City of Portland Bureau of Fire and Police Disability and Retirement
Agenda for Regular Meeting — Board of Trustees
City Council Chambers — City Hall
1221 SW Fourth Avenue, 2" Floor, Portland, Oregon 97204
Tuesday, May 23, 2017 - 1:00 p.m.

ADMINISTRATION

The following consent item(s) are considered to be routine and will be acted upon by the Board in one motion, without
discussion, unless a Board member, staff member or the public requests an item be held for discussion.

1  Approval of Minutes — March 21, 2017 Meeting

INTRODUCTION OF VISITORS
PUBLIC COMMENT PERIOD

A sign up sheet for members of the public wishing to make public comments will be available at the meeting. The public
comment period will not exceed 30 minutes. Therefore, the Board may limit individual comments to three minutes per person. In
addition, a sign up sheet will be available prior to the meeting to allow public members the opportunity to sign up for an agenda
item which they wish to provide comment on. When discussion on a specific agenda item is to begin, the public member will be
allowed three minutes to provide comments, unless additional time is allowed by the Board.

ACTION ITEMS

1 Resolution No. 516 — State of Oregon, Office of Administrative Hearings/Employment Department
(OAH) Intergovernmental Agreement
o Issue: OAH agreement will expire on June 30, 2017. OAH has the expertise to conduct
hearings on disputed disability/pension claims and appellate reviews pursuant to the Charter.
o Expected Outcome: Board adopts resolution authorizing FPDR Director to enter into a four-
year agreement with OAH.
2 Resolution No. 517 — Tax Anticipation Notes (TANS)
o lIssue: Each year, FPDR issues TANs to maintain a positive cash balance until the receipt of
November property tax revenues.
o Expected Outcome: Board authorizes TANs sale.

INFORMATION ITEMS
The following information items do not require action by the Board and are solely for informational purposes unless a Board
member, staff member or the public requests an item be held for discussion.

1 Legislative Updates
2 FPDR Updates
3 Future Meeting Agenda Items

4 FPDR Summary of Expenditures

Copies of materials supplied to the Board before the meeting, except confidential items and those referred to Executive Session, are available for
review by the public on the FPDR website at www.portlandoregon.gov/fpdr or at the FPDR offices located at: 1800 SW First Avenue, Suite 450,
Portland, Oregon 97201

NOTE: If you have a disability that requires any special materials services or assistance call (503) 823-6823 at least 48 hours before the
meeting.
#denotes items will be in Executive Session pursuant to ORS 192.660(2)(h) and not open to the public
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Minutes - Summary

[[THE FOLLOWING SUMMARIZED MINUTES WERE CONDUCTED IN PUBLIC SESSION. THERE WAS
NO PORTION OF THE MINUTES THAT WERE IN EXECUTIVE SESSION.]

A regular meeting of the Board of Trustees of the Fire and Police Disability and
Retirement Fund was called to order on the 21 day of March, 2017 at 1:30 p.m.

Board Members Present Included:

Chairperson Jennifer Cooperman (Mayor’s Designee)
Citizen Trustee Justin Delaney

Police Trustee Brian Hunzeker

Fire Trustee Jason Lehman

Citizen Trustee Catherine MacLeod

Board Members Absent Were:
None
Also Present Were:

Samuel Hutchison, FPDR Director
Kimberly Mitchell, FPDR Claims Manager
Stacy Jones, FPDR Finance Manager
Franco Lucchin, Deputy City Attorney
Lorne Dauenhauer, FPDR Outside Legal Counsel
Crystal Viuhkola, FPDR Police Liaison
Hank Kaplan, Attorney

Nelson Hall, Attorney

Alan Fershweiler, President, PFFA

Isaac McLennon, PFFA

Ty Walthers, Retired Fire Member

Del Stevens, Retired Fire Member

Dave Short, Retired Fire Member

Joe Gymkowski, Retired Fire Member
Anil Karia, Attorney

Larry Fellows, Fire Liaison

Jennifer Cooperman called the meeting to order. Trustee Cooperman is the City Treasurer
and also the Mayoral designee to chair the FPDR Board meetings in the Mayor’s
absence. Chairperson Cooperman then asked for a motion to approve the minutes if there
were no corrections or objections.

