HOUSE BILL REPORT
HB 1474

As Reported by House Committee On:
Appropriations

Title: An act relating to providing a benefit increase to certain retirees of the public employees
retirement system plan 1 and the teachers retirement system plan 1.

Brief Description: Providing a benefit increase to certain retirees of the public employees
retirement system plan 1 and the teachers' retirement system plan 1.

Sponsors. Representatives Gregerson, Callan and Scott; by request of Office of Financial
M anagement.

Brief History:
Committee Activity:
Appropriations: 2/6/25, 2/22/25 [DP].

Brief Summary of Bill

* Provides aone-time 3 percent increase to the retirement benefits of
retirees in the Public Employees' Retirement System and the Teachers
Retirement System Plan 1, up to $110 per month.

HOUSE COMMITTEE ON APPROPRIATIONS

Majority Report: Do pass. Signed by 28 members. Representatives Ormsby, Chair;
Gregerson, Vice Chair; Macri, Vice Chair; Couture, Ranking Minority Member; Connors,
Assistant Ranking Minority Member; Penner, Assistant Ranking Minority Member;
Schmick, Assistant Ranking Minority Member; Berg, Bergquist, Burnett, Caldier, Corry,
Cortes, Doglio, Fitzgibbon, Keaton, Leavitt, Lekanoff, Manjarrez, Marshall, Peterson,
Pollet, Ryu, Springer, Stonier, Street, Thai and Tharinger.

Staff: David Pringle (786-7310).

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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Background:

Public employees who were eligible for a pension benefit before October 1, 1977, were
enrolled in Plan 1 of the Public Employees Retirement System (PERS Plan 1) or the
Teachers Retirement System (TRS Plan 1). Exceptions include some local government
employees, law enforcement officers, firefighters, and judges, who were enrolled in
different pension plans.

The basic retirement alowance for PERS Plan 1 and TRS Plan 1 is equal to 2 percent of the
member's average final compensation, calculated on the member's highest consecutive two
years of compensation, for each year of service. Retirement benefitsin PERS Plan 1 and
TRS Plan 1 are available to members after 30 years of service at any age, with 25 years of
service at age 55, and with five years of service at age 60. The basic retirement allowance
does not assume an annual cost-of-living adjustment (COLA) like some other state pension
systems. Since 1987 PERS Plan 1 and TRS Plan 1 retirees had the option to take a reduced
initial benefit and receive an annual COLA based on the Consumer Price Index, up to 3
percent annually.

In addition to the optional COLA, between 1995 and 2011, PERS Plan 1 and TRS Plan 1
retirees’ benefits could be eligible for an annual increase from a benefit generally referred to
asthe Uniform COLA (UCOLA). The UCOLA was enacted in 1995 to replace a number of
prior COLAs and was afixed dollar amount multiplied by the member'stotal years of
service. The dollar amount of the UCOLA was about $1.88 per year of service, meaning
that a member with 25 years of service would receive an additional $47 per month, and the
UCOLA wasincreased by 3 percent per year. The UCOLA and those increases ceased with
the repeal of the UCOLA in 2011 for members not on a minimum benefit.

There are two minimum benefits, which are increased annually. The basic minimum
benefit is afixed dollar amount per month multiplied by the member's total years of service
that increases annually by the UCOLA. Asof July 1, 2024, the basic minimum benefit is
$75.80 per year of service. About 12,000 of the 74,000 retireesin PERS Plan 1 and TRS
Plan 1 qualify for the minimum benefit.

The alternate minimum benefit provides afixed monthly benefit for members who have at
least 25 years of service credit and have been retired for at least 20 years, or at least 20
years of service credit and have been retired for at least 25 years. The aternate minimum
benefit isincreased annually by 3 percent. Asof July 1, 2024, the alternate minimum
benefit is $2,268.87 per month. About 5,600 PERS Plan 1 and TRS Plan 1 retirees qualify
for the alternative minimum benefit.

There have been four Plan 1 benefit increases since the repeal of the UCOLA for members
not on a minimum benefit:
* In 2018 the Legidature provided a one-time increase of 1.5 percent—up to a
maximum of $62.50 per month.
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* 1n 2020 the Legidlature provided a one-time increase of 3 percent—up to a maximum
of $62.50 per month.

* In 2021 the Legidlature provided a one-time increase of 3 percent—up to a maximum
of $110 per month.

* 1n 2023 the Legidature provided a one-time increase of 3 percent—up to a maximum
of $110 per month.

* In 2024 the Legidlature provided a one-time increase of 3 percent—up to a maximum
of $110 per month.

Summary of Bill:

A one-time 3 percent benefit increase is provided to PERS Plan 1 and TRS Plan 1 retirees
up to amaximum of $110 per month. The benefit increase goes into effect on July 1, 2025.
To be eligible for the increase, the member must be retired on or before July 1, 2024. This
increase only applies for members that are not receiving a minimum benefit.

Appropriation: None.

Fiscal Note: Available.

Effective Date: The bill contains an emergency clause and takes effect immediately.
Staff Summary of Public Testimony:

(In support) As alifelong King County resident, the biggest threat to a secure retirement is
therising cost of living. The limited cost of living adjustments (COLAS) provided in earlier
years have been helpful, but not enough. After retiring in 2008 a PERS Plan 1 retiree
thought that arecurring COLA was going to be provided. After 30 years of service at the
Department of Social and Health Services, aretiree thought that retirement would be spent
working as acommunity volunteer. Instead, the retiree had to resume work to support
themselves. Thisisimportant, but the comparison to the COLA provided in the Law
Enforcement Officers and Fire Fighters' Retirement System plans s disheartening, and the
retirees remaining in these plans are mostly women. Thisis an expensive proposal, but it is
also important. Thisisastep towards a permanent COLA, and that's important.

(Opposed) None.
(Other) Thisbill isimportant and broadly supported to prevent the retirees standard of
living from falling further behind, but should be made an ongoing COLA. The Association

of Cities has empathy towards the retirees situation, but the costs of this bill should not be
passed on to local governments.
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Persons Testifying: (In support) Representative Mia Gregerson, prime sponsor; Linda
Nelsen, Retired Public Employees Council of Washington; Connie Greenidge, Retired
Public Employees Council of Washington; Bonita Jacques, Retired Public Employees
Council of Washington; Clair Olivers, Retired Public Employees Council of Washington;
and Sheri Sawyer, Office of Financia Management.

(Other) Jared Mason-Gere, Washington Education Association; Lee Ann Prielipp,
Washington Education Association, Retired; Eileen Perfrement, Washington State School
Retirees Association; and Candice Bock, Association of Washington Cities.

Persons Signed In To Testify But Not Testifying: None.
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