CERTI FI CATI ON OF ENROLLMENT
ENGROSSED SUBSTI TUTE HOUSE BI LL 1981

Chapter 47, Laws of 2011

62nd Legi sl ature
2011 1st Speci al Session

PUBLI C AND HI GHER EDUCATI ON EMPLOYEES- - RETI REMENT AND ANNUI TY
PROGRAMS

EFFECTI VE DATE: 07/01/11 - Except sections 10 and 19, which becone
effective 01/01/12.

Passed by the House May 24, 2011 CERTI FI CATE
Yeas 94 Nays 2

|, Barbara Baker, Chief derk of
the House of Representatives of

FRANK CHOPP the State of Washington, do hereby
- certify that the attached s
Speaker of the House of Representatives ENGROSSED SUBSTI TUTE HOUSE BI LL

1981 as passed by the House of
Representatives and the Senate on

Passed by the Senate My 21, 2011 the dates hereon set forth.

Yeas 42 Nays O

BARBARA BAKER

BRAD OVEN Chief derk
Presi dent of the Senate
Approved June 15, 2011, 3:34 p.m FI LED

June 15, 2011

CHRI STI NE GREGO RE Secretary of State
Covernor of the State of WAshi ngton State of Véshington




0o N O 0o A WDN PP

10
11
12
13
14
15
16
17
18
19

ENGROSSED SUBSTI TUTE HOUSE BI LL 1981

AS AMENDED BY THE SENATE
Passed Legislature - 2011 1st Special Session
State of WAshi ngton 62nd Legi sl ature 2011 1st Speci al Session

By House Ways & Means (originally sponsored by Representatives Bailey
and Carlyle)

READ FI RST TI ME 04/ 19/ 11.

AN ACT Relating to public enpl oyee postretirenent enploynent and
hi gher education enployees' annuities and retirenent inconme plans;
anmendi ng RCW  28B. 10. 400, 28B. 10. 405, 28B. 10. 410, 28B. 10. 415,
28B. 10. 417, 28B.10.423, 28B.10.430, 41.32.570, 41.32.800, 41.32.802,
41. 32. 860, 41.32.862, 41.35.060, 41.35.230, 41.37.050, 41.40.037,
41.50. 030, 41.50.080, and 41.50.110; adding a new section to chapter
41. 32 RCW adding a new section to chapter 41.40 RCW creating a new
section; providing effective dates; and decl aring an energency.

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

NEW SECTION. Sec. 1. The legislature intends that the retirenent
and annuity prograns of the state's institutions of higher education be
revised for future participants to reflect changes that have already
occurred in state pension plans. The legislature intends also that
newy hired enpl oyees who are eligible for participation in an annuity
or retirenment inconme plan offered by a higher education institution
have an opportunity to participate in either (1) that plan wthout a
suppl enmental benefit under RCW 28B.10.400(1)(c), or (2) the public
enpl oyees' retirenent systemplan 3 or the teachers' retirenment system
plan 3. Plan 3 provides a conbination of defined contribution and
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defined benefit pension, which wll be available for newy hired
enpl oyees. Further, the legislature intends that effective July 1,

2011, state funding for annuity or retirenent incone plans under RCW
28B. 10. 400 wi Il not exceed six percent of salary. The |legislature also
intends to reduce the expanded postretirenent enpl oynent provisions for
menbers of the public enployees' retirenent system plan 1 and the
teachers' retirenent systemplan 1 that were tenporarily expanded due
to the shortage of qualified workers in particular teaching and public
enpl oynent cat egori es, and elimnate postretirenent enpl oynent

exceptions that existed for annuity or retirenent inconme plan-covered
positions that have been the subject of abuse.

Sec. 2. RCW28B.10.400 and 2010 c 21 s 1 are each anended to read
as follows:

(1) The boards of regents of the state universities, the boards of
trustees of the regional wuniversities and of The Evergreen State
Col l ege, ((and)) the state board for community and technical coll eges,
and the higher education_ coordinating board are authorized and
enpower ed:

(()) (a) To assist the faculties and such ot her enpl oyees exenpt
fromcivil service pursuant to RCW 41.06.070 (1)(cc) and (2) as any
such board nmay designate in the purchase of old age annuities or
retirement inconme plans under such rules as any such board nmay
prescribe, subject to the restrictions in_subsection_(2) of this
section. County agricultural agents, hone denonstration agents, 4-H
club agents, and assistant county agricultural agents paid jointly by
the Washington State University and the several counties shall be
deened to be full-time enpl oyees of the Washi ngton State University for
t he purposes ((hereef)) of this section

((2r)) (b) To provide, under such rul es ((anrd—+egulations)) as any
such board may prescribe for the faculty nmenbers or other enployees
exenpt fromcivil service pursuant to RCW 41.06.070 (1)(cc) and (2)
under its supervision, for the retirenment of any such faculty nenber or
ot her exenpt enployee on account of age or condition of health,
retirement on account of age to be not earlier than the sixty-fifth
bi rt hday: PROVI DED, That such faculty nenber or such other exenpt
enployee may elect to retire at the earliest age specified for
retirement by federal social security |aw. PROVI DED FURTHER, That any

ESHB 1981. SL p. 2
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suppl enent al paynent authorized by (c) of this subsection ((3)—ef+this
seet+oen)) and paid as a result of retirenent earlier than age sixty-
five shall be at an actuarially reduced rate; and shall be provided
only to those persons who participate in_an_annuity or_ retirenent
incone plan under (a) of this subsection prior to July 1, 2011

