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SUBSTI TUTE SENATE BI LL 5174

Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by Senators
Pridenore and Schoesler; by request of Select Commttee on Pension
Pol i cy)

READ FI RST TI ME 02/ 01/ 07.

AN ACT Relating to corrections in the public retirenment systens;
anendi ng RCW 41.04. 410, 41.04.440, 41.04.445, 41.04.450, 41.05. 320,
41. 24. 400, 41.26.080, 41.26.195, 41.31A 020, 41.37.010, and 41.45. 203;
reenacting and anendi ng RCW 6. 15. 020; and creating a new section.

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

Sec. 1. RCW6.15.020 and 1999 ¢ 81 s 1 and 1999 c 42 s 603 are
each reenacted and anmended to read as foll ows:

(1) It is the policy of the state of Washington to ensure the well -
being of its citizens by protecting retirenment incone to which they are
or may becone entitled. For that purpose generally and pursuant to the
authority granted to the state of Washington under 11 U S. C  Sec.
522(b)(2), the exenptions in this section relating to retirenent
benefits are provided.

(2) Unless otherw se provided by federal |aw, any noney received by
any citizen of the state of Washington as a pension fromthe governnent
of the United States, whether the sane be in the actual possession of
such person or be deposited or | oaned, shall be exenpt from execution,
attachnent, garnishnent, or seizure by or under any |egal process
what ever, and when a debtor dies, or absconds, and |eaves his or her
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famly any noney exenpted by this subsection, the sane shall be exenpt
to the famly as provided in this subsection. This subsection shal
not apply to child support collection actions issued under chapter
26.18, 26.23, or 74.20A RCW if otherw se permtted by federal |aw

(3) The right of a person to a pension, annuity, or retirenment
al l owance or disability all owance, or death benefits, or any optional
benefit, or any other right accrued or accruing to any citizen of the
state of Washington under any enployee benefit plan, and any fund
created by such a plan or arrangenent, shall be exenpt from execution
attachnent, garnishnent, or seizure by or wunder any |egal process
what ever. This subsection shall not apply to child support collection
actions issued under chapter 26.18, 26.23, or 74.20A RCWif otherw se
permtted by federal law. This subsection shall permt benefits under
any such plan or arrangenent to be payable to a spouse, forner spouse,
child, or other dependent of a participant in such plan to the extent
expressly provided for in a qualified donmestic relations order that
nmeets the requirenents for such orders under the plan, or, in the case
of benefits payabl e under a plan described in sections 403(b) or 408 of
the internal revenue code of 1986, as anmended, or section 409 of such
code as in effect before January 1, 1984, to the extent provided in any
order issued by a court of conpetent jurisdiction that provides for
mai nt enance or support. This subsection shall not prohibit actions
agai nst an enployee benefit plan, or fund for wvalid obligations
incurred by the plan or fund for the benefit of the plan or fund.

(4) For the purposes of this section, the term "enpl oyee benefit
pl an" neans any plan or arrangenent that is described in RCW49. 64. 020,
i ncl udi ng any Keogh plan, whether funded by a trust or by an annuity
contract, and in sections 401(a) or 403(a) of the internal revenue code
of 1986, as anended; or that is a tax-sheltered annuity described in
section 403(b) of such code or an individual retirenent account
described in section 408 of such code; or a Roth individual retirenent
account described in section 408A of such code; or a nedical savings
account described in section 220 of such code; or an education
i ndi vidual retirenment account described in section 530 of such code; or
a retirenent bond described in section 409 of such code as in effect
before January 1, 1984. The term "enpl oyee benefit plan" also neans
any rights accruing on account of noney paid currently or in advance
for purchase of tuition units under the advanced college tuition

SSB 5174. SL p. 2
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paynment program in chapter 28B.95 RCW The term "enpl oyee benefit
pl an" shall not include any enpl oyee benefit plan that is established
or maintained for its enployees by the governnent of the United States,
by the state of Washington under chapter 2.10, 2.12, 41.26, 41.32
41.34, 41.35, 41.37, 41.40, or 43.43 RCW or RCW 41.50.770, or by any
agency or instrunentality of the governnent of the United States.

