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, 2nd Floor, Portland, Oregon 97204
Tuesday, January 23, 2018 – 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 Presentation to Citizen Trustee Justin Delaney for his service on the Board of Trustees;
Introduction of New Citizen Trustee Elizabeth Fouts
2 Approval of Minutes – November 28, 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. I n
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 Adopt 2018-2019 Budget
o Issue: Review FY 2018-2019 Recommended Budget and Five-Year Forecast for FYE 20192023
o Expected Outcome: Board passes motion to adopt Recommended Budget as FPDR
Requested Budget

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 Review of Public Records and Record Retention for Board of Trustees
2 FPDR Summary of Expenditures
3 FPDR Updates
4 Future Meeting Agenda Items
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: The City of Portland complies with all non-discrimination, Civil Rights laws including Civil Rights Title VI and ADA Title II. To request
translation, interpretation, accommodation, modifications, or additional information call (503) 823-6823, or use City TTY (503) 823-6868, or
Oregon Relay Service: 711, 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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A regular meeting of the Board of Trustees of the Fire and Police Disability and
Retirement Fund was called to order on the 28th day of November 2017 at 1:00 p.m.
Board Members Present Included:
Jennifer Cooperman, Chairperson
Brian Hunzeker, Police Trustee
Jason Lehman, Fire Trustee
Board Members Absent Were:
Justin Delaney, Citizen Trustee
Catherine MacLeod, Citizen Trustee
Also Present Were:
Samuel Hutchison, FPDR Director
Kimberly Mitchell, FPDR Claims Manager
Stacy Jones, FPDR Finance Manager
Franco Lucchin, Senior Deputy City Attorney
Nelson Hall, Attorney for PPCOA and PFFA
Alan Ferschweiler, President PFFA
Frank Del Carlo, FPDR Fire Liaison
Del Stevens, Retired Fire Member
Joe Gymkowski, Retired Fire Member
Henry Groepper, Retired Police Member

Trustee Cooperman called the meeting to order and asked for a motion to approve the
minutes.
Trustee Lehman made a motion that was seconded by Trustee Hunzeker and passed to
approve the minutes of the September 26, 2017 Board meeting.
Aye
Nay
Abstain
Absent

Trustee Cooperman, Trustee Hunzeker and Trustee Lehman
None
None
Trustee Delaney, Trustee MacLeod

Introductions of those in attendance at the meeting was then made.

Regular Meeting November 28, 2017 of the Board of Trustees
Fire & Police Disability & Retirement Fund
Page 2 of 5
Minutes - Summary
[[THE FOLLOWING SUMMARIZED MINUTES

PUBLIC SESSION

WERE CONDUCTED IN PUBLIC SESSION. THERE WAS

NO PORTION OF THE MINUTES THAT WERE IN EXECUTIVE SESSION.]