((3))) (c) To pay ((t+e—anry—sueh—retired—persen)) only to those
persons who participate in an_annuity or retirenent incone plan under
(a) of this subsection prior to July 1, 2011, or to his or her
desi gnated beneficiary(s), each year after his or her retirenent, a
suppl emrental anount whi ch, when added to the anmount of such annuity or
retirenment incone plan, or retirenent inconme benefit pursuant to RCW
28B. 10. 415, received by the retired person or the retired person's
desi gnated beneficiary(s) in such year, will not exceed fifty percent
of the average annual salary paidto such retired person for his or her
hi ghest two consecutive years of full-tinme service under an annuity or
retirement incone plan established pursuant to (a) of this subsection
((H-—ef—this—seet+on)) at an institution of higher education:
PROVI DED, HOWEVER, That if such retired person prior to retirenent
el ected a suppl enental paynent survivors option, any such suppl enent al
paynments to such retired person or the retired person's designated
beneficiary(s) shall be at actuarially reduced rates: PROVI DED
FURTHER, That if a faculty nmenber or other enployee of an institution
of higher education who is a participant in a retirenent plan
authorized by this section dies, or has died before retirenent but
after becomng eligible for retirenment on account of age, the
desi gnat ed beneficiary(s) shall be entitled to receive the suppl enental
paynment authorized by this subsection to which such designated
beneficiary(s) would have been entitled had said deceased faculty
menber or ot her enployee retired on the date of death after electing a
suppl enmental paynment survivors option: PROVIDED FURTHER, That for the
purpose of this subsection, the designated beneficiary(s) shall be
(((2))) (i) the surviving spouse of the retiree; or, ((&b)y)) (ii) wth
the witten consent of such spouse, if any, such other person or
persons as shall have an insurable interest in the retiree's life and
shall have been nomnated by witten designation duly executed and
filed with the retiree's institution of higher education((+)).

((64)y)) (2) Boards are prohibited fromoffering a purchased annuity
or retirenment incone plan authorized under this section_to enployees
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hired on or after July 1, 2011, who have retired or are eligible to
retire from a public enployees' retirenment system described in RCW
41. 50. 030. The higher education coordinating board ((+s—alse

hori I I I I bed_i hi on. bi I
foH-owihrg—Fhe boeard)) shall only offer participation in a purchased
annuity or retirement income plan authorized under this section to
enpl oyees who have previously contributed premuns to a simlar
qualified plan({;—and-the boardisprohibitedtromofferingorftunding
sueh—a—plan—authortzed —under —this —sectton—for—the—bepnelt—ol—any
retHee—who —+s—receb g — o —acerwng—a—retirerent —aH-owance —Hom—a

ReW) .

(3) During the 2011 legislative interim the select committee on
pension_ policy shall evaluate the suitability and necessity of the
annuity and retirenent plans authorized under this chapter for
enpl oyees in various positions within higher education institutions.
The select commttee shall report its findings, including any
recomendations for restrictions on future plan nenbership, to the ways
and neans comm ttees of the house of representatives and the senate no
|ater than Decenber 31, 2011

Sec. 3. RCW28B. 10.405 and 1977 ex.s. ¢ 169 s 16 are each anended
to read as foll ows:

Menbers of the faculties and such ot her enpl oyees exenpt fromcivil
service pursuant to RCW41.06.070 (1)(cc) and (2) as are designated by
t he boards of regents of the state universities, the boards of trustees
of the regional universities and of The Evergreen State College, the
hi gher educati on coordinating board, or the state board for community
and technical colleges ((edueatien)) who do not opt to becone nenbers
of the teachers' retirenent systemor the public enployees' retirenent
system under section 9 or 18 of this act, or who are not prevented from
participation in an annuity or retirenent plan under RCW28B. 10.400(2)
shall be required to contribute not less than five percent of their
salaries during each year of full-time service after the first two
years of such service toward the purchase of such annuity or retirenent
i ncome plan; such contributions may be in addition to federal social
security tax contributions, if any.

ESHB 1981. SL p. 4
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Sec. 4. RCW 28B. 10.410 and 1977 ex.s. ¢ 169 s 17 are each anmended
to read as foll ows:

The boards of regents of the state universities, the boards of
trustees of the regional wuniversities and of The Evergreen State
Col | ege, the higher education coordinating board, or the state board
for community and technical colleges ((eddeatien)) shall pay not nore
t han one-half of the annual prem umof any annuity or retirenent incone
pl an established under the provisions of RCW 28B. 10.400 ((as—hew—o+r
hereafter—amended)). Such contribution shall not exceed ten percent of
the salary of the faculty nenber or other enployee on whose behal f the
contribution is made. This contribution nay be in addition to federal
social security tax contributions nmade by the boards, if any.

Sec. 5. RCW28B. 10.415 and 1979 ex.s. ¢ 259 s 2 are each anended
to read as foll ows:

The boards of regents of the state universities, the boards of
trustees of the regional wuniversities and of The Evergreen State
Col | ege, the higher education coordinating board, or the state board
for coonmunity and technical colleges ((edueatien)) shall not pay any
anount to be added to the annuity or retirement income plan of any
retired person who was first hired on or after July 1, 2011, or who has
served for less than ten years in one or nore of the state institutions
of higher education. In the case of persons who have served nore than
ten years but |less than twenty-five years no anount shall be paid in
excess of four percent of the anmpunt authorized in ((subdivston{3)
ef)) RCW 28B. 10. 400 ( (as—newor—hereafter—anended)) (1)(c), nultiplied
by the nunber of years of full-tinme service rendered by such person
PROVI DED, That credit for years of service at an institution of higher
education shall be |limted to those years in which contributions were
made by a faculty nenber or other enployee designated pursuant to RCW
28B. 10.400(1)(a) and the institution or the state as a result of which
a benefit is being received by a retired person from any Washi ngton
state public retirenent plan: PROVIDED FURTHER, That all such benefits
that a retired person is eligible to receive shall reduce any
suppl enentati on paynents provided for in RCW 28B. 10.400 ((as—hew—er
hereafter anended)).

