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H 0944. 3

HOUSE BI LL 1889

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Kirby, Delvin, Lovick, Chase, O Brien, Cooper,
Si npson and Conway

Read first time 02/13/2003. Referred to Commttee on Appropriations.

AN ACT Relating to the | aw enforcenent officers' and fire fighters'
retirement system plan 1; adding new sections to chapter 41.26 RCW
adding a new section to chapter 44.44 RCW adding a new section to
chapter 41.45 RCW creating new sections; and providing an effective
dat e.

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

NEWSECTION. Sec. 1. OVERVIEW The | aw enforcenment officers' and
fire fighters' retirenment system plan 1 is currently subject to
policymaking by the legislature's joint commttee on pension policy
with ratification by the nenbers of the | egislature and is adm ni stered
by the departnent of retirenment systens.

Menbers of the plan have no direct input into the nmanagenent of
their retirement program Forty-six other states currently have nenber
representation in their pension managenent. This act is intended to
gi ve managenent of the retirenent programto the people whose lives are
directly affected by it and who provide |loyal and valiant service to
ensure the health, safety, and welfare of the citizens of the state of
Washi ngt on.
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NEW SECTION. Sec. 2. INTENT. It is the intent of this act to:

(1) Establish a board of trustees responsible for the adoption of
actuarial standards to be applied to the plan;

(2) Provide for additional benefits for fire fighters and |aw
enforcenment officers subject to the cost limtations provided for in
this act;

(3) Exercise fiduciary responsibility in the oversight of those
pensi on managenent functions assigned to the board;

(4) Provide effective nonitoring of the plan by providi ng an annual
report to the legislature, to the nenbers and beneficiaries of the
pl an, and to the public;

(5) Establish contribution rates for enployees and enpl oyers that
will guaranty viability of the plan, subject to the limtations
provided for in this act;

(6) Provide for an annual budget and to pay costs fromthe trust,
as part of the normal cost of the plan; and

(7) Enable the board of trustees to retain professional and
techni cal advisors as necessary for the fulfillment of their statutory
responsibilities.

NEW SECTION. Sec. 3. DEFIN TIONS. The definitions in this
section apply throughout this act unless the context clearly requires
ot herw se.

(1) "Menber" or "beneficiary" neans:

(a) Current |aw enforcenent officers and fire fighters who are
contributing to the plan;

(b) Retired enployees or their naned beneficiaries who receive
benefits fromthe plan; and

(c) Separated vested nenbers of the plan who are not currently
receiving benefits.

(2) "Plan" neans the |aw enforcenent officers' and fire fighters'
retirement systemplan 1

(3) "Actuary" neans the actuary enployed by the board of trustees.

(4) "State actuary" neans the actuary enployed by the departnent.

(5) "Board" neans the board of trustees.

(6) "Board nenber" neans a nenber of the board of trustees.

(7) "Departnent” nmeans the departnent of retirenent systens.
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(8) "M ninmm benefits" neans those benefits provided for in this
chapter as of July 1, 2004.

(9) "Enployer" nmeans the sane as under RCW 41.26.030(2)(a).

(10) "Enrolled actuary" nmeans an actuary who is enrolled under the
enpl oyee retirenent incone security act of 1974 (Subtitle C of Title
I11) and who is a nenber of the society of actuaries or the Anerican
acadeny of actuari es.

(11) "Increased benefit" neans a benefit in addition to the m ni mum
benefits.

(12) "Trust" neans the assets of the plan.

(13) "Benefits" means the age or service or conbination thereof
required for retirenent, the | evel of service and disability retirenent
benefits, survivorship benefits, paynent options including a deferred
retirement option plan, average final conpensation, postretirenent
cost-of-living adjustnments, including health care and the el enents of
conpensati on. Benefits shall not include the classifications of
enpl oynent eligible to participate in the plan.

(14) "Actuarially sound" neans the plan is sufficiently funded to
meet its projected liabilities and to defray the reasonabl e expenses of
its operation based upon commonly accepted, sound actuarial principles.

NEW SECTION. Sec. 4. BOARD OF TRUSTEES CREATED- - SELECTION OF
TRUSTEES- - TERVS OF OFFI CE- - VACANCI ES. (1) An el even-nenber board of
trustees i s hereby created.

(a) O the initial appointnments, one of the board nenbers shall be
an active |l aw enforcenent officer who is a participant in the plan and
two appoi ntees nust be retired nmenbers of the plan. Beginning with the
first vacancy on or after January 1, 2008, all board appoi ntnments shal
be retired | aw enforcenent officers who are nenbers of the plan. The
| aw enforcenment officer board nenbers shall be appointed by the
governor from (i) a |list provided by a recognized statew de
organi zati on whose officers are elected by the nenbers representing
state and | ocal governnent police officers, deputies, and sheriffs and
excl udes federal |aw enforcenent officers, or (ii) a list of individual
menbers who submt their nanes for consideration for appointnent.

