What is the purpose of the Average Overtime Hours? 

The definition of subject salary in the calculation of Final Average Salary (FAS) for retirement benefits is different for OPSRP Pension Plan members than it is for PERS members. HB2020 Section 10 (3) states: "For the purposes of calculating the final average salary of a member under this section, the salary of the member does not include any amounts attributable to hours of overtime that exceed the average number of hours of overtime for the same class of employees." To meet this requirement, employers must establish an annual average of overtime hours reasonably expected for each job classification. 

How does PERS go about establishing the Average Overtime Hours code?

First, employers must define the job classifications or groups for which overtime hours are typically part of employees' compensation. These classes are not to be confused with the PERS Job Class codes (i.e., general service, police and fire, etc.). The job classifications relevant here are wholly employer determined. For example, an employer may group all clerical staff together, but make a distinction between two groups of police officers.

After classifying their employees, the employer selects, for each employee group, the closest (rounding up) code from the list of Average Overtime Hours codes. All of the employees in a particular class or group must be given the same code. 

Example: Employer A determines that all employees fall into one of three categories: custodial, administrative, and teacher. Perusing past records, employer A determines that custodial employees average 250 hours of overtime per year, their teachers average 50 hours of overtime, and administrative employees are not given overtime. Employer A then reports all custodial employees as code "03" (300 hours), all teacher employees as code "01" (100 hours), and all administrative employees as "00" zero hours. 

http://www.pers.state.or.us/er/section/general_information/faqtest/average_overtime_hours.asp