General Public Comments:
There were no public comments.
Action Item No. 1 – Resolution No. 518 – Amend Outside Legal Counsel Contract
Director Hutchison explained that FPDR had retained an outside attorney, Lorne
Dauenhauer, for use in various discussions. Lorne Dauenhauer is with Ogletree, Deakins,
Nash, Smoak & Stewart, is a member of the Society of Actuaries and is also an attorney.
Attorney Dauenhauer provides legal opinions when requested by FPDR and has also been
involved with Charter change issues. Three years ago, the contract was entered into for a
not to exceed amount of $100,000. In three years, the FPDR has spent under $52,000.
Director Hutchison stated that the FPDR would like to extend the contract for an
additional three years and increase the contract amount by $25,000. Director Hutchison
also stated that the funds are spent only at the FPDR’s behest and all costs are reviewed
by both the City Attorney’s office and the FPDR.
Trustee Lehman asked whether there was a process that outside legal counsel is evaluated
by and whether there were others that could bid on the contract. Director Hutchison
explained that if the contract is approved for an additional three years, when that time
expires in 2021, the contract will go out to bid with the City’s RFP process. Director
Hutchison stated that the FPDR has the option, now, to extend the contract for another
three years. Trustee Cooperman clarified that the contract originated from an RFP where
there was a statement of work and a set of criteria. Trustee Lehman asked whether the
contract was readily available for the trustees to view and Director Hutchison replied that
it was.
Public Comment:
PFFA President Alan Ferschweiler addressed the Board and stated that they have seen
Attorney Dauenhauer testify for the City and working against the PFFA and wanted to be
assured that Attorney Dauenhauer’s job with FPDR is just for FPDR issues.
Director Hutchison stated that FPDR pays Attorney Dauenhauer strictly for the FPDR
work. Sr. Deputy City Attorney Franco Lucchin stated that Alan Ferschweiler may be
referring to testimony by Attorney Dauenhauer on a PFFA arbitration as an expert
witness. Trustee Cooperman clarified that the contract with FPDR is just for work with
FPDR and if Attorney Dauenhauer is brought in by the City as an expert, that is not a part
of the FPDR contract. Attorney Lucchin also clarified that Attorney Dauenhauer’s role in
the PFFA arbitration issue would have been as a witness, not as counsel.
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Trustee Hunzeker stated that he did not like gray areas and wondered if moving forward
every RFP be spelled out to state that the contractor is working solely for the FPDR.
Trustee Cooperman did not know that they could do that, particularly if the contractor is
being called as an expert witness by the City in a City matter. What can be assured is that
there is a contract to work solely for FPDR so the money in the contract is only being
paid for work done for FPDR. Any work done for anyone else in the City or any other
part of the City is not paid out of the contract. Trustee Lehman wanted to make sure that
no FPDR funds were used to pay for Attorney Dauenhauer’s testimony as an expert
witness for the City. Director Hutchison reassured Trustee Lehman that no FPDR funds
were used.
Trustee Lehman made a motion which was seconded by Mr. Hunzeker and
unanimously passed to approve Resolution No. 518.
Aye
Nay
Abstain
Absent

Trustee Cooperman, Trustee Hunzeker and Trustee Lehman
None
None
Trustee Delaney and Trustee MacLeod

Action Item No. 2 – Resolution No. 519 – Administrative Rule Amendment – New
Section 5.14
Stacy Jones explained that they were presenting a new administrative rule regarding the
tax remedy benefit and how the FPDR implements the benefit. The Oregon tax remedy
has existed since 1991 in Oregon Revised Statutes and state law and FPDR has been
administering and paying this benefit for decades, but it has never been referenced in
either the Charter or Administrative Rules. Stacy stated that the new rule is not a new
benefit, there are no changes in the FPDR’s current policies or practices, the new set of
rules just memorializes it. Stacy further explained that last fall City Council adopted an
ordinance to amend the Charter to reference this benefit in the Charter. The tax remedy
benefit is a percentage of the pension benefit that is received if you accrued at least some
service in either FPDR or PERS before July 14, 1995. Stacy went on to explain that in
1991 the State of Oregon began taxing municipal pension benefits, before that they had
been tax free, and so to lessen the impact for those who had service prior to 1991 and
who had completed that service on the promise that their future and current pension
benefits would not be subject to Oregon state income tax, they mandated that PERS and
FPDR pay this additional benefit, that either partially or fully offsets the annual tax
liability and ranges from 0 to 9.89 percent.
Trustee Lehman asked about the appeals process and Stacy explained that in the rules
they were trying to mirror as closely as possible the appeal timeline and process for
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pension benefits. Stacy stated that PERS does not provide an appeals process, but FPDR
wishes to do so.
Trustee Hunzeker made a motion which was seconded by Trustee Lehman and
unanimously passed to accept Resolution No. 519.
Aye
Nay
Abstain
Absent

Trustee Cooperman, Trustee Hunzeker and Trustee Lehman
None
None
Trustee Delaney and Trustee MacLeod