(b) O the initial appointnents, one of the board nenbers shall be
an active fire fighter who is a participant in the plan and two
appoi ntees nust be retired nmenbers of the plan. Beginning with the
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first vacancy on or after January 1, 2008, all board appoi ntnments shal

be retired fire fighters who are nenbers of the plan. The fire fighter
board nenber shall be appointed by the governor from (i) a |ist
provided by a recognized statew de organization whose officers are
el ected by the nenbers representing the interests of fire fighters, or

(ti) a Ilist of individual nenbers who submt their nanes for
consi deration for appointnent.

(c) Three of the board nenbers shall be representatives of
enpl oyers and shall be appointed by the governor.

(d) One board nenber shall be a nenber of the house of

representatives who is appointed by the governor based on the
recommendati on of the speaker of the house of representatives.

(e) One board nenber shall be a nenber of the senate who is
appoi nted by the governor based on the recomendati on of the mgjority
| eader of the senate.

(2) The initial law enforcenent officer and fire fighter board
menbers shall serve ternms of six, four, and two years, respectively.

Thereafter, |aw enforcenment officer and fire fighter board nenbers
serve terns of six years. The remaining board nenbers serve terns of
four years. Board nenbers nay be reappointed to succeeding terns

without limtation. Board nenbers shall serve until their successors
are appoi nted and seat ed.

(3) In the event of a vacancy on the board, the vacancy shall be
filled in the same manner as prescribed for an initial appointnent.
However, after January 1, 2008, all appointees nust be retired nenbers
of the plan.

NEW SECTION. Sec. 5. PONERS OF THE BOARD OF TRUSTEES- - MEETI NG
PROCEDURES- - QUORUM - JUDI CI AL REVI EW - BUDGET OF THE BQOARD OF TRUSTEES.
(1) The board of trustees have the followi ng powers and duties and
shal | :

(a) Adopt actuarial tables, assunptions, and cost nethodol ogies in
consultation wth an enrolled actuary retained by the board. The state
actuary shall provide assistance when the board requests. The actuary
retained by the board shall wutilize the aggregate actuarial cost
met hod, or other recognized actuarial cost nmethod based on a |evel
percent age of payroll, as that termis enployed by the Anerican acadeny
of actuaries. In determning the reasonableness of actuarial
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val uati ons, assunptions, and cost nethodol ogies, the actuary retained
by the board shall provide a copy of all such calculations to the state

actuary. If the two actuaries concur on the calculations,
contributions shall be nmade as set forth in the report of the board's
actuary. If the two actuaries cannot agree, they shall appoint a

third, independent, enrolled actuary who shall review the cal cul ations
of the actuary retained by the board and the state actuary.
Thereafter, contributions shall be based on the nethodol ogy nost
closely followng that of the third actuary;

(b)(i) Provide for the design and inplenentation of increased
benefits for nenbers and beneficiaries of the plan, subject to the
contribution limtations under section 6 of this act. An i ncreased
benefit may not be approved by the board until an actuarial cost of the
benefit has been determined by the actuary and contribution rates
adjusted as may be required to maintain the plan on a sound actuari al
basis. Increased benefits as approved by the board shall be presented
to the | egislature on January 1st of each year. The increased benefits
as approved by the board shall becone effective within ninety days
unless a bill is enacted in the next ensuing session of the
| egi slature, by mpjority vote of each house of the |egislature,
repealing the action of the board,

(iit) As an alternative to the procedure in (b)(i) of this
subsection, recommend to the |egislature changes in the benefits for
menbers and beneficiaries, wthout regard to the cost limtations in
section 6(3) of this act. Benefits adopted in this manner shall have
the same contractual protections as the mninmum benefits in the plan.
The recommendati ons of the board shall be presented to the |egislature
on January 1st of each year. These neasures shall take precedence over
all other neasures in the | egislature, except appropriations bills, and
shall be either enacted or rejected without change or anmendnent by the
| egi sl ature before the end of such regul ar session;

(c) Retain professional and technical advisors necessary for the
acconplishnment of its duties. The cost of these services may be
w thdrawn fromthe trust;

(d) Consult wth the departnment for the purpose of inproving
benefit adm nistration and nenber services;

(e) Provide an annual report to the governor and the |egislature
setting forth the actuarial funding status of the plan and making

p. 5 HB 1889



©O© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWMNDNDNDNDNMNDNDMDDNMNMNDNMDNNMNMNMDNEPRPRPPRPEPRPERPPRPERPRPERPPRPRE
0O N O W NPEFP O OOWuNO O P WNEPEOOWOOWwWNOO O~ owDNDE.Oo

recommendations for inprovenents in those aspects of retirenent
admnistration directed by the legislature or admnistered by the
depart nent;

(f) Establish uniform adm nistrative rules and operating policies
in the manner prescribed by |aw,

(g) Engage admnistrative staff and acquire office space
i ndependent of, or in conjunction with, the departnent. The depart nent
shal |l provide funding fromits budget for these purposes;

(h) The board shall publish on an annual basis a schedule of
i ncreased benefits together wiwth a summary of the m ninum benefits as
established by the | egislature which shall constitute the official plan
docunent; and

(1) Be the fiduciary of the plan and discharge the board' s duties
solely in the interest of the nenbers and beneficiaries of the plan.