(5) An enployee benefit plan shall be deened to be a spendthrift
trust, regardl ess of the source of funds, the rel ationship between the
trustee or custodian of the plan and the beneficiary, or the ability of
the debtor to withdraw or borrow or otherwi se becone entitled to
benefits from the plan before retirenent. Thi s subsection shall not
apply to child support collection actions issued under chapter 26.18,
26.23, or 74.20A RCW if otherwise permtted by federal |aw. Thi s
subsection shall permt benefits under any such plan or arrangenent to
be payable to a spouse, forner spouse, child, or other dependent of a
participant in such plan to the extent expressly provided for in a
qualified donestic relations order that neets the requirenents for such
orders under the plan, or, in the case of benefits payabl e under a plan
described in sections 403(b) or 408 of the internal revenue code of
1986, as anended, or section 409 of such code as in effect before
January 1, 1984, to the extent provided in any order issued by a court
of conpetent jurisdiction that provides for nmaintenance or support.

(6) Unless contrary to applicable federal Iaw, nothing contained in
subsection (3), (4), or (5 of this section shall be construed as a
termnation or limtation of a spouse's comunity property interest in
an individual retirement account held in the name of or on account of
the other spouse, the account hol der spouse. At the death of the
nonaccount hol der spouse, the nonaccount hol der spouse nay transfer or
distribute the comunity property interest of the nonaccount hol der
spouse in the account hol der spouse's individual retirenent account to
t he nonaccount hol der spouse's estate, testanentary trust, inter vivos
trust, or other successor or successors pursuant to the last wll of
t he nonaccount hol der spouse or the law of intestate succession, and
that distributee may, but shall not be required to, obtain an order of
a court of conpetent jurisdiction, including a nonjudicial dispute
resol ution agreenment ((eptered—+nto—pursuant—to—ROAN11-96-170)) or
other order entered under chapter 11.96A RCW to confirm the
di stribution. For purposes of subsection (3) of this section, the

p. 3 SSB 5174. SL
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distributee of the nonaccount holder spouse's comunity property
interest in an individual retirement account shall be considered a
person entitled to the full protection of subsection (3) of this
section. The nonaccount hol der spouse's consent to a beneficiary
desi gnation by the account hol der spouse with respect to an i ndividual
retirement account shall not, absent clear and convincing evidence to
the contrary, be deened a release, gift, relinquishment, termnation,
l[imtation, or transfer of the nonaccount holder spouse's community
property interest in an individual retirement account. For purposes of
this subsection, the term "nonaccount hol der spouse” neans the spouse
of the person in whose nane the individual retirenment account 1is
mai nt ai ned. The term "individual retirenment account” includes an
i ndi vidual retirenent account and an individual retirenent annuity both
as described in section 408 of the internal revenue code of 1986, as
anended, a Roth individual retirenment account as described in section
408A of the internal revenue code of 1986, as anended, and an
i ndividual retirenment bond as described in section 409 of the internal
revenue code as in effect before January 1, 1984. As used in this
subsection, an order of a court of conpetent jurisdiction includes an
agreenent, as that termis used under RCW 11. 96A. 220.

Sec. 2. RCW41.04.410 and 1984 c 184 s 24 are each anmended to read
as follows:

If a consolidated enployer is a participating nenber in the public
enpl oyees' retirement system under chapter 41.40 RCW prior to the
consolidation or in the public safety enployees' retirenent system
under chapter 41.37 RCWprior to the consolidation:

(1) Al existing enployees of the consolidated enployer who are
active nmenbers of the public enployees' or public safety enployees’
retirenment systeminmrediately prior to the consolidation shall continue
to be nenbers of that retirenment system while enployed by the
consol i dat ed enpl oyer.

(2) Al existing enployees of the consolidated enployer who are
active nmenbers of a first class city retirenent system under chapter
41.28 RCW imedi ately prior to the consolidation shall cease to be
menbers of that system at the tine of the consolidation and, if
eligible, shall imediately becone nenbers of the public enployees' or
public safety enployees' retirenent system However, any such active

SSB 5174. SL p. 4
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menber may, by a witing filed with the consolidated enployer within
thirty days after the consolidation or within thirty days after Mrch
15, 1984, whichever is later, irrevocably elect instead to continue to
be a nenber of the first class city retirement system thereby forever
wai ving any rights under the public enployees' or public safety
enpl oyees' retirement system based upon enploynent wth the
consol i dat ed enpl oyer.