Trustee Delaney made a motion that was seconded by Trustee MaclLeod and
unanimously passed to approve the minutes of the January 24, 2017 Board meeting.
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Aye Chairperson Cooperman, Trustee Delaney, Trustee Hunzeker, Trustee
Lehman, Trustee MacLeod

Nay None

Abstain None

Absent None

Introduction of visitors in attendance at the meeting was then made. There were no
general public comments.

Action Item No. 1 — Resolution No. 515

FPDR Finance Manager Stacy Jones explained that the FPDR has a contract with
Milliman, Inc. to provide biannual plan valuations and tax levy adequacy analyses,
annual accounting schedules, plan experience studies, domestic relations order
calculations, and other general actuarial consultation and advisory services. Stacy
explained that Milliman, Inc. was awarded the contract through the City’s RFP process in
2013. Stacy explained that the contract was for a four-year period that will be expiring
on March 31, 2017 and that Resolution No. 515 would extend the contract for another
four years and would increase compensation for an additional $325,000. Stacy also stated
that Milliman has been timely, has adapted to changing schedules, has developed a
particular expertise with the FPDR tax system, are also PERS’ actuary, and have an
outstanding working relationship with FPDR’s partners (external financial auditors, City
staff at OMF). Stacy added that the only substantive change in terms of the work scope
was for Milliman to submit the GASB schedules in a two-week turn around instead of a
one-month turnaround. Stacy also thanked Trustee MacLeod who helped evaluate the
contract amendment.

Trustee Delaney made a motion which was seconded by Trustee Hunzeker and
unanimously passed to approve Resolution No. 515.

Aye Trustee Cooperman, Trustee Delaney, Trustee Hunzeker, Trustee
Lehman and Trustee MacLeod

Nay None

Abstain None

Absent None

Action Item No. 2 — Annual Adjustment Review

Stacy explained that the purpose of a COLA is to prevent or limit the erosion of
purchasing power and that a dollar today is not the same as 30 years ago. Stacy explained
that FPDR has two kinds of retirees: FPDR One’s and FPDR Two’s. FPDR One’s are
those members mostly retired by the middle of 1991, they are an older group and their
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COLA is explicitly defined in City Charter. Stacy explained that there was no decision
for the Board to make with regards to FPDR One COLAs as they get the percentage
increase that is in step with the percentage increase in wages that an active duty
firefighter or police officer would receive. Therefore, on July 1, 2017 FPDR One Police
will receive a 5.2% increase as a result of a 3 percent raise in the new PPA contract, plus
the July 1, 2017 COLA of 2.2 percent. Stacy explained that the increase for FPDR One
Fire is yet unknown as PFFA has been operating without a contract since June 30, 2016.

With respect to FPDR Two members, Stacy stated that FPDR Two members were mostly
retired since 1991. Stacy explained that the Board has broad discretion over the timing
and amount of the FPDR Two benefit adjustment, with the exception that it cannot
exceed the PERS COLA rate. Stacy went over the history of FPDR Two COLA and
explained that the FPDR Board has, for the most part, followed the PERS methodology.
However, in July 2016, PERS came up with a new method, and the FPDR Board decided
to apply a modified PERS method instead.

Stacy then went over the modified PERS method and stated that it was also the staff
recommendation. Stacy added that the modified PERS method was consistent with last
year, maintains a connection to the PERS method and avoids a COLA that declines each
year for individuals who retired post-2013.

Public Comment:
Joe Gymkowski addressed the Board and questioned if FPDR has a modified COLA plan
that is different than PERS, would that make FPDR subject to an ETOB test.

Director Hutchison responded that FPDR staff has spoken with PERS to understand their
system and as far as ETOB is concerned, if FPDR goes lower than PERS, that may
prompt an ETOB test. However, the modified PERS methodology is more generous than
PERS so it would not trigger an ETOB test. Joe Gymkowski also had a question about
Resolution No. 510 that was adopted at a prior meeting regarding Tax Anticipation Notes
(TANs). Joe Gymkowski stated that the resolution stated that it borrows from the
General Fund to pay the bond off. Stacy explained the TANs process, why they use it
and that the General Fund is never involved in repaying those notes back.

