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ENGROSSED SUBSTI TUTE SENATE BI LL 6530

AS AMENDED BY THE HOUSE
Passed Legislature - 2000 Regul ar Session
St ate of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on

By Senate Commttee on WAays & Means (originally sponsored by Senators
Fraser, Long, Snyder, Franklin, Bauer, Honeyford, Jacobsen, Fairley,
Haugen, Roach, Zarelli, Rasnmussen, Goings, MAuliffe, Patterson, Eide,
Wnsl ey, Hale, Costa, Kohl-Wlles, Stevens, B. Sheldon, Gardner and
Spanel ; by request of Joint Commttee on Pension Policy)

Read first tine 02/07/2000.

AN ACT Relating to plans 2 and 3 of the state retirenment systens;
amendi ng RCW 41.40. 005, 41.40.010, 41.40.042, 41.40.054, 41.40.057,
41.40. 062, 41.40.088, 41.40.092, 41.40.610, 41.34.020, 41.34.030,
41. 34. 040, 41.34.060, 41.34.080, 41.34.100, 41.31A 010, 41.31A 020,
41. 45. 010, 41.45.050, 41.45.061, 41.50.075, 41.50.500, 41.05.011
43. 33A. 190, 41.26.450, 41.40.630, 41.32.765, 41.32.875, 41.26.430,
41. 35.420, 41.35.680, 41.32.805, 41.32.895, 41.40.700, 41.04.440,
41. 04. 445, 41.04.450, 41.26.470, 41.26.520, and 41.40.710; reenacting
and anmendi ng RCW41. 45. 020, 41.45. 060, 41.45.070, 41.50. 088, 43. 84. 092,
and 41. 26.510; adding new sections to chapter 41.40 RCW adding a new
section to chapter 41.31A RCW adding a new section to chapter 41.45
RCW adding a new section to chapter 41.50 RCW creating new sections;
decodi fying RCW 41.40.094; repealing RCW 41.40.650; and providing
effective dates.

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

"PROVI SI ONS APPLI CABLE TO PUBLI C EMPLOYEES
RETI REMENT SYSTEM PLANS 2 AND 3"

p. 1 ESSB 6530. SL
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Sec. 101. RCW41.40.005 and 1992 ¢ 72 s 8 are each anended to read
as follows:

RCW 41. 40. 010 through 41.40.112 shall apply to nmenbers of plan 1
((and)), plan 2, and plan 3.

Sec. 102. RCW41.40.010 and 1998 c 341 s 601 are each anended to
read as foll ows:

As used in this chapter, unless a different nmeaning is plainly
requi red by the context:

(1) "Retirenent systent neans the public enployees’ retirenent
system provided for in this chapter

(2) "Departnent"” nmeans the departnent of retirenent systens created
in chapter 41.50 RCW

(3) "State treasurer” neans the treasurer of the state of
Washi ngt on.

(4)(a) "Enployer”™ for plan 1 nenbers, neans every branch,
departnment, agency, comm ssion, board, and office of the state, any
political subdivision or association of political subdivisions of the
state admtted into the retirenent system and legal entities
aut hori zed by RCW35. 63. 070 and 36. 70. 060 or chapter 39.34 RCW and the
termshall also include any | abor guild, association, or organi zation
t he nenbership of a local |odge or division of which is conprised of at
| east forty percent enployees of an enployer (other than such | abor
gui | d, association, or organi zation) wthin this chapter. The termmy
al so include any city of the first class that has its own retirenent
system

(b) "Enployer" for plan 2 and plan 3 nenbers, neans every branch,
departnment, agency, comm ssion, board, and office of the state, and any
political subdivision and municipal corporation of the state admtted
into the retirenment system including public agencies created pursuant
to RCW 35.63.070, 36.70.060, and 39.34.030; except that after August
31, 2000, school districts and educational service districts will no
| onger be enpl oyers for the public enpl oyees’ retirenent systempl an 2.

(5) "Menber" neans any enpl oyee included in the nmenbership of the
retirement system as provided for in RCW 41.40.023. RCW 41. 26. 045
does not prohibit a person otherwise eligible for nenbership in the
retirement systemfrom establishing such nmenbership effective when he
or she first entered an eligible position.

(6) "Original nmenber” of this retirenent system neans:

ESSB 6530. SL p. 2
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(a) Any person who becane a nenber of the systemprior to April 1,
1949;

(b) Any person who becones a nmenber through the adm ssion of an
enployer into the retirement system on and after April 1, 1949, and
prior to April 1, 1951;

(c) Any person who first becones a nenber by securing enpl oynent
with an enployer prior to April 1, 1951, provided the mnenber has
rendered at | east one or nore years of service to any enpl oyer prior to
Cctober 1, 1947,

(d) Any person who first beconmes a nenber through the adm ssion of
an enployer into the retirenent system on or after April 1, 1951,
provi ded, such person has been in the regular enploy of the enployer
for at least six nonths of the twelve-nonth period preceding the said
adm ssi on date;

(e) Any nmenber who has restored all contributions that nay have
been wi thdrawn as provided by RCW 41.40.150 and who on the effective
date of the individual’s retirement becones entitled to be credited
with ten years or nore of nmenbership service except that the provisions
relating to the m ni nrum anount of retirenent allowance for the nenber
upon retirement at age seventy as found in RCWA41.40.190(4) shall not
apply to the nenber;

(f) Any nenber who has been a contributor under the systemfor two
or nore years and who has restored all contributions that may have been
wi t hdrawn as provi ded by RCW41. 40. 150 and who on the effective date of
the individual’s retirement has rendered five or nore years of service
for the state or any political subdivision prior to the tinme of the
adm ssion of the enployer into the system except that the provisions
relating to the m ni num anount of retirenent allowance for the nenber
upon retirement at age seventy as found in RCWA41.40.190(4) shall not
apply to the nenber.

(7) "New nmenmber"” nmeans a person who becones a nenber on or after
April 1, 1949, except as otherw se provided in this section.

(8) (a) "Conpensation earnable" for plan 1 nenbers, neans sal aries
or wages earned during a payroll period for personal services and where
the conpensation is not all paid in noney, maintenance conpensation
shal |l be included upon the basis of the schedul es established by the
menber’ s enpl oyer.

p. 3 ESSB 6530. SL
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(1) "Conpensation earnable" for plan 1 nenbers al so includes the
foll ow ng actual or inputed paynents, which are not paid for persona
servi ces:

(A) Retroactive paynments to an individual by an enployer on
rei nstatenment of the enployee in a position, or paynents by an enpl oyer
to an individual in lieu of reinstatenment in a position which are
awarded or granted as the equivalent of the salary or wage which the
i ndi vidual would have earned during a payroll period shall be
consi dered conpensation earnable and the individual shall receive the
equi val ent service credit;

(B) If aleave of absence is taken by an individual for the purpose
of serving in the state legislature, the salary which woul d have been
received for the position from which the |eave of absence was taken,
shall be considered as conpensation earnable if the enployee’s
contribution is paid by the enpl oyee and the enployer’s contributionis
paid by the enpl oyer or enpl oyee;

(C Assault pay only as authorized by RCW27.04. 100, 72.01. 045, and
72.09. 240;

(D) Conpensation that a nenber would have received but for a
disability occurring in the line of duty only as authorized by RCW
41. 40. 038;

(E) Conpensation that a nenber receives due to participationin the
| eave sharing program only as authorized by RCW 41.04.650 through
41.04.670; and

(F) Conpensation that a nenber receives for being in standby
st at us. For the purposes of this section, a nenber is in standby
status when not being paid for tine actually worked and the enpl oyer
requires the nenber to be prepared to report inmmediately for work, if
the need arises, although the need nmay not ari se.

(1i1) "Conpensation earnabl e" does not include:

(A) Renmuneration for wunused sick |eave authorized under RCW
41. 04. 340, 28A.400.210, or 28A. 310.490;

(B) Remuneration for unused annual |eave in excess of thirty days
as aut horized by RCW43.01. 044 and 43. 01. 041.

(b) "Conpensation earnable" for plan 2 and plan 3 nenbers, neans
salaries or wages earned by a nenber during a payroll period for
personal services, including overtinme paynents, and shal |l incl ude wages
and sal ari es deferred under provisions established pursuant to sections
403(b), 414(h), and 457 of the United States Internal Revenue Code, but

ESSB 6530. SL p. 4
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shal | excl ude nonnobney nmai ntenance conpensation and | unp sum or ot her
paynments for deferred annual sick |eave, unused accunul ated vacati on,
unused accunul ated annual |eave, or any form of severance pay.

"Conpensati on earnabl e" for plan 2 and plan 3 nenbers al so i ncl udes
the followng actual or inmputed paynents, which are not paid for
personal services:

(1) Retroactive paynments to an individual by an enployer on
rei nstatenment of the enployee in a position, or paynents by an enpl oyer
to an individual in lieu of reinstatenment in a position which are
awarded or granted as the equivalent of the salary or wage which the
i ndi vidual would have earned during a payroll period shall be
consi dered conpensation earnable to the extent provided above, and the
i ndi vi dual shall receive the equival ent service credit;

(1i) In any year in which a nenber serves in the |egislature, the
menber shall have the option of having such nenber’s conpensation
earnabl e be the greater of:

(A) The conpensation earnable the nenber would have received had
such nenber not served in the |legislature; or

(B) Such nenber’s actual conpensation earnable received for
nonl egi sl ati ve public enpl oynment and | egi sl ati ve servi ce conbi ned. Any
additional contributions to the retirenment system required because
conpensati on earnable under (b)(ii)(A) of this subsection is greater
t han conpensati on earnabl e under (b)(ii)(B) of this subsection shall be
paid by the nenber for both nenber and enpl oyer contri butions;

(1i1) Assault pay only as authorized by RCW27.04.100, 72.01.045,
and 72.09. 240;

(1v) Conpensation that a menber would have received but for a
disability occurring in the line of duty only as authorized by RCW
41. 40. 038;

(v) Conpensation that a nenber receives due to participationinthe
| eave sharing program only as authorized by RCW 41.04.650 through
41.04.670; and

(vi) Conpensation that a nenber receives for being in standby
st at us. For the purposes of this section, a nenber is in standby
status when not being paid for tine actually worked and the enpl oyer
requires the nenber to be prepared to report inmmediately for work, if
t he need arises, although the need may not ari se.

(9)(a) "Service" for plan 1 nenbers, except as provided in RCW
41. 40. 088, neans periods of enploynent in an eligible position or

p. 5 ESSB 6530. SL
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positions for one or nore enployers rendered to any enpl oyer for which
conpensation is paid, and includes tine spent in office as an el ected
or appointed official of an enployer. Conpensation earnable earned in
full time work for seventy hours or nore in any given cal endar nonth
shal |l constitute one service credit nonth except as provided in RCW
41. 40. 088. Conpensati on earnabl e earned for | ess than seventy hours in
any cal endar nonth shall constitute one-quarter service credit nonth of

service except as provided in RCW 41.40.088. Only service credit

mont hs and one-quarter service credit nonths shall be counted in the
conputation of any retirenent allowance or other benefit provided for

inthis chapter. Any fraction of a year of service shall be taken into
account in the conputation of such retirenment allowance or benefits.

Tinme spent in standby status, whether conpensated or not, is not

servi ce.

(i) Service by a state enpl oyee officially assigned by the state on
a tenporary basis to assist another public agency, shall be considered
as service as a state enployee: PROVIDED, That service to any other
public agency shall not be considered service as a state enployee if
such service has been used to establish benefits in any other public
retirenment system

(1i) An individual shall receive no nore than a total of twelve
service credit nonths of service during any cal endar year. I f an
i ndividual is enployed in an eligible position by one or nore enpl oyers
the individual shall receive no nore than one service credit nonth
during any cal endar nonth in which nultiple service for seventy or nore
hours i s rendered.

(ti1) Aschool district enpl oyee may count up to forty-five days of
sick | eave as creditable service solely for the purpose of determ ning
eligibility to retire under RCW 41.40.180 as authorized by RCW
28A. 400. 300. For purposes of plan 1 "forty-five days" as used in RCW
28A. 400.300 is equal to two service credit nonths. Use of |ess than
forty-five days of sick leave is creditable as allowed under this
subsection as foll ows:

(A) Less than twenty-two days equals one-quarter service credit
nmont h;

(B) Twenty-two days equals one service credit nonth;

(C© More than twenty-two days but |ess than forty-five days equal s
one and one-quarter service credit nonth.

ESSB 6530. SL p. 6
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(b) "Service" for plan 2 and plan 3 nenbers, neans periods of
enpl oynent by a nmenber in an eligible position or positions for one or
nmore enpl oyers for which conpensation earnable is paid. Conpensation
earnabl e earned for ninety or nore hours in any cal endar nonth shal
constitute one service credit nonth except as provided in RCW
41. 40. 088. Conpensati on earnabl e earned for at | east seventy hours but
| ess than ninety hours in any cal endar nonth shall constitute one-half
service credit nonth of service. Conpensation earnable earned for |ess
t han seventy hours in any cal endar nmonth shall constitute one-quarter
service credit nonth of service. Tine spent in standby status, whether
conpensated or not, is not service.

Any fraction of a year of service shall be taken into account in
the conputation of such retirenent all owance or benefits.

(1) Service in any state elective position shall be deened to be
full time service, except that persons serving in state elective
positions who are nenbers of the Wshington school enployees’
retirement system teachers’ retirenent system or |aw enforcenent
officers’ and fire fighters’ retirenent systemat the tine of election
or appoi ntnent to such position may el ect to continue nenbership in the
Washi ngt on school enployees’ retirenment system teachers’ retirenent
system or law enforcenent officers’ and fire fighters’ retirenent
system

(1i) A nmenber shall receive a total of not nore than twel ve service
credit nonths of service for such calendar year. |If an individual is
enployed in an eligible position by one or nore enployers the
i ndi vi dual shall receive no nore than one service credit nonth during
any cal endar nonth in which nmultiple service for ninety or nore hours
i s rendered.

(tit) Up to forty-five days of sick leave may be creditable as
service solely for the purpose of determning eligibility to retire
under RCW41. 40. 180 as aut horized by RCW 28A. 400. 300. For purposes of
plan 2 and plan 3 "forty-five days" as used i n RCW28A. 400. 300 i s equal
to two service credit nonths. Use of less than forty-five days of sick
| eave is creditable as allowed under this subsection as foll ows:

(A) Less than el even days equal s one-quarter service credit nonth;

(B) Eleven or nore days but less than twenty-two days equal s one-
hal f service credit nonth;

(© Twenty-two days equals one service credit nonth;

p. 7 ESSB 6530. SL
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(D) More than twenty-two days but less than thirty-three days
equal s one and one-quarter service credit nonth;

(E) Thirty-three or nore days but less than forty-five days equals
one and one-half service credit nonth.

(10) "Service credit year" neans an accunulation of nonths of
service credit which is equal to one when divided by twelve.

(11) "Service credit nonth" nmeans a nonth or an accunul ati on of
nmont hs of service credit which is equal to one.

(12) "Prior service" neans all service of an original nmenber
rendered to any enployer prior to Cctober 1, 1947.

(13) "Menbership service" neans:

(a) Al service rendered, as a nenber, after October 1, 1947;

(b) Al service after Cctober 1, 1947, to any enployer prior to the
time of its adm ssion into the retirenment system for which nenber and
enpl oyer contributions, plus interest as required by RCW 41.50.125
have been paid under RCW 41.40. 056 or 41.40. 057,

(c) Service not to exceed six consecutive nonths of probationary
service rendered after April 1, 1949, and prior to becom ng a nenber,
in the case of any nenber, upon paynment in full by such nmenber of the
total amount of the enployer’s contribution to the retirenment fund
whi ch would have been required under the law in effect when such
probationary service was rendered if the nmenber had been a nenber
during such period, except that the anount of the enployer’s
contribution shall be calculated by the director based on the first
mont h’ s conpensati on earnabl e as a nenber;

(d) Service not to exceed six consecutive nonths of probationary
service, rendered after Cctober 1, 1947, and before April 1, 1949, and
prior to becom ng a nenber, in the case of any nenber, upon paynent in
full by such nmenber of five percent of such nenber’s salary during said
period of probationary service, except that the anmount of the
enpl oyer’s contribution shall be calculated by the director based on
the first nonth’s conpensati on earnable as a nenber.