p. 5 ESHB 1981. SL
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Sec. 6. RCW28B.10.417 and 1977 ex.s. ¢ 169 s 19 are each anmended
to read as foll ows:

(1) This_section_applies _only to_ those_ persons_who_are_first
enpl oyed by a higher education_institution in a position eligible for
participation in an annuity or retirenent program under RCW28B. 10.400
prior to July 1, 2011

(2) A faculty nmenber or other enployee exenpt fromcivil service
pursuant to RCWA41.06.070 (1)(cc) and (2) designated by the board of
trustees of the applicable regional wuniversity or of The Evergreen
State Col | ege as being subject to an annuity or retirenent incone plan
and who, at the tinme of such designation, is a nenber of the WAshi ngton
state teachers' retirenment system shall retain credit for such service
in the Washington state teachers' retirenent system and, except as
provi ded in subsection ((€2))) (3) of this section, shall |eave his or
her accunul ated contributions in the teachers' retirenment fund. Upon
his or her attaining eligibility for retirenment under the Washington
state teachers' retirenent system such faculty nenber or other
enpl oyee shall receive fromthe Washi ngton state teachers' retirenent
systema retirement allowance consisting of an annuity which shall be
the actuarial equivalent of his or her accunul ated contributions at his
or her age when becom ng eligible for such retirenent and a pension for
each year of creditable service established and retained at the tine of
sai d designation as provided in RCW 41. 32.497 ((as—new—or—hereafter
arended)). Anyone who on July 1, 1967, was receiving pension paynments
from the teachers' retirenent system based on thirty-five years of
creditable service shall thereafter receive a pension based on the
total years of creditable service established wth the retirenment
system PROVI DED, HOWEVER, That any such faculty nenber or other
enpl oyee exenpt from civil service pursuant to RCW41.06.070_ (1) (cc)
and (2) who, upon attainnment of eligibility for retirenment under the

Washi ngton state teachers' retirenment system is still engaged in
public educational enploynent, shall not be eligible to receive
benefits under the Washington state teachers' retirenent systemunti

he or she ceases such public educational enploynent. Any retired

faculty nenber or other enployee who enters service in any public
educational institution shall cease to receive pension paynents while
engaged in such service: PROVIDED FURTHER, That such service may be

ESHB 1981. SL p. 6
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rendered up to seventy-five days in a school year w thout reduction of
pensi on.

((2)) (3) Afaculty nmenmber or other exenpt enpl oyee designated by
the board of trustees of the applicable regional university or of The
Evergreen State Coll ege as being subject to the annuity and retirenent
i ncone plan and who, at the time of such designation, is a nenber of
t he WAshington state teachers' retirenent system may, at his or her
election and at any time, on and after mdnight June 10, 1959,
termnate his or her nenbership in the Wshington state teachers'
retirement systemand withdraw his or her accunul ated contri butions and
interest in the teachers' retirenent fund upon witten application to
the board of trustees of the Washington state teachers' retirenent
system Faculty nenbers or other enployees who wthdraw their
accunmul ated contributions, on and after the date of wthdrawal of
contributions, shall no longer be nenbers of the Wshington state
teachers' retirement systemand shall forfeit all rights of nenbership,
i ncl udi ng pension benefits, theretofore acquired under the WAshi ngton
state teachers' retirenment system

Sec. 7. RCW 28B.10.423 and 1973 1st ex.s. ¢ 149 s 8 are each
anmended to read as foll ows:

(1) For enployees _who_are_first enployed by an_institution_of
hi gher education in a position eligible for participationin an old age
annuities or retirenent incone plan under this chapter prior to July 1,
2011, it is the intent of RCW 28B.10.400, 28B.10.405, 28B.10.410,
28B. 10. 415, 28B.10.420, and 28B.10.423 ((and—83-20-030)) that the
retirement income resulting from the contributions described herein
from the state of Washington and the enployee shall be projected
actuarially sothat it shall not exceed sixty percent of the average of
the highest two consecutive years salary. Periodic review of the
retirenment systenms established pursuant to RCW 28B. 10. 400, 28B. 10. 405,
28B. 10. 410, 28B.10.415, 28B.10.420, and 28B.10.423 ((and—83-—20-039))
w Il be undertaken at such tinme and in such manner as determ ned by the
commttees on ways and neans of the senate and of the house of
representatives ((anrd—the—publec—penstonr—commssion)), the_ select

conmm ttee on pension policy, and the pension funding council, and joint
contribution rates will be adjusted if necessary to acconplish this
i ntent.

p. 7 ESHB 1981. SL
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(2) Beginning July 1, 2011, state funding for annuity or retirenent
incone_plans_under RCW 28B.10.400_ shall not exceed_six_percent of
salary. The state board for community and technical colleges and the
hi gher educati on coordinating board are exenpt from the provisions of
this subsection (2).