Attorney Hank Kaplan appeared on behalf of the PFFA and just wanted to underscore
one of the things Stacy said which is that there is value in adopting a stable approach.
Attorney Kaplan added that the actions of the Board have been the subject of litigation
outside their forum and to the extent the Board can take the attitude of adopting a stable
approach, it will help alleviate some of those issues. Attorney Kaplan also humorously
noted that the Milliman contract cap is 2 percent per year, so obviously the FPDR has
difficultly living within a constraint less than 2 percent and the fact that retirees have to
deal with the same cost of living increases that the FPDR does in obtaining its services.
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Chairperson Cooperman stated there is value in stability not only for members but for the
plan itself and appreciated Stacy’s presentation going over reference points for the plan
and the levy rate.

Trustee MacLeod agreed that COLA is a very valuable benefit and also a very expensive
benefit and acknowledged that needs to be taken into account. However, Trustee
MacLeod stated the PERS $60,000 threshold doesn’t make sense and felt like a back door
way of insidiously lowering COLA without actually saying you’re lowering it. Trustee
MacLeod added that the fact that the modified PERS method is more stable, the new
PERS method is more complex and Tier Two members don’t really have a meaningful
defined contribution type of account balance that can help them weather inflation
increases, all go to the fact that 1.25 COLA across the board for post-2013 service does
not seem extreme in any means and seems like it was meant to be built into the benefit
from the get go and should be supported.

Trustee Lehman felt that modified PERS is a good thing but stated that moving forward
COLA benefits are going to be reduced and asked that they keep an eye on it and if there
is a way to protect or enhance buying power for members, they should look at it.

Trustee Delaney made a motion which was seconded by Trustee Lehman and
unanimously passed to apply the modified PERS COLA formula for the next 12-month
period effective July 1.

Aye Chairperson Cooperman, Trustee Delaney, Trustee Hunzeker, Trustee
Lehman and Trustee MacLeod

Nay None

Abstain None

Absent None

The Board thanked Stacy for her presentation before moving on to the next agenda item.

Information Item No. 1 — FPDR Updates

Director Hutchison provided an update on the FPDR member portal and stated that it was
formally rolled out 2 weeks ago and 290 people have already signed up to use the portal.
With the portal members can log in and see information about benefits, make changes
and also look at biographical and demographical information.

Director Hutchison also provided an update on the legislative agenda and went over the
type of bills that are monitored:
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Workers compensation. Sometimes workers’ compensation bills apply to FPDR.
In addition, Director Hutchison looks at trends in workers’ compensation.
Retirement benefits. Looking at bills that may be directed at PERS and anything
that would impact FPDR 1 or 2 plans. Director Hutchison also went over the tax
offset benefit.

PERS (OPSRP) bills. FPDR pays OPSRP contributions to the City so FPDR is
watching bills relating to OPSRP. Director Hutchison explained a bill regarding
workers’ compensation service credit for OPSRP members.

FPDR funding. Director Hutchison stated there are a couple of bills that could
have significant impact on FPDR. One bill is about prefunding of retirement
benefits outside of PERS and the other relates to property tax reform.

First, the legislature has proposed a constitutional amendment that would require
property taxes to be levied on a properties real market value. This increase in the
property tax base would be offset by a homestead exemption. FPDR has three
concerns with this bill. First, the bill provides a cap on the tax levy rate but the
bill is not clear on what FPDR’s cap would be. It could be the maximum rate of
$2.80 defined in the City Charter or $1.19, the rate used by FPDR this year. This
needs to be clarified in the bill.

Second, the homestead exemption amount is to be set by statute, not be the
constitution. If the exemption is too high, the tax base could be reduced to such a
degree that compression becomes a significant issue that the FPDR may not be
able to levy sufficient funds to pay benefits.