(14)(a) "Beneficiary" for plan 1 nenbers, neans any person in
recei pt of aretirenent all owance, pension or other benefit provided by
this chapter.

(b) "Beneficiary" for plan 2 and plan 3 nenbers, neans any person
inreceipt of aretirenent allowance or other benefit provided by this
chapter resulting from service rendered to an enployer by another
per son.

ESSB 6530. SL p. 8
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(15) "Regular interest"” means such rate as the director may
det erm ne

(16) "Accunul ated contri butions” neans the sumof all contributions
standing to the credit of a nmenber in the nenber’s individual account,
i ncludi ng any anount paid under RCW 41.50.165(2), together with the
regul ar interest thereon.

(17)(a) "Average final conpensation" for plan 1 nmenbers, neans the
annual average of the greatest conpensati on earnabl e by a nenber during
any consecutive two year period of service credit nonths for which
service credit is allowed; or if the nenber has | ess than two years of
service credit nonths then the annual average conpensation earnable
during the total years of service for which service credit is allowed.

(b) "Average final conpensation"” for plan 2 and plan 3 nenbers,
nmeans the nenber’s average conpensation earnable of the highest
consecutive sixty nonths of service credit nonths prior to such
menber’s retirenent, termnation, or death. Periods constituting
aut hori zed | eaves of absence nmay not be used in the calculation of
average final conpensation except under RCW41.40.710(2).

(18) "Final conpensation” nmeans the annual rate of conpensation
earnable by a nenber at the tine of term nation of enploynent.

(19) "Annuity" nmeans paynments for life derived from accumul ated
contributions of a nenber. Al annuities shall be paid in nonthly
i nstall nents.

(20) "Pension" nmeans paynents for |ife derived fromcontributions
made by the enployer. All pensions shall be paid in nonthly
i nstall nents.

(21) "Retirenment allowance" neans the sum of the annuity and the
pensi on.

(22) "Enpl oyee" or "enployed' neans a person who is providing
services for conpensation to an enployer, unless the person is free
fromthe enployer’s direction and control over the perfornmance of work.
The departnment shall adopt rules and interpret this subsection
consistent with conmon | aw.

(23) "Actuarial equivalent” neans a benefit of equal value when
conput ed upon the basis of such nortality and other tables as may be
adopted by the director.

(24) "Retirenment" nmeans wthdrawal from active service with a
retirement all owance as provided by this chapter.

(25) "Eligible position" neans:

p. 9 ESSB 6530. SL
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(a) Any position that, as defined by the enployer, normally
requires five or nore nonths of service a year for which regular
conpensation for at |east seventy hours is earned by the occupant
t her eof . For purposes of this chapter an enployer shall not define
"position"” in such a manner that an enployee’s nonthly work for that
enpl oyer is divided into nore than one position;

(b) Any position occupied by an elected official or person
appointed directly by the governor, or appointed by the chief justice
of the supreme court under RCW 2.04.240(2) or 2.06.150(2), for which
conpensation i s paid.

(26) "lneligible position" nmeans any position which does not
conform with the requirenents set forth in subsection (25) of this
section.

(27) "Leave of absence" neans the period of time a nenber is
aut horized by the enployer to be absent from service w thout being
separated from nmenbershi p.

(28) "Totally incapacitated for duty" neans total inability to
performthe duties of a nenber’s enpl oynent or office or any ot her work
for which the menber is qualified by training or experience.

(29) "Retiree" nmeans any person who has begun accruing a retirenent
al l omance or other benefit provided by this chapter resulting from
service rendered to an enpl oyer while a nenber.

(30) "Director” neans the director of the departnent.

(31) "State elective position" nmeans any position held by any
person elected or appointed to state-wide office or elected or
appoi nted as a nenber of the |egislature.

(32) "State actuary"™ or "actuary" neans the person appointed
pursuant to RCW 44. 44.010(2).

(33) "Plan 1" neans the public enployees’ retirenment system plan
1 providing the benefits and fundi ng provisions covering persons who
first becanme nenbers of the systemprior to October 1, 1977.

(34) "Plan 2" neans the public enployees’ retirenment system plan
2 providing the benefits and funding provisions covering persons who
first becane nenbers of the systemon and after October 1, 1977, and
are not included in plan 3.

(35) "Plan 3" neans the public enployees’ retirenent system plan
3 providing the benefits and fundi ng provisions covering persons who:

(a) First becone a nenber on or after

ESSB 6530. SL p. 10
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(i) March 1, 2002, and are enployed by a state agency or institute

of hi gher education and who did not choose to enter plan 2; or
(ii) Septenber 1, 2002, and are enployed by other than a state

agency or institute of higher education and who did not choose to enter

plan 2; or

(b) Transferred to plan 3 under section 304 of this act.

(36) "Index" neans, for any calendar year, that year’s annua
aver age consuner price index, Seattle, Washington area, for urban wage
earners and clerical workers, all itens, conpiled by the bureau of
| abor statistics, United States departnent of |abor.

((36))) (37) "Index A" neans the index for the year prior to the
determ nation of a postretirenment adjustment.

((634)) (38) "Index B" neans the index for the year prior to index

A

((38))) (39) "Index year" neans the earliest calendar year in
which the index is nore than sixty percent of index A

((39))) (40) "Adjustnent ratio" neans the val ue of i ndex A divided
by i ndex B.

((£46))) (41) "Annual increase" neans, initially, fifty-nine cents
per nmont h per year of service which amount shall be increased each July
1st by three percent, rounded to the nearest cent.

((4Y))) (42) "Separation from service" occurs when a person has
termnated all enploynent with an enpl oyer

(43) "Menber account" or "nenber’s account” for purposes of plan 3
neans the sumof the contributions and earni ngs on behalf of the nenber

in the defined contribution portion of plan 3.

Sec. 103. RCW 41.40.042 and 1991 ¢ 35 s 89 are each anended to
read as foll ows:

The deductions from the conpensation of nenbers, provided for in
RCW41. 40. 330 ((e+41+406-650)), 41.45. 060, 41.45.061, or section 507 of

this act, shall be nmade notw t hstanding that the m ni num conpensati on
provided for by law for any nmenber shall be reduced thereby. Every
menber shall be deened to consent and agree to the deductions nmade and
provided for in this chapter and receipt in full for his or her salary
or conpensation, and paynent |ess the deductions shall be a full and
conpl ete di scharge and acqui ttance of all clains and demands what soever
for the services rendered by the person during the period covered by
the paynent, except as to benefits provided for under this chapter.

p. 11 ESSB 6530. SL
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Sec. 104. RCW 41.40.054 and 1997 ¢ 103 s 3 are each anended to
read as foll ows:

A menber shall not receive a disability retirenent benefit under
RCW 41.40. 200, 41.40.220, 41.40.230, 41.40.235, 41.40.250, ((eF))
41.40.670, _or section 310 of this act if the disability is the result
of crimnal conduct by the nmenmber commtted after April 21, 1997.

Sec. 105. RCW 41. 40. 057 and 1995 c 286 s 3 are each anended to
read as foll ows:

(1) This section applies to the establishnent of nenbership service
with enployers admtted to the retirenent systemafter July 23, 1995.

(2) For current enployees, nenbership service may be established
for periods of enployment with an enployer prior to the enployer’s
adm ssion into the retirenent systemby nmaeki ng the paynents required by
this section.

The enpl oyer must sel ect one of the options in this subsection and
apply it uniformy, except as provided in subsection (3) of this
section. The required paynment shall include the total nenber and
enpl oyer contributions that woul d have been required fromthe date of
each current nmenber’s hire.

(a) Option A. The enployer nmakes all the required paynents within
fifteen years fromthe date of the enployer’s adm ssion

(b) Option B: The enployer makes a portion of the required
paynents and the nenber pays the bal ance. The enployer shall not be
required to make its paynents until the nmenber has made his or her
paynents. Each menber shall have the option to purchase the nenbership
servi ce.

(c) Option C.  The menber makes all of the required paynents. Each
menber shall have the option to purchase the nenbership service.

Al paynents under options B and C of this subsection nust be
conpleted within five years fromthe date of the enployer’s adm ssion
or prior to the retirenent of the nenber, whichever occurs sooner. A
menber may not recei ve nenbership service credit under option B or C of
this subsection until all required paynents have been nade.

(3) An enployer shall not be required to purchase nenbership
service under option A or B for periods of enploynent for which the
enpl oyer made contributions to a qualified retirenent plan as defined
by 26 U S.C. Sec. 401(a), if the contributions plus interest accrued
cannot be transferred to the retirenent system |If the enployer does
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not purchase the nenbership credit under this subsection, the nenber
may purchase the nenbership service under subsection (2)(c) of this
section.

(4) A former enployee who is an active nenber of the systemand is
not covered by subsection (2) of this section may establish nmenbership
servi ce by maki ng the required paynents under subsection (2)(c) of this
section prior to the retirenent of the nenber.

(5 Al paynents nade by the nenber under this section shall be
pl aced in the nenber’s individual account in the nenbers’ savings fund
or the nmenber’s account for those nenbers entering plan 3.

Sec. 106. RCWA41.40.062 and 1998 c 341 s 602 are each anended to
read as foll ows:

(1) The nenbers and appointive and elective officials of any
political subdivision or association of political subdivisions of the
state may becone nenbers of the retirenment system by the approval of
the local |egislative authority.

(2) On and after Septenber 1, 1965, every school district of the
state of Washington shall be an enployer under this chapter. Every
menber of each school district who is eligible for menbershi p under RCW
41. 40. 023 shal | be a nenber of the retirenment systemand partici pate on
the sane basis as a person who first beconmes a nenber through the
adm ssi on of any enployer into the retirenment systemon and after Apri
1, 1949, except that after August 31, 2000, school districts will no
| onger be enpl oyers for the public enployees’ retirenment systemplan 2

or plan 3.

Sec. 107. RCWA41.40.088 and 1998 c 341 s 603 are each anended to
read as foll ows:

(1) A plan 1 menber who is enployed by a school district or
districts, an educational service district, the state school for the
deaf, the state school for the blind, institutions of higher education,
or community coll eges:

(a) Shall receive a service credit nonth for each nonth of the
period from Sept enber through August of the follow ng year if he or she
is enployed in an eligible position, earns conpensation earnable for
six hundred thirty hours or nore during that period, and is enpl oyed
during nine nonths of that period, except that a menber may not receive

p. 13 ESSB 6530. SL
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credit for any period prior to the nenber’s enploynent in an eligible
position;

(b) If a menber in an eligible position does not neet the
requi renents of (a) of this subsection, the nenber is entitled to a
service credit nonth for each nonth of the period he or she earns
earnabl e conpensation for seventy or nore hours; and the nenber is
entitled to a one-quarter service credit nmonth for those cal endar
nmont hs during whi ch he or she earned conpensation for | ess than seventy
hour s.

(2) Except for any period prior to the nmenber’s enploynent in an
eligible position, a plan 2 or plan 3 nenber who is enployed by a
school district or districts, an educational service district, the
state school for the blind, the state school for the deaf, institutions
of higher education, or community coll eges:

(a) Shall receive a service credit nonth for each nonth of the
period from Sept enber through August of the follow ng year if he or she
is enployed in an eligible position, earns conpensation earnable for
ei ght hundred ten hours or nore during that period, and is enployed
during nine nonths of that period;

(b) If a nmenber in an eligible position for each nonth of the
period from Septenber through August of the follow ng year does not
nmeet the hours requirenents of (a) of this subsection, the nenber is
entitled to one-half service credit nonth for each nonth of the period
if he or she earns earnable conpensation for at |east six hundred
thirty hours but |ess than ei ght hundred ten hours during that period,
and is enployed nine nonths of that period.

(c) In all other instances, a nenber in an eligible position is
entitled to service credit nonths as foll ows:

(1) One service credit nonth for each nonth in which conpensation
is earned for ninety or nore hours;

(i1i) One-half service credit nmonth for each nmonth in which
conpensation is earned for at |east seventy hours but |ess than ninety
hours; and

(1i1) One-quarter service credit nonth for each nonth in which
conpensation is earned for |ess than seventy hours.

(d) After August 31, 2000, school districts and educational service
districts will no longer be enployers for the public enployees’
retirement systemplan 2 or plan 3.

(3) The departnent shall adopt rules inplenenting this section.

ESSB 6530. SL p. 14
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Sec. 108. RCW41.40.092 and 1983 ¢ 81 s 3 are each anended to read
as follows:

(1) Active nmenbers of the Washington state patrol retirenent system
who have previously established service credit in the public enpl oyees’
retirement system plan 1 or plan 2 while enployed by the state patrol
as a cadet as defined in RCW 43.43.120(6)(b) nmay have such service
credit transferred to the state patrol retirenment systemsubject to the
terms and conditions specified in chapter 43.43 RCW including
reestabli shnment of such service for the sole purpose of transfer.
Service reestablishnment shall be subject to the interest requirenments
of RCW 41. 40. 150(2).

(2) Service credit established for enploynent other than that
specified in subsection (1) of this section is not eligible for
transfer.

NEW SECTI ON. Sec. 109. RCW 41.40.094 is decodifi ed.

"PUBLI C EMPLOYEES RETI REMENT SYSTEM PLAN 2"

Sec. 201. RCW 41. 40. 610 and 1991 c¢ 35 s 97 are each anended to
read as foll ows:

RCW 41. 40. 620 t hrough ((43-406-—+740)) 41.40.750 shall apply only to
pl an 2 nmenbers.

NEW SECTI ON\. Sec. 202. RCW 41. 40. 650 (Enployer and nenber
contributions) and 1989 ¢ 273 s 24, 1986 c 268 s 6, 1984 c 184 s 12, &
1977 ex.s. ¢ 295 s 6 are each repeal ed.

"PUBLI C EMPLOYEES RETI REMENT SYSTEM PLAN 3"

NEW SECTI ON.  Sec. 301. (1) Sections 301 through 316 of this act
apply only to plan 3 nenbers.

(2) Plan 3 consists of two separate elenents: (a) A defined
benefit portion covered under this subchapter; and (b) a defined
contribution portion covered under chapter 41.34 RCW

(3) Unless otherw se specified, all references to "plan 3" in this
subchapter refer to the defined benefit portion of plan 3.
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NEW_ SECTI O\ Sec. 302. (1) Al enployees who first becone
enpl oyed by an enployer in an eligible position on or after March 1,
2002, for state agencies or institutes of higher education, or
Septenber 1, 2002, for other enployers, shall have a period of ninety
days to nake an irrevocabl e choice to becone a nenber of plan 2 or plan
3. At the end of ninety days, if the nenber has not nmade a choice to
beconme a nenber of plan 2, he or she becones a nenber of plan 3.

(2) For admnistrative efficiency, until a menber elects to becone
a nenber of plan 3, or becones a nenber of plan 3 by default pursuant
to subsection (1) of this section, the nmenber shall be reported to the
departnment in plan 2, with nenber and enpl oyer contributions. Upon
becomi ng a nenber of plan 3 by election or by default, all service
credit shall be transferred to the nmenber’s plan 3 defined benefit, and
all enployee accunul ated contributions shall be transferred to the
menber’s plan 3 defined contribution account.

NEW SECTI ON. Sec. 303. (1) A nmenber of the retirenent system
shall receive a retirenent allowance equal to one percent of such
menber’s average final conpensation for each service credit year

(2) The retirenent all owance payabl e under section 309 of this act
to a nenber who separates after having conpleted at |east twenty
service credit years shall be increased by twenty-five one-hundredths
of one percent, conpounded for each nonth fromthe date of separation
to the date that the retirenment all owance comences.

NEW SECTION.  Sec. 304. (1) As used in this section, unless the
context clearly requires otherw se:

(a) "Transfer period" neans the tine during which a nenber of one
of the groups of plan 2 nenbers identified in subsection (2) of this
section may choose to irrevocably transfer fromplan 2 to plan 3.

(b) "Transfer basis" neans the accunul ated contri butions present in
a nmenber’s savings fund on March 1, 2002, less fifty percent of any
contributions made pursuant to RCW41. 50. 165(2), which is the basis for
calculation of the plan 2 to plan 3 additional transfer paynent.

