay equal to 1% of top-step fire
fighter pay if they have 10 – 15 years of service. Before there was no longevity pay until 15
years of service. In addition, PFFA member with 15 – 20 years of service will receive 3% (up
from 2%), members with 20 – 25 years of service will receive 5% (up from 4%), and members
with 25+ years of service will receive 7% (up from 6%). This additional wage increase adds $0.19
million in costs to the FY 2018-19 budget, and $1.35 million in costs over the five-year forecast
period. The impact to the forecast is more muted than an across-the-board wage increase
would be because of the relatively small increase in PERS contribution costs, as few FPDR Three
members have more than 10 years of service.
Future PERS contribution rates are now projected to be even higher than forecast at this time
last year. The City’s contribution rate for police and fire employees is currently 24.46% and will
remain so for FY 2018-19. (PERS contribution rates are set biennially.) However, the rate is
expected to increase to 29.98% for FY 2019-20 and FY 2020-21, up from the 27.50% projected
in the last forecast. The estimated rate for FY 2021-22 and FY 2022-23 has grown even more,
and is now expected to be 35.00%, as compared with last year’s projection of 30.50% for those
years. There are a variety of factors behind the rising rates, including the recently lowered
assumed earnings rate on PERS assets and increasing longevity for current and future PERS
retirees. In any event, rising PERS rates add nearly $30.0 million in costs to FPDR’s five-year
FPDR FIVE-YEAR FORECAST
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forecast. Of that amount, $13.0 million is newly added to the forecast this year because of
higher anticipated PERS rates in outyears.
Continuing Trends
Funding two generations of pensions simultaneously continues to be the single largest driver of
FPDR costs. This is a fiscally responsible transition, undertaken knowingly in 2006 by the FPDR
Board, City Council, and Portland voters. Future generations of taxpayers will be rewarded with
lower FPDR costs, in real terms, as the relatively expensive pay-as-you-go pension plans (FPDR
One and Two) are replaced with a pre-funded pension plan (PERS for FPDR Three). However,
costs will continue to increase over the next 15 years or so, as FPDR pays direct pension
benefits to FPDR One and Two retirees while simultaneously pre-funding FPDR Three members’
pensions through PERS. Costs are expected to peak in the early 2030s, after which the entire
sworn workforce will be FPDR Three, all FPDR Two members will be retired, and older FPDR
Two members will begin to pass away.
Sustained real market value growth continues to keep FPDR’s RMV property tax rate low,
despite FPDR’s growing costs. FPDR bureau requirements, after netting out TANs, have grown
more than 20% over the last five years, and are expected to grow another 41% over the coming
five years. Despite those very large increases, FPDR’s RMV tax rate has actually declined over
the last five years, from $1.55 in FY 2012-13 to $1.13 in FY 2017-18. And notwithstanding the
even larger increases to come over the next several years, FPDR’s RMV property tax rate is
projected to remain under $1.25 at the end of this forecast period in FY 2022-23, well under the
$2.80 cap. The fact that the RMV tax rate is holding at this low level, even while FPDR phases in
the high cost of funding two generations of pensioners simultaneously, is the result of dramatic
RMV growth in Portland: 72% over the last five years. In FY 2012-13 Portland’s RMV was $80.0
billion; today it stands at $137.5 billion. The higher RMV translates to a lower tax rate per
$1,000 of RMV, since the rate is calculated over a larger base. The City Economist does expect
RMV growth to begin to slow next year, and to return to more modest annual increases of 4.5%
by FY 2020-21. However, the gains in RMV to date make it less likely FPDR will exceed its $2.80
tax rate cap during its peak expense years in the 2030s.

Risks to the Forecast
Uncertainty surrounding the Police Bureau’s request to over hire creates uncertainty about
FPDR’s PERS contribution expenses, at least in the short run. If Council does not authorize the
Police Bureau’s request to over-hire, FPDR’s PERS contribution expenses may be lower than in
this forecast. This forecast assumes Police hires and retains an additional 24 officers in the
current fiscal year (on top of the 56 already hired since July 1), and another 50 in FY 2018-19.
With only 35 vacancies currently – and the unlikelihood that many officers will retire until the
next 27 pay date lookback in February 2019 – hiring at that level will probably require Council
authorization to over-fill positions, at least temporarily. If the Police Bureau does not obtain
that permission PERS contributions for new FPDR Three hires will be less than budgeted.
Conversely, if the Police Bureau is authorized to over-fill more than 40 or so positions, and is
able to do so, there would be more new hires than currently anticipated and PERS contributions
for new FPDR Three hires could be more than budgeted. Over the last ten years the Police
FPDR FIVE-YEAR FORECAST
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Bureau has hired and retained an average of 27 officers each year. However, the bureau was
able to double that number to 54 last fiscal year and has already exceeded that rate in the
current fiscal year. It is possible the bureau could hire even more officers than projected in this
forecast if Council authorizes enough double-fills. More will be known after Mayor Wheeler
releases his FY 2018-19 Proposed Budget at the end of April.
Additional increases to PERS contribution rates in the out-years would increase FPDR’s PERS
contribution expenses over the longer run. Actual PERS contribution rates for FY 2019-20 and FY
2020-21 will be released in September. It is possible they will be higher than currently
projected, but unlikely given that most factors impacting the rates were already known when
the advisory rates were published.
It is more conceivable that contribution rates will be higher than expected starting with the
2021-23 biennium – for example, if there is a downturn in the stock market. Since we are now
in one of the longest economic expansions since World War II, economic contraction in the near
future is certainly possible. If the PERS contribution rate for public safety Oregon Public Safety
Retirement Program (OPSRP) participants (the PERS tier most FPDR Three members belong to)
was 36% in 2021-23 rather than the currently projected 35%, it would add $2.01 million in costs
to the last two years of the forecast. If the rate were 38%, it would add $6.03 million in costs.
Adding to the uncertainty about rates is the opacity of state legislative intentions for PERS
reform. If design changes are made to PERS to cut contribution rates in outyears, and perhaps
even in FYs 2019-2021, PERS contribution expenses could drop instead of increasing.
Higher than projected wage inflation and/or retirement rates would increase expenses. As with
all forecasts, flaws in the underlying assumptions are the greatest source of risk. Major
assumptions used in this forecast are detailed at the end of this document. In addition to
changes to PERS contribution rates, deviations from projections in the two categories above
could have a significant impact on the forecast, and are subject to substantial uncertainty.
Wage growth drives cost increases in nearly every FPDR benefit category, and the CPI-W is
difficult to predict. Adding to the uncertainty is the fact that the CPI-W will be replaced with a
different index beginning on July 1, 2019. The federal government does not intend to continue
publishing the CPI-W for the Portland-Salem area after this year. The City Economist’s current
forecast projects the highest CPI-W increase in recent memory for July 1, 2018, at 3.8%. But in
outyears he expects the inflation rate to drop back down to 2.9% or less. If actual inflation were
to remain high, FPDR costs will increase. In addition, all three sworn contracts will expire during
the forecast period. (This is always true as the City’s collective bargaining agreements rarely
have terms of more than four years.) The Portland Police Commanding Officers Association
contract expires on June 30, 2018; the PFFA contract (which was settled less than a month ago)
expires again on June 30, 2019; and the Portland Police Association contract expires on June 30,
2020. If new contracts include wage increases beyond COLAs, or if premium pays are increased
or expanded to a larger pool of employees, FPDR costs will increase.
Finally, higher retirement rates than currently contemplated would increase FPDR costs.
Retirement rates are notoriously unstable. FPDR relies primarily on age and years of service
assumptions developed during a 2013 plan experience study – along with input from the Police
FPDR FIVE-YEAR FORECAST
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and Fire Bureaus, and staff judgment about factors in the current environment – to create the
five-year retirement forecast. Year-to-year rates are heavily influenced by factors such as new
labor contracts, bureau changes, and the state of the local economy. More retirements than
budgeted would increase both FPDR 2 pension expenses and FDPR 3 PERS contribution
expenses, since the officers hired to replace retirees are FPDR 3 members. In essence, higher
retirement levels accelerate the phase-in of FPDR’s simultaneous funding of two generations of
pensions.