(3) Only prospective periods of qualifying service under the public
enpl oyees' or public safety enployees' retirenent system may be
establ i shed under this section.

Sec. 3. RCW 41.04.440 and 2000 c¢ 247 s 1101 are each amended to
read as foll ows:

(1) The sol e purpose of RCW41.04.445 and 41.04.450 is to allow the
menbers of the retirenment systens created in chapters 2.10, 2.12,
41.26, 41.32, 41.35, 41.37, 41.40, 41.34, and 43.43 RCWto enjoy the
tax deferral benefits allowed under 26 U S.C  414(h). Chapter 227
Laws of 1984 does not alter in any manner the provisions of RCW
41. 45. 060, 41.45.061, and 41.45.067 which require that the nenber
contribution rates shall be set so as to provide fifty percent of the
cost of the respective retirenent plans.

(2) Should the legislature revoke any benefit allowed under 26
US. C 414(h), no affected enployee shall be entitled thereafter to
recei ve such benefit as a matter of contractual right.

Sec. 4. RCW 41.04.445 and 2000 c 247 s 1102 are each anmended to
read as foll ows:

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

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

(b) Enpl oyees of the state under the retirenent system established
by chapter 41.32, 41.37, 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 establ i shed by chapter 41.32 or 41.40 RCW or

p. 5 SSB 5174. SL
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(e) Enployees of community 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 ementation 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) RCW 2.10.090(1);

(b) RCW2.12.060;

(c) RCW 2.14.090;

(d) RCWA41l. 32. 263;

(e) RCWA41. 32. 350;

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

(g) RCW41.45.061 and 41. 45. 067,

(h) RCWA41. 34.070;

(i) RCW43.43.300; and

(j) RCWA41. 34. 040.

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

(4) Al nmenber 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 nenber upon the
wi t hdrawal of funds or | unp-sum paynent of accunul ated contributions 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 al
menbers; and

(b) Notification of such inplementation to the director of the
departnent of retirenment systens.

Sec. 5. RCW41.04.450 and 2003 ¢ 294 s 1 are each anended to read
as follows:

(1) Enployers of those nenbers under chapters 41.26, 41.34, 41. 35,
41.37, and 41.40 RCWwho are not specified in RCW41. 04. 445 may choose
to i nplenment the enpl oyer pick up of all nenber contributions w thout
exception under RCW 41.26.080(1)(a), 41. 26. 450, 41. 40. 330( 1),

SSB 5174. SL p. 6
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41. 45. 060, 41.45.061, and 41.45.067 and chapter 41.34 RCW I f the
enpl oyer does so choose, the enpl oyer and nenbers shall be subject to
the conditions and limtations of RCW41.04.445 (3), (4), and (5) and
RCW 41. 04. 455.

(2) An enployer 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 followng forty-five
days prior notice to the director of the departnment of retirenent
syst ens.

Sec. 6. RCW41.05.320 and 1995 1st sp.s. ¢ 6 s 13 are each anended
to read as foll ows:

(1) Elected officials and all permanent enpl oyees of the state are
eligible to participate in the benefits contribution plan and
contribute anount(s) by agreenment with the authority. The authority
may adopt rules to permt participation in the plan by tenporary
enpl oyees of the state.

(2) Persons eligible under subsection (1) of this section nmay enter
into benefits contribution agreenents with the state.

(3)(a) In the initial year of the nedical flexible spending
arrangenent or cafeteria plan, if authorized, an eligible person nmay
beconme a participant after the adoption of the plan and before its
effective date by agreeing to have a portion of his or her gross salary
contributed and deposited into a health care and ot her benefits account
to be used for reinbursenent of expenses covered by the plan.

(b) After the initial year of the nedical flexible spending
arrangenent or cafeteria plan, if authorized, an eligible person nmay
become a participant for a full plan year, wth annual benefit
sel ection for each new plan year nmade before the beginning of the plan
year, as determ ned by the authority, or upon becom ng eligible.