Information Item No. 1 – Review of Board Handbook Update
Director Hutchison explained that a topic on public records and public records requests
was added to the board handbook and went over the new information. Director Hutchison
stated that documents produced as a trustee are public record and explained that FPDR is
responsible for retaining records. Trustee Cooperman explained that it is the City that is
driving this issue and wants to revisit this issue at a future board meeting.
Information Item No. 2 – Financial Audit
Stacy Jones explained that the Charter requires FPDR to publish a separate independent
audit report. FPDR received a clean report and the auditor’s found everything to meet
their standards.
Information Item No. 3 – FPDR Updates
Director Hutchison updated the board on: 1) Continuity of Operations Plan (COOP).
FPDR performed an offsite test a few weeks ago which went well and identified what
worked and what needs to improve; and 2) PFFA labor agreement in arbitration. FPDR
will be paying a retroactive adjustment in benefits.
Information Item No. 4 – 2018 Board Meeting
Director Hutchison went over the proposed 2018 Board Meeting Schedule. The March
board meeting is being moved up by one week so it does not clash with spring break.
Trustee Lehman asked about benefit adjustment and whether the recommendation from
staff will be the same thing as in the past with the blended rate? Director Hutchison stated
that most likely they will be looking at the same recommendation and staff will be
looking at how to streamline the process going forward.
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Director Hutchison also stated that the elected trustees’ terms will end on December 31,
2018 and the election process will start in October.
Information Item No. 5 – Future Meeting Agenda Items
There was no discussion on this Information Item.
Information Item No. 6 – FPDR Summary of Expenditures
Stacy Jones stated that everything is as expected with one exception - the FPDR 3
pension contribution is a little lower because Police did not bill FPDR in time. Otherwise,
everything is trending as they predicted in cash flow and budget models.
Trustee Lehman asked whether they can get the materials out to the board and the public
earlier. Trustee Cooperman stated that PERS posts a link to one big pdf a couple of
weeks before their meetings. Director Hutchison stated that FPDR posts a pdf as well and
will discuss with staff about getting it posted earlier.
There being no further business, the meeting was adjourned at 1:59 p.m.

Samuel Hutchison
Director
/kk

FPDR
FY 2018-19
Recommended
Budget
January 23, 2018
FPDR Finance Staff

FY 2018-19 Budgeted Expenses ($ Millions)
Disability &
Death
Benefits,
$7.28 , 4.38%

Administrative
Expenses,
$3.72 , 2.23%

Fund-Level
Expenses, $12.71 ,
7.64%

FPDR 3
Pension
Contributions,
$15.81 ,
9.50%
FPDR 1 &
2 Pension
Benefits,
$126.93 ,
76.25%
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FY 2018-19 Budgeted Resources ($ Millions)
Beginning
Fund
Balance,
$12.11 ,
7.28%

Interagency
Revenues,
$1.53 , 0.92%

Other, $1.65 ,
0.99%

Property
Taxes,
$151.15 ,
90.81%
3

Five-Year Forecast Summary ($ Millions)
FYE17
Actuals

FYE18
Budget

FYE18
FYE19
FYE20
FYE21
FYE22
FYE23
Projection Budget Forecast Forecast Forecast Forecast

FYE18
ProjectFYE23
Change

Resources
Property Taxes
Tax Anticipation
Notes
Miscellaneous
Cash Transfers
Beginning Fund
Balance
Total Resources

$128.20
29.13

1.89
13.63

$144.27
44.31

$143.57 $151.15
36.23
57.70

$165.68
62.50

39.7%
109.2%

$191.85 $224.15 $242.82

$258.53

3.97
0.75
12.42

$200.52
75.80

$200.41

3.53
0.75
11.66

$189.81
71.70

$172.85

3.13
0.75
10.76

$176.09
66.50

$278.65

$294.58

53.5%

$123.50
6.53

$133.92
7.14

$132.80 $142.74
6.65
7.28

$155.09
7.55

$165.57
7.75

$178.94
8.08

$189.54
8.27

42.7%
24.4%

29.68

55.83

76.29

81.13

87.40

92.35

151.4%

40.0%

2.02
0.75
9.06

2.26
9.79

2.43
0.75
12.11

4.13
0.75
13.39

82.7%
N/A
36.8%

Requirements
Retirement Benefits
Disability & Death
Benefits
Administration &
Delivery
Fund-Level
Requirements
Ending Fund Balance

3.35

3.52

3.55

36.74

3.72

70.41

3.90

4.08

4.22

4.42

Total Requirements

9.79
$172.85

$200.41

12.11
$191.85 $224.15 $242.82

$258.53

$278.65

$294.58

Total Net of TANs

$143.48

$155.63

$155.28 $165.61 $179.17

$190.80

$205.63

$217.39

24.5%

N/A
53.5%
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Significant Forecast Factors: Ongoing
Funding Two Generations of Pensions Is Expensive

• Phasing in pre-funded plan (PERS) to replace pay-as-you-go plans
(FPDR One & Two) means funding the pensions of two
generations simultaneously
• Costs will continue to increase until mid 2030s, when transition
peaks: Workforce all FPDR Three; FPDR Two members all retired
• Future taxpayers will benefit from transition to less expensive
prefunded plan; current taxpayers bear costs