Requirements (Expenditures)
The chart below shows the components of FPDR’s annual budget, net of TANs.
Nondiscretionary plan benefits defined in the City Charter (pension, disability and death benefit
expenses) make up 90% of FPDR’s annual expenses. Of these, the vast majority are pension
plan expenses – either direct pension benefits for members of the closed FPDR One and Two
plans, or pension contributions to PERS for FPDR Three members. Fund-level expenses
(primarily contingency) and administrative expenses make up the remainder of the budget.

Disability & Death
Benefits, $7.28

FPDR 3 Pension
Contributions, $15.98

Administrative
Expenses, $3.72

Fund-Level Expenses,
$12.72

FPDR 1 & 2
Pension Benefits,
$126.93

FY 2018-19 Budgeted Requirements ($ Millions)
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FPDR One & Two Pension Benefits

$ MILLIONS

$152.61
$146.12
$140.71

$132.88
$126.93
$119.65
$113.83

FYE17
Actuals

FYE18
Projection

FYE19
Budget

FYE20
Forecast

FYE21
Forecast

FYE22
Forecast

FYE23
Forecast

One-Year Growth: 6.1% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 27.6% (FY 2017-18 Projection to FY 2022-23 Forecast)
The FPDR One and Two pension plans are closed, defined benefit pension plans. All FPDR One
members are now retired or on long-term disability; on June 30, 2017 there were 465 FPDR
One members and beneficiaries. The FPDR Two plan closed on December 31, 2006; as of June
30, 2017 there were a total of 2,490 FPDR Two members and beneficiaries. A little more than
half of FPDR Two members are now receiving pension benefits while the remainder are still
working.
FPDR Two pension benefits are expected to break the $100 million mark for the first time in FY
2017-18, and then grow by another 7.7% for FY 2018-19 to $109.2 million. Over the five-year
forecast period, expenses are projected to grow by a total of 35.2%, reaching $137.3 million in
FY 2022-23. FPDR Two retirement costs grow each year as the number of FPDR Two retirees
increases. Between 50 and 100 new FPDR Two retirees are expected each year for the next five
years, whereas only 20 to 30 FPDR Two deaths are expected annually. The average age of an
FPDR Two retiree is currently 66.7. In addition to an ever-increasing pool of retirees, in FY 201617 FPDR 2 final pay (a component of the FPDR 2 pension calculation) increased above and
beyond inflation for new and future retirees – the result of 3% pay increases in each of the next
three years for most Police members, as well as the return of 27 pay dates to the final pay
calculation. This means that not only does the number of FPDR Two retirees grow each year,
but the new retirees also have higher pensions than existing retirees, even after accounting for
inflation. Once retired, FPDR Two pension benefits are increased at the discretion of the FPDR
Board, although City Charter limits the increase to no more than the highest rate awarded to
PERS sworn retirees (a maximum of two percent). Historically the Board has chosen to more or
less duplicate the PERS methodology, which has resulted in lower annual increases following
FPDR FIVE-YEAR FORECAST
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the 2013 legislative and judicial changes to the PERS method. Post-retirement pension COLAs
are the one area in which FPDR Two pension growth has slowed. But overall, FPDR Two pension
benefits will continue to increase until deaths outnumber retirements by enough to offset the
higher retirement benefits of younger FPDR Two retirees, most likely in the 2030s.
On the other hand, FPDR One pension benefits (and supplemental pension program benefits
paid to FPDR One members) continue to fall as this population ages and passes away. The
average age of an FPDR One member is currently 83.6. Between 40 and 60 FPDR One members
or beneficiaries have passed away each year for the last three years, and the forecast assumes
that approximately 40 more will die each year for the next five years. With few new FPDR One
retirees, FPDR projects these deaths will result in a 15% reduction in FPDR One retirement costs
over the forecast period. For FY 2018-19 costs are expected to be $17.5 million, 2.6% less than
in the current fiscal year. Supplemental pension program costs are also expected to decline,
from $0.26 million in FY 2017-18 to $0.24 million in FY 2018-19. The supplemental pension
program was authorized by City Council in a separate 1973 ordinance, to provide greater salary
replacement for some high-ranking FPDR One members since the FPDR One pension is a
portion of just police officer or fire fighter pay. The program is administered by Standard
Insurance but funded via monthly payments from FPDR.
The forecast relies on independent actuarial assumptions developed in the 2013 plan
experience study to forecast retirements and deaths, with the exception of the addition of 20
extra “cushion” retirements to the forecast for FY 2017-18. FPDR has historically added ten or
more cushion retirements in the year prior to the one being budgeted; retirements are volatile
and unpredictable, and a cushion mitigates the risk that insufficient tax resources are raised in
the budget year to cover new retirements. Assuming the retirements occur in the prior year
ensures a full year of pension expenses are included in the budget year. For the first time since
the return of 27 pay dates there will be two 27 pay date retirement opportunities in FY 201819. This fact, combined with the possibility that many PFFA members may be waiting to retire
until their new contract is finalized and implemented, makes an unusually large number of
retirements in the budget year possible. On the other hand, FPDR originally predicted that
there would be 50 or so retirements in September 2017 (the most recent 27 pay date period)
and in fact there were only 30. Nevertheless, FPDR chose to be conservative again with its
retirement budget by assuming a fairly high number of “cushion” retirements (20) in the
current year, as we gain more experience with the return of 27 pay dates. Concerns also remain
about a potential retirement bubble, particularly at the Fire Bureau. Actual and projected FPDR
2 retirements for a 20-year period are shown in the chart below.
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FPDR 2 Retirements, Total
Actuals (FYE 04-17), FYE18 Projection & Five-Year Forecast (FYE 19-23)
Includes Service, Disability and Vested Retirements
120

100

Number of Retirements

80

60

40

20

-

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Total 61 48 68 105 55 80 20 27 85 48 36 49 61 69 89 61 59 54 52 60
Fiscal Year Ending