(3) By June_ 30, 2013, and_every two_ years_ thereafter, each
institution of higher education that is_ responsible for_ paynent of
suppl enental anounts under RCW 28B. 10. 400(1) (c) shall contract with the
state actuary under chapter 41.44 RCW for an actuarial valuation of
their supplenental benefit plan. By June 30, 2013, and at |east once
every six years thereafter, each institution shall also contract with
the state actuary under chapter 41.44 RCWfor an actuarial experience
study of the nortality, service, conpensation, and other experience of
the annuity or retirenent incone plans created in this chapter, and
into the financial condition of each system At the discretion of the
state actuary, the valuation or experience study may be perforned by
the state actuary or by an outside actuarial firmunder contract to the
office of the state actuary. Each institution of higher education is
required_ to_ provide the data_ and_information_required for _the
performance of the valuation or experience study to the office of the
state actuary or to the actuary performng the study on behalf of the
state actuary. The state actuary nmay charge each institution for the
actual cost of the valuation or experience study through an interagency
agreenent. Upon conpletion of the valuation or experience study, the
state actuary shall provide copies of the study to the institution of
hi gher education and to the select conmittee on pension policy and the
pensi on fundi ng council

(4)(a) A higher education retirenent plan supplenental benefit fund
is created in the custody of the state treasurer for the_ purpose of
funding future benefit obligations of higher education retirenment plan
suppl enental benefits. The state investnent board has the full power
to invest, reinvest, nmnage, contract, sell, or exchange_ investnment
noney in the fund.

(b) From January_ 1, 2012, through June_ 30, 2013, an_enployer
contribution_ rate_ of one-quarter of one_percent of salary_ is
established to begin prefunding the unfunded future obligations of the
suppl enental benefit established in RCW?28B. 10. 400.

ESHB 1981. SL p. 8
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(c) Beginning July 1, 2013, an enployer contribution rate of one-
half of one percent of salary is established to prefund the unfunded
future obligations of the supplenmental benefit established in_ RCW
28B. 10. 400.

(d) Consistent with chapter 41.50 RCW the departnent of retirenent
systens shall collect the enployer contribution rates established_in
this section from each_ state_ institution_ of higher_ education, and
deposit those contributions into the higher education retirenent plan
suppl enental benefit_ fund. The contributions nmade by each enpl oyer
into the higher education retirenent plan supplenental benefit fund and
the earnings on those contributions shall be accounted for separately
within the fund.

(e) Following the conpletion and review of the initial actuaria
val uations and experience study conducted pursuant to subsection (3) of
this section, the pension funding council may:

(1) Adopt and_nmake_ changes_to_the_ enployer contribution_rates
established in_ this subsection consistent wth the procedures
established in chapter 41.45 RCW |If the actuarial valuations of the
hi gher education retirenent plans of each institution contributing to
the higher education retirenent plan supplenental benefit fund suggest
that different contribution rates are appropriate for each institution,
different rates may be adopted. Rates adopted by the pension funding
council are subject to revision by the leqgislature;

(ii) Recomrend leqgislation that wll, upon_ accunulation_ of
sufficient funding in the higher education retirenent plan suppl enental
benefit fund, transfer the responsibility for mking supplenenta
benefit paynents to the departnent of retirenent systens, and adjust
enpl oyer contribution rates to reflect the transfer of responsibility.

Sec. 8. RCW28B. 10.430 and 1979 ex.s. ¢ 96 s 5 are each anended to
read as foll ows:

(1) This_section_applies _only to_ those persons_who_are_first
enpl oyed by an institution of higher education in a position eligible
for participation in an old age annuities or retirenment incone plan
under this chapter prior to July 1, 2011.

(2) For any person receiving a nonthly benefit pursuant to a
program est abl i shed under RCW 28B. 10. 400, the pension portion of such
benefit shall be the sumof the foll owm ng anounts:

p. 9 ESHB 1981. SL
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(a) One-half of the nonthly benefit payable under such program by
a life insurance conpany; and

(b) The nonthly equival ent of the supplenental benefit described in
RCW 28B. 10. 400( (£3))) (1) (c).

((2)) (3) Notw thstanding any provision of lawto the contrary,
effective July 1, 1979, no person receiving a nonthly benefit pursuant
to RCW 28B.10.400 shall receive, as the pension portion of that
benefit, less than ten dollars per nonth for each year of service
creditable to the person whose service is the basis of the benefit.
Portions of a year shall be treated as fractions of a year and the
deci mal equivalent shall be nmultiplied by ten dollars. \Were the
benefit was adjusted at the tinme benefit paynents to the beneficiary
commenced, the mninmum pension provided in this section shall be
adjusted in a manner consistent with that adjustnent.

((3))) (4) Notw thstanding any provision of lawto the contrary,
effective July 1, 1979, the nonthly benefit of each person who
commenced receiving a nonthly benefit under this chapter as of a date
no later than July 1, 1974, shall be permanently increased by a post-
retirement adjustnent. Such adjustnment shall be cal culated as fol |l ows:

(a) Mnthly benefits to which this subsection and subsection
((2)) (3) of this section are both applicable shall be determ ned by
first applying subsection ((£2-)) (3) of this section and then applying
this subsection. The ((departrent)) institution shall determ ne the
total years of creditable service and the total dollar benefit base
accrued as of Decenber 31, 1978, except that this determ nation shal
take into account only those persons to whomthis subsection applies;

(b) The ((departrent)) institution shall nultiply the total
benefits determned in (a) of this subsection by six percent and divide
the dollar value thus determ ned by the total service determned in (a)
of this subsection. The resultant figure shall then be a post-
retirenment increase factor which shall be applied as specified in (c)
of this subsection;

(c) Each person to whom this subsection applies shall receive an
i ncrease which is the product of the factor determned in (b) of this
subsection nultiplied by the years of creditable service.