But Continued RMV Growth is Keeping Tax Rate Low
• While FPDR costs are growing dramatically, the FPDR RMV tax
rate has actually declined: from $1.55 five years ago to $1.13 now
• Rate expected to remain under $1.25 throughout forecast
• Consequence of substantial RMV growth: 72% last five years
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Significant Forecast Factors: New This Year
Higher PERS Rates in Outyears: $13.0 M Over 5 Years

• Contribution rate for FPDR Three Members remains 24.46% next year
• 30.0% projected for FYE20 & FYE21 (up from 27.5% previously)
• 35.0% projtected for FYE22 & FYE23 (up from 30.0% previously)

Higher Wage COLA for July 2018: $3.6 M Over 5 years
• CPI-W expected to be 3.8% (up from 2.7% previously)
• Since increase is in first year, impact compounded over entire forecast

Higher PFFA Longevity Pay: $1.4 M Over 5 Years

• Retroactive COLAS were anticipated in past forecasts, but longevity pay
increase (1% for roughly 2/3 of workforce) is new this year
• Because increase occurs now, impact compounded over entire forecast
• FPDR impact muted by minimal increase in PERS contribution costs,
because most FPDR 3 members do not yet receive longevity pay
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FPDR 1 & 2
Pension Benefits



$ MILLIONS
$152.61

Growth of 6.1% next year

$146.12

FPDR Two pensions
increasing:

As more members retire
o With higher final pay – even after
accounting for inflation

$140.71
$132.88

o

o

FPDR One pensions are
decreasing

High pension COLAs recently, but
o High death rate (avg age 83.6)
o



$126.93
$119.65
$113.83

Pension budget is generally
based on actuarial
assumptions, except:
o
o

20 “cushion” retirements
Assumes all new retirees have
27 pay date pension calculation
7

FPDR 2 Retirements: History & Projections
FPDR 2 Retirements, Total
Actuals (FYE 04-17), FYE18 Projection & Five-Year Forecast (FYE 19-23)
Includes Service, Disability and Vested Retirements
120

Number of Retirements

100

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
8

FPDR 3 Pension
Contributions




Still less than 10% of total
budget, but will grow by 22%
next year and 183% over five
years
Growth factors:
o

o





$ MILLIONS

Increasing numbers, plus beginning
to spread through ranks
PERS contribution rate increases
and wage increases above inflation

$37.27
$33.13

$25.10
$22.43
$15.98
$13.15
$9.67

40% of workforce is now FPDR
Three, expected to be 60% by
end of forecast

FPDR Budget increasingly
vulnerable to PERS contribution
rate changes

9




Projected to grow almost
10% next year
Medical benefits are
largest component, but
most of next year’s
increase comes from
wage replacement

Largely because of wage
growth
o Partly because of
potential increase in
long-term disability
recipients next year
o



After years of declining,
disability costs must
eventually “bottom out”
and begin to grow with
wage and medical
inflation

Short-Term Disability

Medical Payments & Voc Rehab
Funeral Benefits

Long-Term Disability

Return to Work Subsidies

$4.0
$3.5
$3.0
$2.5

$ Millions

Disability &
Death Benefits

$2.0
$1.5
$1.0
$0.5
$0.0

10

Administrative
Costs




Goal is to keep administrative
costs under 3% of budget
$3.7 M for FY 2018-19,
4.7% higher than FY 2017-18
Components:
o

o

o

o

ADMINISTRATIVE COST
AS PERCENT OF TOTAL
BUDGET
2.20%
1.80%
1.57%

1.61%

1.56% 1.63%

1.41%

61% Personnel: Growing by
6.6% with wage and health
benefit inflation

20% External Materials &
Services: Growing by 17.5% next
year because of quirks in
actuarial costs and rent
18% Internal Materials &
Services: Declining by 3.6%

1% Capital: Declining by almost
60% after this year’s database
enhancements
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Property Taxes






$ MILLIONS

Increase in step with
expenses, since taxes are
98% of fund resources

Tax growth next year is
5.4%, less than 7.0% growth
in fund requirements,
because of high beginning
fund balance
Owner of home with median
assessed value will see
increase in tax bill of
roughly:
o
o

