CERTI FI CATI ON OF ENROLLMENT

SENATE BI LL 5014

Chapt er 280, Laws of 2007

60t h Legi sl ature
2007 Regul ar Sessi on

STATE RETI REMENT SYSTEMS- - CONTRI BUTI ON RATES

EFFECTI VE DATE: 07/22/07

Passed by the Senate April 16, 2007
YEAS 47 NAYS 0

BRAD OVEN

Presi dent of the Senate

Passed by the House April 3, 2007
YEAS 97 NAYS O

FRANK CHOPP

Speaker of the House of Representatives

Approved May 2, 2007, 2:44 p.m

CHRI STI NE GREGO RE

Governor of the State of WAshi ngton

CERTI FI CATE

I, Thomas Hoemann, Secretary of
the Senate of the State of
Washi ngton, do hereby certify that
the attached is SENATE BILL 5014
as passed by the Senate and the
House of Representatives on the
dates hereon set forth.

THOVAS HOEMVANN

Secretary

FI LED
May 3, 2007

Secretary of State
State of Washi ngton



[ —

©O© 00 N O O

10
11
12
13
14
15
16
17
18

SENATE BI LL 5014

AS AMENDED BY THE HOUSE
Passed Legislature - 2007 Regul ar Sessi on
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By Senator Pridenore; by request of Ofice of the State Actuary

Read first time 01/08/2007. Referred to Commttee on Ways & Means.

AN ACT Relating to the process for adopting contribution rates for
the actuarial funding of the state retirenent systens; and anmendi ng RCW
41. 45. 030, 41.45.060, 41.45.0604, 41.45.061, 41.45.0631, and 41.45.110.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW41.45.030 and 2001 2nd sp.s. ¢ 11 s 5 are each anended
to read as foll ows:

(1) Beginning ((Apr+—31—2004)) Septenber 1, 2007, and every
((feur)) two years thereafter, the state actuary shall submt to the
council information regarding the experience and financial condition of
each state retirenent system and neke reconmendations regarding the
| ong-term econom ¢ _assunptions set forth in RCW41.45.035. The counci
shall review this and such other information as it may require.

(2) By ((May—31—2004)) COctober 31, 2007, and every ((feur)) two
years thereafter, the council, by affirmative vote of four
counci | nrenbers, may adopt changes to the | ong-term econom c assunptions
established in RCW41.45.035. Any changes adopted by the council shal
be subject to revision by the |egislature.

The council shall consult with the economc and revenue forecast
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supervi sor and the executive director of the state investnent board,
and shall consider long-termhistorical averages, in review ng possible
changes to the econom c assunpti ons.

(3) The assunptions and the asset value snoothing technique
established in RCW41.45.035, as nodified in the future by the counci
or legislature, shall be used by the state actuary in conducting al
actuarial studies of the state retirenent systens, including actuari al
fiscal notes under RCW 44.44.040. The assunptions shall al so be used
for the adm nistration of benefits under the retirenent plans listed in
RCW 41.45.020, pursuant to tinelines and conditions established by
departnment rul es.

Sec. 2. RCWA41.45.060 and 2005 ¢ 370 s 2 are each anended to read
as follows:

(1) The state actuary shall provide prelimnary actuarial valuation
results based on the econom c assunptions and asset value snoothing
techni que included in RCW41. 45. 035 or adopted ((by—the—<ounet+t)) under
RCW 41. 45. 030 or 41.45. 035.

(2) Not later than ((Septerber—36—2002)) July 31, 2008, and every
two years thereafter, consistent with the economc assunptions and
asset val ue snoothing technique included in RCW 41.45.035 or adopted
under RCW 41.45.030 or 41.45.035, the council shall adopt and may nake
changes to:

(a) A basic state contribution rate for the |aw enforcenent
officers' and fire fighters' retirenent system plan 1,

(b) Basic enployer contribution rates for the public enployees’
retirement system the teachers' retirenment system and the Washi ngton
state patrol retirenment system ((teo—be—used—+n—the—ensuing—biennal
peried)); and

(c¢) ((A) Basic enployer contribution rates for the schoo
enpl oyees'’ retirenent system and the public safety enployees’
retirement system for funding both those systens and the public
enpl oyees' retirenent system plan 1.

The council may adopt annual rate changes for any plan for any
rate-setting period. The contribution rates adopted by the counci
shal | be subject to revision by the |egislature.

(3) The enployer and state contribution rates adopted by the
council shall be the | evel percentages of pay that are needed:
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(a) To fully anortize the total costs of the public enployees’
retirenment systemplan 1, the teachers' retirenment systemplan 1, and
the | aw enforcenent officers' and fire fighters' retirenent system pl an
1 not later than June 30, 2024; and

(b) To fully fund the public enployees' retirenent system plans 2
and 3, the teachers' retirenent systemplans 2 and 3, the public safety
enpl oyees' retirement system plan 2, and the school enployees
retirement system plans 2 and 3 in accordance wth RCW 41.45.061,
41.45. 067, and this section.

(4) The aggregate actuarial cost nmethod shall be used to calculate
a conbined plan 2 and 3 enployer contribution rate and a Washi ngton
state patrol retirenent systemcontribution rate.

(5) The council shall imediately notify the directors of the
of fice of financial managenent and departnent of retirenent systens of
the state and enpl oyer contribution rates adopted. The rates shall be
effective for the ensuing biennial period, subject to any |egislative
nodi fi cations.

(6) The director shall collect those rates adopted by the council.
The rates established in RCW 41.45.062, or by the council, shall be
subject to revision by the |egislature.

