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HOUSE BI LL 2544

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By Representatives H Somers, Sehlin, Ogden, D. Sommers, Carlson,
Conway and O Brien; by request of Joint Commttee on Pension Policy

Read first tinme 01/15/98. Referred to Commttee on Appropriations.

AN ACT Relating to funding of the state retirenent systens;
amendi ng RCW41. 45. 020, 41. 45. 030, 41.45.060, and 41. 45. 090; and addi ng
new sections to chapter 41.45 RCW

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

Sec. 1. RCW41.45.020 and 1995 c¢ 239 s 306 are each anended to
read as foll ows:

As used in this chapter, the followng terns have the neanings
i ndi cated unl ess the context clearly requires otherw se.

(1) "Council" neans the ((eeenemec—andrevende—foreeast)) pension
funding council created in ((REW-82-33-010)) section 2 of this act.

(2) "Department” nmeans the department of retirenent systens.

(3) "Law enforcenent officers’ and fire fighters’ retirenment system

plan 1" and "law enforcenent officers’ and fire fighters retirenent
systemplan I1" nmean the benefits and fundi ng provisions under chapter
41. 26 RCW

(4) "Public enployees’ retirenent system plan |I" and "public
enpl oyees’ retirenment system plan 11" nmean the benefits and funding

provi si ons under chapter 41.40 RCW
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(5) "Teachers’ retirenment system plan |," "teachers’ retirenent
systemplan Il," and "teachers’ retirenment systemplan IIl" nean the
benefits and fundi ng provisions under chapter 41.32 RCW

(6) "Washington state patrol retirenent systenmi neans the
retirenment benefits provided under chapter 43.43 RCW

(7) "Unfunded Iliability" neans the unfunded actuarial accrued
l[itability of a retirenent system

(8) "Actuary" or "state actuary" nmeans the state actuary enpl oyed
under chapter 44.44 RCW

(9) "State retirenent systens” neans the retirenent systens |isted
in RCW 41. 50. 030.

(10) "Work group” neans the pension funding work group created in
section 3 of this act.

NEW SECTION.. Sec. 2. A new section is added to chapter 41.45 RCW
to read as foll ows:

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

(a) Director of the departnment of retirenent systens;

(b) Director of the office of financial nmanagenent; and

(c) Joint commttee on pension policy executive nenbers, as defined
in RCW 44. 44. 050( 4) .

The council may select officers as the nenbers deem necessary.

(2) The pension funding council shall adopt changes to economc
assunptions and contribution rates by an affirmative vote of at | east
four menbers.

NEW SECTION. Sec. 3. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) A pension funding work group i s hereby created. The work group
shal |l consist of one staff nenber selected by the executive head or
chai rperson of each of the foll owi ng agencies or commtt ees:

(a) Departnent of retirenment systens;

(b) Ofice of financial nanagenent;

(c) State investnent board;

(d) Ways and neans commttee of the senate;

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

(f) Econom c and revenue forecast council.
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(2) The state actuary shall make available to the work group al
information related to econom ¢ assunptions and contribution rates.
(3) The pension funding work group shall provide support and

recommendations to the pension funding council. Meetings of the
pensi on fundi ng work group may be cal |l ed by any nenber of the group for
the purpose of assisting the pension funding council, review ng

actuarial valuations of the state retirement systens, review ng
econom ¢ assunptions, or for any other purpose which may assist the
pensi on funding council.

(4) The pension funding work group shall solicit and adm nister a
bi enni al actuarial audit of the actuarial valuations used for rate-
setting purposes. This audit will be conducted concurrent with the
actuarial valuation perforned by the state actuary. At |east once in
each six-year period, the work group shall solicit and adm nister an
actuarial audit of the results of the experience study required i n RCW
41. 45. 090.

(5) Upon conpletion of the audit, the work group will review the
results and devel op contribution rate recommendati ons for the pension
fundi ng council. Recomendations from both affected enployee and
enpl oyer groups will be actively sought during the work group process.
Prior to their recomendations to the council, the work group shal
conduct an open public neeting on these recomendati ons.

