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Pension Funding

» The Charter puts FDPR on a pay-as-you-go basis

All state and local governments that offer pension plans
attempt to set aside money (spent from their budgets) to fund
the plan, except for Portland and Puerto Rico

3 Milliman biennial actuarial valuation report on FPDR, as of June 30, 2022
Portland City Charter Section 5-103


https://www.portland.gov/charter/5/1/103

Should FPDR Get Off Pay-As-You-Go?

» Improve transparency of compensation in the Portland
Police Bureau and Portland Fire & Rescue Bureau

Mitigate a lack of transparency that can hide costs by passing
them off to future generations of Portland taxpayers

» Intergenerational Equity

The costs of employee benefits are paid for by taxpayers who
employed them

» Paying the bills sooner is expected to reduce the
cumulative long-term costs of those bills.

» Mitigates risks of any potential deterioration in the city’s
finances



Portland vs. OR Costs Per Active Member
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» City Charter controls pension costs (red)

Normal Cost is the annual cost of benefits earned in the current year
Interest Cost = annual interest rate X unfunded liability
Portland Police & Fire pensions are the most costly in the country

Author’s calculations. For simplicity, Interest Cost excludes partial-year interest on mid-year accruals/transactions. Portland FPDR’s
pension actuarial costs are normal cost plus interest cost. Oregon PERS actuarial valuation report, as of December 31, 2021.



Current Policy (Green) vs. Illustrative

Alternatives (Red)

suonnquuo) |enuuy

P 2
Yo Yo}
[Te} 0
~ N O
- =
2 25
° 23
E Efa)
3 =% 3 Zge
3 LK 5 frll- 5
L o% < 238%
5§ gt §  gET
s -8 s 2@s
o 8< o 8<0
u [ ] [ ] u
F €802 F €802
£ 080Z £ 0802
= 1402 = 1102
—— v.0C — ¥i0C
1202 1202
- 890C - 890C
5902 §902
- 2902 - 2902
6502 & 6502 &
£ 950z £ £ 9507 2
€502 €502 5
0s0Z 3 050z @
1v0Z ik 1y0z
rv0Z [
102 102
802 8£02
se02 G€0Z
ze0z ze0z
6202 6202
9202 9202
, €202 , €202
o o o o o o o o o o o o o o o o
o o o o o o o @ o o o o o o o @
S © 9o o © o 9 S & © oo o o 9o
o o o o o o o o o o o o o o
o o o o o o o o o o o o o o
= o < < = = = = < = = < Q. =
o o o o o o o (=3 o (=] o (=] o o
n o o) o w o wn o] o v o w0 o o]
(5] (523 N N — = el (523 0 o N ~ = @
@ @ ©@ ©@ ©® @ @ @ @ @ @ ©@
suopnqLuo) |enuuy suonnqLuo) |enuuy
2 2
w0 wn
N N
e} n D
- = .
g 2=
e e
5 Sa
z =3 g =3¢
5 IK 5 s
L =3 = 283
5 ¢ E S o ET
s ¢ £ CZ%
o 8< o 8<0
u [ ] [ ] u
F €802 F €802
£ 0802 0802
= 1402 = 1402
— ¥.0Z — ¥.0Z
f £ 1202
- 8902
5902
2902
5 £ 650Z 5
$ © 950z 2
= F €50C
2 050z @
i 1y0z
rv0T
L0z
802
S€02
ze0z
6202
9202
, i €202
o o o o o o o j=1 o o o o o o o o
o o o o o o o &*r o o o o o o o @
Q. < < < < < = Q. < < = < < =
o (=] o o o o (=3 o o o o o o o
o o o o o o o o o o o o o o
= = = = = = = = < < < = = <
o o (=] o (=) o o (=] o (=) o (=] o o
0 o 'el o wn o [T9) 0 o rel o '} o 0
[52] 923 N N — b Ced (5] 0 o N — — @
©@ ©@ @ ©@ @ @ ©@ ©“ & @ @ @

suonnquuo) |enuuy

Milliman biennial actuarial valuation report and Actuarial Valuation & Levy Adequacy Analysis presentation, as of

Author’s calculations.

June 30, 2022. FPDR One and Two shown.



Summary of Illustrative Alternative Policies

» Current Funding Policy

Cumulative costs of FPDR total $6.1 billion over the next 30 years,
and over $8 billion through the end of the plan's life.

» Alternative Funding Policy: Level Contributions

Cumulative contributions are higher by just 2% to 9% over the next
30 years in order to eliminate all subsequent contributions

Eliminates about one quarter of cumulative costs over the plan’s life

» Alternative Funding Policy: Declining Contributions

Cumulative contributions are lower by 3% over the next 30 years
and eliminate all subsequent contributions

Eliminates about one third of cumulative costs over the plan’s life

» Annual contributions under Current Policy exceed the
alternatives within 10 years

7 Author’s calculations. Milliman biennial actuarial valuation report and Actuarial Valuation & Levy Adequacy Analysis presentation, as of
June 30, 2022. FPDR One and Two shown.



For Consideration

» The City should request its actuary provide an analysis of
a Comprehensive Actuarial Funding Policy covering the
following

» Inputs
Various amortization periods

Pension Obligation Bonds
Combinations of the above

» Outputs
Cumulative long-term cost savings

Analysis of the impact of FPDR on property tax compression,
including in worse-case scenarios

This may require collaboration with the City Economist or an
economic consulting firm given that it has not been done before



National Experts: Red Flag

» David Draine of Pew Charitable Trusts:
Portland’s negative amortization:

Portland’s unfunded liability:

» Alicia Munnell and Jean-Pierre Aubry of the Center for
Retirement Research at Boston College:

Portland’s pension cost burden:

» Independent national experts can engage directly with the
City, but only by invitation


https://www.pewtrusts.org/-/media/assets/2021/05/municipal_pension_funding_increases_final.pdf
https://www.pewtrusts.org/-/media/legacy/uploadedfiles/pcs_assets/2013/pewcitypensionsreportpdf.pdf
https://crr.bc.edu/wp-content/uploads/2016/10/wp_2016-11.pdf

City Council Meeting - Wednesday, May 17, 2023 2:00 p.m.

Agenda No. First Name Last Name
394-01 Susan Johnson
394-02 Kevin Machiz
394-03 Rob Martineau
394-04 Michael Andersen
394-05 Kiel Johnson
394-06 Zach Lesher
394-07 Chris Smith
394-08 Rachel Whiteside
394-09 Marc Poris
394-10 Jacob Brostoff
394-11 Kimberlee Goheen Elbon
394-12 Tony Jordan
394-13 Will Hollingsworth
394-14 Indi Namkoong
394-15 Laura Golino de Lovato
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