(c) Once an eligible person elects to participate and the anount of
gross salary that he or she shall contribute and the benefit for which
the funds are to be used during the plan year is determ ned, the
agreenent shall be irrevocable and may not be anended during the plan
year except as provided in (d) of this subsection. Prior to making an
election to participate in the ((benretttfs})) benefits contribution
plan, the eligible person shall be informed in witing of all the

p. 7 SSB 5174. SL
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benefits and contributions that wll occur as a result of such
el ection.

(d) The authority shall provide in the benefits contribution plan
that a participant may enroll, termnate, or change his or her election
after the plan year has begun if there is a significant change in a
participant's status, as provided by 26 US. C. Sec. 125 and the
regul ati ons adopted under that section and defined by the authority.

(4) The authority shall establish as part of the benefits
contribution plan the procedures for and effect of wthdrawal fromthe
pl an by reason of retirenent, death, |eave of absence, or term nation
of enploynent. To the extent possible under federal law, the authority
shal |l protect participants fromforfeiture of rights under the plan

(5) Any contribution under the benefits contribution plan shall
continue to be included as reportable conpensation for the purpose of
conputing the state retirenent and pension benefits earned by the
enpl oyee pursuant to chapters 41.26, 41.32, 41.35, 41.37, 41.40, and
43. 43 RCW

Sec. 7. RCW41.24.400 and 1999 c 148 s 31 are each anended to read
as follows:

(1) Except as provided in subsection (2) of this section, any
muni ci pal ity may nmake provision by appropriate |egislation and paynent
of fees required by RCW41.24.030(1) solely for the purpose of enabling
any reserve officer to enroll under the retirenment pension provisions
of this chapter or fees required under RCW41.24.030(1) to pay for the
costs of extending the relief provisions of this chapter to its reserve
of ficers.

(2) A reserve officer is not eligible to receive a benefit under
the retirement provisions of this chapter for service under chapter
41.26, 41.32, 41.35, 41.37, or 41.40 RCW

(3) Every nunicipality shall nake provisions for the collection and
paynment of the fees required under this chapter, and shall continue to
make provisions for all reserve officers who cone under this chapter as
|l ong as they continue to be enployed as reserve officers.

(4) Except as provided under RCW 41.24.450, a reserve officer is
not eligible to receive a benefit under the relief provisions of this
chapter.

SSB 5174. SL p. 8
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Sec. 8. RCW 41.26.080 and 2000 2nd sp.s. ¢ 1 s 907 are each
anmended to read as foll ows:

(1) Except as set forth under subsection (2) of this section, the
total liability of the plan 1 systemshall be funded as foll ows:

(a) Every plan 1 nenber shall have deducted from each payroll a sum
equal to six percent of his or her basic salary for each pay period.

(b) Every enployer shall contribute nonthly a sum equal to siXx
percent of the basic salary of each plan 1 enpl oyee who is a nenber of
this retirement system The enployer shall transmt the enployee and
enpl oyer contributions with a copy of the payroll to the retirenent
system nont hl y.

(c) The remaining liabilities of the plan 1 system shall be funded
as provided in chapter 41.45 RCW

(d) Every nenber shall be deened to consent and agree to the
contribution made and provided for herein, and shall receipt in ful
for his or her salary or conpensation. Paynent |ess said contributions
shall be a conplete discharge of all clains and denmands what soever for
the services rendered by such person during the period covered by such
paynments, except his or her claimto the benefits to which he or she
may be entitled under the provisions of this chapter.

(2) No enpl oyer or nenber contribution is required after June 30,
2000, wunless the nost recent valuation study for |aw enforcenent
officers' and fire fighters' retirement system plan 1 indicates the
pl an has unfunded liabilities. The leqgislature clarifies the enactnent
of section 907, chapter 1, Laws of 2000 2nd sp. sess. and affirns the
suspension of enployer and nenber contributions to plan 1 of the |aw
enforcenent officers' and fire fighters' retirenent system effective
June 30, 2000, as provided in this subsection. The leqgislature intends
this 2007 anmendnent of this subsection to be curative, renedial, and
retrospectively applicable to June 30, 2000.