(c) "Additional transfer paynent date" nmeans June 1, 2003, the date
of the additional transfer paynent nmade accordi ng to subsection (6) of
this section.

ESSB 6530. SL p. 16
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(2) Every plan 2 nenber enployed by an enployer in an eligible
position has the option during their transfer period to nake an
irrevocable transfer to plan 3 according to the foll ow ng schedul e:

(a) For those nmenbers enpl oyed by state agencies and institutes of
hi gher education the transfer period neans the period between March 1,
2002, and Septenber 1, 2002.

(b) For those nenbers enpl oyed by ot her organi zations the transfer
period neans the period between Septenber 1, 2002, and June 1, 200S3.

(c) For those nenbers enpl oyed by nore t han one enpl oyer within the
retirement system and whose transfer period is different between one
enpl oyer and another, the nenber’s transfer period is the | ast period
that is available from any of that nenber’s enployers within the
retirenment system

(3) Al service credit in plan 2 shall be transferred to the
defined benefit portion of plan 3.

(4)(a) Anyone who first becane a state or hi gher education nenber
of plan 2 before March 1, 2002, or a |l ocal governnent nenber of plan 2
bef ore Septenber 1, 2002, who wi shes to transfer to plan 3 after their
transfer period may transfer during the nonth of January in any
follow ng year, provided that the nenber earns service credit for that
nont h.

(b) Anyone who chose to becone a state or hi gher education nenber
of plan 2 on or after March 1, 2002, or a |ocal governnment nenber of
plan 2 on or after Septenmber 1, 2002, is prohibited fromtransferring
to plan 3 under (a) of this subsection.

(5) The accumul ated contributions in plan 2, less fifty percent of
any contributions nmade pursuant to RCW 41.50.165(2) shall be
transferred to the nmenber’s account in the defined contribution portion
established in chapter 41.34 RCW pursuant to procedures devel oped by
the departnent and subject to RCW 41.34.090. Contri butions nade
pursuant to RCW 41.50.165(2) that are not transferred to the nenber’s
account shall be transferred to the fund created in RCW41.50.075(3),
except that interest earned on all such contributions shall be
transferred to the nenber’s account.

(6) Anyone who requests to transfer under this section during their
transfer period, and establishes service credit for February 2003
shal | have their nenber account:

p. 17 ESSB 6530. SL
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(a) If a menber’s transfer period is that described in subsection
(2)(a) of this section, increased by one hundred ten percent of the
transfer basis;

(b) If a nmenber’s transfer period is that described in subsection
(2)(b) of this section, increased by one hundred el even percent of the
transfer basis; and

(c) Deposited into the nenber’s individual account on the
addi tional transfer paynent date.

(7) I'f a menber who requests to transfer dies before June 1, 2003,
the additional paynent provided by this section shall be paid to the
menber’s estate, or the person or persons, trust, or organi zation the
menber nom nated by witten designation duly executed and filed with
t he departnent.

(8) Anyone previously retired from plan 2 is prohibited from
transferring to plan 3.

(9) The legislature reserves the right to discontinue the right to
transfer under this section and to nodify and to di scontinue the right
to an additional paynent under this section for any plan 2 nenbers who
have not previously transferred to plan 3.

NEW SECTI ON. Sec. 305. Any nmenber or beneficiary eligible to
receive a retirenent allowance under the provisions of section 309,
310, or 312 of this act is eligible to comence receiving a retirenent
al l omance after having filed witten application with the departnent.

(1) Retirenment allowances paid to nenbers shall accrue from the
first day of the calendar nonth imrediately follow ng such nenber’s
separation from enpl oynent.

(2) Retirement all owances payable to eligible nenbers no | onger in
service, but qualifying for such an all owance pursuant to RCW41. 40. 068
shall accrue from the first day of the calendar nonth imrediately
foll ow ng such qualification

(3) Disability allowances paid to disabled nenbers shall accrue
fromthe first day of the calendar nonth imediately follow ng such
menber’ s separation fromenpl oynent for disability.

(4) Retirenent allowances paid as death benefits shall accrue from
the first day of the calendar nonth i mredi ately foll owi ng the nenber’s
deat h.
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NEW SECTION. Sec. 306. (1) A nenber who is on a paid | eave of
absence authorized by a nenber’s enployer shall continue to receive
service credit.

(2) A nenber who receives conpensation froman enpl oyer while on an
aut hori zed | eave of absence to serve as an elected official of a |abor
organi zation, and whose enployer is reinbursed by the |[|abor
organi zation for the conpensation paid to the nenber during the period
of absence, may al so be considered to be on a paid | eave of absence.
This subsection shall only apply if the nenber’s |eave of absence is
aut hori zed by a coll ective bargai ning agreenment that provides that the
menber retains seniority rights with the enpl oyer during the period of
| eave. The earnabl e conpensation reported for a nmenber who establishes
service credit under this subsection may not be greater than the salary
paid to the highest paid job class covered by the collective bargai ni ng
agr eement .

(3) Except as specified in subsection (4) of this section, a nenber
shall be eligible to receive a maximum of two years service credit
during a nenber’s entire working career for those peri ods when a nenber
is on an unpaid |eave of absence authorized by an enployer. Such
credit may be obtained only if:

(a) The nenber mekes the contribution on behalf of the enpl oyer,
plus interest, as determ ned by the departnent; and

(b) The nmenber makes the enpl oyee contribution, plus interest, as
determ ned by the departnent, to the defined contribution portion.

The contributions required shall be based on the average of the
nmenber’ s ear nabl e conpensation at both the tinme the authorized | eave of
absence was granted and the tinme the nenber resunmed enpl oynent.

(4) A nmenber who |eaves the enploy of an enployer to enter the
armed forces of the United States shall be entitled to retirenent
system service credit for up to five years of mlitary service if
wi thin ninety days of the nenber’s honorabl e di scharge fromthe United
States arnmed forces, the nenber applies for reenploynent with the
enpl oyer who enployed the nenber imediately prior to the nenber
entering the United States arned forces. This subsection shall be
admnistered in a manner consistent with the requirements of the
federal uniformed services enploynment and reenpl oynent rights act.

The departnent shall establish the nenber’s service credit and
shall bill the enployer for its contribution required under RCW
41.45.060 and section 507 of this act for the period of mlitary
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service, plus interest as determ ned by the departnent. Service credit
under this subsection nmay be obtained only if the nenber nakes the
enpl oyee contri bution to the defined contribution portion as determ ned
by the departnent.

The contributions required shall be based on the conpensation the
menber would have earned if not on leave, or if that cannot be
estimated with reasonabl e certainty, the conpensation reported for the
menber in the year prior to when the nenber went on mlitary | eave.

NEW SECTI ON. Sec. 307. (1) Contributions on behalf of the
enpl oyer paid by the enpl oyee to purchase plan 3 service credit shal
be allocated to the defined benefit portion of plan 3 and shall not be
refundable when paid to the fund described in RCW 41.50.075(3).
Contributions on behalf of the enployee shall be allocated to the
menber account. If the nenber fails to neet the statutory tine
[imtations to purchase plan 3 service credit, it may be purchased
under the provisions of RCW 41.50.165(2). One-half of the purchase
paynments under RCW 41.50.165(2), plus interest, shall be allocated to
t he nmenber’s account.

(2) No purchased plan 3 nmenbership service may be credited unti
all paynents required of the nenber are nade, with interest. Upon
recei pt of all paynments owed by the nenber, the departnent shall bill
t he enpl oyer for any contributions, plus interest, required to purchase
menber shi p servi ce.

NEW SECTI ON.  Sec. 308. (1) The director nmay pay a nenber eligible
to receive a retirenent allowance or the nmenber’s beneficiary a |unp
sumpaynent in lieu of a nonthly benefit if the initial nonthly benefit
woul d be | ess than one hundred dollars. The one hundred dollar limt
shal |l be increased annually as determned by the director. The |lunp
sum paynment shall be the actuarial equivalent of the nonthly benefit.

(2) Persons covered under the provisions of subsection (1) of this
section nmay upon returning to nmenber status reinstate all previous
service by depositing the |lunp sum paynent received, with interest as
conputed by the director, within two years of returning to service or
prior to retiring again, whichever conmes first. In conputing the
anount due, the director shall exclude the accunul ated value of the
normal paynents the nenber would have received while in beneficiary
status if the lunp sum paynent had not occurred.
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(3) Any nenber who receives a settlenment under this section is
deened to be retired fromthis system

NEW SECTI ON..  Sec. 309. (1) NORVAL RETI REMENT. Any menber who is
at | east age sixty-five and who has:

(a) Conpleted ten service credit years; or

(b) Conmpleted five service credit years, including twelve service
credit nonths after attaining age fifty-four; or

(c) Conpleted five service credit years by the transfer paynent
date specified in section 304 of this act, under the public enpl oyees’
retirement system plan 2 and who transferred to plan 3 under section
304 of this act;
shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of section 303 of this act.

(2) EARLY RETI REMENT. Any nenber who has attained at |east age
fifty-five and has conpleted at |east ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of section 303 of this act, except that a
menber retiring pursuant to this subsection shall have the retirenent
al l onance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attainment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT. Any nmenber who has conpl eted at
| east thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of section 303 of this act, except that a
menber retiring pursuant to this subsection shall have the retirenent
al | owance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

NEW SECTI ON..  Sec. 310. (1) A nenber of the retirement system who
becones totally incapacitated for continued enpl oynent by an enpl oyer
as determned by the departnent shall be eligible to receive an
al | onance under the provisions of plan 3. The nenber shall receive a
mont hly di sability all owance conputed as provided for in section 303 of
this act and shall have this allowance actuarially reduced to refl ect
the difference in the nunber of years between age at disability and the
attai nment of age sixty-five.
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Any nmenber who receives an allowance under the provisions of this
section shall be subject to conprehensive nedical exam nations as
requi red by the departnent. |If these nedical exam nations reveal that
a menber has recovered from the incapacitating disability and the
menber is offered reenploynent by an enployer at a conparable
conpensation, the nenber shall cease to be eligible for the all owance.

(2) If the recipient of a nonthly retirenent allowance under this
section dies, any further benefit paynments shall be conditioned by the
paynment option selected by the retiree as provided in section 314 of
this act.

NEW SECTI ON.  Sec. 311. (1) Any nenber who elects to transfer to
plan 3 and has eligible unrestored withdrawn contributions in plan 2,
may restore such contributions under the provisions of RCW 41.40. 740
wth interest as determ ned by the departnent. The restored plan 2
service credit wll be automatically transferred to plan 3.
Restoration paynents will be transferred to the nenber account in plan
3. If the nenber fails to neet the tine limtations of RCW41. 40. 740,
they may restore such contributions under the provisions of RCW
41.50.165(2). The restored plan 2 service credit will be automatically
transferred to plan 3. One-half of the restoration paynents under RCW
41.50.165(2) plus interest shall be allocated to the nenber’s account.

(2) Any nmenber who elects to transfer to plan 3 may purchase plan
2 service credit under RCW41. 40. 740. Purchased plan 2 service credit
will be automatically transferred to plan 3. Contributions on behalf
of the enployer paid by the enployee shall be allocated to the defined
benefit portion of plan 3 and shall not be refundabl e when paid to the
fund described in RCW 41.50. 075(3). Contributions on behalf of the
enpl oyee shall be allocated to the nenber account. |If the nenber fails
to neet the time limtations of RCW 41.40.740, they may subsequently
restore such contributions under the provisions of RCW 41.50.165(2).
Purchased plan 2 service credit will be automatically transferred to
plan 3. One-half of the paynents under RCW 41.50.165(2), plus
interest, shall be allocated to the nenber’s account.

NEW SECTI ON.  Sec. 312. If a nmenber dies prior to retirenent, the
surviving spouse or eligible child or children shall receive a
retirement allowance conputed as provided in section 303 of this act
actuarially reduced to reflect a joint and one hundred percent survivor
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option and if the nenber was not eligible for normal retirenent at the
date of death a further reduction as described in section 309 of this
act .

| f the surviving spouse who is receiving the retirenent allowance
dies leaving a child or children under the age of majority, then such
child or children shall continue to receive an allowance in an anount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority.

| f there is no surviving spouse eligible to receive an all owance at
the tinme of the nmenber’s death, such nenber’s child or children under
the age of mapjority shall receive an all owance, share and share alike.
The al l owance shall be calculated with the assunption that the age of
t he spouse and nenber were equal at the tine of the nenber’s death.

NEW SECTI ON. Sec. 313. Begi nning July 1, 1979, and every year
thereafter, the departnent shall determine the follow ng information
for each retired nenber or beneficiary whose retirenment all owance has
been in effect for at |east one year:

(1) The original dollar anmpbunt of the retirenment all owance;

(2) The index for the cal endar year prior to the effective date of
the retirenent allowance, to be known as "index A";

(3) The index for the calendar year prior to the date of
determ nation, to be known as "index B"; and

(4) The ratio obtained when index B is divided by index A

The value of the ratio obtained shall be the annual adjustnent to
the original retirenent allowance and shall be applied beginning with
the July paynent. 1In no event, however, shall the annual adjustnent:

(a) Produce a retirenent all owance which is | ower than the original
retirement all owance;

(b) Exceed three percent in the initial annual adjustnent; or

(c) Differ fromthe previous year’s annual adjustnent by nore than
t hree percent.

For the purposes of this section, "index" neans, for any cal endar
year, that year’s average consuner price index--Seattle, Wshington
area for urban wage earners and clerical workers, all itenms, conpiled

by the bureau of |abor statistics, United States departnent of |abor.
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NEW_ SECTI O\ Sec. 314. (1) Upon retirenment for service as
prescribed in section 309 of this act or retirenment for disability
under section 310 of this act, a nenber shall elect to have the
retirement allowance paid pursuant to one of the follow ng options,
calculated so as to be actuarially equivalent to each other.

(a) Standard all owance. A menber electing this option shall
receive a retirenent allowance payabl e t hroughout such nenber’s life.
However, if the retiree dies before the total of the retirenent

al l owance paid to such retiree equals the anpbunt of such retiree’s
accunul ated contributions at the tinme of retirenent, then the bal ance
shal|l be paid to the nenber’s estate, or such person or persons, trust,
or organization as the retiree shall have nomnated by witten
desi gnation duly executed and filed wth the departnent; or if there be
no such designated person or persons still living at the tinme of the
retiree’s death, then to the surviving spouse; or if there be neither
such desi gnat ed person or persons still living at the tine of death nor
a surviving spouse, then to the retiree’s legal representative.

(b) The departnent shall adopt rules that allow a nenber to sel ect
aretirenment option that pays the nenber a reduced retirenent all owance
and upon death, such portion of the nenber’s reduced retirenent
al l onance as the departnment by rule designates shall be continued
t hroughout the life of and paid to a person nom nated by the nenber by
witten designation duly executed and filed with the departnent at the
time of retirenent. The options adopted by the departnent shal
include, but are not limted to, a joint and one hundred percent
survivor option and a joint and fifty percent survivor option.

(2)(a) A nmenber, if married, nust provide the witten consent of
his or her spouse to the option selected under this section, except as
provided in (b) of this subsection. |[If a nenber is married and both
the nmenber and the nenber’s spouse do not give witten consent to an
option under this section, the departnent shall pay a joint and fifty
percent survivor benefit calculated to be actuarially equivalent to the
benefit options avail abl e under subsection (1) of this section unless
spousal consent is not required as provided in (b) of this subsection.

(b) If a copy of a dissolution order designating a survivor
beneficiary under RCW41.50. 790 has been filed with the departnent at
| east thirty days prior to a nenber’s retirenment:

(1) The departnment shall honor the designation as if made by the
menber under subsection (1) of this section; and
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(1i) The spousal consent provisions of (a) of this subsection do
not apply.