NEW SECTION. Sec. 9. A new section is added to chapter 41.32 RCW

ESHB 1981. SL p. 10



©O© 00 N O Ol WDN P

e ol
o O A W N PP O

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

to be codified under the subchapter heading "plan 3" to read as
fol |l ows:

(1) Al faculty nenbers who are first enployed by an institution of
hi gher education in a position eligible for participation in old age
annuities or retirenment incone plans under chapter 28B.10 RCW on or
after July 1, 2011, have a period of thirty days to make an irrevocabl e
choi ce to:

(a) Becone a nenber of the teachers' retirenment systemplan 3 under
this chapter; or

(b) Participate in the annuities or retirenent incone plan provided
by the institution.

(2) At the end of thirty days, if the nenber has not nmade a choice
to becone a nenber of the teachers' retirenent system he or she
becones a participant in the institution's plan under RCW 28B. 10. 400,
but does not becone eligible for any supplenental benefit under RCW
28B. 10.400(1)(c).

Sec. 10. RCW41.32.570 and 2007 ¢ 50 s 3 are each anended to read
as follows:

(1)(a) If aretiree enters enploynent with an enpl oyer sooner than
one cal endar nonth after his or her accrual date, the retiree's nonthly
retirenent allowance will be reduced by five and one-half percent for
every seven hours worked during that nmonth. This reduction wll be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(b) The benefit reduction provided in (a) of this subsection wll
accrue for a maxi num of one hundred forty hours per nonth. Any nonthly
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent nonths.

(2) ((Bxeept—under—subseetion—{3)—of—this—seetion,-)) Any retired
teacher or retired admnistrator who enters service in any public
educational institution in Washi ngton state at | east one cal endar nonth
after his or her accrual date shall cease to receive pension paynments
whi |l e engaged in such service, after the retiree has rendered service
for nore than ei ght hundred sixty-seven hours in a school year.

(3) ((Any retired teacher or retired admnistrator who enters
servi-ce—n—any—pubhb-e —educati-onal—institut-on—-Ar—Vashi-ngton—state—one
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a)—tsHhired—pursuant—to—a—witten—poH-ecyinto—-apositiontorwhich
the—school—board-has—decunented—a—justifiableneedtohire—aretiree
: I tion:

b)y—shiredthrough-theestablished processforthepoesitionwth
the —approval-—of —the —school—board—eor—other—hi-ghest —deci-si-on—naki-ng
at-hort-y—of—the prospecti-ve—enployer—

e)yVhose—enployer—+retains—+records—of the—procedures—followedand
the decisions wmwade in hiring the retired teacher or retired

hall , : il L I :

bundred—howrs—in—a—school—year—The—one—thousand—ninre—hundred—hour
Lati L L . I hi . L el

£5))) The departnent shall collect and provide the state actuary
with information relevant to the use of this section for the select

committee on pension policy.

((66))) (4) The legislature reserves the right to anend or repea
this section in the future and no nenber or beneficiary has a
contractual right to be enployed for nore than five hundred twenty-five
hours per year without a reduction of his or her pension.

Sec. 11. RCW41.32.800 and 2004 ¢ 242 s 55 are each anended to
read as foll ows:

(1) Except as provided in RCW 41.32.802, no retiree under the
provisions of plan 2 shall be eligible to receive such retiree's
monthly retirenent allowance if he or she is enployed in an eligible
position as defined in RCW 41.40.010, 41.32.010, 41.37.010, or
41. 35. 010, or as a law enforcenent officer or firefighter as defined in

ESHB 1981. SL p. 12
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RCW 41.26.030, _or _in_a_position covered by annuity and_retirenent
incone plans_offered by institutions_of higher education_pursuant to
RCW 28B. 10. 400

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
reinstatenment, the retiree's benefits shall be actuarially reconputed
pursuant to the rul es adopted by the departnent.

(2) The departnent shall adopt rules inplenmenting this section.

Sec. 12. RCW41.32.802 and 2004 ¢ 242 s 61 are each anended to
read as foll ows:

(1)(a) If aretiree enters enploynent with an enpl oyer sooner than
one cal endar nmonth after his or her accrual date, the retiree's nonthly
retirenent allowance will be reduced by five and one-half percent for
every seven hours worked during that nmonth. This reduction wll be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(b) The benefit reduction provided in (a) of this subsection wll
accrue for a maxi num of one hundred forty hours per nonth. Any benefit
reduction over one hundred percent will be applied to the benefit the
retiree is eligible to receive in subsequent nonths.

(2) Aretiree who has satisfied the break in enpl oynent requirenent
of subsection (1) of this section, may work up to eight hundred sixty-
seven hours per calendar year in an eligible position, as defined in
RCW 41. 32. 010, 41.35.010, 41.37.010, or 41.40.010, or as a firefighter
or law enforcenment officer, as defined in RCW 41.26.030, or_in_a
position_ covered by annuity and retirenent_ incone_plans_offered_ by
institutions of higher education pursuant to RCW28B. 10.400, w thout
suspension of his or her benefit.

(3) If the retiree opts to reestablish nenbership under RCW
41.32.044, he or she termnates his or her retirenent status and
i mredi ately becones a nenber. Retirenent benefits shall not accrue
during the period of nenbership and the individual shall nake
contributions and receive nenbership credit. Such a nenber shall have
the right to again retire if eligible.

p. 13 ESHB 1981. SL
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Sec. 13. RCW41.32.860 and 2005 ¢ 327 s 2 are each anended to read
as follows:

(1) Except under RCW 41.32.862, no retiree shall be eligible to
receive such retiree's nonthly retirenent allowance if he or she is
enployed in an eligible position as defined in RCW 41.40.010,
41. 32. 010, 41.35.010, or 41.37.010, or as a |l aw enforcenent officer or
firefighter as defined in RCW41.26.030, or in a position covered by
annuity and retirenent incone plans offered by institutions of higher
education pursuant to RCW 28B. 10. 400

(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 the suspensi on of benefits. Upon reinstatenent,
the retiree's benefits shall be actuarially reconputed pursuant to the
rul es adopted by the departnent.