Actual and projected retirements for the same period, broken out by bureau, are detailed in the
second graph below. Police members make up roughly 60% of the active population and Fire
members 40%. Actuarial assumptions and pension COLA assumptions for FPDR One and Two
members are listed at the end of this document, under “Major Assumptions.”
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FPDR 2 Retirements, by Bureau
Actuals (FYE 04-17), FYE18 Projection & Five-Year Forecast (FYE 19-23)
Includes Service, Disability and Vested Retirements
70

60

Number of Retirements

50

40

30

20

10

-

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Fire
24 21 34 42 14 51 10 13 36 25 17 15 26 20 35 14 12 14 16 17
Police 37 27 34 63 41 29 10 14 49 23 19 34 35 49 54 47 47 40 36 43
Fiscal Year Ending

FPDR Three Pension Contributions

$ MILLIONS
$37.27
$33.13

$22.43

$9.67

FYE17
Actual s

$13.15

FYE18
Projection
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$15.98

FYE19
Budge t

FYE20
Fore cast

FYE21
Fore cast

FYE22
Fore cast

FYE23
Fore cast
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One-Year Growth: 21.5% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 183.4% (FY 2017-18 Projection to FY 2022-23 Forecast)
FPDR Three members are enrolled in the PERS retirement plan, primarily the OPSRP tier, for
their retirement benefits. However, the FPDR Fund is the financing mechanism for their PERS
contributions. Each quarter, FPDR reimburses the Fire and Police Bureaus for the PERS
contributions they have made via the payroll system for sworn employees hired January 1, 2007
or later. Therefore, this expense is budgeted in internal materials and services. The annual
budget must be negotiated with the Fire and Police Bureaus each year to balance their
respective budgets. On June 30, 2017 there were 536 FPDR Three members.
While FPDR Three pension contributions remain a small portion of the pension budget (about
11% in FY 2018-19), they are growing dramatically: FPDR Three pension contributions will
nearly triple over the five-year forecast period. The vast majority of this growth was anticipated
when the FPDR Three plan was created, and is simply a consequence of phasing in a new, prefunded pension plan. Eventually FPDR Three pension costs will overtake FPDR Two direct
pension expenses as the largest share of the FPDR pension budget, most likely in the 2030s
when the City’s entire sworn workforce will be comprised of FPDR Three members. Currently,
FPDR Three members are about 40% of that workforce; by the end of the forecast period they
are expected to be about 60%. Please see “Major Assumptions” at the end of this document for
more detailed projections of FPDR Three membership. In addition to growth in simple numbers,
FPDR Three members’ pay (and thus their PERS contributions) will grow as they rise through the
ranks. Only a handful of FPDR Three members have been promoted beyond police officer or fire
fighter to date, but this will change as more become sergeants, detectives, lieutenants,
inspectors, and so on over the forecast period.
In addition to these sources of growth, all of which were anticipated at the time of the 2006
charter reforms, FPDR Three pension contributions continue to grow beyond what was
originally planned because of unexpected increases in pay and PERS contribution rates. As
mentioned above, all FPDR Three Police members are receiving 3% pay increases each year for
three years as part of the new Portland Police Association (PPA) contract, with the result that
Police pay will be 9.27% higher in January 2019 than it would have been with inflationary
increases alone. Secondly, as discussed above in “Significant Forecast Factors,” the contribution
rate for public safety employees in the OPSRP tier is projected to grow by almost one-half
between now and the end of the five-year forecast, from 24.46% in FY 2017-18 and FY 2018-19
to 35.00% in FY 2021-22 and FY 2022-23. When the FPDR Three plan was created in 2006 the
rate was 14.27%. FPDR’s budget is increasingly vulnerable to increasing PERS rates as FPDR
Three PERS contributions make up a growing share of the FPDR budget. In addition, since PERS
contribution rates change biennially, this growth creates a certain “bumpiness” in the cost
curve; FPDR Three pension costs grow more in fiscal years ending in an even year. Going
forward, this may create undesirable spikes in the FPDR tax levy.

FPDR FIVE-YEAR FORECAST

PAGE 12 OF 27

Disability and Death Benefits

Total
Disability
& Death
Benefit
Payments
$ Millions

FYE17
Actuals

FYE18
Projection

$6.53

$6.65

FYE19
Budget

FYE20
Forecast

FYE21
Forecast

FYE22
Forecast

FYE23
Forecast

$7.55

$7.75

$8.08

$8.27

$7.28

One-Year Growth: 9.5% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 24.4% (FY 2017-18 Projection to FY 2022-23 Forecast)
This program includes wage replacement payments to members on disability (for both service
and nonservice claims); payments for medical treatment for service and occupational
disabilities and vocational rehabilitation for those who cannot return to sworn work; return-towork subsidies paid to the Fire and Police Bureaus for members on modified duty; and funeral
benefits. Wage replacement payments fall into two categories: short-term benefits paid to
members biweekly (on the same schedule as City wages) for disabilities that are generally less
than a year in duration or intermittent, and long-term benefits paid to members monthly for
disabilities that are generally more than a year in duration.
Actual expenses in FY 2016-17, and projected expenses for FY 2017-18 through FY 2022-23, are
shown below by benefit type.