$201.25
$190.50

$176.64
$165.96
$151.27
$143.57
$128.20

$28 next year

$165 over entire forecast
period
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Impact on Tax Rate
FPDR Tax Levy: Measure 5 Real Market Value Rate

$3.00
$2.75
$2.50

$2.26

Rate per $1,000 Value

$2.25
$2.00
$1.75
$1.50
$1.25
$1.00
$0.75

$1.62

$1.48

$1.82

$1.30

$1.75

$1.25

$1.21
$1.13
$1.15
$1.22
$1.17
$1.14
$1.10

$1.95

$1.91

$1.28

$1.26

$2.07 $2.22

$2.03

$1.31

$1.30

$1.37

$1.31

$2.34

$2.32

$1.37

$1.36

$2.38

$1.35

$2.37

$2.27

$1.33

$1.30

$1.21

Fiscal
Actual

City Economist Forecast

Projected at 50th Percentile

Projected at 5th Percentile
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Other Revenue
 Interagency Revenues ($1.29 M, 0.77%)

Police & Fire receive wage reimbursement and an overhead rate for
contract services; pension and disability portion of overheard rate is
passed to FPDR
o Forecast to drop 11% next year because of continuing Police staff
shortages; projected to recover in FY 19-20 as officers currently in training
are deployed
o

 Reserve Fund Transfer ($0.75 M, 0.45%)
o

Always budget in case it is needed for cash flow; if transfer is executed it
must be repaid within same fiscal year

 Interest Income ($1.07 M, 0.64%)

Expected to grow 37% next year and 116% over five-year forecast period
o Combination of rising interest rates and growing fund balance
o

 Subrogation and Interim Recovery ($0.07 M, 0.05%)

Payments from third parties when at fault in disability claims, variable
o Members repay interim disability benefits when claims denied/withdrawn
o

14

Fund Balance &
Contingency




Recovering from FY 2017-18
beginning fund balance drop, as
intended
FY 2018-19 beginning fund
balance will actually be more
than originally planned
o

o



Fewer retirements than expected
in September 2017 = lower
pension expenses

Lower short-term disability
benefit costs than budgeted

Contingency level set at 7% of
bureau requirements
o

Average risk levels over next five
years

$16

$ Millions

$14
$12
$10
$8
$6
$4
$2
$0

Beginning Fund Balance

Contingency
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Risks to the Forecast
Police Hiring

• Forecast assumes 24 more hires this year (56 already), and 50 more next year
• With only 35 vacancies now, forecast assumes Police are approved to over hire
• If not approved, PERS contributions on new hires will be less than budgeted
• If approved to over hire more than 40, PERS contributions could exceed budget

Uncertain PERS Rates in Outyears

• Rate known for FY 2018-19 and likely to be close to forecast for next biennium
• Uncertainty re-enters forecast in FY 2021-22; also, legislative plans unclear

Future Wage Increases and Retirement Rates

• Wage growth increases FPDR costs in nearly all benefit types. Two wage risks:
o CPI-W growth could remain high, rather than spiking for just one year
o Wage increases above COLA could be included in future labor contracts
• Higher retirement rates increase expenses for FPDR 2 pensions and FPDR 3
PERS contributions: accelerates transition from pay-as-you-go to prefunded

16

• Questions
• Changes

• Subsequent Adjustments

• Motion to Approve the Budget
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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.

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

PAGE 2 OF 27

the budget. Interest payments and debt issuance costs are still included as administrative
expenses.
Net of TANs, 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

$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%

FYE18
ProjectFYE23
Change

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

PAGE 3 OF 27

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
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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
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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. If anything, actual rates may be less than forecast because of
robust 2017 stock market performance, which will likely exceed the PERS assumed earning rate
of 7.2%. (The advisory rates released last month are based on asset values as of December 31,
2016 whereas the actual rates will be based on asset values as of December 31, 2017.)
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.
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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
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
Actual s

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
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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.”