Third, the Randy Leonard provision. Director Hutchison explained that Randy
Leonard helped write Measure 50 and had a provision added to that measure that
separates FPDR and the City as two tax entities. Director Hutchison stated that it
looks as if that provision has been thrown out in a proposed bill and if passes,
would lump FPDR with the City as a single tax entity.

Director Hutchison stated that he would provide an update on the bills at the May board
meeting. Trustee Delaney asked that the Board be provided any letters sent regarding
pending legislation and also be kept updated on PERS legislation, particularly for OPSRP
members.

Information ltem No. 2 — Future Meeting Agenda ltems

Director Hutchison stated that approval of Tax Anticipation Notes and legislative update
will be items on the May meeting agenda.

Information Item No. 3 — FPDR Summary of Expenditures
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There was no discussion on this Information Item.

There being no further business, the meeting was adjourned at 3:07 p.m.

Samuel Hutchison
Director

Tkk



RESOLUTION NO. 516

WHEREAS, the Charter requires that the Bureau of Fire and Police Disability and Retirement
(FPDR) retain independent hearings officers to conduct hearings and appellate reviews on its
contested claims; and

WHEREAS, the FPDR and the State of Oregon, Office of Administrative
Hearings/Employment Department (OAH) have had Intergovernmental Agreements, from January
2007 to present, for OAH to conduct hearings and appellate reviews; and

WHEREAS, the Intergovernmental Agreement with OAH will terminate on June 30, 2017;
and

WHEREAS, there are no other entities with the expertise of the OAH to conduct the FPDR’s
hearings; and

WHEREAS, the OAH has agreed to conduct the FPDR’s contested hearings and appellate
reviews; and

WHEREAS, a draft copy of an Intergovernmental Agreement between FPDR and OAH is
attached hereto as Exhibit “A” and by this reference made a part hereof; and

WHEREAS, funds for the Intergovernmental Agreement are available within the FPDR
budget; and

NOW, THEREFORE, BE IT RESOLVED by the Board of Trustees of the FPDR, that the
FPDR Director be and hereby is authorized to execute and administer an Intergovernmental
Agreement substantially in conformance with the agreement which is attached hereto as Exhibit “A”
on behalf of FPDR for OAH to conduct hearings and appellate reviews on contested pension and
disability claims in an amount not to exceed $400,000 for a four-year period beginning July 1, 2017.

BE IT FURTHER RESOLVED by the Board of Trustees of the FPDR that the FPDR
Director is hereby authorized to pay for the Intergovernmental Agreement from the FPDR budget.

ADOPTED by the Board of Trustees on the 23rd day of May, 2017.

Samuel Hutchison
Director

fund\resolut\516



RESOLUTION NO. 517

WHEREAS, nearly all of the revenues required to fund the benefit and
administrative expenses of the Fire and Police Disability and Retirement (FPDR) Fund
derive from the FPDR property tax levy; and

WHEREAS, there will be insufficient cash balance in the FPDR Fund and FPDR
Reserve Fund to discharge benefit and administrative expenses between August 1, 2017
and November 30, 2017, when the majority of property tax revenues will be received; and

WHEREAS, pursuant to Section 5-202(e) of Chapter 5 of the Charter of the City of
Portland, the Board of Trustees is empowered to purchase bonds; and

WHEREAS, the Debt Management Division of the Bureau of Revenue and
Financial Services of the City of Portland has the expertise and authority to issue bonds on
behalf of City bureaus, including the FPDR,;

NOW, THEREFORE, BE IT RESOLVED that the FPDR is authorized to issue tax
anticipation notes, by and through the City of Portland’s Debt Management Division, in an
amount not to exceed $44,312,000 and to be repaid prior to June 30, 2018, in order to meet
the obligations of the FPDR Board of Trustees.

ADOPTED by the Board of Trustees at its regular meeting on May 23, 2017.