DISABILITY & DEATH BENEFIT TYPES
($ MILLIONS)
Short-Term Disability

Long-Term Disability

Return to Work Subsidies

Funeral Benefits

Medical Payments & Voc Rehab

$4.0
$3.5
$3.0
$2.5
$2.0
$1.5
$1.0
$0.5
$0.0
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Although medical expenses are the largest component of disability benefits, most of the growth
in disability costs for next year comes from long- and short-term disability benefits for time loss.
Reversing the trend of the last several years, long-term (monthly) disability benefits are
projected to grow next year, from roughly $1.64 million in FY 2017-18 to $1.88 million in FY
2018-19. Time loss disability benefits are a percent of wages, which will grow markedly next
year as a result of the unusually high COLA on July 1, 2018 (3.8%); a full year with the first 3%
pay increase and a half year with the second 3% pay increase for PPA members; and a 1% pay
increase for most PFFA members. In addition to higher per-person disability benefits, FPDR has
identified as many as five members who may begin long-term disability benefits in FY 2018-19.
However, over the five-year forecast period, FPDR projects that the number of members
retiring from long-term disability will be roughly equal to the number of new members starting
long-term disability benefits, such that FY 2018-19 may see a one-year spike in long-term
disability costs that will later be smoothed out by retirements in outyears of the forecast.
Unlike pension benefits, disability benefits for retiring FPDR One members and newly disabled
FPDR Two members are very similar so there is no cost savings from the demographic
transition. The number of members on long-term disability has dropped steadily since the 2006
charter reforms – as relatively few members transitioned from short-term to long-term
benefits, and older members on long-term disability retired – but we may now be seeing a
“bottoming out” of this number. Between FY 2017-18 and FY 2022-23, the forecast projects
23.4% growth in long-term disability benefit costs, comparable to the 23.1% wage growth
anticipated over the same period.
Short-term (biweekly) disability benefits are also expected to increase from an estimated $1.55
million in the current year to $1.79 million next year. Wage increases are a factor here as well,
but so too is the fact that short-term disability costs were lower than usual in FY 2016-17 and FY
2017-18. The budget assumes a return to higher costs in FY 2018-19. In addition, because shortterm disability costs are volatile and vary with the number, duration, and severity of disabling
events, as well as the job classification of the members disabled, FPDR budgets conservatively
in this category. The five-year forecasts assumes short-term disability benefit costs grow 30.4%
between now and FY 2022-23, a bit more than wage growth alone would predict.
Medical benefits associated with approved service-connected disability claims are the largest
category of disability expenses and highly variable. Large claims – those costing more than
$50,000 in a year – can create substantial year-to-year swings. Over the past decade, the
annual change in medical benefit costs has ranged from -29% to +28%, partly because of large
claims. Since FY 2010-11, large claims have averaged $0.5 million per year, but have been as
high as $1.0 million and as low as $0.2 million. Because of this unpredictability, the budget and
forecast simply assume medical expenses will grow by a medical inflation rate (listed at the end
of this document under “Major Assumptions”), from FY 2016-17 actuals of $2.9 million to
roughly $3.6 million at the end of the forecast period. The medical benefits category also
includes vocational rehabilitation expenses of $10,000 to $15,000 per year. Investing in
vocational rehabilitation expenses increases the likelihood that members on disability will be
able to return to work in some capacity. As a portion of any outside earned income offsets a
FPDR FIVE-YEAR FORECAST
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member’s disability benefits, vocational rehabilitation can also lead to lower benefit payments
if the member is not able to return to their sworn position.
Return to work subsidies and funeral benefits are the smallest components of disability
expenses. FPDR will pay 75% of the salary of members that the Fire and Police Bureaus place in
modified duty assignments if the members would otherwise be on disability. FPDR has found
that members returned to work at their bureau in some capacity recover more quickly and are
most likely to ultimately return to their sworn positions. Return to work subsidies are forecast
using trend data and wage inflation rates (although like FPDR Three PERS contributions, they
are budgeted through the interagency process and must be negotiated with the Police and Fire
Bureaus). Return to work subsidies paid to the Police Bureau have grown from around $0.25 M
per year before FY 2016-17, to roughly $0.35 M since then, as the bureau has made more light
duty positions available to temporarily disabled members. The Fire Bureau receives about $0.13
million in light duty subsidies each year. Funeral benefits are defined by the Charter: FPDR Two
members are entitled to 50% of the monthly pay of a top-step fire fighter or police officer;
FPDR One members are entitled to $200. Funeral benefits are forecast by applying wage
inflation rates and the mortality assumptions from the 2013 experience study. Funeral benefits
are typically less than $80,000 per year, but this benefit category is projected to grow by more
than 65% over the forecast period, mostly due to the aging of the FPDR 2 retiree pool.
Administration
The bureau’s administrative costs are one of the only (largely) discretionary portions of the
FPDR budget. They are comprised of personnel costs, external materials and services, internal
materials and service, and capital expenses for FPDR’s database.
The following chart shows administrative costs as a percent of FPDR’s total budget.

Administrative Cost as Percent of Total Budget
$0.0

2.20%

$0.0

$0.0

1.61%

1.80%
1.57%

1.63%
1.41%

1.56%

$0.0

$0.0

$0.0

FYE13
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One-Year Growth: 4.7% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 24.4% (FY 2017-18 Projection to FY 2022-23 Forecast)
Personnel costs make up 61% of FPDR’s administrative expenses. FPDR has 17 employees,
ranging in cost from an office support specialist to the director. Personnel expenses grow with
annual COLAs, annual raises for those not already at the top step of their job classification,
health benefit increases, and increases in PERS contribution rates. Beginning in FY 2017-18,
costs for FPDR’s four represented employees will also increase as a result of a 1.65% wage
increase (above and beyond COLA and step increases) included in the most recent District
Council of Trade Unions contact. For FY 2018-19, wages are forecast to increase by 4.8%
(slightly more than the 3.8% projected COLA) and benefits are forecast to increase by 4.7%
(primarily from assumed medical inflation of 4.0% for health benefits, but also partly from wage
growth that increases wage-driven benefit expenses.) See “Major Assumptions” at the end of
this document for more detail.
Materials and services comprise 38% of administrative costs. These are broken into two
categories: external materials and services (EMS) purchased from outside vendors and internal
materials and services (IMS) purchased from other City bureaus. External materials and services
are budgeted with trend data, staff knowledge of the services to be procured in any given year,
and specific inflation factors (see “Major Assumptions” below). The largest EMS component is
space rent, a fixed cost through July 31, 2020 when FPDR’s lease expires. Rent will increase by
more than 15% from FY 2017-18 to FY 2018-19, mostly because FPDR bargained one rent-free
month (in July 2017) into its latest lease extension. The only other significant line items are
disability claims investigation, which is the cost for FPDR to obtain medical records, images, and
other investigatory materials when reviewing disability claims; and other professional services,
which is comprised mostly of the payment to Managed HealthCare Northwest for access to
their medical fee schedule. Actuarial costs will grow significantly in FY 2018-19 because the
fund valuation and tax levy adequacy analysis are conducted biannually.
FPDR’s largest IMS expense is the City Attorney’s Office, which provides FPDR with a range of
legal support and services for pension, disability, and administrative issues. This budget is based
on the salary and benefits of one FTE attorney. Technology services is also a major IMS cost, but
will drop nearly 20% next year as the relocation of the data center to a more secure location is
now complete. Payments to the Fire and Police Bureaus for FPDR’s 50% share of the liaisons’
wages and benefits is the third largest IMS expense, and generally grows in concert with wage
and health benefit inflation. But overall, FPDR is benefitting from a variety of rate reductions
and lower allocations from City bureaus that provide internal services, such that total IMS
spending will drop by nearly 4% next year.
Capital expenses for upgrades to the FPDR database – used to pay benefits, track member
information, and perform other functions – are the final piece of FPDR’s administrative budget.
Following FY 2017-18 programming costs to automate portions of pension estimate
preparation, as well as other enhancements, these costs are expected to drop to a maintenance
level in FY 2018-19 and beyond.
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The table below shows a detailed breakdown of FPDR’s administrative expenses for FY 2015-16
through FY 2017-18.