NEW SECTI ON.  Sec. 315. (1) Except as provided in RCW41. 40. 037,
no retiree under the provisions of plan 3 shall be eligible to receive
such retiree’s nonthly retirenment allowance if he or she is enployed in
an eligible position as defined in RCW 41.40.010, 41.32.010, or
41. 35. 010, or as a law enforcenent officer or fire fighter as defined
in RCW41. 26. 030, except that a retiree who ends his or her nmenbership
inthe retirenment systempursuant to RCW41. 40. 023(3)(b) is not subject
to this section if the retiree’s only enploynment is as an elective
official of a city or town.

(2) If aretiree’s benefits have been suspended under this section,
his or her benefits shall be reinstated when the retiree term nates the
enpl oynent that caused his or her benefits to be suspended. Upon
reinstatenent, the retiree’s benefits shall be actuarially reconputed
pursuant to the rul es adopted by the departnent.

(3) The departnent shall adopt rules inplenenting this section.

NEW SECTI ON.  Sec. 316. The benefits provided pursuant to chapter

., Laws of 2000 (this act) are not provided to enployees as a
matter of contractual right prior to March 1, 2002. The |egislature
retains the right to alter or abolish these benefits at any tinme prior
to March 1, 2002.

NEW SECTI ON.  Sec. 317. Sections 301 through 316 of this act are
each added to chapter 41.40 RCW and codified with the subchapter
headi ng "PLAN 3."

" DEFI NED CONTRI BUTI ON!

Sec. 401. RCW41.34.020 and 1998 c 341 s 301 are each anended to
read as foll ows:

As used in this chapter, the followng terns have the neanings
i ndi cat ed:

(1) "Actuary" neans the state actuary or the office of the state
actuary.

(2) "Board" neans t he enpl oyee retirenent benefits board authori zed
in chapter 41.50 RCW
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(3) "Departnent” neans the departnent of retirenent systens.

(4)(a) "Conpensation" for teachers for purposes of this chapter is
the sane as "earnable conpensation” for plan 3 in chapter 41.32 RCW
except that the conpensation nmay be reported when paid, rather than
when ear ned.

(b) "Conpensation" for classified enployees for purposes of this
chapter is the sane as "conpensation earnable" for plan 3 in RCW
41. 35. 010, except that the conpensation may be reported when paid,
rat her than when earned.

(c) "Conpensation" for public enployees for purposes of this
chapter is the sane as "conpensation earnable" for plan 3 in RCW
41.40. 010, except that the conpensation may be reported when paid,
rat her than when earned.

(5) (a) "Enployer" for teachers for purposes of this chapter neans
the same as "enployer"” for plan 3 in chapter 41.32 RCW

(b) "Enployer" for classified enployees for purposes of this
chapter neans the sane as "enployer” for plan 3 in RCW41. 35. 010.

(c) "Enployer" for public enployees for purposes of this chapter
neans the sane as "enployer"” for plan 3 in RCW41. 40.010.

(6) "Menber" nmeans any enployee included in the nenbership of a
retirement system as provided for in chapter 41.32 RCW of plan 3
((er)), chapter 41.35 RCWof plan 3, or chapter 41.40 RCWof plan 3.

(7) "Menber account” or "nenber’s account” neans the sum of the
contributions and earnings on behalf of the nenber.

(8) "Retiree" means any nenber in receipt of an all owance or ot her
benefit provided by this chapter resulting fromservice rendered to an
enpl oyer by such nenber.

(9) "Teacher" nmeans a nenber of the teachers’ retirenent system
plan 3 as defined in RCWA41.32.010(29).

(10) "d assified enpl oyee" neans a nenber of the school enpl oyees’
retirement systemplan 3 as defined in RCW41. 35. 010.

(11) "Public enployee" neans a nenber of the public enployees
retirenent systemplan 3 as defined in RCWA41. 40. 010.

Sec. 402. RCWA41.34.030 and 1998 c 341 s 302 are each anended to
read as foll ows:

(1) This chapter applies only to nenbers of plan 3 retirenent
systens created under chapters 41.32 ((and)), 41.35, and 41.40 RCW

(2) Plan 3 consists of two separate el enents:
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(a) A defined benefit portion covered under:

(i) Sections 101 through 117, chapter 239, Laws of 1995; or

(1i) Sections 1 through 25 and 201 through 213, chapter 341, Laws
of 1998; or

(iii) Sections 101 through 316, chapter . . ., laws of 2000
(sections 101 through 316 of this act); and

(b) A defined contribution portion covered under this chapter
Unl ess specified otherwise, all references to "plan 3" in this chapter
refer to the defined contribution portion of plan 3.

Sec. 403. RCW 41.34.040 and 1996 ¢ 39 s 14 are each anended to
read as foll ows:

(1) A nenber shall contribute from his or her conpensation
according to one of the followng rate structures:

Option A Contribution Rate
Al'l Ages 5.0% fixed
Option B

Up to Age 35 5. 0%

Age 35 to 44 6. 0%

Age 45 and above 7.5%

Option C

Up to Age 35 6. 0%

Age 35 to 44 7.5%

Age 45 and above 8. 5%

(2) The board shall have the right to offer contribution rate
options in addition to those listed in subsection (1) of this section,
provided that no significant additional admnistrative costs are
creat ed. Al options offered by the board shall conform to the
requi renents stated in subsections (3) and (4) of this section.

(3)(a) For nmenbers of the teachers’ retirenment systementering plan
3 under RCW 41.32.835 or nenbers of the school enployees’ retirenent

system entering plan 3 under RCW 41.35.610, within ninety days of

becom ng a nenber he or she has an irrevocabl e option to choose one of

t he above contribution rate structures. 1f the nenber does not sel ect

an option within the ninety-day period, he or she shall be assigned

option A. Such assignnent shall be irrevocable.

(b) For nenbers of the public enpl oyees’ retirenent systementering
pl an 3 under section 302 of this act, within the ninety days descri bed
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in section 302 an enpl oyee who irrevocably chooses plan 3 shall sel ect
one of the above contribution rate structures. |If the nenber does not
select an option within the ninety-day period, he or she shall be
assigned option A Such assignnent shall be irrevocable.

(c) For nmenbers of the teachers’ retirenent systemtransferring to
plan 3 under RCW41.32.817, nenbers of the school enployees’ retirenment
systemtransferring to plan 3 under RCW 41.35.510, or nenbers of the
public enployees’ retirenent system transferring to plan 3 under
section 304 of this act, upon election to plan 3 he or she nust
irrevocably choose one of the above contribution rate structures.

(d) Wthin ninety days of the date that an enpl oyee ((beceres—a
rerber—of—plan++H—o+r)) changes enpl oyers, he or she has an irrevocabl e
option to choose one of the above contribution rate structures. |f the
menber does not select an option within this ninety-day period, he or
she shal | be assigned option A Such assi gnnent shall be irrevocabl e.

(4) Contributions shall begin the first day of the pay cycle in
which the rate option is made, or the first day of the pay cycle in
whi ch the end of the ninety-day period occurs.

Sec. 404. RCW 41. 34. 060 and 1999 c 265 s 1 are each anended to
read as foll ows:

(1) Except as provided in subsection (3) of this section, the
menber’s account shall be invested by the state investnent board. In
order to reduce transaction costs and address liquidity issues, based
upon recommendati ons of the state investnent board, the departnent may
require menbers to provide up to ninety days’ notice prior to noving
funds from the state investnent board portfolio to self-directed
i nvest ment options provided under subsection (3) of this section.

(a) For nenbers of the retirenment systemas provided for in chapter
41. 32 RCWof plan 3, investnent shall be in the sane portfolio as that
of the teachers’ retirenent systemconbined plan 2 and 3 fund under RCW
41.50. 075(2).

(b) For nmenbers of the retirenment systemas provided for in chapter
41. 35 RCWof plan 3, investnent shall be in the sane portfolio as that
of the school enployees’ retirenent system conbined plan 2 and 3 fund
under RCW 41.50.075(4).

(c) For nenbers of the retirenent systemas provided for in chapter
41.40 RCWof plan 3, investnent shall be in the sane portfolio as that
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of the public enployees’ retirenent system conbined plan 2 and 3 fund
under RCW 41.50.075(3).

(2) The state investnment board shall declare nonthly unit val ues
for the portfolios or funds, or portions thereof, wutilized under
subsection (1)(a) and (b) of this section. The declared val ues shal
be an approximation of portfolio or fund values, based on interna
procedures of the state investnment board. Such declared unit val ues
and internal procedures shall be in the sole discretion of the state
i nvestment board. The state investnent board nay del egate any of the
powers and duties under this subsection, including discretion, pursuant
to RCW43. 33A. 030. Menber accounts shall be credited by the depart nent
wth a rate of return based on changes to such unit val ues.

(3) Menbers may elect to self-direct their investnents as set forth
in RCW41. 34.130 and 43. 33A. 190.

Sec. 405. RCW41.34.080 and 1998 c 341 s 304 are each anended to
read as foll ows:

(1) Subject to subsections (2) and (3) of this section, the right
of a person to a pension, an annuity, a retirenent allowance, any
optional benefit, any other right accrued or accruing to any person
under the provisions of this chapter, and the various funds created by
chapter 239, Laws of 1995((s-—and)); chapter 341, Laws of 1998, and
chapter . . ., Laws of 2000 (this act) and all nopbneys and investnents
and i nconme thereof, is hereby exenpt fromany state, county, nuni ci pal,
or other |ocal tax, and shall not be subject to execution, garnishnment,
attachnment, the operation of bankruptcy or insolvency |aws, or other
process of | aw whatsoever, and shall be unassignabl e.

(2) This section shall not be deened to prohibit a beneficiary of
a retirement allowance from authorizing deductions therefrom for
paynment of prem uns due on any group insurance policy or plan issued
for the benefit of a group conprised of public enployees of the state
of Washington or its political subdivisions and that has been approved
for deduction in accordance with rul es that may be adopted by the state
heal th care authority and/or the departnment. This section shall not be
deened to prohibit a beneficiary of a retirenent allowance from
aut hori zing deductions therefrom for paynent of dues and other
menbership fees to any retirenent association or organization the
menber shi p of which is conposed of retired public enployees, if a total
of three hundred or nore of such retired enpl oyees have aut hori zed such
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deduction for paynent to the sane retirenent association or
or gani zati on.

(3) Subsection (1) of this section shall not prohibit the
departnment from conplying with (a) a wage assignnent order for child
support issued pursuant to chapter 26.18 RCW (b) an order to w thhold
and deliver issued pursuant to chapter 74.20A RCW (c) a notice of
payrol |l deduction issued pursuant to RCW 26.23.060, (d) a nmandatory
benefits assignnment order issued by the departnent, (e) a court order
directing the departnment to pay benefits directly to an obligee under
a di ssol ution order as defined in RCW41. 50.500(3) which fully conplies
with RCW 41.50.670 and 41.50.700, or (f) any admnistrative or court
order expressly authorized by federal |aw

Sec. 406. RCW41.34.100 and 1998 c 341 s 305 are each anended to
read as foll ows:

(1) The benefits provided pursuant to chapter 239, Laws of 1995 are
not provided to enployees as a matter of contractual right prior to
July 1, 1996. The legislature retains the right to alter or abolish
t hese benefits at any tinme prior to July 1, 1996.

(2) The benefits provided pursuant to chapter 341, Laws of 1998 are
not provided to enployees as a matter of contractual right prior to
Septenber 1, 2000. The legislature retains the right to alter or
abol i sh these benefits at any tine prior to Septenber 1, 2000.

(3) The benefits provided pursuant to chapter . . ., Laws of 2000
(this act) are not provided to enployees as a matter of contractua
right prior to March 1, 2002. The legislature retains the right to
alter or abolish these benefits at any tinme prior to March 1, 2002.

"GAI' N SHARI NG'

Sec. 407. RCWA41.31A. 010 and 1998 c 341 s 311 are each anended to
read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context requires otherw se.

(1) "Actuary" neans the state actuary or the office of the state
actuary.

(2) "Departnment” nmeans the department of retirenent systens.

(3) "Teacher" nmeans any enpl oyee included in the nmenbership of the
teachers’ retirement systemas provided for in chapter 41.32 RCW
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(4) "Menber account” or "nmenber’s account” neans the sum of any
contributions as provided for in chapter 41. 34 RCWand t he earni ngs on
behal f of the nenber.

(5) "dassified enployee" neans the sanme as in RCW41. 35. 010.

(6) "Public enpl oyee" neans the sane as "nenber" as defined in RCW
41. 40. 010(5).

Sec. 408. RCWA41.31A 020 and 1998 c 341 s 312 are each anended to
read as foll ows:

(1) On January 1, ((2662)) 2004, and on January 1st of even-
nunbered years thereafter, the nmenber account of a person neeting the
requirenents of this section shall be credited by the extraordinary
i nvest ment gai n anount.

(2) The following persons shall be eligible for the benefit
provi ded in subsection (1) of this section:

(a) Any nenber of the teachers’ retirenent systemplan 3 ((er)).
t he Washington school enployees’ retirenment system plan 3, or the
public enployees’ retirenent system plan 3 who earned service credit

during the twelve-nmonth period from Septenber 1st to August 31st
i mredi ately preceding the distribution and had a bal ance of at | east
one thousand dollars in their nmenber account on August 31st of the year
i mredi ately preceding the distribution; or

(b) Any person in receipt of a benefit pursuant to RCW 41. 32. 875
((ef)), 41.35.680, or section 309 of this act; or

(c) Any person who is a retiree pursuant to RCW 41. 34.020(8) and
who:

(1) Conpleted ten service credit years; or

(1i) Conpleted five service credit years, including twelve service
nmonths after attaining age fifty-four; or

(d) Any teacher who is a retiree pursuant to RCW41. 34. 020(8) and
who has conpleted five service credit years by July 1, 1996, under pl an
2 and who transferred to plan 3 under RCW41. 32.817; or

(e) Any classified enployee who is a retiree pursuant to RCW
41. 34.020(8) and who has conpleted five service credit years by
Septenber 1, 2000, and who transferred to plan 3 under RCW 41. 35. 510;
or

(f) Any public enployee who is a retiree pursuant to RCW
41.40.010(29) and who has conpleted five service credit years by March
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2002, and who transferred to plan 3 under section 304 of this act;

1,
or.

(g) Any person who had a bal ance of at | east one thousand dollars
in their nmenber account on August 31st of the year imrediately
precedi ng the distribution and who:

(1) Conpleted ten service credit years; or

(1i) Conpleted five service credit years, including twelve service
nmonths after attaining age fifty-four; or

((€¢))) (h) Any teacher who had a bal ance of at |east one thousand
dollars in their nmenber account on August 31st of the year inmmediately
preceding the distribution and who has conpleted five service credit
years by July 1, 1996, under plan 2 and who transferred to plan 3 under
RCW 41. 32.817; or

((h)) (i) Any classified enployee who had a bal ance of at | east
one thousand dollars in their nmenber account on August 31st of the year
i mredi ately preceding the distribution and who has conpleted five
service credit years by Septenber 1, 2000, and who transferred to plan
3 under RCW 41. 35.510; or

(j) _Any public enployee who had a bal ance of at |east one thousand

dollars in their nenber account on August 31st of the vear imediately

preceding the distribution and who has completed five service credit

vears by March 1, 2002, and who transferred to plan 3 under section 304

of this act.

(3) The extraordinary i nvestnent gai n anount shall be cal cul ated as
fol | ows:

(a) One-half of the sum of the value of the net assets held in
trust for pension benefits in the teachers’ retirenent system conbi ned
plan 2 and 3 fund ((and)), the Washi ngt on school enployees’ retirenent
systemconbi ned plan 2 and 3 fund, _and the public enpl oyees’ retirenent

system conbined plan 2 and 3 fund at the close of the previous state
fiscal year not including the anmount attributable to nmenber accounts;

(b) Miltiplied by the amunt which the conpound average of
i nvestment returns on those assets over the previous four state fiscal
years exceeds ten percent;

(c) Multiplied by the proportion of:

(1) The sum of the service credit on August 31st of the previous
year of all persons eligible for the benefit provided in subsection (1)
of this section; to
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(1i) The sumof the service credit on August 31st of the previous
year of:

(A) Al persons eligible for the benefit provided in subsection (1)
of this section;

(B) Any person who earned service credit in the teachers’
retirement system plan 2 ((er)), the Washington school enployees’
retirement systemplan 2, or the public enployees’ retirenent system
plan 2 during the twel ve-nonth period from Sept enber 1st to August 31st
i mredi ately preceding the distribution;

(C© Any person in receipt of a benefit pursuant to RCW 41. 32. 765
((er)), 41.35.420, or 41.40.630; and

(D) Any person with five or nore years of service in the teachers’
retirement system plan 2 ((er)), the Washington school enployees’
retirement systemplan 2, or the public enployees’ retirenent system
pl an 2;

(d) Divided proportionally anong persons eligible for the benefit
provided in subsection (1) of this section on the basis of their
service credit total on August 31st of the previous year.

