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SUBSTI TUTE HOUSE BI LL 2197

Passed Legislature - 2003 Regul ar Session
St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By House Committee on Appropriations (originally sponsored by
Representatives Conway, Benson, G ant, McDonal d, Dunshee, Cox,
Ruder man, Buck, M oscia, Delvin, Cooper, Hi nkle, Gonbosky, Canpbell
Si npson, Linville, Hunt, Berkey and Bush)

READ FI RST TI ME 03/ 10/ 03.

AN ACT Relating to inplenenting Initiative Measure No. 790;
amendi ng RCW 44.44.040 and 41.45.060; reenacting and anending RCW
41.45. 070 and 43. 79A.040; adding new sections to chapter 41.26 RCW
adding a new section to chapter 41.45 RCW creating a new section; and
decl ari ng an energency.

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

NEW SECTION. Sec. 1. The law enforcenent officers' and fire
fighters' plan 2 retirenment board established in section 4, chapter 2,
Laws of 2003 has the followng duties and powers in addition to any
ot her duties or powers authorized or required by law. The board:

(1) Shall enploy staff as necessary to inplenment the purposes of
chapter 2, Laws of 2003. Staff nust be state enpl oyees under Title 41
RCW

(2) Shall adopt an annual budget as provided in section 5, chapter
2, Laws of 2003. Expenses of the board are paid fromthe expense fund
created in section 6 of this act;

(3) May nmeke, execute, and deliver contracts, conveyances, and
ot her instrunents necessary to exercise and discharge its powers and
duti es;
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(4) May contract for all or part of the services necessary for the
managenent and operation of the board with other state or nonstate
entities authorized to do business in the state; and

(5) May contract with actuaries, auditors, and ot her consultants as
necessary to carry out its responsibilities.

Sec. 2. RCW44.44.040 and 1987 ¢ 25 s 3 are each anended to read
as follows:

The office of the state actuary shall have the foll ow ng powers and
duti es:

(1) Performall actuarial services for the departnent of retirenent
systens, including all studies required by | aw. Rei nbursenent for such
services shall be made to the state actuary pursuant to the provisions
of RCW 39. 34. 130 as now or hereafter anended.

(2) Advise the legislature and the governor regarding pension
benefit provisions, and funding policies and i nvestnment policies of the
state investnent board.

(3) Consult with the legislature and the governor concerning
determ nation of actuarial assunptions wused by the departnent of
retirenment systens.

(4) Prepare a report, to be known as the actuarial fiscal note, on
each pension bill introduced in the |egislature which briefly explains
the financial inpact of the bill. The actuarial fiscal note shall
i ncl ude: (a) The statutorily required contribution for the biennium
and the following twenty-five years; (b) the biennial cost of the
i ncreased benefits if these exceed the required contribution; and (c)
any change in the present value of the unfunded accrued benefits. An
actuarial fiscal note shall also be prepared for all anmendnents which
are offered in commttee or on the floor of the house of
representatives or the senate to any pension bill. However, a mgjority
of the nenbers present may suspend the requirenent for an actuaria
fiscal note for amendnents offered on the floor of the house of
representatives or the senate.

(5) Provide such actuarial services to the legislature as nay be
requested fromtine to tine.

(6) Provide staff and assistance to the commttee established under
RCW ( (46-—44-050)) 44.44.050.

2197-S. SL p. 2
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(7) Provide actuarial assistance to the |aw enforcenent officers’
and fire fighters' plan 2 retirenent board as provided in chapter 2,
Laws of 2003. Rei nbursenent for services shall be made to the state
actuary under RCW 39.34.130 and section 5(5), chapter 2, Laws of 2003.

Sec. 3. RCWA41.45.060 and 2002 ¢ 26 s 2 are each anended to read
as follows:

(1) The state actuary shall provide actuarial valuation results
based on the econom c assunptions and asset val ue snpothing technique
i ncluded in RCW41. 45. 035 or adopted by the council under RCW41. 45. 030
or 41.45.035.

(2) Not later than Septenmber 30, 2002, and every two years
thereafter, consistent wth the econom c assunptions and asset val ue
snoot hing technique included in RCW 41.45.035 or adopted under RCW
41.45.030 or 41.45.035, the council shall adopt and nay nake changes
t o:

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

(b) Basic enployer contribution rates for the public enployees'
retirement system the teachers' retirenent system and the Washi ngton
state patrol retirenent system to be used in the ensuing biennial
period; and

(c) A basic enployer contribution rate for the school enployees’
retirement system for funding both that system and the public
enpl oyees' retirenent system plan 1.

The contribution rates adopted by the council shall be subject to
revision by the | egislature.

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

(a) 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 |ater than June 30, 2024, except as provided in subsection (5) of
this section; and

(b) To also continue to fully fund the public enpl oyees' retirenent
system plans 2 and 3, the teachers' retirenment system plans 2 and 3,
and the school enployees' retirenent system plans 2 and 3((;—and—the
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in accordance with RCW 41.45. 061, 41.45.067, and this section((—and

(6} For—the—taw—enfor cerent—obt] . |t £ ahters :

of the retirenent system).