Administration & Delivery: Budget Detail
FYE17 Actuals

$1,973,764

$2,110,355

$2,250,600

Change:
FYE18 to
FYE19
6.6%

External Materials & Services
Computer Consulting
Legal Services
Audit Services
Actuarial Services
Claims Investigation
Other Professional Services
Repair & Maint Services
Miscellaneous Services
Office/Computer Supplies
Minor Equipment & Tools
Education, Subscrip, Dues
Travel - Local
Travel - Out of Town
External Rent
Miscellaneous
Total External M&S

22,500
22,034
24,780
67,922
114,610
147,752
10,488
9,291
15,629
4,704
10,777
96
194,818
1,118
646,519

32,000
56,710
28,254
15,477
144,620
127,771
3,100
8,160
14,260
1,030
12,700
520
5,170
188,064
520
638,355

32,100
58,411
28,819
85,850
148,959
132,409
3,193
8,405
14,688
1,061
13,081
536
5,325
216,664
536
750,037

0.3%
3.0%
2.0%
454.7%
3.0%
3.6%
3.0%
3.0%
3.0%
3.0%
3.0%
$0
3.0%
15.2%
3.1%
17.5%

Internal Materials & Services
Printing & Distribution
Facilities Services/Fleet
Technology Services
EBS Services
Risk Management
City Attorney
Bureau of Revenue/Fin Svs
Fire & Police Bureaus
Total Internal M&S

40,975
3,537
143,439
31,427
35,104
242,173
61,496
119,945
678,096

42,420
1,901
191,009
29,379
38,558
248,169
30,020
119,208
700,664

44,692
1,747
152,310
26,143
35,461
259,711
29,000
126,500
675,564

5.4%
-8.1%
-20.3%
-11.0%
-8.0%
4.7%
-3.4%
6.1%
-3.6%

Capital

$54,760

$101,400

$42,850

-57.7%

$3,353,139

$3,550,774

$3,719,051

4.7%

Personnel Services

Total Admin & Delivery
Staff: Full-Time Equivalents (FTE)
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General Fund overhead is technically budgeted in fund transfers and does not therefore appear
in the summary of administrative expenses. However, it represents FPDR’s share of costs for
services provided to all City bureaus and not otherwise charged through interagency
agreements, and is an administrative cost. Examples are expenses for emergency management
and Council offices. General Fund overhead is currently budgeted at $300,540 in FY 2018-19,
nearly double the amount in FY 2017-18, but the City Budget Office has informed FPDR that this
allocation is the result of a calculation error that cannot be corrected until the Mayor’s
Proposed Budget is released. Ultimately, General Fund overhead is expected to be roughly the
same in FY 2018-19 as in the current year, and to grow by an annual average of 2.4% over the
five-year forecast period.

Resources (Revenues)
The chart below shows the major components of FPDR’s resources for FY 2018-19, excluding
TANs. FPDR’s primary revenue source is its dedicated property tax levy. Property taxes account
for 91% of resources; added to beginning fund balance (which is essentially unused property tax
revenues from prior years), property taxes make up 98% of FPDR’s resources. Other resources
of note are interagency revenues from the Police and Fire bureaus, and interest earnings on
fund balance (part of “Other” below). In addition to interest income, the “Other” category
includes subrogation revenue, overpayment recoveries, and a transfer from the FPDR Reserve
Fund.

Beginning Fund
Balance, $12.18

Interagency Revenues, $1.29

Other, $1.89

Property
Taxes,
$151.27

FY 2018-19 Budgeted Resources ($ Millions)
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Property Taxes

$ MILLIONS
$201.25
$190.50
$176.64
$165.96
$151.27
$143.57
$128.20

FYE17 Actuals

FYE18
Projection

FYE19 Budget FYE20 Forecast FYE21 Forecast FYE22 Forecast FYE23 Forecast

One-Year Growth: 5.4% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 40.2% (FY 2017-18 Projection to FY 2022-23 Forecast)
Since taxes are roughly 98% of FPDR’s resources they increase in step with total FPDR expenses,
which are driven by the factors discussed above. Growth in the tax levy is generally close to the
weighted average growth in FPDR 1, 2, and 3 pension costs (FPDR’s largest expenses), which is
expected to be 7.6% for FY 2018-19. Tax revenues are increasing slightly less than this for FY
2018-19 (5.4%) because of FPDR’s relatively large projected beginning fund balance for FY
2018-19. Fund balance is expected to be higher than originally expected because of lower
benefit payments in FY 2017-18 than budgeted (see discussion below under “Operating
Reserve, Fund Balance & Tax Anticipation Notes”).
This under-spending was more than enough to offset an anticipated $0.3 million undercollection of property tax revenues in FY 2017-18. Property taxes are coming in lower than
forecast because of greater compression losses than assumed when the budget was developed.
Compression losses occur when tax levies must be reduced to fit a property’s general
government property taxes under the State of Oregon’s $10 per $1,000 of RMV cap. Prior year
tax revenue (late tax payments) is budgeted at $2.1 million in FY 2018-19, increasing by $0.1
million in each of the subsequent years to correspond with the growth in current year taxes.
Although FPDR’s tax requirements are increasing, explosive growth in RMV means that FPDR’s
FY 2018-19 RMV tax rate continues to hold steady, or even fall. RMV grew by an astonishing
72% over the last five years, with the result that the RMV tax rate has fallen steadily from its
high of $1.62 in FY 2013-14. The RMV tax rate for FY 2018-19 is projected to be $1.10, less than
the $1.16 predicted at this time last year and less than the current year rate of $1.13. The rate
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is expected to begin increasing again in FY 2019-20 as higher PERS contribution rates come into
the forecast, and RMV growth is projected to begin tapering back down. Nevertheless, the tax
rate is still predicted to be less than $1.25 by the end of the forecast period in FY 2022-23. In
addition to easing concerns that FPDR will someday hit the $2.80 RMV tax rate cap in the City
Charter, rising RMV means FPDR causes less compression on other general government levies,
which results in more tax revenue for the City’s General Fund and local option levies. Please see
“Forecast Impact on Tax Rate” below for additional information on the FPDR tax rate.
Interagency Revenues
Other government agencies and private organizations contract with the Police and Fire Bureaus
for police and fire services. In addition to charging these organizations for the wages of officers
or fire fighters, both bureaus charge an overhead rate for benefits, including pension and
disability costs. The pension and disability portion of this overhead rate is passed to FPDR.
Nearly all of this revenue comes from the Police Bureau, which has a large contract with TriMet,
in addition to smaller contracts with the Portland Business Alliance, Home Forward and others.
The Police Bureau also provides security for private events throughout the year. The Fire
Bureau has only one small contract, to provide fire suppression services for a water district.
The Police Bureau charges the PERS contribution rate for pension overhead (currently 24.46%),
and a rolling three-year average of service-connected disability costs as a percent of sworn
payroll for disability overhead (currently 4.05%). The pass-through to FPDR grows with both
wage increases and the PERS contribution rate. (The disability overhead rate is fairly stable
from year to year.) The Fire Bureau uses a different methodology established in City Code, but
pass-through charges from Fire make up less than $45,000 of FPDR’s total interagency revenue.
Pass-through funds also increase or decrease if Police or Fire provides more or less contracted
services in any given year.