(7) The state actuary shall prepare final actuarial valuation
results based on the econom c assunptions, asset value snpothing
technique, and contribution rates included in or adopted under RCW
41.45.030, 41.45.035, and this section.

Sec. 3. RCWA41.45.0604 and 2003 ¢ 92 s 4 are each anended to read
as follows:

(1) Not later than ((Septerber—36—2004)) July 31, 2008, and every
even- nunbered year thereafter, the | aw enforcenment officers' and fire
fighters' plan 2 retirenment board shall adopt contribution rates for
the | aw enforcenent officers' and fire fighters' retirenent system pl an
2 as provided in RCW41. 26.720(1) (a).

(2) The law enforcenent officers' and fire fighters' plan 2
retirenment board shall imrediately notify the directors of the office
of financial managenent and departnent of retirenent systens of the
state, enployer, and enpl oyee rates adopted. Thereafter, the director
shall collect those rates adopted by the board. The rates shall be
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effective for the ensuing biennial period, subject to any |egislative
nmodi fi cati ons.

Sec. 4. RCW41.45.061 and 2004 c 242 s 40 are each anended to read
as follows:

(1) The required contribution rate for mnenbers of the plan 2
teachers' retirenent system shall be fixed at the rates in effect on
July 1, 1996, subject to the foll ow ng:

(a) Beginning Septenber 1, 1997, except as provided in (b) of this
subsection, the enployee contribution rate shall not exceed the
enpl oyer plan 2 and 3 rates adopted under RCW41. 45. 060, 41.45.054, and
41.45. 070 for the teachers' retirenment system

(b) I'n addition, the enployee contribution rate for plan 2 shall be
increased by fifty percent of the contribution rate increase caused by
any plan 2 benefit increase passed after July 1, 1996;

(c) In addition, the enployee contribution rate for plan 2 shal
not be increased as a result of any distributions pursuant to section
309, chapter 341, Laws of 1998 and RCW 41. 31A 020.

(2) The required contribution rate for nenbers of the school
enpl oyees' retirenment system plan 2 shall equal the school enployees
retirement systemenployer plan 2 and 3 contribution rate adopted under
RCW 41.45.060, 41.45.054, and 41.45.070, except as provided in
subsection (3) of this section.

(3) The nenber contribution rate for the school enployees
retirement system plan 2 shall be increased by fifty percent of the
contribution rate increase caused by any plan 2 benefit increase passed
after Septenber 1, 2000.

(4) The required contribution rate for nenbers of the public
enpl oyees' retirenent system plan 2 shall be set at the sane rate as
t he enpl oyer conbined plan 2 and plan 3 rate.

(5 The required contribution rate for nenbers of the |[|aw
enforcenent officers' and fire fighters' retirenent systemplan 2 shal
be set at fifty percent of the cost of the retirenent system

(6) The enployee contribution rates for plan 2 under subsections
(3) and (4) of this section shall not include any increase as a result
of any distributions pursuant to RCW41. 31A 020 and 41. 31A. 030.

(7) The required plan 2 and 3 contribution rates for enployers
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shall be adopted in the manner described in RCW41.45. 060, 41.45. 054,
and 41. 45. 070.

(8) The required contribution rate for nenbers of the public safety
enpl oyees' retirenent system plan 2 shall be set at fifty percent of
the cost of the retirenent system

(9) Concurrently with the adoption of enployer contribution rates,
the state actuary shall calculate the required contribution rates for
plan 2 nenbers, which are fixed in accordance with this section. Upon
adoption of enployer contribution rates, the state actuary shal
imediately notify the directors of the office of financial nanagenent
and departnent of retirenent systens of the required contribution rates
for nmenbers, which shall be effective for the ensuing rate-setting

peri od.

Sec. 5. RCWA41.45.0631 and 2006 ¢ 94 s 2 are each anended to read
as follows:

Begi nning July 1, 2001, the required contribution rate for nenbers
of the Washington state patrol retirenent systemshall be two percent
or equal to the enpl oyer rate adopted under RCW41.45. 060 and 41. 45. 070
for the Wshington state patrol retirenent system whichever is
greater. The enpl oyee contribution rate shall not, however, include
any increase as a result of distributions under RCW 43.43.270(2) for
survivors of nenbers who becane di sabl ed under RCW 43. 43. 040(2) prior
to July 1, 2006. Concurrently with the adoption of the enployer
contribution rate for the Washington state patrol retirenent system
the state actuary shall calculate the required contribution rate for
nmenbers, which is fixed in accordance wth this section. The state
actuary shall imediately notify the directors of the office of
financial managenent and departnent of retirenent systens of the
required contribution rate for nenbers, which shall be effective for
the ensuing rate-setting period.

Sec. 6. RCW41.45.110 and 2003 ¢ 295 s 10 are each anended to read
as follows:

The pension funding council shall solicit and adm ni ster a bienni al
actuarial audit of the prelimnary and final actuarial valuations used
for enployer and nenber rate-setting purposes. This audit wll be
conducted concurrent wth the actuarial valuation performed by the
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state actuary. At |least once in each six-year period, the pension
funding council shall solicit and adm nister an actuarial audit of the
results of the experience study required in RCW 41.45.090. Upon
receipt of the results of the prelimnary actuarial audits required by
this section, and at least thirty days prior to adopting contribution
rates, the pension funding council shall submt the results to the
sel ect commttee on pension policy.

Passed by the Senate April 16, 2007.

Passed by the House April 3, 2007.

Approved by the Governor May 2, 2007.

Filed in Ofice of Secretary of State May 3, 2007.
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