Sec. 14. RCW41.32.862 and 2004 ¢ 242 s 62 are each anmended to
read as foll ows:

(1)(a) If aretiree enters enploynent with an enpl oyer sooner than
one cal endar nmonth after his or her accrual date, the retiree's nonthly
retirenment allowance will be reduced by five and one-half percent for
every seven hours worked during that nmonth. This reduction wll be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(b) The benefit reduction provided in (a) of this subsection wll
accrue for a maxi num of one hundred forty hours per nonth. Any benefit
reduction over one hundred percent will be applied to the benefit the
retiree is eligible to receive in subsequent nonths.

(2) Aretiree who has satisfied the break in enpl oynent requirenent
of subsection (1) of this section, may work up to eight hundred sixty-
seven hours per calendar year in an eligible position, as defined in
RCW 41. 32. 010, 41.35.010, 41.37.010, or 41.40.010, or as a firefighter
or law enforcenment officer, as defined in RCW 41.26.030, or_in_a
position_ covered by annuity and retirenent_ incone_plans_offered_ by
institutions of higher education pursuant to RCW28B. 10.400, w thout
suspension of his or her benefit.

(3) If the retiree opts to reestablish nenbership under RCW
41.32.044, he or she termnates his or her retirenent status and
i mredi ately becones a nenber. Retirenent benefits shall not accrue
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during the period of nenbership and the individual shall nake
contributions and receive nenbership credit. Such a nenber shall have
the right to again retire if eligible.

Sec. 15. RCW41.35.060 and 2004 ¢ 242 s 64 are each anended to
read as foll ows:

(1)(a) If aretiree enters enploynent with an enpl oyer sooner than
one cal endar nonth after his or her accrual date, the retiree's nonthly
retirement allowance will be reduced by five and one-half percent for
every eight hours worked during that nonth. This reduction will be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(b) The benefit reduction provided in (a) of this subsection wll
accrue for a maxi num of one hundred sixty hours per nonth. Any benefit
reduction over one hundred percent will be applied to the benefit the
retiree is eligible to receive in subsequent nonths.

(2) Aretiree who has satisfied the break in enpl oynent requirenent
of subsection (1) of this section may work up to eight hundred sixty-
seven hours per calendar year in an eligible position, as defined in
RCW 41. 32. 010, 41.35.010, 41.37.010, or 41.40.010, or as a firefighter
or law enforcenment officer, as defined in RCW 41.26.030, or_in_a
position_ covered by annuity and retirenent_ incone_plans_offered_ by
institutions of higher education pursuant to RCW28B. 10.400, w thout
suspension of his or her benefit.

(3) If the retiree opts to reestablish nenbership under RCW
41.35.030, he or she termnates his or her retirenent status and
becones a nenber. Retirement benefits shall not accrue during the
period of nenbership and the individual shall make contri butions and
recei ve nenbership credit. Such a nenber shall have the right to again
retire if eligible in accordance with RCW 41.35.420 or 41.35.680.
However, if the right toretire is exercised to becone effective before
the nenber has rendered two uninterrupted years of service, the
retirement fornula and survivor options the nmenber had at the time of
the nmenber's previous retirenent shall be reinstated.

Sec. 16. RCW 41. 35. 230 and 2004 c¢ 242 s 56 are each anended to
read as foll ows:
(1) Except as provided in RCW 41.35.060, no retiree under the

p. 15 ESHB 1981. SL
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provisions of plan 2 shall be eligible to receive such retiree's
monthly retirenent allowance if he or she is enployed in an eligible
position as defined in RCW 41.35.010, 41.40.010, 41.37.010, or
41.32.010, or as a law enforcenent officer or firefighter as defined in
RCW 41.26.030, or _in_a_position covered by annuity and_retirenent
incone plans_offered by institutions_of higher education_pursuant to
RCW 28B. 10. 400, except that a retiree who ends his or her nenbershipin
the retirenment systempursuant to RCW41. 40.023(3)(b) is not subject to
this section if the retiree's only enploynent is as an elective
of ficial.

(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
reinstatenment, 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.

Sec. 17. RCW41.37.050 and 2005 ¢ 327 s 6 are each anended to read
as follows:

(1)(a) If aretiree enters enploynent in an eligible position with
an enployer as defined in this chapter sooner than one cal endar nonth
after his or her accrual date, the retiree's nonthly retirenent
al l ownance will be reduced by five and one-half percent for every eight
hours worked during that nonth. This reduction will be applied each
month until the retiree remains absent from enpl oynent with an enpl oyer
for one full cal endar nonth.

(b) If aretiree enters enploynent in an eligible position wth an
enpl oyer as defined in chapter 41.32, 41.35, or 41.40 RCW sooner than
one cal endar nonth after his or her accrual date, the retiree's nonthly
retirenment allowance will be reduced by five and one-half percent for
every eight hours worked during that nonth. This reduction will be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(c) The benefit reduction provided in (a) and (b) of this
subsection will accrue for a maxi mum of one hundred sixty hours per
month. Any benefit reduction over one hundred percent will be applied
to the benefit the retiree is eligible to receive in subsequent nonths.