Sec. 9. RCWA41.26.195 and 2003 ¢ 294 s 2 are each anended to read
as follows:

Any nmenber of the teachers' retirenment systemplans 1, 2, or 3, the
public enpl oyees' retirenent systemplans 1, 2, or 3, the public safety
enpl oyees' retirenent system plan 2, the school enployees' retirenent
system plans 2 or 3, or the Washington state patrol retirenment system
plans 1 or 2 who has previously established service credit in the |aw

p. 9 SSB 5174. SL
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enforcenent officers' and fire fighters' retirenent systemplan 1 may
make an irrevocabl e election to have such service transferred to their
current retirenent systemand plan subject to the follow ng conditions:

(1) If the individual is enployed by an enployer in an eligible
position, as of July 1, 1997, the election to transfer service nust be
filed in witing with the departnent no later than July 1, 1998. | f
the individual is not enployed by an enployer in an eligible position,
as of July 1, 1997, the election to transfer service nust be filed in
witing with the departnment no | ater than one year fromthe date they
are enpl oyed by an enployer in an eligible position.

(2) An individual transferring service under this section forfeits
the rights to all benefits as a nmenber of the |aw enforcenent officers
and fire fighters' retirenent system plan 1 and wll be permanently
excl uded from nenber shi p.

(3) Any individual choosing to transfer service under this section
wi Il have transferred to their current retirenent systemand plan: (a)

All the individual's accumulated contributions; (b) an anount
sufficient to ensure that the enployer contribution rate in the
individual's current system and plan will not increase due to the

transfer; and (c) all applicable nonths of service, as defined in RCW
41.26.030(14) (a).

(4) If an individual has wthdrawn contributions from the |aw
enforcement officers' and fire fighters' retirenent systemplan 1, the
i ndi vidual may restore the contributions, together with interest as
determ ned by the director, and recover the service represented by the
contributions for the sole purpose of transferring service under this
section. The contributions nust be restored before the transfer can
occur and the restoration nust be conpleted wwthin the tine limtations
specified in subsection (1) of this section.

(5) Any service transferred under this section does not apply to
the eligibility requirenents for mlitary service credit as defined in
RCW 41. 40. 170(3) or 43.43.260(3).

(6) If an individual does not neet the time limtations of
subsection (1) of this section, the individual may elect to restore any
w thdrawn contributions and transfer service under this section by
payi ng the anount required under subsection (3)(b) of this section |ess
any enpl oyee contributions transferred.

SSB 5174. SL p. 10
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Sec. 10. RCW 41.31A. 020 and 2003 c 294 s 4 are each anended to
read as foll ows:

(1) On January 1, 2004, and on January 1st of even-nunbered years
thereafter, the nenber account of a person neeting the requirenents of
this section shall be credited by the extraordinary investnent gain
anmount .

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

(a) Any nenber of the teachers' retirenment system plan 3, the
Washi ngton school enployees' retirement system plan 3, or the public
enpl oyees' retirenent system plan 3 who earned service credit during
the twel ve-nmonth period from Septenber 1st to August 31st immedi ately
precedi ng the distribution and 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; or

(b) Any person in receipt of a benefit pursuant to RCW 41. 32. 875,
41. 35. 680, or 41.40.820; 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
nmont hs after attaining age ((HH+ty—+our)) forty-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 plan
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. 34. 020(8) and who has conpleted five service credit years by Mrch
1, 2002, and who transferred to plan 3 under RCW 41. 40.795; 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 imediately
precedi ng the distribution and who:

(1) Conpleted ten service credit years; or

(1i) Conpleted five service credit years, including twelve service

mont hs after attaining age ((H¥+ty—+our)) forty-four; or

p. 11 SSB 5174. SL
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(h) Any teacher who had a bal ance of at |east one thousand dollars
in their nmenber account on August 31st of the year imediately
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

(1) Any classified enployee who had a balance of at |east one
t housand dollars in their nmenber account on August 31st of the year
i medi 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 year imrediately
preceding the distribution and who has conpleted five service credit
years by Mrch 1, 2002, and who transferred to plan 3 under RCW
41. 40. 795.