(4) The legislature reserves the right to amend or repeal this
section in the future and no nenber or beneficiary has a contractual
right to receive this distribution not granted prior to that tine.

NEW SECTI ON.  Sec. 409. A new section is added to chapter 41.31A
RCWto read as foll ows:

(1) On June 1, 2003, the nenber account of a person neeting the
requi renents of this section shall be credited by the 2000 retroactive
extraordinary investnent gain anmount and the 2002 retroactive
extraordi nary investnent gain anount.

(2) The following persons shall be eligible for the benefits
provi ded in subsection (1) of this section:

(a) Any public enployee who earned service credit during the
twel ve-nonth period from Septenber 1st to August 31st imrediately
precedi ng the distribution and who transferred to plan 3 under section
304 of this act; or

(b) Any public enployee in receipt of a benefit pursuant to section
309 of this act and who has conpleted five service credit years by
Septenber 1, 2002, and who transferred to plan 3 under section 304 of
this act; or
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(c) Any public enployee who is a retiree pursuant to RCW
41. 34.020(8) and who has conpleted five service credit years by
Septenber 1, 2002, and who transferred to plan 3 under section 304 of
this act; or

(d) Any public enpl oyee who has a bal ance of at | east one thousand
dollars in either his or her nmenber account or in plan 2 accunul ated
contributions and who has conpleted five service credit years by
Septenber 1, 2002, and who transferred to plan 3 under section 304 of
this act.

(3) The 2000 retroactive extraordi nary i nvest nent gai n anount shal
be cal cul ated as foll ows:

(a) An anmount equal to the average benefit per year of service paid
in 2000 to nenbers of the teachers’ retirenment system plan 3 under
section 309, chapter 341, Laws of 1998;

(b) Distributed to persons eligible for the benefit in subsection
(1) of this section on the basis of their service credit total on July
1, 1999.

(4) The 2002 retroactive extraordi nary i nvest nent gai n anount shal
be cal cul ated as foll ows:

(a) An anmount equal to the average benefit per year of service paid
in 2002 to nenbers of the teachers’ retirenment system plan 3 and the
school enployees’ retirenent system plan 3 under RCW 41. 31A. 020;

(b) Distributed to persons eligible for the benefit provided in
subsection (1) of this section on the basis of their service credit
total on July 1, 2001.

(5) The legislature reserves the right to anend or repeal this
section in the future and no nmenber or beneficiary has a contractual
right to receive this distribution not granted prior to that tine.

"“ACTUARI AL FUNDI NG'

Sec. 501. RCWA41.45.010 and 1998 c 341 s 401 are each anended to
read as foll ows:

It is the intent of the legislature to provide a dependable and
systematic process for funding the benefits provided to nenbers and
retirees of the public enployees’ retirenent system chapter 41. 40 RCW
the teachers’ retirenment system chapter 41.32 RCW the | aw enf or cenent
officers’ and fire fighters’ retirenment system chapter 41.26 RCW the
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school enployees’ retirenent system chapter 41.35 RCW and the
Washi ngton state patrol retirement system chapter 43.43 RCW

The funding process established by this chapter is intended to
achi eve the foll ow ng goals:

(1) To continue to fully fund the public enployees’ retirenent
system plans 2 and 3, the teachers’ retirement system plans 2 and 3,
the school enployees’ retirenent system plans 2 and 3, and the |aw
enforcenent officers’ and fire fighters’ retirenment system plan 2 as
provi ded by | aw,

(2) To fully anortize the total costs of the public enployees
retirement systemplan 1, the teachers’ retirement systemplan 1, and
the | aw enforcenent officers’ and fire fighters’ retirenent systempl an
1 not later than June 30, 2024,

(3) To establish predictable | ong-termenpl oyer contribution rates
which wll remain a relatively constant proportion of the future state
budgets; and

(4) To fund, to the extent feasible, benefit increases for plan 1
menbers and all benefits for plan 2 and 3 nenbers over the working
lives of those nenbers so that the cost of those benefits are paid by
t he taxpayers who receive the benefit of those nenbers’ service.

Sec. 502. RCW 41.45.020 and 1998 c 341 s 402 and 1998 c 283 s 1
are each reenacted and anended to read as foll ows:

As used in this chapter, the followng terns have the neanings
i ndi cated unl ess the context clearly requires otherw se.

(1) "Council"™ means the pension funding council created in RCW
41. 45. 100.

(2) "Departnent"” neans the departnent of retirenent systens.

(3) "Lawenforcenent officers’ and fire fighters’ retirenment system
plan 1" and "law enforcenent officers’ and fire fighters’ retirenent
system plan 2" nmean the benefits and fundi ng provisions under chapter
41. 26 RCW

(4) "Public enployees’ retirenment systemplan 1," ((and)) "public
enpl oyees’ retirenent systemplan 2," and "public enpl oyees’ retirenent
system plan 3" nean the benefits and fundi ng provisions under chapter
41. 40 RCW

(5) "Teachers’ retirenent system plan 1," "teachers’ retirenent
system plan 2," and "teachers’ retirenment system plan 3" nean the
benefits and fundi ng provisions under chapter 41.32 RCW

p. 35 ESSB 6530. SL



©O© 00 N O Ol WDN P

e e e
oo NOoO” o A WDN R O

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(6) "School enployees’ retirenent system plan 2" and "school
enpl oyees’ retirenent system plan 3" nean the benefits and funding
provi si ons under chapter 41.35 RCW

(7) "Washington state patrol retirenment systenl neans the
retirenment benefits provided under chapter 43.43 RCW

(8) "Unfunded liability" means the unfunded actuarial accrued
l[itability of a retirenent system

(9) "Actuary" or "state actuary" neans the state actuary enpl oyed
under chapter 44.44 RCW

(10) "State retirenment systens” neans the retirenment systens |isted
in RCW 41. 50. 030.

(11) "Work group” neans the pension funding work group created in
RCW 41. 45. 120.

(12) "d assified enpl oyee" neans a nenber of the Washi ngton school
enpl oyees’ retirenment system plan 2 or plan 3 as defined in RCW
41. 35. 010.

(13) "Teacher" neans a nenber of the teachers’ retirenent systemas
defined in RCW41. 32. 010( 15).

Sec. 503. RCWA41.45.050 and 1998 c 341 s 403 are each anended to
read as foll ows:

(1) Enployers of nenbers of the public enployees’ retirenent
system the teachers’ retirement system the school enployees’
retirement system and the Washington state patrol retirenent system
shall neke <contributions to those systens based on the rates
established in RCW41.45. 060 and 41. 45. 070.

(2) The state shall make contributions to the |aw enforcenent
officers and fire fighters’ retirenent system based on the rates
established in RCW41. 45. 060 and 41.45.070. The state treasurer shall
transfer the required contributions each nonth on the basis of salary
data provi ded by the departnent.

(3) The departnment shall bill enployers, and the state shall nake
contributions to the law enforcenent officers’ and fire fighters’
retirement system using the conbined rates established in RCW
41.45.060 and 41.45.070 regardless of the level of pension funding
provided in the biennial budget. Any nenber of an affected retirenent
system may, by mandanus or other appropriate proceeding, require the
transfer and paynent of funds as directed in this section.
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(4) The contributions received for the public enpl oyees’ retirenent
system shall be allocated between the public enployees’ retirenent
systemplan 1 fund and the public enpl oyees’ retirenent systemconbi ned
plan 2 and plan 3 fund as foll ows: The contributions necessary to
fully fund the public enployees’ retirenent systemconbi ned plan 2 and
pl an 3 enpl oyer contribution ((fregui+redbyREW4140-650)) shall first
be deposited in the public enployees’ retirenment system conbi ned plan
2 and plan 3 fund. Al remaining public enployees’ retirenent system
enpl oyer contributions shall be deposited in the public enployees’
retirenment systemplan 1 fund.

(5) The contributions received for the teachers’ retirenent system
shal | be all ocated between the plan 1 fund and the conbi ned plan 2 and
plan 3 fund as follows: The contributions necessary to fully fund the
conbined plan 2 and plan 3 enployer contribution shall first be
deposited in the conbined plan 2 and plan 3 fund. Al remaining
teachers’ retirement system enpl oyer contributions shall be deposited
in the plan 1 fund.

(6) The contri butions received for the school enpl oyees’ retirenent
system shall be allocated between the public enployees’ retirenent
systemplan 1 fund and t he school enpl oyees’ retirenent systemconbi ned
plan 2 and plan 3 fund as foll ows: The contributions necessary to
fully fund the conbined plan 2 and plan 3 enployer contri bution shal
first be deposited in the conbined plan 2 and plan 3 fund. Al
remai ni ng school enployees’ retirenent system enpl oyer contributions
shall be deposited in the public enployees’ retirenment systemplan 1
f und.

(7) The contributions received under RCW ((43+26-450)) 41.45. 060,
41.45.061, and section 507 of this act for the law enforcenent
officers and fire fighters’ retirement system shall be allocated
between the |aw enforcenent officers’ and fire fighters’ retirenent
system plan 1 and the |aw enforcenent officers’ and fire fighters’
retirement systemplan 2 fund as follows: The contributions necessary
to fully fund the law enforcenent officers’ and fire fighters’
retirement system plan 2 enployer contributions shall be first
deposited in the Ilaw enforcenent officers and fire fighters’
retirement systemplan 2 fund. Al remaining | aw enforcenent officers’
and fire fighters’ retirement system enpl oyer contributions shall be
deposited in the law enforcenent officers and fire fighters’
retirement systemplan 1 fund.
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Sec. 504. RCW41.45.060 and 1998 c 341 s 404, 1998 c 340 s 11, and
1998 ¢ 283 s 6 are each reenacted and anended to read as foll ows:

(1) The state actuary shall provide actuarial valuation results
based on the assunptions adopted under RCW 41. 45. 030.

(2) Not later than Septenber 30, 1998, and every two years
thereafter, <consistent wth the assunptions adopted under RCW
41. 45. 030, the council shall adopt and may nmake changes to:

(a) A basic state contribution rate for the |aw enforcenent
officers’ and fire fighters’ retirenment system

(b) Basic enployer contribution rates for the public enpl oyees
retirement system ((plan—=%)), the teachers’ retirenment system ((ptan
1)), and the Washington state patrol retirenent systemto be used in
t he ensui ng bi enni al period; and

(c) A basic enployer contribution rate for the school enployees’
retirement systemfor funding the public enployees’ retirenment system
pl an 1.

(3) The enployer and state contribution rates adopted by the
council shall be the |evel percentages of pay that are needed:

(a) To fully anortize the total costs of the public enpl oyees’
retirement systemplan 1, the teachers’ retirenment systemplan 1, the
| aw enforcenent officers’ and fire fighters’ retirenent systemplan 1,
and the unfunded liability of the Washington state patrol retirenent
systemnot |ater than June 30, 2024, except as provided in subsection
(5) of this section; ((and))

(b) To al so continue to fully fund the public enpl oyees’ retirenent
system plans 2 and 3, the teachers’ retirenent system plans 2 and 3,
the school enployees’ retirenent system plans 2 and 3, and the |aw
enforcement officers’ and fire fighters’ retirement systemplan 2 in
accordance wi th RCW( (41+40-650—4126-450-)) 41.45. 061, section 507 of
this act, and this section;_and

(c) For the law enforcenent officers’ and fire fighters’ system
plan 2 the rate charged to enployers, except as provided in RCW
41. 26.450, shall be thirty percent of the cost of the retirenent system
and the rate charged to the state shall be twenty percent of the cost
of the retirenent system

(4) The aggregate actuarial cost nethod shall be used to cal cul ate
a conbi ned plan 2 and 3 enpl oyer contribution rate.

(5) An anobunt equal to the anpbunt of extraordinary i nvestnent gains
as defined in RCW41.31.020 shall be used to shorten the anortization
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period for the public enployees’ retirement system plan 1 and the
teachers’ retirement systemplan 1

(6) 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.

(7) The director of the departnment of retirenment systens shal
coll ect those rates adopted by the council.

Sec. 505. RCW41.45.070 and 1998 c 341 s 406 and 1998 c¢ 340 s 10
are each reenacted and anended to read as foll ows:

(1) Inaddition to the basic enpl oyer contribution rate established
in RCW41. 45. 060, the departnent shall al so charge enpl oyers of public
enpl oyees’ retirenent system teachers’ retirenent system school
enpl oyees’ retirenment system or Washington state patrol retirenent
system nenbers an additional supplenental rate to pay for the cost of
addi tional benefits, if any, granted to nenbers of those systens.
Except as provided in subsections (6) and (7) of this section, the
suppl emental contribution rates required by this section shall be
calculated by the state actuary and shall be charged regardl ess of
| anguage to the contrary contained in the statute which authorizes
addi ti onal benefits.

(2) In addition to the basic state contribution rate established in
RCW 41.45.060 for the law enforcenent officers’ and fire fighters’
retirement system the departnent shall also establish a suppl enental
rate to pay for the cost of additional benefits, if any, granted to
menbers of the | aw enforcenent officers’ and fire fighters’ retirenent
system Except as provided in subsection (6) of this section, this
suppl enental rate shall be calculated by the state actuary and the
state treasurer shall transfer the additional required contributions
regardl ess of |anguage to the contrary contained in the statute which
aut hori zes the additional benefits.

(3) The supplenental rate charged under this section to fund
benefit increases provided to active nenbers of the public enployees’
retirement systemplan 1, the teachers’ retirenment systemplan 1, the
| aw enforcenent officers’ and fire fighters’ retirenment systemplan 1,
and Washington state patrol retirenent system shall be cal cul ated as
the | evel percentage of all nenbers’ pay needed to fund the cost of the
benefit not later than June 30, 2024.
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(4) The supplenental rate charged under this section to fund
benefit increases provided to active and retired nmenbers of the public
enpl oyees’ retirenent system plan 2 and plan 3, the teachers’
retirenment systemplan 2 and plan 3, the school enployees’ retirenment
system plan 2 and plan 3, or the law enforcenent officers’ and fire
fighters’ retirenent system plan 2, shall be calculated as the |evel
percentage of all nenbers’ pay needed to fund the cost of the benefit,
as calculated under RCW ((4%+40-650—0r—4126-450—+espeectively))
41.45. 060, 41.45.061, or section 507 of this act.

(5) The supplenental rate charged under this section to fund
postretirenent adjustnments which are provided on a nonautonatic basis
to current retirees shall be cal cul ated as the percentage of pay needed
to fund the adjustnents as they are paid to the retirees. The
suppl enental rate charged wunder this section to fund autonmatic
postretirenent adjustnents for active or retired nmenbers of the public
enpl oyees’ retirenent systemplan 1 and the teachers’ retirenment system
plan 1 shall be calculated as the |evel percentage of pay needed to
fund the cost of the automatic adjustnents not |ater than June 30,
2024.

(6) A supplenental rate shall not be charged to pay for the cost of
addi tional benefits granted to nenbers pursuant to chapter 340, Laws of
1998.

(7) A supplenental rate shall not be charged to pay for the cost of
addi tional benefits granted to nmenbers pursuant to chapter 41.31A RCW
section 309, chapter 341, Laws of 1998; or section 701, chapter 341,
Laws of 1998.

Sec. 506. RCWA41.45.061 and 1998 c 341 s 405 are each anended to
read as foll ows:

(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) Begi nning 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 RCW 41.45. 060 and 41. 45. 070
for the teachers’ retirenent system

(b) I'n addition, the enpl oyee 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;
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(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 mnmenbers of the school
enpl oyees’ retirement system plan 2 shall be fixed at the rates in
effect on Septenber 1, 2000, for nenbers of the public enployees’
retirement systemplan 2, subject to the follow ng:

(a) Except as provided in (b) of this subsection, the nenber
contribution rate shall not exceed the school enployees’ retirenent
system enployer plan 2 and 3 contribution rate adopted under RCW
41. 45. 060 and 41. 45. 070;

(b) 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 Septenmber 1, 2000.