$ MILLIONS

$1.43
$1.19

FYE17 Actuals

FYE18
Projection
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$1.59

$1.64

FYE20
Forecast

FYE21
Forecast

$1.92

$1.98

FYE22
Forecast

FYE23
Forecast

$1.29

FYE19 Budget
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One-Year Growth: -10.8% (FY 2017-18 Projection to FY 2018-19 Budget)
Five-Year Growth: 38.2% (FY 2017-18 Projection to FY 2022-23 Forecast)
With continuing staff shortage problems, the Police Bureau thinks it possible it will take on less
contract work for outside agencies next year. Therefore, FPDR has budgeted only $1.25 million
in pass-through charges from the Police Bureau for FY 2018-19, as compared with the $1.39
million expected this year. However, contract work is expected to recover in FY 2019-20 and
beyond as the 100+ employees the Police Bureau currently has in various stages of its training
pipeline are deployed to independent patrol. For FY 2019-20 and beyond, this revenue source is
projected to grow at the same rate as wage and PERS contribution rate increases.
Other Revenue
FPDR’s four other notable revenue sources are a $750,000 transfer from the FPDR Reserve
Fund, interest income on fund balance, subrogation revenue on disability claims involving a
third party, and repayment of interim disability benefits for claims that are ultimately denied or
withdrawn.
The transfer from the Reserve Fund is budgeted each year in case TAN proceeds are insufficient
to cover cash flow needs before enough tax revenue is received, although the transfer has not
been required since FY 2012-13. If it is required FPDR must return the funds before June 30, so
a transfer back to the Reserve Fund is also budgeted. Thus this revenue is fully offset by an
expense – similar to TANS, although TANS do have real costs in the form of interest and debt
issuance expenses. The figures below show growth in other revenue, net of the transfer from
the FPDR Reserve Fund. Since the transfer is budgeted in future years, but not projected to be
used in FY 2017-18, it inclusion would artificially overstate growth in this revenue category.
Other Revenue One-Year Growth: 27.5% (FY 2017-18 Projection to FY 2018-19 Budget)
Other Revenue Five-Year Growth: 97.5% (FY 2017-18 Projection to FY 2022-23 Forecast)
The increase in other revenue, both next year and over the entire forecast period, is almost
entirely attributable to interest income, which in turn is caused by both rising interest rates and
increasing fund balance. The average daily interest rate on FPDR’s fund balance (which is
pooled with the rest of the City’s funds and invested in short-term vehicles) for July 1 –
December 31, 2017 has been 1.24%; the forecast for all of FY 2017-18 is expected to be about
1.28%. This is an increase from 1.06% in FY 2016-17. City Treasury expects rates to continue to
rise, nearly doubling to 2.00% by FY 2019-20. Combined with higher interest rates is FPDR’s
increasing cash balance: as FPDR’s expenditure requirements grow, so too must its fund
balance. FPDR’s average cash balance is expected to grow 6.1% between the current year and
budget year, and 38.0% by the end of the forecast period. These two factors combine to predict
significant gains in interest income, with 36.8% more interest income in FY 2018-19 and 115.6%
more by FY 2022-23.
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$ Millions
Average
Cash
Balance
Forecast
Interest
Rate
Interest
Income

FYE17
FYE18
Actuals Projection
$53.8
$61.0

FYE19
Budget
$64.7

FYE20
Forecast
$70.3

FYE21
Forecast
$74.8

FYE22
Forecast
$79.8

FYE23
Forecast
$84.2

1.06%

1.28%

1.65%

2.00%

2.00%

2.00%

2.00%

$0.59

$0.78

$1.07

$1.41

$1.50

$1.60

$1.68

Subrogation revenue, paid by third parties to FPDR when they are at fault in an FPDR disability
claim, is similar to disability expenses in its volatility. Subrogation revenue was unusually high in
FY 2016-17 and is expected to be again in FY 2017-18, with more than $100,000 collected in
each fiscal year. The high collections are mostly because of claims resulting from a natural gas
explosion in the fall of 2016. For FY 2018-19 and beyond, subrogation is budgeted based on the
four-year average before FY 2016-17 ($57,000), adjusted each year by a medical inflation rate.
Miscellaneous revenue is less than $20K in each year of the forecast period and is comprised of
a variety of sources, the largest of which is recovery of interim disability benefits for claims that
were denied or withdrawn. FPDR begins paying disability benefits as soon as an eligible
member has submitted a complete claim. Since most claims are approved, this is preferable to
requiring members to use sick or vacation leave time until their claim is decided. However,
some claims are denied or withdrawn and the interim benefits must then be repaid. When the
member repays within the same fiscal year, the repayment is credited back against disability
benefit expenses; if the member repays in a different fiscal year, the repayment is instead
credited to miscellaneous revenue.

Operating Reserve, Fund Balance & Tax Anticipation Notes
Operating Reserve (Fund Contingency) and Fund Balance
FPDR has a reserve fund (discussed above under “FPDR Funds”) but it is limited by City Charter
to $750,000, an amount set in 1950. Since this is an unrealistically low operating contingency
for a $224.3 million fund, FPDR maintains contingency in its operating fund as well. FPDR has
determined that a contingency level equal to 7% of bureau requirements (expenses less
overhead, fund transfers, and debt payments) is appropriate when risk levels are low. When
unusual risk factors exist a higher level may be advisable. In past years, FPDR has set
contingency as high as 10% because of uncertainties surrounding class action lawsuits and labor
contracts. Given that all bargaining agreements have been settled and currently outstanding
legal matters are routine and/or carry limited financial liability, contingency has been set at 7%
for FY 2018-19 and the outyears of the forecast. This comes to $10.8 million in FY 2018-19,
growing to $14.2 million by FY 2022-23.
In addition to considering contingency as a percent of total expenditures, it is common to
consider contingency from an “expense run rate” perspective. FPDR’s FY 2018-19 contingency
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of $10.8 million would not pay for even one month of FPDR’s expenses. However, FPDR does
not use contingency to manage cash shortfalls – this is handled through tax anticipation notes,
as discussed more below – but rather as a backstop for unanticipated one-time expenses
and/or mid-year cost increases not foreseen at the time the budget was adopted. From this
vantage point, FPDR management believes $10.8 million is adequate.
Fund balance is simply contingency that was not needed in the prior year, plus any excess funds
generated by under-spending or over-collection of revenue in the prior year. Beginning fund
balance for FY 2018-19 is projected to be $12.2 million, up from the $9.8 million estimated a
year ago. The higher fund balance is mostly attributable to the fact that fewer members retired
in September 2017 (a 27 pay date period) than FPDR expected, which will result in about $1.5
million less in FPDR 2 retirement expenses than originally planned. In addition, short-term
disability costs – always hard to predict – have been less than usual in FY 2017-18 and are
expected to wind up about $0.5 million under budget. Retroactive payments associated with
the new PFFA contract will reduce fund balance by $550,000, but this payment was foreseen
last year and built into the earlier forecast.
The table below shows actual beginning fund balance and contingency for FY 2016-17 and FY
2017-18 and projected fund balance and budgeted contingency over the five-year forecast
period. In future years fund balance and contingency are very closely aligned, as fund balance is
the primary source of funds for contingency. The decline in fund balance between FY 2016-17
and FY 2017-18 discussed in last year’s forecast is also apparent, when balance was spent to
settle a return to work lawsuit, to cover higher pension COLAs resulting from the Moro v. State
of Oregon decision, and to fund benefit increases precipitated by the 27 pay date change and
higher Police wages. The FY 2017-18 budget was designed to partially restore fund balance
(reflected in the FY 2017-18 ending fund balance, which is also the FY 2018-19 beginning fund
balance), although less fund balance is needed now that contingency requirements have been
reduced to routine levels.
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$ Millions
$16
$14
$12
$10
$8
$6
$4
$2
$0