(3) The extraordi nary investnent gain 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, the Washi ngton school enpl oyees' retirenment system
conbi 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 fisca
year not including the anmount attributable to nenber accounts;

(b) Miltiplied by the anmount which the conpound average of
i nvestnent 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

(ii) The sum of 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, the Washi ngton school enployees' retirenent
systemplan 2, or the public enployees' retirenent systemplan 2 during
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the twel ve-nmonth period from Septenber 1st to August 31st immedi ately
precedi ng the distribution;

(© Any person in receipt of a benefit pursuant to RCW41. 32. 765,
41. 35. 420, or 41.40.630; and

(D) Any person with five or nore years of service in the teachers
retirenment system plan 2, the Washi ngton school enployees' retirenent
systemplan 2, or the public enployees' retirenent systemplan 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 anmend or repeal this
section in the future and no nenber or beneficiary has a contractua
right to receive this distribution not granted prior to that tine.

Sec. 11. RCW41.37.010 and 2006 ¢ 309 s 2 are each anended to read
as follows:

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

(1) "Retirenent systemi neans the Washington public safety
enpl oyees' retirenent system provided for in this chapter.

(2) "Departnent” neans the departnent of retirenment systens created
in chapter 41.50 RCW

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

(4) " Enpl oyer ™ means the Washington state departnent of
corrections, the Washington state parks and recreati on conm ssion, the
Washi ngton state ganbling comm ssion, the Washington state patrol, and
the Washington state Iliquor control board; any county corrections
department; any city corrections departnment not covered under chapter
41.28 RCW or other enployers enploying statew de elective officials.

(5) "Menber" neans any enpl oyee enpl oyed by an enpl oyer on a full-
time basis:

(a) Wo is in a position that requires conpletion of a certified
crimnal justice training course and is authorized by their enployer to
arrest, conduct crimnal investigations, enforce the crimnal |aws of
the state of Washington, and carry a firearmas part of the job;

(b) Whose primary responsibility is to ensure the custody and
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security of incarcerated or probationary individuals as a corrections
of ficer, probation officer, or jailer;

(c) Wiois alimted authority Washi ngton peace officer, as defined
in RCW 10.93. 020, for an enpl oyer; or

(d) Whose primary responsibility is to supervise nenbers eligible
under this subsection.

(6)(a) "Conpensation earnable" for nmenbers, neans sal aries or wages
earned by a nenber during a payroll period for personal services,
including overtine paynents, and shall include wages and salaries
deferred under provisions established pursuant to sections 403(b),
414(h), and 457 of the United States internal revenue code, but shal
excl ude nonnoney nmaintenance conpensation and lunp sum or other
paynents for deferred annual sick | eave, unused accunul ated vacati on,
unused accunul ated annual |eave, or any form of severance pay.

(b) "Conpensation earnable" for nenbers also includes the follow ng
actual or inputed paynents, which are not paid for personal services:

(1) Retroactive paynents to an individual by an enployer on
reinstatenent of the enployee in a position, or paynents by an enpl oyer
to an individual in lieu of reinstatenent, which are awarded or granted
as the equivalent of the salary or wage which the individual would have
earned during a payroll period shall be considered conpensation
earnable to the extent provided in this subsection, and the individual
shal | receive the equivalent service credit;

(i1) I'n any year in which a nmenber 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 oynent and | egislative service conbi ned. Any
additional contributions to the retirenent system required because
conpensati on earnable under (b)(ii)(A) of this subsection is greater
t han conpensation earnable under (b)(ii)(B) of this subsection shall be
paid by the nenber for both nenber and enpl oyer contributions;

(iii) Assault pay only as authorized by RCW 27.04.100, 72.01. 045,
and 72.09. 240;

(1v) Compensation that a nenber would have received but for a
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disability occurring in the line of duty only as authorized by RCW
((43+3+06+0)) 41.37.060;

(v) Conpensation that a nenber receives due to participation in the
| 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 imediately for work, if
the need arises, although the need nay not ari se.