ESHB 1981. SL p. 16
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(2) Aretiree who has satisfied the break in enpl oynent requirenent
of subsection (1) of this section may work up to eight hundred sixty-
seven hours per calendar year in an eligible position as defined in RCW
41.32. 010, 41.35.010, or 41.40.010, or as a law enforcenent officer or
firefighter as defined in RCWA41.26.030, or in a position covered by
annuity and retirenent incone plans offered by institutions of higher
educati on pursuant to RCW 28B. 10. 400, wi t hout suspension of his or her
benefit.

(3) If the retiree opts to reestablish nenbership under this
chapter, he or she termnates his or her retirenent status and becones
a nmenber. Retirenment benefits shall not accrue during the period of
menbership and the individual shall nake contributions and receive
menbership credit. Such a nenber shall have the right to again retire
if eligible in accordance with this chapter. However, if the right to
retire is exercised to becone effective before the nmenber has rendered
two uninterrupted years of service, the retirenment fornula and survivor
options the nmenber had at the tinme of the menber's previous retirenent
shal | be reinstat ed.

(4) The departnent shall collect and provide the state actuary with
information relevant to the wuse of this section for the select
comm ttee on pension policy.

NEW SECTION. Sec. 18. A newsection is added to chapter 41.40 RCW
to be codified under the subchapter heading "plan 3" to read as
fol | ows:

(1) Al enployees who are not qualified under section 9 of this act
and who are first enployed by an institution of higher education in a
position eligible for participation in old age annuities or retirenent
i ncome plans under RCW 28B.10.400 on or after July 1, 2011, have a
period of thirty days to nake an irrevocabl e choice to:

(a) Becone a nenber of the public enployees' retirenent system pl an
3 under this chapter; or

(b) Participate in the annuities or retirenent incone plan provided
by the institution.

(2) At the end of thirty days, if the nenber has not nmade a choice
to becone a nenber of the public enployees' retirenent system he or
she beconmes a participant in the institution's plan under RCW
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28B. 10. 400, but does not becone eligible for any suppl enental benefit
under RCW 28B. 10.400(1)(c).

Sec. 19. RCW41.40.037 and 2007 ¢ 50 s 5 are each anended to read
as follows:

(1)(a) If aretiree enters enploynent with an enpl oyer sooner than
one cal endar nonth after his or her accrual date, the retiree's nonthly
retirement allowance will be reduced by five and one-half percent for
every eight hours worked during that nonth. This reduction will be
applied each nonth until the retiree remains absent from enpl oynent
wi th an enpl oyer for one full cal endar nonth.

(b) The benefit reduction provided in (a) of this subsection wll
accrue for a maxi num of one hundred sixty hours per nonth. Any benefit
reduction over one hundred percent will be applied to the benefit the
retiree is eligible to receive in subsequent nonths.

(2) ({ (A—FBxecept—as—providedin{hr—olthssubsectton)) Aretiree
fromplan 1, plan 2, or plan 3 who enters enploynent with an enpl oyer
at | east one cal endar nonth after his or her accrual date may continue
to receive pension paynents while engaged in such service for up to
ei ght hundred sixty-seven hours of service in a cal endar year w thout
a reduction of pension. For purposes_of this_ section, enploynent
includes_ positions_ covered by annuity and_retirenent incone_plans
offered by institutions of higher education pursuant to RCW28B. 10. 400.

((

I | I | I . TN I hi . .
I tion:

e hi oy hot] blished : I . "
the—approval-—ef-——A—sehool-—board—for—a—school—distret+——the—chief
executive—ofHecer—of—a—state—agency—enployer——the—seeretary—of—the
senate for the senate; the chief clerk of the house of representatives
For—the—house—ofrepresentattves—the-—secretary—olthe senate—and—the
ehFe#—e+e#k—+#~—%he—heﬁse—e#—4{¥wesen%a%kves—}e#n%kw—#ep—%he—+e+ﬂ%

BGFFE%— the— Leg+s+a%+ve evalvaton— and aeeean%ab+#+ky —program-—the
Fegtstatbtve —systens —comm-ttee——and —the —statute —aw—comm-ttee——or
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retng—atter—Juby— 272003 —and—retroacttvelyto-—those—whorettred
pror—to—July—24-—2003-—and—shal--—be—ecaleulated —f+rom-the—date—eof-

etght—hundred —sixby-seven—hours—in—a—calendar —year—n—an—ebgi-ble
postH-on- —as—debned —in—ROAWV-41-32 016 — 4435040 — 4137616 —or
41.40. 010, or as a firefighter or law enforcement officer, as defined
in RCWA41. 26. 030, without suspension of his or-her benefit.))

(3) If the retiree opts to reestablish nenbership under RCW
41.40.023(12), he or she termnates his or her retirenment status and
becones a nenber. Retirement benefits shall not accrue during the
period of nenbership and the individual shall make contributions and
recei ve nenbership credit. Such a nenber shall have the right to again
retire if eligible in accordance with RCW41.40.180. However, if the
right to retire is exercised to becone effective before the nenber has
rendered two uninterrupted years of service, the retirenent fornula and
survivor options the nenber had at the tinme of the nenber's previous
retirenment shall be reinstated.

(4) The departnent shall collect and provide the state actuary with

p. 19 ESHB 1981. SL
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information relevant to the wuse of this section for the select
committee on pension policy.

(5) The legislature reserves the right to amend or repeal this
section in the future and no nenber or beneficiary has a contractua
right to be enployed for nore than five nonths in a cal endar year
W t hout a reduction of his or her pension.