FYE17
Actuals

FYE18
Projection

FYE19
Budget

FYE20
Forecast

Beginning Fund Balance

FYE21
Forecast

FYE22
Forecast

FYE23
Forecast

Contingency

Tax Anticipation Notes
As discussed above, FPDR issues TANs each year to cover cash flow needs until property tax
revenues are received in mid-November. Alternatively, FPDR could increase the tax levy to build
a large enough fund balance to cover this cash flow requirement, as the City General Fund has.
However, the interest rate spread between TAN interest charges and returns on the City
Treasury pool – where FPDR’s fund balance is deposited – has been positive for many years,
which means FPDR makes a modest profit (within federal arbitrage limits) by issuing TANs, even
after considering debt issuance expenses. However, in a change from past practice, the City
stopped investing in corporate debt in the spring 2017, a response to calls for socially
responsible investing. This will undoubtedly hinder the City’s ability to maximize earnings for
funds on deposit in the City Treasury pool. While the effects will not be immediate – it will take
some time for the City to divest itself of the corporate debt it holds currently – FPDR will
continue to monitor the rates offered by the City. If FPDR can no longer earn more in the City
Treasury pool than it pays in TAN interest, FPDR will explore alternative options.

Interest on Treasury
Pool
Interest on TANs
Interest Rate Spread

FYE17
FYE18
Actuals Projection
1.06%
1.28%
0.65%
0.41%

0.88%
0.40%

FYE23
FYE19
FYE20
FYE21
FYE22
Budget Forecast Forecast Forecast Forecast
1.65%
2.00%
2.00%
2.00%
2.00%
1.25%
0.40%

1.60%
0.40%

1.60%
0.40%

1.60%
0.40%

1.60%
0.40%

TANs are budgeted as 4.5 months of requirements (July 1 – November 15) less beginning fund
balance. This conservative approach ensures there is sufficient budget authority to borrow an
adequate amount. (TANs are issued in July or August, before the first opportunity to revise the
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adopted budget in the fall.) The TAN budget grows as total fund requirements grow. The sizing
of the actual TAN issue is based on a detailed cash flow analysis completed just before issuance.

Forecast Impact on Tax Rate
As discussed above, FPDR’s tax levy is capped at $2.80 per $1,000 of RMV by City Charter. For
FY 2017-18, the FPDR RMV tax rate was $1.13. It is forecast to decrease to $1.10 for FY 2018-19,
and then slowly grow to $1.22 by FY 2022-23. These rates are about 15% lower than the rates
forecast last year, entirely because of increases in RMV. RMV increases have been so ample
that FPDR’s RMV tax rate has declined in each of the last four years, despite growing expenses.
RMV grew by 13.8% in FY 2017-18, which is all the more remarkable when one considers it was
the fourth straight year with annual growth in excess of 10%. The City Economist expects
additional increases of 7.5% in FY 2018-19 and 5.0% in FY 2019-20, before dropping to 4.5%
annual growth in the final years of the forecast period. If RMV instead grew by 10% in FY 201819, FPDR’s effective RMV tax rate would drop to $1.07; alternatively, if RMV grew only 4.8%
next year, the effective RMV tax rate would remain at $1.13. In addition, the City Economist
expects compression and discounts/delinquencies to ease over the forecast period, dropping
from 4.8% and 4.4% respectively to 4.0% for compression and 4.3% for discounts and
delinquencies by FY 2022-23. The table below details FPDR’s tax assumptions over the forecast
period.

$ Millions
RMV Growth
AV Growth
Compression
Discounts/Delinquencies
RMV Total
AV Total

FYE18
13.8%
4.8%
-4.8%
-4.4%
$137,483
$58,579

FYE19
7.5%
3.8%
-4.2%
-4.3%
$147,794
$60,805

FYE20
5.0%
3.5%
-4.0%
-4.3%
$155,184
$62,934

FYE21
4.5%
3.2%
-4.0%
-4.3%
$162,167
$64,947

FYE22
4.5%
3.0%
-4.0%
-4.3%
$169,464
$66,896

FYE23
4.5%
3.0%
-4.0%
-4.3%
$177,090
$68,903

Current Year Taxes Required
Discounts/Delinquencies
Taxes Imposed
Compression Loss
Taxes Extended

$141,569
$6,515
$148,084
$7,388
$155,472

$149,170
$6,765
$155,935
$6,836
$162,772

$163,760
$7,348
$171,108
$7,129
$178,237

$174,343
$7,763
$182,106
$7,588
$189,694

$188,097
$8,386
$196,483
$8,187
$204,670

$198,746
$8,958
$207,704
$8,654
$216,358

$2.65
$1.13

$2.68
$1.10

$2.83
$1.15

$2.92
$1.17

$3.06
$1.21

$3.14
$1.22

AV Tax Rate
Effective RMV Tax Rate

Since the adequacy of the tax levy is the single most important measure of FPDR’s financial
health, FPDR contracts with an independent actuarial firm to prepare biannual analyses of the
levy’s adequacy, in concert with the plan’s biannual valuation. The most recent analysis was
reported with the last forecast and completed with data as of June 30, 2016. That analysis
calculated a 2.6% probability that the $2.80 limit will be reached before FY 2035-36. Since the
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analysis now extends through FPDR’s peak expense years in the early 2030s, it is unlikely the
probability will increase in years beyond FY 2035-36. Robust RMV growth since June 30, 2016
may reduce the probability further, although increases in PERS contribution rates in future
years may offset any gains. The chart below shows the FPDR RMV tax levy rate for the last five
years, the forecast levy rate for the next five years, and the rate at both the median (50th
percentile) and “worst case” (5th percentile) in the analysis prepared by the actuaries for the 13
years after that, through FY 2035-36.