(7) "Service" neans periods of enploynent by a nmenber on or after
July 1, 2006, for one or nore enployers for which conpensation earnable
is paid. Conpensation earnable earned for ninety or nore hours in any
cal endar nonth shall constitute one service credit nonth. Conpensation
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 than seventy hours in
any cal endar nonth shall constitute one-quarter service credit nonth of
service. Tinme 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 conmputation of such retirenment allowance or benefits.

(a) Service in any state elective position shall be deened to be
full -time service.

(b) A nmenber shall receive a total of not nore than twelve 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.

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

(9) "Service credit nmonth" neans a nmonth or an accumul ation of
nmont hs of service credit which is equal to one.

(10) "Menbership service" nmeans all service rendered as a nenber.

(11) "Beneficiary" mnmeans any person in receipt of a retirenent
al l omance or other benefit provided by this chapter resulting from
service rendered to an enpl oyer by anot her person.
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(12) "Regular interest” nmeans such rate as the director may
determ ne

(13) "Accunul ated contributions” neans the sumof all contributions
standing to the credit of a nenber in the nmenber's individual account,
i ncluding any anmount paid under RCW 41.50.165(2), together with the
regul ar interest thereon.

(14) "Average final conpensation” neans the nenber's average
conpensation earnable of the highest consecutive sixty nonths of
service credit nonths prior to such nenber's retirenent, term nation,
or death. Periods constituting authorized |eaves of absence may not be
used in the calculation of average final conpensation except under RCW
41. 37. 290.

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

(16) "Annuity" means paynents for |ife derived from accumul ated
contributions of a nenber. Al'l annuities shall be paid in nonthly
i nstall nents.

(17) "Pension" neans paynents for life derived fromcontributions
made by the enployer. Al pensions shall be paid in nonthly
i nstall nents.

(18) "Retirenment allowance" neans nonthly paynents to a retiree or
beneficiary as provided in this chapter.

(19) "Enployee" 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 performance of work.
The departnment shall adopt rules and interpret this subsection
consistent with conmon | aw.

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

(21) "Retirenent" neans wthdrawal from active service with a
retirement allowance as provided by this chapter.

(22) "Eligible position" nmeans any permanent, full-time((—Fay
cofpensated)) position included in subsection (5) of this section.

(23) "lIneligible position" mneans any position which does not
conform with the requirenents set forth in subsection (22) of this
section.
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(24) "Leave of absence" neans the period of tinme a nenber is
aut horized by the enployer to be absent from service w thout being
separated from nmenber shi p.

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

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

(27) "State elective position" nmeans any position held by any
person el ected or appointed to statewide office or elected or appointed
as a nmenber of the |egislature.

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

(29) "Plan" neans the Washington public safety enployees’
retirement system plan 2.

(30) "Index" neans, for any calendar year, that year's annual
average 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.

(31) "Index A" neans the index for the year prior to the

determ nation of a postretirenent adjustnent.
(32) "Index B" nmeans the index for the year prior to index A
(33) "Adjustnent ratio" neans the value of index A divided by index

(34) "Separation fromservice" occurs when a person has term nated
all enploynent with an enpl oyer.

Sec. 12. RCW 41.45.203 and 2006 c¢c 189 s 18 are each anended to
read as foll ows:

(1) The required enployer contribution rate in support of teachers
retirement system nenbers enpl oyed as suprene court justices, court of
appeal s judges, and superior court judges who elect to participate
under RCW 41.32.584(1), or who are newy elected or appointed after
January 1, 2007, shall equal the teachers' retirenent system enpl oyer
contribution rate established under this chapter.

(2) The required contribution rate for nenbers of the teachers’
retirenment system plan 1 enployed as suprene court justices, court of
appeal s judges, and superior court judges who elect to participate
under RCW 41.32.584(1), or who are newy elected or appointed after
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January 1, 2007, shall be the deductions established under RCW

41.50.235 plus ((stx—anrd—twenty-six)) three and seventy-six one-
hundr edt hs percent of pay.

NEW SECTION.  Sec. 13. Section 10 of this act is null and void, if
| egislation is enacted during 2007 repealing RCW41. 31A. 020.

Passed by the Senate March 6, 2007.

Passed by the House April 21, 2007.

Approved by the Governor My 15, 2007.

Filed in Ofice of Secretary of State May 16, 2007.
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