Sec. 20. RCW41.50.030 and 2004 c¢c 242 s 42 are each anended to
read as foll ows:

(1) As soon as possible but not nore than one hundred and eighty
days after March 19, 1976, there is transferred to the departnent of
retirement systens, except as otherw se provided in this chapter, al
powers, duties, and functions of:

(a) The Washi ngton public enployees' retirenent system

(b) The Washi ngton state teachers' retirenment system

(c) The Washington |law enforcenent officers' and firefighters'
retirenment system

(d) The Washington state patrol retirenent system

(e) The Washington judicial retirenent system and

(f) The state treasurer with respect to the admnistration of the
judges' retirenent fund i nposed pursuant to chapter 2.12 RCW

(2) On July 1, 1996, there is transferred to the departnent al
powers, duties, and functions of the deferred conpensati on commttee.

(3) The departnent shall adm nister chapter 41. 34 RCW

(4) The departnent shall adm nister the Wshington schoo
enpl oyees' retirenment systemcreated under chapter 41.35 RCW

(5) The departnment shall adm nister the Washington public safety
enpl oyees' retirenent systemcreated under chapter 41. 37 RCW

(6) The departnent shall adm nister the_ collection_of enployer
contributions and initial prefunding of the higher education retirenent
plan supplenental benefits, also referred to as the annuity or

retirenent incone plans created under chapter 28B. 10 RCW

Sec. 21. RCW41.50.080 and 2004 ¢ 242 s 45 are each anended to
read as foll ows:

The state investnent board shall provide for the investnent of al
funds of the Wshington public enployees' retirement system the
teachers' retirenent system the school enployees' retirenent system

ESHB 1981. SL p. 20
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t he Washi ngton | aw enforcenment officers' and firefighters' retirenent
system the WAshington state patrol retirenment system the WAshi ngton
judicial retirenment system the Washington public safety enployees’
retirenment system the higher education retirenent plan supplenenta
benefit fund, and the judges' retirenent fund, pursuant to RCW
43.84.150, and nmay sell or exchange investnents acquired in the
exercise of that authority.

Sec. 22. RCW41.50.110 and 2009 c 564 s 924 are each anended to
read as foll ows:

(1) Except as provided by RCW41.50. 255 and subsection (6) of this
section, all expenses of the admnistration of the departnent, the
expenses of adm nistration of the retirenent systens, and the expenses
of the adm nistration of the office of the state actuary created in
chapters 2.10, 2.12, 28B. 10, 41.26, 41.32, 41.40, 41.34, 41.35, 41. 37,
43. 43, and 44.44 RCW shall be paid from the departnment of retirenent
systens expense fund.

(2) In order to reinburse the department of retirenent systens
expense fund on an equitable basis the departnent shall ascertain and
report to each enployer, as defined in RCW 28B.10.400, 41.26.030,
41. 32. 010, 41.35.010, 41.37.010, or 41.40.010, the sum necessary to
defray its proportional share of the entire expense of the
adm nistration of the retirenent systemthat the enpl oyer participates
in during the ensuing biennium or fiscal year whichever my be
required. Such sum is to be conputed in an anmount directly
proportional to the estimated entire expense of the adm nistration as
the ratio of nonthly salaries of the enployer's nenbers bears to the
total salaries of all nenbers in the entire system It shall then be
the duty of all such enployers to include in their budgets or otherw se
provi de the anmobunts so required.

(3) The departnent shall conpute and bill each enpl oyer, as defined
in RCW 28B.10.400, 41.26.030, 41.32.010, 41.35.010, 41.37.010, or
41.40. 010, at the end of each nonth for the anpunt due for that nonth
to the departnent of retirenent systens expense fund and the sane shal
be paid as are its other obligations. Such conputation as to each
enpl oyer shall be nmade on a percentage rate of salary established by
the departnent. However, the departnent my at its discretion
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establish a system of billing based upon calendar year quarters in
whi ch event the said billing shall be at the end of each such quarter.

(4) The director nmay adjust the expense fund contribution rate for
each system at any tine when necessary to reflect unanticipated costs
or savings in adm nistering the departnent.

(5) An enployer who fails to submit tinely and accurate reports to
the departnent nay be assessed an additional fee related to the
i ncreased costs incurred by the departnent in processing the deficient
reports. Fees paid under this subsection shall be deposited in the
retirenment systemexpense fund.

(a) Every six nonths the departnent shall determ ne the anmount of
an enployer's fee by reviewwng the tineliness and accuracy of the
reports submtted by the enployer in the preceding six nonths. | f
those reports were not both tinely and accurate the departnent may
prospectively assess an additional fee under this subsection.

(b) An additional fee assessed by the departnent wunder this
subsection shall not exceed fifty percent of the standard fee.

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

(6) Expenses other than those under RCW 41. 34.060(3) shall be paid
pursuant to subsection (1) of this section.

(7) During the 2007-2009 and 2009-2011 fiscal biennia, the
| egislature may transfer from the departnment of retirenent systens'
expense fund to the state general fund such anobunts as reflect the
excess fund bal ance of the fund.

NEW SECTI ON.  Sec. 23. Except for sections 10 and 19 of this act
whi ch take effect January 1, 2012, this act is necessary for the
i mredi ate preservation of the public peace, health, or safety, or
support of the state governnment and its existing public institutions,
and takes effect July 1, 2011.

Passed by the House May 24, 2011.

Passed by the Senate May 21, 2011.

Approved by the Governor June 15, 2011.

Filed in Ofice of Secretary of State June 15, 2011.
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