FPDR Tax Levy: Measure 5 Real Market Value Rate
$3.00

Rate per $1,000 Value

$2.75
$2.50
$2.25
$2.00
$1.75
$1.50
$1.25
$1.00

$2.34 $2.37
$2.26
$2.32 $2.38 $2.27
$2.07
$2.22
$1.95
$1.82
$2.03
$1.91
$1.62
$1.75
$1.31 $1.37 $1.36 $1.33
$1.30
$1.48
$1.21
$1.21 $1.25 $1.28
$1.15
$1.13
$1.31 $1.37 $1.35 $1.30
$1.30
$1.26
$1.17 $1.22
$1.14
$1.10

$0.75

Actual
Projected at 50th Percentile

Fiscal Year

City Economist Forecast
Projected at 5th Percentile

Taxpayers make actual property tax payments based on Assessed Value (AV). The City
Economist expects AV to increase annually by 3.0% to 3.8% over the forecast period, for total
growth of 17.6% through FY 2022-23. The FPDR AV rate is forecast to increase 1.0%, from $2.65
per $1,000 of AV in FY 2017-18 to $2.68 in FY 2018-19. The AV rate is expected to grow to $3.14
by FY 2022-23, an increase of 18.3% over the five-year period. A property owner with a home
assessed at $155,582 (roughly the median AV for residential property) would see an increase of
$28 in their FPDR property taxes in FY 2018-19, and an increase of $165 over the entire forecast
period.
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Major Assumptions

Inflation Assumptions

Wages
Medical
PERS Contribution Rates
Tier 1 & Tier 2*
OPSRP General*
OPSRP Public Safety*
External Materials & Services
Internal Mateirals & Services

FYE19
3.8%
4.0%

FYE20
2.9%
4.0%

FYE21
2.9%
4.0%

FYE22
2.8%
4.0%

FYE23
2.7%
4.0%

23.62%
16.69%
24.46%
3.0%
3.3%

28.76%
22.25%
29.98%
3.6%
3.4%

28.76%
22.25%
29.98%
3.3%
3.2%

34.00%
28.00%
35.00%
2.8%
2.8%

34.00%
28.00%
35.00%
2.5%
2.6%

*Includes 9% Individual Account Program "pick up" for OPSRP Public Safey and 6% for Tier I/II/OPSRP General

Other Assumptions
FPDR 2 Service Retirements
Deaths, Members & Beneficiaries
Pension COLAs
FPDR 1, Fire
FPDR 1, Police
FPDR 2, Average Among Members
Percent of Sworn Workforce, FPDR 3
Bureau Hiring Projections
Fire Bureau
Police Bureau
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FYE19
50
64

FYE20
50
64

FYE21
52
63

FYE22
51
61

FYE23
54
61

4.84%
6.91%
1.98%
46.8%

2.90%
5.99%
1.97%
50.4%

2.90%
2.90%
1.97%
54.1%

2.80%
2.80%
1.96%
57.5%

2.70%
2.70%
1.95%
60.2%

24
50

24
25

24
55

24
55

24
55
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BUREAU/OFFICE/DEPARTMENT: Bureau of Fire and Police Disability and Retirement
SECTION ONE: BASE BUDGET
Bureaus should consider the following questions in developing their base budgets. These
questions should clarify how resources could be reallocated within the base budget in order to
achieve more equitable outcomes. These questions are most effectively considered in the early
stages of budget development when bureau leadership is considering priorities and potential
realignments. Please contact your Equity Advisor or City Budget Office analyst for ideas on how
to specifically incorporate these questions into your bureaus budget development process.
1. In what areas did you consider the impacts on underserved communities in the
development of your base budget?”
We considered the impact on underserved communities in developing our budget for
personnel services, education and training, and travel. Our base budget supports
employee participation in the following diversity trainings and multicultural events:
monthly Equity Committee and Assessment Team meetings, annual staff diversity
training/retreat, monthly diversity book club meetings, staff brown bag sessions,
multicultural potluck, the Northwest Diversity Conference and other off-site training
opportunities.
2. In what ways have your base budget been realigned and in what ways will these
realignments impact communities of color?
FPDR’s base budget has not been realigned for FY 2018-19.
3. Are there specific realignments in your base budget that would advance or inhibit your
achievement of equity goals outlined in your bureau’s Racial Equity Plan?
FPDR’s base budget does not include realignments for FY 2018-19.
4. What funding have you allocated for translation, interpretation and ADA (American’s
with Disability Act) accommodation including ASL (American Sign Language)
interpretation and video captioning? What are the impacts of these allocations?
FPDR’s budget includes funds to provide special materials, services and assistance to
disabled FPDR members, employees, and citizens interested in FPDR. Most of these
items have minimal budget impact. FPDR Board meetings are closed captioned; the
budget includes approximately $1,000 for this service. FPDR does not budget for
translation and interpretation services, although FPDR would hire these services and/or
use the City’s interpretation service if the need arose.

5. Are there deficiencies in the ongoing funding of your base budget that inhibit your
bureau’s achievement of equity or the goals outlined in your Racial Equity Plan?
No.
6. Identify impacts on workforce demographics in the development of the base budget and
relevant decision packages.
No workforce changes are contemplated in the FY 2018-19 budget; no new or eliminated
positions, reclassifications, new hiring, or retirements are budgeted. Therefore, the budget
should not have an impact on FPDR’s workforce demographics. FPDR’s current
workforce is 88% female and 29% nonwhite.
FPDR has included, in its bureau equity plan, outreach to minority communities in each
open recruitment. As a result, the bureau has successfully hired and retained personnel
with diverse and protected class backgrounds. In addition, the bureau has recently revised
employee performance evaluation to include participation in equity activities and/or
training to encourage employee participation.
To help you answer this question, the following link to the City of Portland’s workforce
demographic dashboard is provided.
https://www.portlandoregon.gov/oehr/article/595121

Section Two: EQUITABLE ENGAGEMENT AND ACCESS (Racial Equity Goal #2)
This section is intended to assess the community engagement in the budget process and
whether there was equitable representation and input. Bureaus should consider these
questions as they plan for the budget advisory committees and specifically identify how their
BAC will use the tool. If needing assistance in incorporating the Budget Equity Tool into the
bureau’s Budget Advisory Committee process, please contact your OEHR Equity Support
staff member and/or your City Budget Office analyst.
1. How has community engaged with your requested budget, including this tool?
The five-member FPDR Board of Trustees includes two citizen trustees who are
appointed by the Mayor and approved by the City Council. The Board has the legal
authority to adopt FPDR’s budget. FPDR’s requested budget is posted a week before the
meeting at which the Board adopts the budget, and unlimited public testimony is
accepted at that meeting.
2. How does this budget build the bureau’s capacity to engage with and include
communities most impacted by inequities? (e.g., improved leadership opportunities,
advisory committees, commissions, targeted community meetings, stakeholder groups,
increased outreach, etc.)
Not applicable, as FPDR’s only customers are Fire and Police employees or retirees and
their beneficiaries. FPDR does not directly serve the public.
3. How does this budget build community capacity and power in communities most impacted
by inequities? (e.g., improved leadership opportunities within BAC, community meetings,
stakeholder groups, increased outreach, etc.)
Not applicable, as FPDR’s only customers are Fire and Police employees or retirees and
their beneficiaries. FPDR does not directly serve the public.

Identifying Impacts Worksheet
Once you have identified the populations/communities impacted by both base budget
decisions and decision packages with notable impacts on specific populations, use the
following chart to name the potential burdens and benefits.
Populations Impacted

Potential Positive Impacts

N/A – No realignments or
decision packages with
notable impacts on
particular populations

Stacy Jones, FPDR Financial Manager
____________________________________
Name of Staff Contact
Sam Hutchison
Name of Bureau Director
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January 29, 2018
Date

Potential Negative
Impacts

