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Purpose

 Based on input from the Succession Planning Work Session 

on February 24, 2020, provide information to evaluate 

whether to move employees on the City’s Defined 

Contribution Plan (DCP) (and all new qualifying General 

Service employees) to the Public Employees Retirement 

System (PERS).

 Solicit Council feedback.   
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City’s Retirement Plans

 City currently maintains three retirement plans with 

different eligibility requirements and benefit structures:

 Defined Benefit Plan (DBP)

 Defined Contribution Plan (DCP)

 PERS
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Definitions

 IBEW: International Brotherhood of Electrical Workers 

 AFSCME: American Federation of State and Municipal 

Employees

 FGPA: Forest Grove Police Association

 Non-sworn: support staff for Police Department

 Non-represented: employees with no union
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Defined Benefit Plan

 Current eligibility:

 All police officers and firefighters hired before February 1, 2016 

 All IBEW, including new hires

 Full-time AFSCME and non-represented employees hired before July 1, 

2011

 Full-time non-sworn members of the FGPA hired before July 1, 2012

 Except for new IBEW employees, the DBP Plan is a closed 

plan, meaning no new members are eligible.

 Closing the DBP means it will eventually terminate.  This will 

still take many decades.
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Defined Contribution Plan

 Current eligibility for City employees:

 All full-time AFSCME and non-represented employees hired on 

or after July 1, 2011

 All full-time non-sworn members of the FGPA hired on or after 

July 1, 2012

 All part-time AFSCME and non-represented employees 

regularly scheduled to work at least twenty (20) hours per week 

as of July 1, 2014

 All part-time FGPA employees regularly scheduled to work at 

least twenty (20) hours per week hired as of July 1, 2016
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PERS

 Public retirement system run by the State of Oregon.  

Benefits are determined by the employee’s membership level 

in PERS: Tier 1, Tier 2, or OPSRP.

 Current eligibility for City employees:

 Police officers and firefighters hired on or after February 1, 

2016.  Includes non-represented police officers and firefighters 

(Police Chief and Captains; Fire Chief and Division Chiefs).
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Defined Contribution (DC) Plan

 Currently 38 full and 12 part-time (0.50 FTE or >) 

employees in plan.

 Retirement benefits are determined by the accumulation of 

the contributions to the plan by the City and investment 

earnings over time.  No guaranteed level of retirement 

benefits are promised to the employee.

 Current contribution rate to the plan is up to 12% of an 

employee’s base salary (e.g. overtime pay is not included).

 Rate is fixed unless changed by the City.  City controls the 

rate and term of the plan which could be changed by the City 

or through negotiation with bargaining units.

8
PDF Page 46



PERS

 Will focus on OPSRP (Tier 3) level retirement benefits as 

the majority of the employees will be OPSRP members.  Tier 

1 or Tier 2 members hired by the City would retain their 

PERS membership status.

 The two parts to the basic OPSRP benefits are:

 Pension Program - 1.5 percent times years of service times final 

average salary.  Normal retirement age for general service 

members is age 65, or age 58 with 30 years of service.  

Designed to get an employee 45 percent of final average salary 

with 30 years of service.

 Individual Account Program (IAP) – Currently six percent of 

employee’s monthly salary is put into the IAP which is the 

defined contribution portion of the PERS program.
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PERS (cont.)

 OPSRP Rates for FY 2020-21 would be:

 Employer Contribution Rate – 10.27 % of Payroll

 IAP Rate – 6% of Payroll.  Can be paid by employee or 

employer.  This analysis assumes City will pay 6% for 

consistency with the City’s DBP and PERS.  

 Total OPSRP rate for FY 2020-21 – 16.27% of payroll 

 If the City has any Tier 1 or Tier 2 PERS employees, the total 

rate would be 24.69% of payroll.  For comparison, the City’s 

DBP rate is 48.6% of base salary.
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PERS (cont.)

 State law and PERS administrative rules control the plans 

and the terms of those plans including rates and benefits.  

The City cannot negotiate any changes to PERS plans or 

benefits with its bargaining units with the exception of 

whether the City or the employee pays the IAP contribution. 

 Rates are determined by the PERS Board based on an 

actuarial valuation performed every two years.  Rates can 

change, either up or down, based on the actuarial valuation 

and the City is obligated to pay the new rate.  OPSRP rates 

have been less volatile than Tier 1/Tier 2 rates and the City 

is independently rated (not part of the large rate pool).

 Equal-to-or-better than (ETOB) rules do not apply as those 

rules only apply to designated public safety positions.
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General Fund - $70,814
L&E                             $ 2,109

Admin Services           $ 3,687

Court                          $ 2,222

Library                        $20,481

Aquatics                      $12,145

Parks                           $  9,710

Police                          $12,413

Fire                              $ 4,510

Planning                       $ 2,565

Engineering                  $    972

Other Funds - $78,004
Light & Power            $15,202

Sewer                          $  7,976

Street                           $ 9,141

Water                          $19,198

SWM                           $  6,563

Equipment                   $  5,712

Building                        $14,212

Based on budgeted FY 2018-19 salaries, the total cost to switch the current 

employees in the DCP and other employees who would qualify for PERS, is an 

additional $148,818/year.  The cost per fund and department after allocation of 

costs for the General Support Services Charge is:

COST TO SWITCH TO PERS
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PROCESS

 Per PERS rules, all general service employees must go into 

PERS unless specifically excluded in a coverage agreement 

that would be negotiated with PERS.  The City needs to 

determine which general service employees would be 

included in the coverage agreement.  City cannot pick and 

choose specific employee groups.

 Staff is proposing to include:

 Future general service employees

 Current DCP Members. DCP members are proposed for PERS 

out of fairness as new employees would go into PERS.  

 Current participants in the City’s DBP are proposed to remain 

in that plan. PERS has told City staff that PERS will likely allow 

the DBP participants to be excluded from PERS. 
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PROCESS (cont.)

 The City would need to bargain this change with IBEW, 

AFSCME, and non-sworn FGPA members, who represent the 

union employees that would be affected.  

 All 3 bargaining units would have to agree to go to PERS or no 

unit can go. Non-represented can be moved to PERS without any 

negotiations.  

 For the bargaining associations the following agreement would be 

needed:
 AFSCME and FGPA – memorandums of understanding to amend the current 

contracts as their agreements are not currently open for negotiation.

 IBEW – this contract is being negotiated and expires June 30, 2020. The change 

would need to be included in the new bargaining agreement. This agreement 

could determine the timing of the other units. 
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PROCESS (cont.)

 While the bargaining agreement discussions are occurring, 

staff would need to negotiate a coverage agreement with 

PERS to ensure that certain staff can be excluded, i.e., DBP 

members, and included.

 The Council is the approval authority. A resolution is 

necessary for any agreement to become effective. 

 If the decision is made to put these employees in PERS, that 

decision is irrevocable.
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GUIDANCE REQUESTED

 Staff is requesting guidance from Council.  

 Options are:

 Continue with current plan structure

 Begin process to move to PERS.  Question: Put just new 

employees into PERS or also include current DCP members? 

 This issue is being brought to Council now due to timing 

issues with the IBEW negotiations. 
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