(3) The required contribution rate for nenbers of the public
enpl oyees’ retirenent system plan 2 shall be set at the sane rate as

the enpl oyer conbined plan 2 and plan 3 rate.

(4) The required contribution rate for nenbers of the |aw
enforcenent officers’ and fire fighters’' retirenent systempl an 2 shal

be set at fifty percent of the cost of the retirenent system

(5) The enployee contribution rates for plan 2 under subsections
(3) and (4) of this section shall not ((be—i+nereased)) include any

increase as a result of any distributions pursuant to RCW 41. 31A 020

and 41. 31A. 030.
(((4))) (6) The required plan 2 and 3 contribution rates for
enpl oyers shall be adopted in the manner described in RCW41. 45. 060.

NEW SECTION. Sec. 507. A new section is added to chapter 41.45
RCWto read as foll ows:

(1) Any increase in the contribution rate required as the result of
a failure of the state or of an enployer to make any contribution
required by this section shall be borne in full by the state or by that
enpl oyer not making the contribution.

(2) The director shall notify all enployers of any pending
adjustnment in the required contribution rate and such pending
adjustnent in the required contribution rate and any i ncrease shall be
announced at l|east thirty days prior to the effective date of the
change.
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(3) Menmbers’ contributions required by RCW41. 45. 060 and 41. 45. 061
shal | be deducted fromthe nenbers’ conpensation each payroll period.
The menbers’ contribution and the enployers’ contribution shall be
remtted directly to the departnment within fifteen days foll ow ng the
end of the cal endar nonth during which the payroll period ends.

(4) The state’'s contribution required for the |aw enforcenent
officers and fire fighters’ retirement system plan 2 shall be
transferred to the appropriate fund from the total contributions
transferred by the state treasurer under RCW41.45. 060 and 41. 45. 070.

" NECESSARY FOR | MPLEMENTATI ON"

Sec. 601. RCWA41.50.075 and 1998 c 341 s 503 are each anended to
read as foll ows:

(1) Two funds are hereby created and established in the state
treasury to be known as the Washi ngton | aw enforcenent officers’ and
fire fighters’ systemplan 1 retirenent fund, and the Washi ngton | aw
enforcement officers’ and fire fighters’ systemplan 2 retirenment fund
whi ch shall consist of all noneys paid into themin accordance with the
provi sions of this chapter and chapter 41.26 RCW whether such noneys
take the form of cash, securities, or other assets. The plan 1 fund
shall consist of all noneys paid to finance the benefits provided to
menbers of the | aw enforcenent officers’ and fire fighters’ retirenent
systemplan 1, and the plan 2 fund shall consist of all noneys paid to
finance the benefits provided to nenbers of the |aw enforcenent
officers’ and fire fighters’ retirenment system plan 2.

(2) Al of the assets of the Washington state teachers’ retirenent
system shall be credited according to the purposes for which they are
held, to two funds to be maintained in the state treasury, nanely, the
teachers’ retirenent system plan 1 fund and the teachers’ retirenent
system conbined plan 2 and 3 fund. The plan 1 fund shall consist of
all noneys paid to finance the benefits provided to nenbers of the
Washi ngton state teachers’ retirenent systemplan 1, and the conbi ned
plan 2 and 3 fund shall consist of all noneys paid to finance the
benefits provided to nenbers of the Wshington state teachers’
retirement systemplan 2 and 3.

(3) There is hereby established in the state treasury two separate
funds, nanely the public enployees’ retirenment systemplan 1 fund and
the public enployees’ retirenent system conbined plan 2 and plan 3
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fund. The plan 1 fund shall consist of all noneys paid to finance the
benefits provided to nmenbers of the public enpl oyees’ retirenent system
plan 1, and the conbined plan 2 and plan 3 fund shall consist of all
nmoneys paid to finance the benefits provided to nenbers of the public
enpl oyees’ retirenent system plans 2 and 3.

(4) There is hereby established in the state treasury the school
enpl oyees’ retirenent systemconbined plan 2 and 3 fund. The conbi ned
plan 2 and 3 fund shall consist of all noneys paid to finance the
benefits provided to nmenbers of the school enpl oyees’ retirenent system
plan 2 and plan 3.

Sec. 602. RCW41.50.088 and 1998 ¢ 341 s 507 and 1998 ¢ 116 s 10
are each reenacted and anended to read as foll ows:
(1) The board shall adopt rul es as necessary and exercise ((a+))

the follow ng powers and ((perferm—alt)) duties ((preseribed—bytaw
wH-h—+espeet—to)):

(a) The board shall recommend to the state investnent board types
of options for nenber self-directed investnent in the teachers’
retirement system plan 3 ((and)), the school enployees’ retirenent
system plan 3, and the public enployees’ retirenent system plan 3 as

deened by the board to be reflective of the nenbers’ preferences;

ol : ot | "y T I ;
i i H+es)) By July 1, 2005,

the board shall nake optional actuarially equivalent life annuity
benefit paynent schedul es available to nenbers and survivors that may
be purchased from the conbined plan 2 and plan 3 funds under RCW
41.50. 075 ((2—e+—3))); and

((€))) (c) Determnation of the basis for adm nistrative charges
to the self-directed investnent fund to offset self-directed account
expenses;

(2) The board shall recommend to the state investnent board types
of options for participant self-directed investnent in the state
def erred conpensation plan, as deened by the board to be reflective of
the participants’ preferences.
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Sec. 603. RCW41.50.500 and 1998 c 341 s 512 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout RCW 41.50.500 through 41.50.650,
41.50. 670 through 41.50. 720, and 26.09. 138.

(1) "Benefits" means periodic retirenment paynments or a w thdrawal
of accumul ated contri buti ons.

(2) "D sposable benefits" nmeans that part of the benefits of an
i ndi vidual remaining after the deduction from those benefits of any
anmount required by lawto be wthheld. The term"required by |l awto be
wi t hhel d* does not include any deduction elective to the nenber.

(3) "Dissolution order" neans any judgnent, decree, or order of
spousal maintenance, property division, or court-approved property
settlenment incident to a decree of divorce, dissolution, invalidity, or
| egal separation issued by the superior court of the state of
Washi ngton or a judgnent, decree, or other order of spousal support
issued by a court of conpetent jurisdiction in another state or
country, that has been regi stered or otherw se made enforceable in this
state.

(4) "Mandatory benefits assignnent order” neans an order issued to
the departnent of retirement systens pursuant to RCW 41.50.570 to
wi t hhol d and deliver benefits payable to an obligor under chapter 2.10,
2.12, 41.26, 41.32, 41.40, 41.35, or 43.43 RCW

(5) "Obligee" neans an ex spouse or spouse to whom a duty of
spousal mai ntenance or property division obligation is owed.

(6) "Qbligor" nmeans the spouse or ex spouse ow ng a duty of spousal
mai nt enance or a property division obligation.

(7) "Periodic retirenment paynents" neans periodic paynents of
retirement all owances, including but not limted to service retirenent
al | owances, disability retirenent al | owances, and survivors’
al | onances. The term does not include a wthdrawal of accumul ated
contributions.

(8) "Property division obligation" neans any outstanding court-
ordered property division or court-approved property settlenent
obligation incident to a decree of divorce, dissolution, or |ega
separati on

(9) "Standard al |l owance"” neans a benefit paynment option selected
under RCW  2.10.146(1) (a), 41. 26.460(1) (a), 41.32.785(1) (a),
41.40.188(1)(a), 41.40.660(1), section 314(1)(a) of this act, or
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41.35.220 that ceases upon the death of the retiree. St andard
al l owance al so neans the benefit all owance provi ded under RCW2. 10. 110,
2.10. 130, 43.43.260, 41.26.100, 41.26.130(1)(a), or chapter 2.12 RCW
Standard allowance also neans the maxinmum retirenent allowance
avai l able under RCW 41.32.530(1) followng nenber wthdrawal of
accunul ated contributions, if any.

(10) "Wthdrawal of accumul ated contributions”™ neans a |lunp sum
paynment to a retirenment systemnenber of all or a part of the nenber’s
accunul ated contributions, including accrued interest, at the request
of the menber including any |unp sum anount paid upon the death of the
menber .

Sec. 604. RCWA41.05.011 and 1998 c 341 s 706 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section shall apply throughout this chapter.

(1) "Adm nistrator"” nmeans the adm nistrator of the authority.

(2) "State purchased health care” or "health care" neans nedica
and heal th care, pharmaceutical s, and nedi cal equi pnment purchased with
state and federal funds by the departnent of social and health
services, the departnment of health, the basic health plan, the state
health care authority, the departnent of |abor and industries, the
departnment of corrections, the departnent of veterans affairs, and
| ocal school districts.

(3) "Authority" neans the WAshington state health care authority.

(4) "Insuring entity" means an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a health mai ntenance organi zation as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" neans a benefit plan that allows
enpl oyees to choose the | evel of health care coverage provided and the
anmount of enpl oyee contributions fromanong a range of choices offered
by the authority.

(6) "Enpl oyee" includes all full-tinme and career seasonal enpl oyees
of the state, whether or not covered by civil service; elected and
appointed officials of the executive branch of governnent, including
full -time nmenbers of boards, comm ssions, or commttees; and includes
any or all part-tinme and tenporary enployees under the terns and
condi tions established under this chapter by the authority; justices of
the suprene court and judges of the court of appeals and the superior
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courts; and nenbers of the state legislature or of the |egislative
authority of any county, city, or town who are elected to office after
February 20, 1970. "Enpl oyee" al so includes: (a) Enpl oyees of a
county, nunicipality, or other political subdivision of the state if
the legislative authority of the county, municipality, or other
political subdivision of the state seeks and receives the approval of
the authority to provide any of its insurance prograns by contract with
the authority, as provided i n RCW41. 04. 205; (b) enpl oyees of enpl oyee
organi zations representing state civil service enpl oyees, at the option
of each such enpl oyee organi zation, and, effective Cctober 1, 1995,
enpl oyees of enpl oyee organi zations currently pooled with enpl oyees of
school districts for the purpose of purchasing insurance benefits, at
the option of each such enpl oyee organi zation; and (c) enpl oyees of a
school district if the authority agrees to provide any of the school
districts’ insurance prograns by contract with the authority as
provi ded i n RCW 28A. 400. 350.

(7) "Board" neans the public enpl oyees’ benefits board established
under RCW 41. 05. 055.

(8) "Retired or disabled school enployee" neans:

(a) Persons who separated fromenpl oynent with a school district or
educational service district and are receiving a retirenment allowance
under chapter 41.32 or 41.40 RCWas of Septenber 30, 1993;

(b) Persons who separate fromenpl oynent with a school district or
educational service district on or after OCctober 1, 1993, and
i mredi ately upon separation receive a retirenent allowance under
chapter 41.32, 41.35, or 41.40 RCW

(c) Persons who separate fromenpl oynent with a school district or
educational service district due to a total and permanent disability,
and are eligible to receive a deferred retirement allowance under
chapter 41.32, 41.35, or 41.40 RCW

(9) "Benefits contribution plan" neans a premumonly contribution
pl an, a nedical flexible spending arrangenment, or a cafeteria plan
whereby state and public enployees may agree to a contribution to
benefit costs which will allowthe enployee to participate in benefits
offered pursuant to 26 U S.C Sec. 125 or other sections of the
i nternal revenue code.

(10) "Sal ary" neans a state enployee’s nonthly salary or wages.

(11) "Participant” nmeans an individual who fulfillstheeligibility
and enrol Il ment requirenments under the benefits contribution plan.
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(12) "Plan year" neans the time period established by the
authority.

(13) "Separated enployees”™ neans persons who separate from
enpl oynent wth an enpl oyer as defined in:

(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCW41.35.010 on or after Septenber 1, 2000; or

(c) RCWA41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at |east ten years of
service under the teachers’ retirenment systemplan 3 as defined in RCW
41. 32.010(40) ((er))., the Washington school enployees’ retirenent
system plan 3 as defined in RCW 41.35.010, or the public enployees
retirenment systemplan 3 as defined in RCWA41. 40. 010.

"FUND | NVESTMENTS AND | NTEREST EARNI NGS'

Sec. 701. RCWA43.33A.190 and 1998 c 341 s 707 are each anended to
read as foll ows:

Pursuant to RCW41. 34. 130, the state investnent board shall invest
all self-directed investnment noneys under teachers’ retirenent system
plan 3 ((and)), the school enployees’ retirenent systemplan 3, and t he
public enpl oyees’ retirenment systemplan 3 with full power to establish

i nvest ment policy, devel op i nvestnent opti ons, and manage sel f-directed
i nvest ment funds.

Sec. 702. RCW43.84.092 and 1999 ¢ 380 s 9, 1999 c 309 s 929, 1999
c 268 s 5, and 1999 c 94 s 4 are each reenacted and anended to read as
fol |l ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury i nconme account shall be utilized to pay or receive
funds associated with federal progranms as required by the federal cash
managenent inprovenment act of 1990. The treasury income account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
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fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43. 84. 160, the treasury i ncone
account may be utilized for the paynent of purchased banki ng services
on behal f of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury inconme account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shal
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s and fund' s
average daily balance for the period: The capitol building

construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm ni strative account, the deferred
conpensati on principal account, the departnent of retirenment systens
expense account, the drinking water assistance account, the Eastern
Washi ngton University capital projects account, the education
construction fund, the energency reserve fund, the federal forest
revol ving account, the health services account, the public health
services account, the health system capacity account, the persona
health services account, the state higher education construction

account, the higher education construction account, the highway
infrastructure account, the industrial insurance prem um refund
account, the judges retirenment account, the judicial retirenent
adm ni strative account, the judicial retirenment principal account, the
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| ocal | easehold excise tax account, the local real estate excise tax
account, the |l ocal sales and use tax account, the nedical aid account,
the nobile hone park relocation fund, the nunicipal crimnal justice
assi stance account, the nunicipal sales and use tax equalization
account, the natural resources deposit account, the perpetual
surveill ance and mai nt enance account, the public enployees’ retirenent
systemplan 1 account, the public enpl oyees’ retirenent systemconbi ned
plan 2 and plan 3 account, the Puyallup tribal settlenent account, the
resour ce managenent cost account, the site cl osure account, the speci al
wildlife account, the state enployees’ insurance account, the state
enpl oyees’ insurance reserve account, the state investnent board
expense account, the state investnent board comm ngled trust fund
accounts, the supplenental pension account, the teachers’ retirenent
systemplan 1 account, the teachers’ retirenent systemconbi ned plan 2
and plan 3 account, the tobacco prevention and control account, the
t obacco settl enent account, the transportation infrastructure account,
the tuition recovery trust fund, the University of Wshington bond
retirement fund, the University of Wshington building account, the
volunteer fire fighters’ and reserve officers’ relief and pension
principal ((aeeeunt)) fund, the volunteer fire fighters ((reHef—and
pensien)) and reserve officers’ administrative ((aeeeunt)) fund, the
Washi ngton judicial retirement system account, the Washington |aw
enforcenment officers’ and fire fighters’ system plan 1 retirenent
account, the Washington |aw enforcenent officers’ and fire fighters
system plan 2 retirenent account, the Washington school enployees’
retirement system conbi ned plan 2 and 3 account, the Washington state
patrol retirement account, the Washington State University building
account, the Washington State University bond retirenment fund, the
water pollution control revolving fund, and the Wstern Washington
Uni versity capital projects account. Earnings derived frominvesting
bal ances of the agricultural permanent fund, the normal school
permanent fund, the permanent common school fund, the scientific
permanent fund, and the state wuniversity permanent fund shall be
allocated to their respective beneficiary accounts. All earnings to be
di stributed under this subsection (4)(a) shall first be reduced by the
allocation to the state treasurer’s service fund pursuant to RCW
43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
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fund’s average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the ~county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol hi ghway account, the transportation equi pnment
fund, the transportation fund, the transportation i nprovenent account,
the transportation i nprovenent board bond retirenent account, and the
urban arterial trust account.