(4) The aggregate actuarial cost nethod shall be used to calcul ate
a conbined plan 2 and 3 enployer contribution rate and a Washi ngton
state patrol retirenment systemcontribution rate.

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

(6) The director of the departnent of retirenment systens shall
collect the rates established in RCW 41. 45. 053 t hrough June 30, 2003.
Thereafter, the director shall collect those rates adopted by the
council. The rates established in RCW 41.45.053, or by the council
shal | be subject to revision by the council.

NEW SECTION. Sec. 4. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) Not later than Septenber 30, 2004, and every even-nunbered year
thereafter, the law enforcenent officers' and fire fighters' plan 2
retirement board shall adopt contribution rates for the | aw enforcenent
officers' and fire fighters' retirenment system plan 2 as provided in
RCW 41. 26. 720(1) (a) .

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

Sec. 5. RCW 41.45.070 and 2001 2nd sp.s. ¢ 11 s 16 and 2001 2nd
sp.s. ¢ 11 s 15 are each reenacted and anended to read as foll ows:

2197-S. SL p. 4
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(1) In addition to the basic enployer contribution rate established
in RCW 41.45.060 ((e+—41-45053)), the departnent shall also charge
enpl oyers of public enployees' retirenent system teachers' retirenent
system school enployees' retirenent system or Washi ngton state patrol
retirement system nenbers an additional supplenental rate to pay for
the cost of additional benefits, if any, granted to nmenbers of those

systens. Except as provided in subsections (6) and (7) of this
section, the supplenental 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
aut hori zes additional benefits.

(2) In addition to the basic nenber, enployer, and state
contribution rate established in ((REA4145-0606+41-45-053)) section
4 of this act for the law enforcenment officers' and fire fighters'
retirement system plan 2, the departnent shall also establish ((&))
suppl enental rates to pay for the cost of additional benefits, if any,
granted to nenbers of the |law enforcenent officers' and fire fighters
retirenment systemplan 2. Except as provided in subsection (6) of this
section, ((t+his)) these supplenental rates shall be calculated by the
actuary retained by the law enforcenent officers’' and fire fighters
board and the state actuary through the process provided in RCW
41.26.720(1)(a) and the state treasurer shall transfer the additional
requi red contributions regardl ess of | anguage to the contrary cont ai ned
in the statute which authorizes the additional benefits.

(3) The supplenental rate charged under this section to fund
benefit increases provided to active nenbers of the public enpl oyees’
retirement systemplan 1, the teachers' retirenment systemplan 1, and
Washi ngton state patrol retirenment system shall be calculated as the
| evel percentage of all nenbers' pay needed to fund the cost of the
benefit not later than June 30, 2024.

(4) The supplenental rate charged under this section to fund
benefit increases provided to active and retired nenbers of the public
enpl oyees' retirenent system plan 2 and plan 3, the teachers
retirement system plan 2 and plan 3, or the school enployees
retirement systemplan 2 and pl an 3((—e+—thetaw-enforcenent—offiecers—
anrd—FHre—fHghters—retirerent—systemplan—2,-)) shall be cal cul ated as
the | evel percentage of all nenbers' pay needed to fund the cost of the
benefit, as cal cul ated under RCW 41.45. 060, 41.45.061, or 41.45. 067.
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(5 The supplenental rate charged under this section to fund
postretirenent adjustnents which are provided on a nonautonmatic 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 automatic
postretirenment adjustnents for active or retired nenbers of the public
enpl oyees' retirenent systemplan 1 and the teachers' retirenent system
plan 1 shall be calculated as the |evel percentage of pay needed to
fund the cost of the automatic adjustnents not later 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.

NEW SECTION. Sec. 6. (1) A law enforcenent officers' and fire
fighters' retirenent system plan 2 expense fund is created within the
| aw enforcenent officers' and fire fighters' retirenment system plan 2
f und.

(2) The state investnent board has the full power to invest,
rei nvest, manage, contract, sell, or exchange investnent noney in the
expense fund. The state investnment board is authorized to adopt

i nvestnment policies for the noney in the expense fund. All investnent
and operating costs associated with the investnent of noney shall be
paid pursuant to RCW 43. 33A. 160 and 43.84.160. Wth the exception of
t hese expenses, the earnings fromthe i nvestnent of the noney shall be
retained by the | aw enforcenent officers' and fire fighters' retirenent
system plan 2 fund.

(3) All investnents nmade by the investnent board shall be nade with
the exercise of that degree of judgnent and care pursuant to RCW
43.33A. 140 and the investnent policy established by the state
i nvest ment board.

(4) When appropriate for investnent purposes, the state investnent
board may comm ngl e noney in the expense fund with ot her funds.

