
FOUNDATIONAL CONCEPTS



Overview

• Contributions 

• Vesting

• Calculating your pension benefit 

• Pension service and non-service purchases 

• Leaving employment before retirement 

• Retirement eligibility 

• Example benefit estimate 



Contributions

Employee contributions = 13.5% of computation pay

• Mandatory and set by statute 

• Pre-tax as of 10/29/1997

City contributions = a percentage based on computation pay in addition 

to a bi-weekly lump sum amount

• Paid to the Fund, not tied to any individual account 

Computation pay will be defined in a few slides



Vesting

• Occurs when a member attains five years of pension service 

• Vested members have earned the right to a lifetime pension benefit 

which can be collected once retirement eligible 



Simplified Pension Benefit Formula

Average 
Computation Pay

Multiplier

Pension Service 

Limited to 90%



Average Computation Pay

Computation pay is:

• The sum of: 

• Civil service base pay

• Longevity pay 

• Educational incentive pay 

• Calculated on a bi-weekly basis

What’s not included in computation pay:

• Overtime

• Special pay (ex: certification pay)

• Lump sum payments when leaving the City (unused vacation etc.)

• Phase down payments



Multiplier

The multiplier factor to use depends on the following:

• Dependent on your age when setting benefit (entering DROP or 

Retiring); unless you have reached your 90% date

• Dependent on hire date

Table 1

Age Multiplier

50 & Older 3.00%

48 & 49 2.75%

47 2.50%

46 2.25%

45 & Younger 2.00%

Table 2

Age Multiplier

58 & Older 2.50%

57 2.40%

56 2.30%

55 2.20%

54 2.10%

53 & Younger 2.00%



Pension Service

• Pension service is the amount of time the member has worked and 

has paid contributions to DPFP

• Any full days of unpaid leave taken by a member result in a loss of 

pension service  



Pension Service Purchases
Pension service can be purchased for time lost due to the following 

circumstances:

• Military service

• Previously withdrawn contributions (refund) 

• Worker’s compensation 

• Eligible backpay 

• Overturned suspension 

• Reinstatement with backpay 

• Unpaid FMLA (Family Medical Leave Act) or any leave certified by your 

department chief (rare) 



Pension Service Purchases (con’t)

General rules regarding service purchases:

• Interest accrues at the assumed rate of return from the time your contributions 
would have been in the Fund 

• The interest rate has been 6.5% since January 1, 2021 

• Purchase must be completed by the earlier of:

• Leaving active service or

• Joining DROP

• Can choose to purchase all or part of your service lost 

• Partial purchases must be in whole year increments 

• Partial payments with a minimum of $500 are allowed 

• You may pay by transfer from an eligible retirement account (ex. IRA), money order, 
cashier’s check, or personal check 



Pension Service Purchases (con’t)

Military service time purchases:

• A key difference between military service time purchases and other 

service purchases is an interest-free period to complete the purchase. 

• Interest-free time is either three times the amount of time on leave (no greater 

than 5 years) or December 31st of the following year (whichever is more 
beneficial to the member). 



Non-Service Purchases 

Divorce-related non-service purchase: 

• In the event of a divorce, an ex-spouse may be awarded a lump sum of the 
member’s contributions, resulting in a reduction of the member’s monthly 

benefit. If this is the case, a non-service purchase is an option for this member to 

repay contributions to DPFP that were awarded to the ex-spouse.

Worker’s compensation non-service purchase: 

• If the member’s salary is reduced while on injury leave but the member did not 

lose service, a non-service purchase may be completed. 

Both follow the same general rules regarding service purchases. 



LEAVING EMPLOYMENT BEFORE 
RETIREMENT 



Leaving Employment Prior to Retirement Eligibility

• Terminate Employment (voluntarily or involuntarily)

• Disability 

• Death 

• Special rules apply to deaths for members who pass while in active service. 
These benefits will be discussed in a later presentation. 



Terminate Employment Prior to Retirement 

Less than five years of service

• Refund of member contributions 

Five or more years of service

• Remain “Deferred Vested” status - leave contributions with DPFP and 

wait until you reach retirement eligibility 

• OR refund of contributions



Refund of Member Contributions

Member’s contributions only

• City contributions are not refunded

• Member contributions do not include interest

• Anytime before setting your benefit or prior to age 62

Contributions can be repaid if the member returns to active service; interest 

will be assessed from the time the contributions were refunded until they are 

repaid

Vested members who take a refund forfeit the right to a lifetime pension 

benefit



Refund of Member Contributions (con’t)

Distribution Options for the Refund:

1. Physical check to the member 

• Pre-tax contributions have a mandatory 20% withholding for federal taxes 

• If you leave service before the year you turn 50, a 10% IRS penalty of the full 

amount of the pre-tax contributions may also be due when you complete 

your federal tax return

2. Rollover of pre-tax contributions to a financial institution

• Physical check mailed to an eligible IRA or qualified plan (no Roth plans)

• No tax withholding or penalty is triggered by the rollover 



Deferred Vested Status

Any member who leaves active service with at least 5 years of service and defers 
beginning a pension benefit for one of the following reasons:

1. Have not reached age eligibility to start pension payments 

2. Are age eligible to start payments but choosing to wait for a higher benefit

Contributions remain with DPFP

DPFP will provide a benefit estimate of your monthly retirement benefit at age 50 or 58 
dependent on your hire date