Sec. 4. RCWA41.45.030 and 1995 ¢ 233 s 1 are each anended to read
as foll ows:

(1) ((Beginning—Septenber—1,—1995;—and-everytwo—years—thereatter-
I hall b I TR . ¥ I
. T ol ot : I .
I L chald . hi I I I - . .
f—eq-H-I—Fe—' .
2By becenber—31—1995,—and—every—two—years—thereafters)) The
council, by affirmative vote of ((fve)) four council nenbers, shal
adopt changes to the follow ng | ong-term econom ¢ assunpti ons:
(a) Gowth in system nenbershi p;
(b) Gowh in salaries, exclusive of nmerit or |ongevity increases;
(c) Gowh in inflation; and
(d) Investnent rate of return.

(2) The council shall work wth the ((departrent—of—retirenent
systens)) pension funding work group and the state actuary((;—andthe
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exeeutive—direector—of the stateinvestrentbeard,-)) and shall consider
|l ong-termhistorical averages, in devel oping the econom c assunpti ons.

(3) The assunptions adopted by the council shall be used by the
state actuary in conducting all actuarial studies of the state
retirenment systens.

Sec. 5. RCW 41.45.060 and 1995 c¢ 239 s 309 are each anended to
read as foll ows:

(1) The state actuary shall provide actuarial valuation results
based on the assunptions adopted under RCW 41. 45. 030.

(2) Not | ater than Septenber 30, ((3996)) 1998, and every two years
thereafter, <consistent wth the assunptions adopted under RCW
41. 45. 030, the council shall adopt ((beth)) changes to: (a) A basic
state contribution rate for the law enforcenent officers’ and fire
fighters’ retirenment system and (b) basic enployer contribution rates
for the public enployees’ retirement system plan |, the teachers’
retirement systemplan I, and the Washington state patrol retirenent
systemto be used in the ensuing biennial period.

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

(a) To fully anortize the total costs of the public enployees’
retirement systemplan |, the teachers’ retirenment systemplan |, the
| aw enforcenent officers’ and fire fighters’ retirenent systemplan I,
and the unfunded liability of the Washington state patrol retirenent
systemnot |ater than June 30, 2024; and

(b) To al so continue to fully fund the public enpl oyees’ retirenent
systemplan Il, the teachers’ retirenment systemplans Il and I1l, and
the I aw enforcenent officers’ and fire fighters’ retirement systempl an
Il in accordance with RCW 41. 40. 650, 41.26.450, and this section.

(4) The aggregate actuarial cost nethod shall be used to cal cul ate
a conbined plan Il and Il enployer contribution rate.

(5) The council shall imediately notify the directors of the
of fice of financial managenent and departnent of retirenent systens of
the state and enpl oyer contribution rates adopted.

(6) The director of the departnment of retirenment systens shal
coll ect those rates adopted by the council.

Sec. 6. RCW41.45.090 and 1989 c 273 s 9 are each anended to read
as foll ows:
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The departnent shall collect and keep i n conveni ent formsuch data
as shall be necessary for an actuarial valuation of the assets and
liabilities of the state retirement systens, and for nmaking an
actuarial investigation into the nortality, service, conpensation, and
ot her experience of the nenbers and beneficiaries of those systens.
The departnment and state actuary shall enter into a nmenorandum of
under st andi ng regarding the specific data the departnment wll collect,
when it will be collected, and how it wll be maintained. The
departnent shall notify the state actuary of any changes it makes, or
intends to make, in the collection and nmai ntenance of such dat a.

At |east once in each six-year period, the state actuary shall
conduct an actuarial ((+nvest+gatioen)) experience study of the
nortality, service, conpensation and other experience of the nenbers
and beneficiaries of each state retirenent system and into the
financial condition of each system The results of each investigation
shall be filed with the departnment, the office of financial nmanagenent,
((and)) the budget witing commttees of the Wshington house of
representatives and senate, and the pension funding council. Upon the
basis of such actuarial investigation the departnent shall adopt such
tabl es, schedul es, factors, and regul ations as are deened necessary in
the light of the findings of the actuary for the proper operation of
the state retirenent systens.

~-- END ---
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