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SENATE BI LL 6079

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on
By Senators Schm dt, Zarelli, Hewitt and Milliken
Read first time 03/04/2005. Referred to Commttee on Ways & Means.

AN ACT Relating to the role of the pension funding council;
amendi ng RCW 41. 04. 281, 41.45.030, 41.45.035, 41.45.060, 41.45.100, and
41.45.120; reenacting and anending RCW 41.45.060; providing an
effective date; and providing an expiration date.

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

Sec. 1. RCW41.04.281 and 2003 ¢ 295 s 5 are each anended to read
as follows:

The sel ect conmttee on pension policy has the foll ow ng powers and
duti es:

(1) Study pension issues, develop pension policies for public
enpl oyees in state retirenent systens, and nake recommendations to the
| egi sl ature;

(2) Study the financial condition of the state pension systens,
devel op fundi ng policies, and make recomendations to the | egislature;

(3) Consult with the chair and vice-chair on appointing nmenbers to
the state actuary appoi ntnent conm ttee upon the convening of the state
actuary appoi ntment commttee established under RCW 44. 44.013; and

(4) Receive the results of the actuarial audits of the actuaria
val uations and experience studies adm ni stered by the pension funding
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council pursuant to RCW 41.45.110. The select commttee on pension
policy shall study and make recommendati ons on changes to ((assurptiens
er)) contribution rates to the pension funding council prior to
adoption of changes under RCW ((4+45-030,—4145-035—6+—4145-060))
41. 45. 054.

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

(1) Beginning April 1, 2004, and every four years thereafter, the
state actuary shall ((submt—to—the—€ouneit)) publish information
regardi ng the econom c experience and financial condition of each state
retirement system ((The council shall review this and such other

ot : : |

3y)) (2) The assunptions and the asset val ue snoothing techni que
established in RCW 41.45.035, as nodified in the future by the
((eeounett—or)) legislature, shall be used by the state actuary in
conducting all actuarial studies of the state retirenment systens,
i ncludi ng actuarial fiscal notes under RCW 44.44.040. The assunptions
shall also be used for the admnistration of benefits under the
retirement plans listed in RCW 41.45.020, pursuant to tinelines and
condi tions established by departnent rules.

Sec. 3. RCWA41.45.035 and 2004 c 93 s 2 are each anended to read
as follows:

(1) Beginning July 1, 2001, the following long-term economc
assunptions shall be used by the state actuary for the purposes of RCW
41. 45. 030:

(a) The growmh in inflation assunption shall be 3.5 percent;
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(b) The growh in salaries assunption, exclusive of nerit or
| ongevity increases, shall be 4.5 percent;

(c) The investnent rate of return assunption shall be 8 percent;
((and))

(d) The growh in system nenbership assunption shall be 1.25
percent for the public enployees' retirenent system the school
enpl oyees' retirenent system and the |law enforcenent officers’ and
fire fighters' retirenment system The assunption shall be .90 percent
for the teachers' retirenment systent and

(e) The state actuary shall periodically review the appropriateness
of the assunptions in this section and recommend changes to the
| eqgi sl ature as necessary.

(2)(a) Beginning wth actuarial studies done after July 1, 2003,
changes to plan asset values that vary from the |ong-term investnent
rate of return assunption shall be recognized in the actuarial val ue of
assets over a period that varies up to eight years depending on the
magni tude of the deviation of each year's investnment rate of return
relative to the long-term rate of return assunption. Begi nning with
actuarial studies perforned after July 1, 2004, the actuarial val ue of
assets shall not be greater than one hundred thirty percent of the
mar ket val ue of assets as of the valuation date or |ess than seventy
percent of the market value of assets as of the valuation date.

. I he | eais .

(b) The state actuary shall periodically review the appropriateness
of the asset snoothing nethod in this section and reconmmend changes to
the | egislature as necessary.

Sec. 4. RCWA41.45.060 and 2003 ¢ 294 s 10 and 2003 ¢ 92 s 3 are
each reenacted and anmended to read as foll ows:

(1) The state actuary shall provide actuarial valuation results
based on the econom ¢ assunptions and asset val ue snoot hi ng techni que
included in RCW 41.45.035 ((er—adepted—by—the—councH—under—RCW
4145 -030—6+—41-45-035) ) .