Samuel Hutchison
Director

fund\resolut\517
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FPDR 1 & 2 Pension Benefits FPDR 3 Pension Contributions Disability & Death Benefits Everything Else

FY 2016-17 Budget to Actual YTD by Month

Amount$ Month
Mid Level Classification Detail Classification Current Bud. C September October November December January February March
Revenues Beginning fund balance -$12,588,094 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Taxes -$128,071,818 $832,161 -$358,103  -$335,849 -$268,331 -$50,830,616 -$66,009,384 -$1,434,753  -$757,512 -$3,404,942 -$1,975,814 -$124,543,141
Bond and note proceeds -$34,476,000 -$29,129,050 $0 $0 $0 $0 $0 $0 $0 $0 $0 -$29,129,050
Miscellaneous Sources -$443,200 $25,463 -$60,242 -$50,723  -$43,889 -$24,078 -$89,952 -$90,794 -$74,571 -$87,580 -$69,512 -$565,877
Interfund Cash Transfer Revenues -$750,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Interagency Revenues -$905,200 -$600 -$600 -$600 -$236,409 -$600 -$600  -$299,492 $0  -$293,168 $0 -$832,069
Revenues Total -$177,234,312 -$28,272,026 -$418,945  -$387,172 -$548,629 -$50,855,293 -$66,099,935 -$1,825,038  -$832,083 -$3,785,690 -$2,045,326 -$155,070,137
Personnel Personnel $2,086,912 $160,699 $174,578 $149,978 $163,816 $170,745 $170,176 $175,781 $147,220 $149,928 $162,859 $1,625,780
Personnel Total $2,086,912 $160,699 $174,578 $149,978 $163,816 $170,745 $170,176 $175,781 $147,220 $149,928 $162,859 $1,625,780
Exernal Materials & Services Other External Materials & Services $663,900 $23,415 $44,037 $47,495 $55,182 $42,464 $40,136 $49,701 $41,471 $113,210 $51,326 $508,438
FPDR 1 & 2 Pension Benefits $112,996,636 $18,242  $9,325,079 $18,610,527 $29,193  $9,566,484  $9,555,222 $9,524,503 $9,508,207 $18,992,450 $42,741  $85,172,647
Disability & Death Benefits $6,651,700 $72,147 $421,842 $448,008  $353,402 $681,923 $558,311 $461,134 $584,515 $612,745 $405,822 $4,599,848
Exernal Materials & Services Total $120,312,236 $113,804 $9,790,958 $19,106,030 $437,778 $10,290,871 $10,153,669 $10,035,338 $10,134,192 $19,718,405 $499,888  $90,280,934
Internal Materials &Services Other Internal Materials & Services $673,988 $39,622 $39,038 $45,834 $44,874 $55,992 $46,478 $40,510 $57,281 $49,508 $39,756 $458,894
FPDR 3 Pension Contributions $10,100,000 $0 $0 $0 $1,106,666 $1,206,661 $0 $1,304,203 $1,217,427 $1,086,122 $0 $5,921,078
Return to Work/Light Duty $388,000 $0 $0 $0 $64,020 $34,382 $0 $121,155 $31,843 $100,342 $0 $351,742
Internal Materials &Services Total $11,161,988 $39,622 $39,038 $45,834 $1,215,560 $1,297,035 $46,478 $1,465,867 $1,306,551 $1,235,971 $39,756 $6,731,713
Capital Outlay Capital Outlay $46,000 $0 $0 $20,615 $0 $19,000 $6,890 $6,435 $390 $1,430 $0 $54,760
Capital Outlay Total $46,000 $0 $0 $20,615 $0 $19,000 $6,890 $6,435 $390 $1,430 $0 $54,760
Fund Level Expenses Contingency $7,668,111 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Debt Retirement $34,899,037 $3,894 $14,060 $6,666 $57 $6,861 $72 $100 $90 $92 $102 $31,995
Interfund Cash Transfer Expenses $1,060,028 $730 $730 $730 $49,042 $12,808 $12,808 $12,790 $12,805 $12,805 $12,805 $128,053
Fund Level Expenses Total $43,627,176 $4,624 $14,790 $7,396 $49,099 $19,669 $12,880 $12,890 $12,895 $12,897 $12,907 $160,048

TOTAL EXPENSES FOR THE MONTH $318,749 $10,019,365 $19,329,853 $1,866,252 $11,797,320 $10,390,093 $11,696,312 $11,601,249 $21,118,631 $715,411  $98,853,235
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