(5 In conformance with Article 11, section 37 of the state
Constitution, no treasury accounts or funds shall be all ocated earnings
W thout the specific affirmative directive of this section.

"LAW ENFORCEMENT OFFI CERS' AND FI RE FI GHTERS
RETI REMENT SYSTEM PLAN 2"

Sec. 801. RCWA41. 26.450 and 1996 ¢ 38 s 3 are each amended to read
as foll ows:

3))) Port districts established wunder Title 53 RCW and
institutions of higher education as defined in RCW 28B.10.016 shal
contribute both the enployer and state shares of the cost of the
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retirement system for any of their enployees who are |aw enforcenent
officers. Institutions of higher education shall contribute both the
enpl oyer and the state shares of the cost of the retirement systemfor
any of their enployees who are fire fighters.

"EARLY RETI REMENT REDUCTI ON FACTORS"

Sec. 901. RCW 41.40.630 and 1991 c 343 s 11 are each anended to
read as foll ows:

(1) NORVAL RETI REMENT. Any nmenber with at least five service
credit years who has attained at | east age sixty-five shall be eligible
to retire and to receive a retirenment all owance conputed according to
t he provisions of RCWA41. 40. 620.

(2) EARLY RETI REMENT. Any nenber who has conpl eted at | east twenty
service credit years and has attained age fifty-five shall be eligible
toretire and to receive a retirenment all owance conputed according to
t he provi sions of RCW41. 40. 620, except that a nenber retiring pursuant
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to this subsection shall have the retirement allowance actuarially
reduced to reflect the difference in the nunber of years between age at
retirenment and the attainnent of age sixty-five.

(3) ALTERNATE EARLY RETI REMENT. Any nenber who has conpleted at
| east thirty service credit years and has attained age fifty-five shal

be eligible to retire and to receive a retirenent all owance conputed

according to the provisions of RCW 41.40.620, except that a menber

retiring pursuant to this subsection shall have the retirenment

al | owance reduced by three percent per vear to reflect the difference

in the nunber of years between age at retirenent and the attai nment of

age sixty-five.

Sec. 902. RCW 41. 32. 765 and 1991 c¢ 343 s 5 are each anended to
read as foll ows:

(1) NORVAL RETI REMENT. Any nmenber with at least five service
credit years of service who has attained at | east age sixty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCWA41. 32. 760.

(2) EARLY RETI REMENT. Any nenber who has conpleted at | east twenty
service credit years of service who has attained at |east age fifty-
five shall be eligible to retire and to receive a retirenment all owance
conputed according to the provisions of RCW41.32. 760, except that a
menber retiring pursuant to this subsection shall have the retirenent
al l onance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attai nment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT. Any nenber who has conpleted at
| east thirty service credit years and has attained age fifty-five shal

be eligible to retire and to receive a retirenent all owance conputed

according to the provisions of RCW 41.32.760, except that a menber

retiring pursuant to this subsection shall have the retirenment

al | owance reduced by three percent per vear to reflect the difference

in the nunber of years between age at retirenent and the attai nment of

age sixty-five.

Sec. 903. RCW41.32.875 and 1996 ¢ 39 s 6 are each anended to read
as follows:

(1) NORVAL RETI REMENT. Any nenber who is at |east age sixty-five
and who has:
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(a) Conpleted ten service credit years; or

(b) Conmpleted five service credit years, including twelve service
credit nonths after attaining age fifty-four; or

(c) Conpleted five service credit years by July 1, 1996, under plan
2 and who transferred to plan 3 under RCW 41. 32. 817;
shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW41. 32. 840.

(2) EARLY RETI REMENT. Any nenber who has attained at |east age
fifty-five and has conpleted at |east ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.840, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al l onance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attai nment of age sixty-
five.

(3) ALTERNATE EARLY RETIREMENT. Any nenber who has conpleted at
|l east thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.840, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omwance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnent of
age sixty-five.

Sec. 904. RCW 41.26.430 and 1993 c¢ 517 s 3 are each anended to
read as foll ows:

(1) NORVAL RETI REMENT. Any nmenber with at least five service
credit years of service who has attained at |east age ((HFHty—+ive))
fifty-three shall be eligible to retire and to receive a retirenent
al | owance conputed according to the provisions of RCW41. 26. 420.

(2) EARLY RETI REMENT. Any nenber who has conpl eted at | east twenty
service credit years of service and has attained age fifty shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.26.420, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al l onance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attainnment of age ((#HHt+y—
Hwve)) fifty-three.
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(3) ALTERNATE EARLY RETI REMENT. Any nenber who has conpl eted at
| east twenty service credit years and has attained age fifty shall be

eligible to retire and to receive a retirement allowance conputed

according to the provisions of RCW 41.26.420, except that a menber

retiring pursuant to this subsection shall have the retirenment

al | owance reduced by three percent per vear to reflect the difference

in the nunber of years between age at retirenent and the attai nment of

age fifty-three.

Sec. 905. RCWA41.35.420 and 1998 c 341 s 103 are each anended to
read as foll ows:

(1) NORVAL RETI REMENT. Any nmenber with at least five service
credit years who has attained at | east age sixty-five shall be eligible
toretire and to receive a retirenment all owance conputed according to
t he provisions of RCWA41. 35. 400.

(2) EARLY RETI REMENT. Any nenber who has conpleted at | east twenty
service credit years and has attained age fifty-five shall be eligible
to retire and to receive a retirenment all owance conputed according to
t he provi sions of RCW41. 35. 400, except that a nenber retiring pursuant
to this subsection shall have the retirement allowance actuarially
reduced to reflect the difference in the nunber of years between age at
retirement and the attainnent of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT. Any nenber who has conpleted at
| east thirty service credit years and has attained age fifty-five shal

be eligible to retire and to receive a retirenent all owance conputed

according to the provisions of RCW 41.35.400, except that a menber

retiring pursuant to this subsection shall have the retirenment

al | owance reduced by three percent per vear to reflect the difference

in the nunber of years between age at retirenent and the attai nment of

age sixty-five.

Sec. 906. RCWA41.35.680 and 1998 c 341 s 209 are each anended to
read as foll ows:

(1) NORVAL RETI REMENT. Any nenber who is at |east age sixty-five
and who has:

(a) Conpleted ten service credit years; or

(b) Conpleted five service credit years, including twelve service
credit nonths after attaining age fifty-four; or
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(c) Conpleted five service credit years by Septenber 1, 2000, under
the public enployees’ retirenent systemplan 2 and who transferred to
pl an 3 under RCW41. 35. 510;
shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW41. 35. 620.

(2) EARLY RETI REMENT. Any nenber who has attained at |east age
fifty-five and has conpleted at least ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al l onance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attainment of age sixty-
five.

(3) ALTERNATE EARLY RETIREMENT. Any nenber who has conpleted at
| east thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omwance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnent of
age sixty-five.

" DEATH BENEFI TS"

Sec. 1001. RCW41.26.510 and 1995 ¢ 245 s 1 and 1995 c 144 s 19
are each reenacted and anended to read as foll ows:

(1) Except as provided in RCW11.07.010, if a menber or a vested
menber who has not conpleted at |east ten years of service dies, the
anount of the accunulated contributions standing to such nenber’s
credit in the retirenment system at the time of such nenber’s death,
| ess any anount identified as owng to an obligee upon w thdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50. 670, shall be paid to the nenber’s estate, or such person or
persons, trust, or organization as the nenber shall have nom nated by
witten designation duly executed and filed with the departnent. | f
t here be no such designated person or persons still living at the tinme
of the nenber’s death, such nmenber’ s accunul at ed contri buti ons st andi ng
to such menber’s credit in the retirenment system |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
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contributions pursuant to a court order filed under RCW 41.50. 670,
shall be paid to the nmenber’s surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber’s | egal representatives.

(2) If a menber who is eligible for retirenment or a nenber who has
conpleted at | east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either:

(a) A retirenent allowance conputed as provided for in RCW
41. 26.430((1)-)), actuarially reduced by the anmount of any lunp sum
benefit identified as owing to an obligee upon wthdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670 and actuarially adjusted to reflect a joint and one hundred
percent survivor option under RCW41.26.460 and if the menber was not
eligible for normal retirenment at the date of death a further reduction
as described in RCW 41.26.430((2))); if a surviving spouse who is
receiving a retirenment allowance dies leaving a child or children of
t he menber under the age of majority, then such child or children shal
continue to receive an allowance in an anount equal to that which was
bei ng received by the surviving spouse, share and share alike, until
such child or children reach the age of mgjority; if there is no
surviving spouse eligible to receive an allowance at the tinme of the
menber’s death, such nenber’s child or children under the age of
maj ority shall receive an al |l owance share and share al i ke cal cul ated as
herei n provided maki ng the assunption that the ages of the spouse and
menber were equal at the time of the nenber’s death; or

(b)(i) The nenber’s accunulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW41.50. 670; or

(ti) If the nenber dies on or after July 25, 1993, one hundred
fifty percent of the nenber’s accunulated contributions, |ess any
anount identified as ow ng to an obligee upon wi thdrawal of accunul ated
contributions pursuant to a court order filed under RCW41. 50. 670. Any
accunul ated contributions attributable to restorations made under RCW
41.50. 165(2) shall be refunded at one hundred percent.

(3) If a nenber who is eligible for retirenent or a nenber who has
conpleted at | east ten years of service dies after Cctober 1, 1977, and
IS not survived by a spouse or an eligible child, then the accunul at ed
contributions standing to the nenber’s credit, less any anount
identified as owing to an obligee upon wthdrawal of accunul ated
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contributions pursuant to a court order filed under RCW 41.50. 670,
shal | be paid:

(a) To an estate, a person or persons, trust, or organization as
the nenber shall have nom nated by witten designation duly executed
and filed with the departnent; or

(b) If there is no such designated person or persons still living
at the time of the nenber’'s death, then to the nenber’s |egal
representatives.

Sec. 1002. RCW41.32.805 and 1995 ¢ 144 s 16 are each anended to
read as foll ows:

(1) Except as provided in RCW11.07.010, if a menber or a vested
menber who has not conpleted at |east ten years of service dies, the
anount of the accunulated contributions standing to such nenber’s
credit inthe retirenent system |ess any anount identified as owing to
an obligee upon w thdrawal of accunmul ated contri butions pursuant to a
court order filed under RCW 41.50.670, at the tinme of such nenber’s
death shall be paid to the nenber’s estate, or such person or persons,
trust, or organization as the menber shall have nom nated by witten
designation duly executed and filed with the departnent. |If there be
no such designated person or persons still living at the tinme of the
menber’ s death, such nenber’s accunul ated contributions standing to
such nmenber’'s credit in the retirement system |less any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shall be paid to the nmenber’s surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber’s | egal representatives.

(2) If a menber who is eligible for retirement or a nenber who has
conpleted at | east ten years of service dies, the surviving spouse or
eligible children shall elect to receive either:

(a) A retirenment allowance conputed as provided for in RCW
41.32.765((1)1)), actuarially reduced by the anmount of any lunp sum
benefit identified as owing to an obligee upon wthdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670 and actuarially adjusted to reflect a joint and one hundred
percent survivor option under RCW41.32.785 and if the nmenber was not
eligible for normal retirenment at the date of death a further reduction
as described in RCW 41.32.765(((2))); if a surviving spouse who is
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receiving a retirenment allowance dies leaving a child or children of
t he menber under the age of majority, then such child or children shal
continue to receive an allowance in an anount equal to that which was
bei ng received by the surviving spouse, share and share alike, until
such child or children reach the age of mgjority; if there is no
surviving spouse eligible to receive an allowance at the tine of the
menber’s death, such nenber’s child or children under the age of
maj ority shall receive an al |l owance share and share ali ke cal cul ated as
herei n provided maki ng the assunption that the ages of the spouse and
menber were equal at the time of the nenber’s death; or

(b) The nenber’s accurmulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41. 50. 670.

(3) If a menber who is eligible for retirenment or a nenber who has
conpleted at | east ten years of service dies after Cctober 1, 1977, and
IS not survived by a spouse or an eligible child, then the accunul at ed
contributions standing to the nenber’s credit, Iless any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shal | be paid:

(a) To an estate, a person or persons, trust, or organization as
the nenber shall have nom nated by witten designation duly executed
and filed with the departnent; or

(b) If there is no such designated person or persons still living
at the time of the nenber’'s death, then to the nenber’s | egal
representatives.

Sec. 1003. RCW 41.32.895 and 1996 ¢ 39 s 7 are each anended to
read as foll ows:

If a nmenber dies prior to retirenent, the surviving spouse or
eligible child or children shall receive a retirenment allowance
conputed as provided in RCW41. 32. 851 actuarially reduced to reflect a
j oi nt and one hundred percent survivor option and if the nenber was not
eligible for normal retirenment at the date of death a further reduction
as described in RCW41.32.875(((2))) .

| f the surviving spouse who is receiving the retirenent all owance
dies leaving a child or children under the age of majority, then such
child or children shall continue to receive an allowance in an anount
equal to that which was being received by the surviving spouse, share
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and share alike, wuntil such child or children reach the age of
majority.

I f there is no surviving spouse eligible to receive an all owance at
the tinme of the nmenber’s death, such nenber’s child or children under
the age of majority shall receive an all owance, share and share alike.
The all owance shall be calculated with the assunption that the age of
t he spouse and nenber were equal at the tine of the nenber’s death.

Sec. 1004. RCW 41.40.700 and 1995 ¢ 144 s 8 are each anended to
read as foll ows:

(1) Except as provided in RCW11.07.010, if a menber or a vested
menber who has not conpleted at |east ten years of service dies, the
anount of the accunulated contributions standing to such nenber’s
credit in the retirenment system at the time of such nenber’s death,
| ess any anount identified as owng to an obligee upon w thdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50. 670, shall be paid to the nenber’s estate, or such person or
persons, trust, or organization as the nenber shall have nom nated by
witten designation duly executed and filed with the departnent. | f
t here be no such designated person or persons still living at the tinme
of the nenber’s death, such nmenber’ s accunul at ed contri buti ons standi ng
to such menber’s credit in the retirement system |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shall be paid to the nmenber’s surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber’s | egal representatives.

(2) If a menber who is eligible for retirenent or a nenber who has
conpleted at | east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either:

(a) A retirenent allowance conputed as provided for in RCW
41.40. 630((€%¥))), actuarially reduced by the anount of any |unp sum
benefit identified as owing to an obligee upon wthdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670 and actuarially adjusted to reflect a joint and one hundred
percent survivor option under RCW41.40.660 and if the menber was not
eligible for normal retirenent at the date of death a further reduction
as described in RCW 41.40.630((2))); if a surviving spouse who is
receiving a retirenment allowance dies leaving a child or children of
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t he menber under the age of majority, then such child or children shal
continue to receive an allowance in an anount equal to that which was
bei ng received by the surviving spouse, share and share alike, until
such child or children reach the age of mgjority; if there is no
surviving spouse eligible to receive an allowance at the tinme of the
menber’s death, such nenber’s child or children under the age of
maj ority shall receive an al |l owance share and share ali ke cal cul ated as
herei n provided maki ng the assunption that the ages of the spouse and
menber were equal at the time of the nenber’s death; or

(b) The nenber’s accunulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41. 50. 670.

(3) If a menber who is eligible for retirenment or a nenber who has
conpleted at | east ten years of service dies after Cctober 1, 1977, and
IS not survived by a spouse or an eligible child, then the accunul at ed
contributions standing to the nenber’s credit, Iless any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shal | be paid:

(a) To a person or persons, estate, trust, or organization as the
menber shall have nom nated by witten designation duly executed and
filed with the departnment; or

(b) If there is no such designated person or persons still living
at the time of the nenber’'s death, then to the nenber’s |egal
representatives.