(2) Not Ilater than Septenmber 30, 2002, and every two years
thereafter, consistent with the actuarial valuation report audited
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pursuant to RCW 41.45.110 and based on the econom ¢ assunptions and
asset val ue snoothing technique included in RCW 41.45.035 or adopted
under RCW 41.45.030 or 41.45.035, the council shall adopt ((anrd—mray
wake changes to)):

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

(b) Basic enployer contribution rates for the public enployees'
retirement system the teachers' 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’
retirenment systemplan 1, the teachers' retirenment systemplan 1, and
the | aw enforcenent officers' and fire fighters' retirenent system pl an
1 not later than June 30, 2024; and

(b) To also continue to fully fund the public enpl oyees' retirenent
system plans 2 and 3, the teachers' retirenent system plans 2 and 3,
and the school enployees' retirenent systemplans 2 and 3 in accordance
with RCW41.45. 061, 41.45.067, and this section.

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

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

(6) The director of the departnent of retirenment systens shall
coll ect the rates ((estabHshedi+n ROW41 45053 through—June 302003
Fhereatter—the—director—shalt—eolleet—those—rates)) adopted by the
counci | . The rates established ((+H+—REW4145-053—+e6+)) by the
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council ((+)) shall be subject to revision by the ((eeunrett))
| eqgi sl ature.

Sec. 5. RCW41.45.060 and 2004 c 242 s 39 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 snoot hi ng techni que
included in RCW 41.45.035 ((er—adepted—by—the—ecouncH—under—RCW
4145 -030—6+—41-45-035) ) .

(2) Not later than Septenmber 30, 2002, and every two years
thereafter, consistent with the actuarial valuation report audited
pursuant to RCW 41.45.110 and based on the econom c assunptions and
asset val ue snoothing technique included in RCW 41.45.035 or adopted
under RCW 41.45.030 or 41.45.035, the council shall adopt ((and—mray
wake changes to)):

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

(b) Basic enployer contribution rates for the public enployees’
retirement system the teachers' 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 and the public safety enployees' retirenent system
for funding both those systens and the public enployees' retirenent
system pl an 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’
retirenment systemplan 1, the teachers' retirenment systemplan 1, and
the | aw enforcenent officers' and fire fighters' retirenent system pl an
1 not later than June 30, 2024; and

(b) To fully fund the public enployees' retirenment system plans 2
and 3, the teachers' retirenent systemplans 2 and 3, the public safety
enpl oyees' retirement system plan 2, and the school enployees
retirement system plans 2 and 3 in accordance wth RCW 41.45.061,
41. 45. 067, and this section.
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(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 retirenent systemcontribution rate.

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

(6) The director shall collect those rates adopted by the council.
The rates established in RCW 41.45.054, or by the council, shall be
subject to revision by the |legislature.

Sec. 6. RCWA41.45.100 and 1998 c 283 s 2 are each anended to read
as follows:

(1) The pension funding council is hereby created. The counci
consi sts of the:

(a) Director of the departnment of retirenent systens;

(b) Director of the office of financial nmnanagenent;

(c) Chair and ranking mnority nenber of the house of
representatives appropriations commttee; and

(d) Chair and ranking mnority nenber of the senate ways and neans
comm ttee.

The council may select officers as the nenbers deem necessary.

(2) The pension funding council shall ((adept—ehangesto—econome€
assurptions—and—econtrbutton—+ates)) act by an affirnmative vote of at

| east four nenbers.

Sec. 7. RCW41.45.120 and 1998 c 283 s 4 are each anended to read
as follows:

(1) A pension funding work group is hereby created. The work group
shal |l consist of one staff nmenber selected by the executive head or
chai rperson of each of the follow ng agencies or commttees:

(a) Departnent of retirenment systens;

(b) Ofice of financial managenent;

(c) State investnent board;

(d) Ways and neans commttee of the senate;

(e) Appropriations commttee of the house of representatives; and

(f) Econom c and revenue forecast council.
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(2) The state actuary shall nake available to the work group

information rel ated to ((econemec—assunptions—and)) contribution rates.

(3) The pension funding work group shall provide support to the

pensi on funding council. Meetings of the pension funding work group
may be called by any nmenber of the group for the purpose of assisting
the pension funding council, reviewng actuarial valuations of the

state retirement systens, ((revi-ew-hg—economi-c—assunaptions-)) or for
any ot her purpose which may assist the pension funding council.

(4) Recommendations from both affected enpl oyee and enpl oyer groups
wll be actively sought during the work group process. The work group
shal | conduct an open public neeting on these reconmendati ons.

NEW SECTION. Sec. 8. Section 4 of this act expires July 1, 2006.

NEW SECTION. Sec. 9. Section 5 of this act takes effect July 1,
2006.

~-- END ---
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