• Based on your average computation pay and pension service when you leave active service

As you approach retirement eligibility, contact DPFP to begin your retirement pension

Keep your contact and beneficiary information current



Deferred Vested Example (1)
Member who hired after 

2/28/2011 separates from 

the department on 

10/14/2026 with 8 years of 

service at age 34

Options:

• Can begin payments as 

early as 53 (actuarial 

reduced benefit) or 

anytime up to age 58 

(service retirement)



Deferred Vested Example (2)
Member who hires before 

3/1/2011 separates from 

the department on 

10/14/2026 with 26 years 

of service at age 48

Options:

• Can begin payments now 

(20 and out) or anytime 

up to age 58 (service 

retirement)



Deferred Vested Status (con’t)

Very Important Information:  

• If a member dies after leaving active service and before setting a 
benefit, the qualified survivor is only eligible for the benefit the member 
was eligible for when they left active service, regardless of their age at 
death. This may mean the qualifying survivor is not eligible for any benefit 
and will only receive a refund of contributions.

• A Deferred Vested member may choose to set their benefit when they 
are first eligible, even at a lower amount to preserve the ability for the 
lifetime survivor benefit.

• Contact a counselor prior to age 50 or 58 (depending on hire date) to 
review your options.



FINALLY – RETIREMENT ELIGIBLE!



Retirement Eligibility

Must have a minimum of 5-years (vested) of pension service, and 

• At least 50 years old (if hired by February 28, 2011) OR

• At least 53 years old (if hired on or after March 1, 2011) OR

• Any age with 20 years of pension service

Normal retirement age is 58

• Although you may be eligible to receive a pension prior to age 58, it may not be 
your highest possible benefit 

• A counselor can tell you your highest projected benefit 



RETIREMENT BENEFIT OPTIONS

“Setting your Benefit”

Joining DROP or Beginning Retirement Payments



Benefit Types if Hired Before 03/01/2011

•Eligibility – 5 years and age 58

•Formula:

•Pre 9/1/17 service x 3% x 36 mth avg comp pay

•Post 8/31/17 service x 2.5% x 60 mth avg comp pay

Service Retirement (Unreduced)

• Eligibility -  5 years and age 50 – 57

• Formula:

• Pre 9/1/17 service x 3% x 36 mth avg comp pay

• Post 8/31/17 service x Table2 Multiplier x 60 mth avg comp pay

Service Retirement (reduced)



Benefit Types if Hired Before 03/01/2011

•Eligibility – 20 years of service reached before 9/1/17, any age 

•Formula:

•Pre 9/1/17 service x Table1 Multiplier x 36 mth avg comp pay

•Post 8/31/17 service x Table2 Multiplier x 60 mth avg comp 
pay

20 and Out (Bifurcated)

•Eligibility -  20 years of service reached after 9/1/17, any age 

•Formula:

•Pension service x Table2 Multiplier x 60 mth avg comp pay

20 and Out Table 2 (Not bifurcated)



Benefit Types if Hired Before 03/01/2011

•Eligibility – At any age, the date at which 3% times pre 9/1/17 
service plus 2.5% times post 8/31/17 service equals 90%

•Formula:

•Pre 9/1/17 service x 3% x 36 mth avg comp pay

•Post 8/31/17 service x 2.5% x 60 mth avg comp pay

90% Retirement (Unreduced)



Benefit Types if Hired After 02/28/2011

• Eligibility – 5 years and age 58

• Formula:

• Pension service x 2.5% x 60 mth avg comp pay

Service Retirement (Unreduced)

• Eligibility – 5 years and age 53 - 57

• Formula:

• Unreduced Service Retirement benefit minus 
2/3% for every whole month prior to 58

Actuarially Reduced



Benefit Types if Hired After 02/28/2011

• Eligibility – 20 years and any age

• Formula:

• Pension service x Table2 Multiplier x 60 mth avg 
comp pay

20 and Out Table 2

• Eligibility – 36 years of service

• Formula:

• Pension service x 2.5% x 60 mth avg comp pay

90% Retirement



Benefit Calculation Factors 

Highest Average Computation 

Pay 

• If Hired Before 03/01/2011

• Calculated using both the highest 

consecutive 36-months and 60-
months average 

• If Hired After 02/28/2011

• Calculated using the highest 

consecutive 60-months average 

Member Retires or Joins DROP in January 2021

Pay increased January 1 annually

12 Months 

each Year

Monthly 

Comp Pay

2016 5,000$    

2017 5,500$    

2018 6,000$    $6,000 60-months average

2019 6,500$    $6,500 36-month average

2020 7,000$    



Benefit Calculation Factors (con’t)
Multiplier 

• If hired before 3/1/2011 (use both tables)

• Table 1 is used for Pre 9/1/2017 Service

• Table 2 is used for Post 8/31/2017 Service 

• If hired after 2/28/2011 (use only table 2)

Table 1

Age Multiplier

50 & Older 3.00%

48 & 49 2.75%

47 2.50%

46 2.25%

45 & Younger 2.00%

Table 2

Age Multiplier

58 & Older 2.50%

57 2.40%

56 2.30%

55 2.20%

54 2.10%

53 & Younger 2.00%



BENEFIT ESTIMATE



See Appendix A



See Appendix A



See Appendix A



See Appendix A



See Appendix B



See Appendix C
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