" CONFORM NG AMENDMENTS'

Sec. 1101. RCW41.04.440 and 1995 c 239 s 322 are each anended to
read as foll ows:

(1) The sol e purpose of RCW41.04. 445 and 41.04.450 is to allowthe
menbers of the retirement systenms created in chapters 2.10, 2.12
41. 26, 41.32, 41.40, 41.34, and 43.43 RCWto enjoy the tax deferra
benefits allowed under 26 U S.C 414(h). Chapter 227, Laws of 1984
does not alter in any manner the provisions of RCW ((43+26-450—and
41-40-650)) 41.45.060, 41.45.061, and section 507 of this act which
require that the nenber contribution rates shall be set so as to
provide fifty percent of the cost of the respective retirenent plans.
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(2) Should the legislature revoke any benefit allowed under 26
U S. C 414(h), no affected enployee shall be entitled thereafter to
recei ve such benefit as a matter of contractual right.

Sec. 1102. RCW41.04. 445 and 1995 c¢ 239 s 323 are each anended to
read as foll ows:

(1) This section applies to all nmenbers who are:

(a) Judges under the retirenment system established under chapter
2.10, 2.12, or 2.14 RCW

(b) Enpl oyees of the state under the retirenent systemestablished
by chapter 41.32, 41.40, or 43.43 RCW

(c) Enployees of school districts under the retirenent system
established by chapter 41.32 or 41.40 RCW except for substitute
teachers as defined by RCW41. 32. 010;

(d) Enpl oyees of educational service districts under the retirenent
system est abl i shed by chapter 41.32 or 41.40 RCW or

(e) Enpl oyees of conmmunity college districts under the retirenent
system establ i shed by chapter 41.32 or 41.40 RCW

(2) Only for conpensation earned after the effective date of the
i npl enentation of this section and as provided by section 414(h) of the
federal internal revenue code, the enployer of all the nenbers
specified in subsection (1) of this section shall pick up only those
menber contributions as required under:

(a) RCW2.10.090(1);

(b) RCW 2.12.060;

(c) RCW 2.14.090;

(d) RCW41. 32. 263;

(e) RCW41. 32. 350;

(f) RCW41.40.330 (1) and (3);

(g) RCW ((4146-650)) 41.45.061 and section 507 of this act;

(h) RCW41. 34.070;

(i) RCW43.43.300; and

(j) RCW 41. 34. 040.

(3) Only for the purposes of federal incone taxation, the gross
i ncone of the nmenber shall be reduced by the anount of the contribution
to the respective retirenent system picked up by the enpl oyer.

(4) Al menber contributions to the respective retirenent system
pi cked up by the enpl oyer as provided by this section, plus the accrued
interest earned thereon, shall be paid to the nmenber upon the
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wi t hdrawal of funds or | unp-sumpaynent of accunul ated contri butions as
provi ded under the provisions of the retirenent systens.

(5) At least forty-five days prior to inplenenting this section,
t he enpl oyer shall provide:

(a) A conplete explanation of the effects of this section to all
menbers; and

(b) Notification of such inplenentation to the director of the
departnment of retirement systens.

Sec. 1103. RCW41.04.450 and 1995 c¢ 239 s 324 are each anended to
read as foll ows:

(1) Enployers of those nenbers under chapters 41.26, 41.40, and
41.34 RCW who are not specified in RCW 41.04.445 may choose to
i npl ement the enployer pick up of all nenber contributions wthout
exception under RCW  41.26.080(1), 41. 26. 450, 41. 40.330(1),
((41-46-6506,)) 41.45.060, 41.45.061, and section 507 of this act and
chapter 41.34 RCW If the enployer does so choose, the enployer and
menbers shall be subject to the conditions and |imtations of RCW
41.04.445 (3), (4), and (5) and RCW 41. 04. 455.

(2) An enpl oyer exercising the option under this section may | ater
choose to withdraw from and/or reestablish the enployer pick up of
menber contributions only once in a cal endar year follow ng forty-five
days prior notice to the director of the departnent of retirenent
syst ens.

Sec. 1104. RCW 41.26.470 and 1999 ¢ 135 s 1 are each anended to
read as foll ows:

(1) A menber of the retirement system who becones totally
i ncapaci tated for continued enpl oynment by an enpl oyer as determ ned by
the director shall be eligible to receive an allowance under the
provi sions of RCW 41.26.410 through 41.26.550. Such nenber shall
receive a nonthly disability all owance conputed as provided for in RCW
41. 26. 420 and shall have such all owance actuarially reduced to refl ect
the difference in the nunber of years between age at disability and the
attai nment of age fifty-five.

(2) Any nenber who receives an all owance under the provisions of
this section shall be subject to such conprehensive nedica
exam nations as required by the departnent. I f such nedical
exam nations reveal that such a nenber has recovered from the
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incapacitating disability and the nmenber is no longer entitled to
benefits under Title 51 RCW the retirenent all owance shall be cancel ed
and the nenber shall be restored to duty in the sanme civil service
rank, if any, held by the nmenber at the tinme of retirenent or, if
unable to perform the duties of the rank, then, at the nenber’s
request, in such other like or | esser rank as may be or becone open and
avai l abl e, the duties of which the nenber is then able to perform |In
no event shall a nenber previously drawing a disability all owance be
returned or be restored to duty at a salary or rate of pay |ess than
the current salary attached to the rank or position held by the nenber
at the date of the retirenent for disability. | f the departnent
determ nes that the nmenber is able to return to service, the nenber is
entitled to notice and a hearing. Both the notice and the hearing
shall comply with the requirenments of chapter 34.05 RCW the
Adm ni strative Procedure Act.

(3) Those nenbers subject to this chapter who becane disabled in
the line of duty on or after July 23, 1989, and who receive benefits
under RCW 41.04.500 through 41.04.530 or simlar benefits under RCW
41.04.535 shall receive or continue to receive service credit subject
to the foll ow ng:

(a) No nenber may receive nore than one nonth’s service credit in
a cal endar nonth.

(b) No service credit under this section my be allowed after a
menber separates or is separated w thout |eave of absence.

(c) Enmployer contributions shall be paid by the enployer at the
rate in effect for the period of the service credited.

(d) Enpl oyee contributions shall be collected by the enpl oyer and
paid to the departnent at the rate in effect for the period of service
credited.

(e) State contributions shall be as provided in RCW ((41+26-450))
41.45. 060 and section 507 of this act.

(f) Contributions shall be based on the regul ar conpensati on which
t he menber woul d have received had the disability not occurred.

(g) The service and conpensation credit under this section shall be
granted for a period not to exceed six consecutive nonths.

(h) Should the legislature revoke the service credit authorized
under this section or repeal this section, no affected enployee is
entitled to receive the credit as a matter of contractual right.
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(4)(a) If the recipient of a nonthly retirenent allowance under
this section dies before the total of the retirenent all owance paid to
t he reci pi ent equal s the amount of the accunul ated contributions at the
date of retirenent, then the balance shall be paid to the nenber’s
estate, or such person or persons, trust, or organization as the
reci pient has nom nated by witten designation duly executed and filed
with the director, or, if there is no such desi gnated person or persons

still living at the time of the recipient’s death, then to the
surviving spouse, or, if there is neither such designated person or
persons still living at the time of his or her death nor a surviving

spouse, then to his or her legal representative.

(b) If a recipient of a nonthly retirenent allowance under this
section died before April 27, 1989, and before the total of the
retirenment allowance paid to the recipient equal ed the anobunt of his or
her accunul ated contributions at the date of retirenent, then the
departnent shall pay the bal ance of the accunulated contributions to
t he nenber’ s surviving spouse or, if there is no surviving spouse, then
in equal shares to the nenber’s children. If there is no surviving
spouse or children, the departnent shall retain the contributions.

(5) Should the disability retirenent allowance of any disability
beneficiary be canceled for any cause other than reentrance into
service or retirement for service, he or she shall be paid the excess,
i f any, of the accunul ated contributions at the tine of retirenent over
all paynents nmade on his or her behal f under this chapter

Sec. 1105. RCW 41.26.520 and 1996 ¢ 61 s 1 are each anended to
read as foll ows:

(1) A nmenber who is on a paid |eave of absence authorized by a
menber’ s enpl oyer shall continue to receive service credit as provided
for under the provisions of RCW41.26.410 through 41. 26. 550.

(2) A nenber who receives conpensati on froman enpl oyer while on an
aut hori zed | eave of absence to serve as an elected official of a |abor
organi zation, and whose enployer is reinbursed by the [|abor
organi zation for the conpensation paid to the nenber during the period
of absence, may al so be considered to be on a paid | eave of absence.
This subsection shall only apply if the nenber’s | eave of absence is
aut hori zed by a coll ective bargai ning agreenment that provides that the
menber retains seniority rights with the enpl oyer during the period of
| eave. The basic salary reported for a nmenber who establishes service
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credit under this subsection may not be greater than the salary paidto
the highest paid job class covered by the collective bargaining
agreement .

(3) Except as specified in subsection (6) of this section, a nenber
shall be eligible to receive a maximum of two years service credit
during a nenber’s entire working career for those periods when a nenber
is on an unpaid |eave of absence authorized by an enployer. Such
credit may be obtained only if the nenber nmakes the enpl oyer, nenber,
and state contributions plus interest as determ ned by the departnent
for the period of the authorized | eave of absence within five years of
resunption of service or prior to retirenent whi chever comes sooner.

(4) If a nenber fails to neet the tinme limtations of subsection
(3) of this section, the nenber may receive a naxi mumof two years of
service credit during a nenber’s working career for those periods when
a nmenber is on unpaid | eave of absence authorized by an enpl oyer. This
may be done by paying the anmount required under RCW41.50. 165(2) prior
to retirenent.

(5 For the purpose of subsection (3) of this section the
contribution shall not include the contribution for the unfunded
suppl enent al present val ue as required by RCW ((43+26-—450)) 41.45. 060,
41.45.061, and section 507 of this act. The contributions required

shal | be based on the average of the nenber’s basic salary at both the
tinme the authorized |eave of absence was granted and the tinme the
menber resuned enpl oynent.

(6) A nmenber who |eaves the enploy of an enployer to enter the
armed forces of the United States shall be entitled to retirenent
system service credit for up to five years of mlitary service. This
subsection shall be admnistered in a manner consistent with the
requirenents of the federal wuniformed services enploynent and
reenpl oynent rights act.

(a) The nmenber qualifies for service credit under this subsection
if:

(1) Wthin ninety days of the nmenber’s honorabl e di scharge fromt he
United States arned forces, the nenber applies for reenploynent with
the enpl oyer who enpl oyed the nenber inmmediately prior to the nmenber
entering the United States arnmed forces; and

(i1) The nmenber makes t he enpl oyee contri butions required under RCW
((4126-450)) 41.45.060, 41.45.061, and section 507 of this act within
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five years of resunption of service or prior to retirenment, whichever
comes sooner; or

(tit) Prior to retirement and not within ninety days of the
menber’ s honorabl e di scharge or five years of resunption of service the
menber pays the anmount required under RCW 41.50. 165(2).

(b) Upon receipt of nenber contributions under (a)(ii) of this
subsection, the departnent shall establish the nmenber’s service credit
and shall bill the enployer and the state for their respective
contributions required under RCW41. 26.450 for the period of mlitary
service, plus interest as determ ned by the departnent.

(c) The contributions required under (a)(ii) of this subsection
shal | be based on the conpensation the nenber woul d have earned i f not
on | eave, or if that cannot be estimated with reasonabl e certainty, the
conpensation reported for the nenber in the year prior to when the
menber went on mlitary | eave.

(7) A nenber receiving benefits under Title 51 RCW who is not
recei ving benefits under this chapter shall be deened to be on unpaid,
aut hori zed | eave of absence.

Sec. 1106. RCW 41.40. 710 and 1996 ¢ 61 s 4 are each anmended to
read as foll ows:

(1) A nmenber who is on a paid |eave of absence authorized by a
menber’ s enpl oyer shall continue to receive service credit as provided
for under the provisions of RCW41.40.610 through 41. 40. 740.

(2) A nenber who receives conpensation froman enpl oyer while on an
aut hori zed | eave of absence to serve as an elected official of a |abor
organi zation, and whose enployer is reinbursed by the [|abor
organi zation for the conpensation paid to the nenber during the period
of absence, may al so be considered to be on a paid | eave of absence.
This subsection shall only apply if the nenber’s | eave of absence is
aut hori zed by a coll ective bargai ning agreenment that provides that the
menber retains seniority rights with the enpl oyer during the period of
| eave. The conpensation earnabl e reported for a nmenber who establishes
service credit under this subsection may not be greater than the salary
paid to the highest paid job class covered by the coll ective bargai ni ng
agreement .

(3) Except as specified in subsection (4) of this section, a nenber
shall be eligible to receive a maxinmum of two years service credit
during a nenber’s entire working career for those periods when a nenber

ESSB 6530. SL p. 66



© 00 N O Ol WDN P

W W W W W W W WwWWwWMNNDNDNDNDNMNDNDNDNDNMNDNMDMNNMNMNMNMNMNNREPRPRPPRPPEPRPPERPPREPRPPERPR
© 00 N O Ol WNPEFEP O O 0w NO UG WODNPEFEP O O W NO O N - O

is on an unpaid |eave of absence authorized by an enployer. Such
credit may be obtained only if:

(a) The nenber mnekes both the plan 2 enployer and nenber
contributions plus interest as determ ned by the departnent for the
period of the authorized |eave of absence within five years of
resunption of service or prior to retirenment whi chever cones sooner; or

(b) I'f not within five years of resunption of service but prior to
retirement, pay the anmount required under RCW 41.50. 165(2).

The contributions required under (a) of this subsection shall be
based on the average of the nenber’s conpensation earnable at both the
time the authorized |eave of absence was granted and the tinme the
menber resuned enpl oynent.

(4) A nmenber who |eaves the enploy of an enployer to enter the
armed forces of the United States shall be entitled to retirenent
system service credit for up to five years of mlitary service. This
subsection shall be admnistered in a manner consistent with the
requirenents of the federal wuniformed services enploynent and
reenpl oynent rights act.

(a) The nmenber qualifies for service credit under this subsection
if:

(1) Wthin ninety days of the nenber’s honorabl e di scharge fromt he
United States arned forces, the nenber applies for reenploynent with
the enpl oyer who enpl oyed the nenber inmmediately prior to the nenber
entering the United States armed forces; and

(i1) The nmenber nmakes t he enpl oyee contri butions required under RCW
((4140-650)) 41.45.061 and section 507 of this act within five years
of resunption of service or prior to retirement, whichever cones
sooner; or

(tit) Prior to retirement and not within ninety days of the
menber’ s honorabl e di scharge or five years of resunption of service the
menber pays the anmount required under RCW 41.50. 165(2).

(b) Upon receipt of nenber contributions under (a)(ii) of this
subsection, the departnent shall establish the nmenber’s service credit
and shall bill the enployer for its contribution required under RCW
((4140-650)) 41.45.060, 41.45.061, and section 507 of this act for the
period of mlitary service, plus interest as determned by the
depart nent.

(c) The contributions required under (a)(ii) of this subsection
shal | be based on the conpensation the nenber woul d have earned i f not

p. 67 ESSB 6530. SL



w N

©O© 00 N o o b

10

11

12
13
14
15
16

17
18

on | eave, or if that cannot be estimated with reasonabl e certainty, the
conpensation reported for the nenber in the year prior to when the
menber went on mlitary | eave.

NEW SECTI ON.  Sec. 1107. A new section is added to chapter 41.50
RCWto read as foll ows:

Enpl oyers, as defined in RCW 41.26.030, 41.32.010, 41.34.020,
41. 35. 010, and 41.40. 010, nust report all nmenber data to the departnent
in a format designed and communi cated by the departnent. Enmpl oyers
failing to conply wwth this reporting requirenent shall be assessed an
additional fee as defined under RCW41.50.110(5).

"M SCELLANEQUS"

NEW SECTI ON\. Sec. 1201. (1) Except for sections 408 and 901
t hrough 906 of this act, this act takes effect March 1, 2002.

(2) Section 408 of this act takes effect January 1, 2004.

(3) Sections 901 through 906 of this act take effect Septenber 1,
2000.

NEW SECTI ON. Sec. 1202. Subchapter headings in this act are not
any part of the |aw.

Passed the Senate March 9, 2000.

Passed the House March 9, 2000.

Approved by the Governor March 31, 2000.

Filed in OOfice of Secretary of State March 31, 2000.
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