FPDR FIVE-YEAR FORECAST

PAGE 10 OF 27

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

$ MIL L IONS
$37.27
$33.13

$22.43

$9.67

FYE17
Actual s

$13.15

FYE18
Projection

FPDR FIVE-YEAR FORECAST

$25.10

$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.
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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
29,065
126,500
675,629

5.4%
-8.1%
-20.3%
-11.0%
-8.0%
4.7%
-3.2%
6.1%
-3.6%

Capital

$54,760

$101,400

$42,850

-57.7%

$3,353,139

$3,550,774

$3,719,116

4.7%

Personnel Services

Total Admin & Delivery

FYE18
Projection

FYE19 Budget

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
FPDR FIVE-YEAR FORECAST
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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
FPDR FIVE-YEAR FORECAST
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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%

FYE19
FYE23
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

FPDR FIVE-YEAR FORECAST

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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Public Records Request
City of Portland

Current Bud.
Total Cost YTD

FY 2017-18 Budget to Actual YTD
$140,000,000
$120,000,000

$120,707,000

$100,000,000
$80,000,000

$60,000,000

$49,477,702

$40,000,000

$20,000,000

$13,210,000

$6,671,700

$2,688,099

$0

FPDR 1 & 2 Pension Benefits

FPDR 3 Pension Contributions

$2,017,426

$3,990,705

Disability & Death Benefits

$1,701,293

Everything Else

FY 2017-18 Budget to Actual YTD by Month
Amount$
Mid Level Classification
Detail Classification
Revenues
Beginning fund balance
Taxes
Bond and note proceeds
Miscellaneous Sources
Interfund Cash Transfer Revenues
Interagency Revenues
Revenues Total
Personnel
Personnel Total

Personnel

Ext. Mat. & Ser.

Other External Materials & Services
FPDR 1 & 2 Pension Benefits
Disability & Death Benefits
Ext. Mat. & Ser. Total
Int. Mat. & Ser.

Other Internal Materials & Services
FPDR 3 Pension Contributions
Return to Work/Light Duty

Int. Mat. & Ser. Total
Capital Outlay
Capital Outlay
Capital Outlay Total
Fund Lvl Expenses Contingency
Debt Retirement
Interfund Cash Transfer Expenses
Fund Lvl Expenses Total
TOTAL EXPENSES FOR THE MONTH

Month
Current Bud.
-$9,058,579
-$144,268,948
-$44,312,000
-$664,300
-$750,000
-$1,359,000
-$200,412,827

July
$0
$710,495
-$36,231,649
-$28,489
$0
$0
-$35,549,643

August
$0
-$355,101
$0
-$45,948
$0
$0
-$401,049

September
$0
-$318,631
$0
-$29,894
$0
$0
-$348,525

October
$0
-$178,772
$0
-$18,990
$0
$0
-$197,761

November
$0
-$116,594,916
$0
-$44,184
$0
$0
-$116,639,101

December
$0
-$14,047,720
$0
-$4,721
$0
$0
-$14,052,441

YTD
$0
-$130,784,645
-$36,231,649
-$172,226
$0
$0
-$167,188,520

$2,143,014
$2,143,014

$172,680
$172,680

$166,422
$166,422

$174,686
$174,686

$180,849
$180,849

$177,763
$177,763

$170,678
$170,678

$1,043,078
$1,043,078

$625,784
$120,707,000
$6,671,700
$128,004,484

-$10,531
$21,571
-$113,497
-$102,457

$76,597
$9,807,866
$485,207
$10,369,670

$34,923
$19,589,115
$461,920
$20,085,958

$25,847
$82,447
$373,247
$481,540

$118,719
$9,987,518
$402,853
$10,509,089

$64,900
$9,989,186
$407,696
$10,461,782

$310,455
$49,477,702
$2,017,426
$51,805,584

$706,456
$13,210,000
$469,000
$14,385,456

$45,264
$0
$0
$45,264

$44,942
$0
$0
$44,942

$51,163
$0
$0
$51,163

$55,945
$1,419,285
$20,211
$1,495,441

$44,573
$1,530,401
$0
$1,574,973

$51,344
-$261,586
$0
-$210,242

$293,229
$2,688,099
$20,211
$3,001,539

$46,451
$46,451

$0
$0

$0
$0

$2,275
$2,275

$17,745
$17,745

$0
$0

$14,300
$14,300

$34,320
$34,320

$10,077,878
$44,835,166
$920,378
$55,833,422

$0
$17,342
$14,208
$31,550

$0
$118
$14,197
$14,315

$0
$8,662
$14,197
$22,859

$0
$105
$14,197
$14,302

$0
$6,488
$14,197
$20,685

$0
$998
$14,197
$15,195

$0
$33,713
$85,193
$118,906

$147,038

$10,595,348

$20,336,940

$2,189,877

$12,282,511

$10,451,713

$56,003,427