2197-S. SL p. 6
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(5) The authority to establish all policies relating to the expense
fund, other than the investnment policies as set forth in subsections
(2) through (4) of this section, resides wth the |aw enforcenent
officers' and fire fighters' plan 2 retirenent board. Wth the
exception of investnents by, and expenses of, the state investnent
board set forth in subsection (2) of this section, disbursements from
this expense fund may be made only on the authorization of the |aw
enforcenment officers' and fire fighters' plan 2 retirenent board, and
money in the expense fund nmay be spent only for the purposes of
defraying the expenses of the law enforcenent officers’' and fire
fighters' plan 2 retirenent board as provided in section 5, chapter 2,
Laws of 2003.

(6) The state investnent board shall routinely consult and
communicate with the | aw enforcenent officers' and fire fighters' plan
2 retirenment board on the investnent policy, earnings of the trust, and
rel ated needs of the expense fund.

(7) The law enforcenent officers' and fire fighters' plan 2
retirement board shall admnister the expense fund in a manner
reasonably designed to be actuarially sound. The assets of the expense
fund must be sufficient to defray the obligations of the account
including the costs of adm nistration. Money used for admnistrative
expenses is subject to the allotnment of all expenditures pursuant to
chapter 43.88 RCW However, an appropriation is not required for
expenditures. Adm nistrative expenses include, but are not limted to,
the salaries and expenses of |aw enforcenent officers' and fire
fighters' plan 2 retirenment board personnel including |ease paynents,
travel, and goods and services necessary for operation of the board,
audits, and other general costs of conducting the business of the
boar d.

(8 The state investnent board shall allocate from the |[|aw
enforcenment officers' and fire fighters' retirenent systemplan 2 fund
to the expense fund the anpbunt necessary to cover the expenses of the
| aw enforcenent officers' and fire fighters' plan 2 retirenent board.

NEW SECTION. Sec. 7. Al expenses of the departnment and the
office of the state actuary related to the inplenentation of chapter 2,
Laws of 2003 shall be reinbursed fromthe | aw enforcenent officers' and
fire fighters' retirenent system expense fund under RCW 39. 34. 130.

p. 7 2197-S. SL
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Sec. 8. RCW 43.79A 040 and 2002 ¢ 322 s 5, 2002 c 204 s 7, and
2002 ¢ 61 s 6 are each reenacted and anended to read as foll ows:

(1) Money in the treasurer's trust fund may be deposited, invested,
and reinvested by the state treasurer in accordance wth RCW 43. 84. 080
in the sane manner and to the sanme extent as if the noney were in the
state treasury.

(2) Al incone received frominvestnent of the treasurer's trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.

(3) The investnent inconme account may be utilized for the paynent
of purchased banking services on behalf of treasurer's trust funds
i ncl udi ng, but not limted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent incone account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynents shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnment incone account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's or fund's
average daily balance for the period: The Washington pron se

scholarship account, the college savings program account, the
Washi ngton advanced college tuition paynent program account, the
agricultural local fund, the Anerican Indian scholarship endowrent
fund, the basic health plan self-insurance reserve account, the
Washi ngton state conbined fund drive account, the \Washington
i nternational exchange schol arship endowrent fund, the devel opnenta
di sabilities endowent trust fund, the energy account, the fair fund,
the fruit and vegetable inspection account, the gane farm alternative
account, the grain inspection revolving fund, the juvenile
accountability incentive account, the law enforcenent officers' and
fire fighters' plan 2 expense fund, the rural rehabilitation account,
t he stadi um and exhi bition center account, the youth athletic facility
account, the self-insurance revolving fund, the sulfur dioxide
abatenent account, and the children's trust fund. However, the

2197-S. SL p. 8
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earnings to be distributed shall first be reduced by the allocation to
the state treasurer's service fund pursuant to RCW 43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The advanced right of way
revolving fund, the advanced environnmental mtigation revolving
account, the city and county advance right-of-way revolving fund, the
federal narcotics asset forfeitures account, the high occupancy vehicle

account, the 1ocal rail service assistance account, and the
m scel | aneous transportati on progranms account.
(5 In conformance with Article Il, section 37 of the state

Constitution, no trust accounts or funds shall be allocated earnings
wi thout the specific affirmative directive of this section.

NEW SECTION. Sec. 9. Sections 1, 6, and 7 of this act are each
added to chapter 41.26 RCWand codified with the subchapter headi ng of
"plan 2 governance."

NEW SECTION. Sec. 10. In the event a final judicial decision
renders Initiative Measure No. 790 unenforceable, in whole or in part,
making this act or parts of this act unnecessary, unreasonable, or
i npossible to inplenent, the director of the departnent of retirenent
systens shall adopt rules as necessary to inplenent chapters 41.26 and
41.45 RCW as they existed on Novenber 1, 2002. The director shal
prepare and submt corrective legislation to the |egislature.

NEW SECTION. Sec. 11. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 12. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

Passed by the House March 18, 2003.

Passed by the Senate April 15, 2003.

Approved by the Governor April 23, 2003.

Filed in Ofice of Secretary of State April 23, 2003.
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