(2) Meetings of the board of trustees shall be conducted as
fol |l ows:

(a) Al board neetings are open to the public, preceded by tinely
public notice;

(b) Al actions of the board shall be taken in open public session,
except for those matters which may be considered in executive session
as provided by |aw,

(c) The board shall retain mnutes of each neeting setting forth
t he names of those board nenbers present and absent, and their voting
record on any voted issue; and

(d) The board may establish, with the assistance of the appropriate
office of state governnent, an internet web site providing for
interactive communication wth state governnent, menbers and
beneficiaries of the plan, and the public.

(3) A quorumof the board is six board nenbers. All board actions
require six concurring votes.

(4) The decisions of the board shall be nade in good faith and are
final, binding, and conclusive on all parties. The decisions of the
board shall be subject to judicial review as provided by |aw.

(5 A law enforcenent officers' and fire fighters' retirenment
system plan 1 expense fund is established for the purpose of defraying
t he expenses of the board. The board shall cause an annual budget to
be prepared consistent with the requirenents of chapter 43.88 RCW and
shall draw the funding for the budget fromthe investnent incone of the
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trust. Board nenbers shall be reinbursed for travel and education
expenses as provided in RCW 43.03. 050 and 43.03.060. The board shal
make an annual report to the governor, |egislature, and state auditor
setting forth a summary of the costs and expenditures of the plan for
the preceding year. The board shall also retain the services of an
i ndependent, certified public accountant who shall annually audit the
expenses of the fund and whose report shall be included in the board's
annual report.

NEW SECTION. Sec. 6. CONTRI BUTI ONS. (1) The board of trustees
shal | establish contributions as set forth in this section. The cost
of the m ninmum benefits as defined in this plan shall be funded as set
forth in chapters 41.26 and 41.45 RCW

(2) The m nimum benefits shall constitute a contractual obligation
of the state and the contributing enployers and nay not be reduced
below the levels in effect on July 1, 2004. The state and the
contributing enployers shall maintain the m ninum benefits on a sound
actuarial basis in accordance with the actuarial standards adopted by
t he board.

(3) Increased benefits created as provided for in section 5 of this
act are granted on a basis not to exceed the contributions provided for
in subsection (1) of this section. In the event that the cost of
mai ntai ning the increased benefits on a sound actuarial basis exceeds
t he aggregate contributions provided for in this section, the board may
submt to the affected nenbers of the plan the option of paying the
i ncreased costs or of having the increased benefits reduced to a | evel
sufficient to be nmamintained by the aggregate contributions. The
reduction of benefits in accordance with this section shall not be
deened a violation of the contractual rights of the nenbers, provided
that no reduction may result in benefits being | ower than the |evel of
the m ni mum benefits.

(4) The board shall nmanage the trust in a manner that maintains
reasonable contributions and admnistrative costs. Provi di ng
additional benefits to nenbers and beneficiaries is the board's
priority.

NEW SECTION. Sec. 7. A new section is added to chapter 44.44 RCW
to read as foll ows:
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The joint commttee on pension policy has no authority over matters
under sections 1 through 6, 9, and 10 of this act.

NEW SECTION. Sec. 8. A new section is added to chapter 41.45 RCW
to read as foll ows:

The pension funding council has no authority over matters under
sections 1 through 6, 9, and 10 of this act.

NEW SECTI ON. Sec. 9. ASSET MANAGEMENT. Assets of the plan shal
be managed by the state investnent board as provided by |aw.

NEWSECTION. Sec. 10. SEVERABILITY. If any provision of this act
or its application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 11. CAPTIONS NOT LAW  Captions used in this
act are not any part of the |aw

NEW SECTION. Sec. 12. | MPLEMENTI NG LEGQ SLATION. The depart nment
of retirenment systens and the office of the state actuary shall prepare
and submt to the fiscal commttees of the |egislature by January 15,
2004, proposed legislation for inplenmenting this act.

NEWSECTION. Sec. 13. CODIFICATION. Sections 1 through 6, 9, and
10 of this act are each added to chapter 41.26 RCW and codified with
t he subchapter heading of "plan 1 managenent.”

NEW SECTI ON. Sec. 14. EFFECTIVE DATE. Except for section 12 of
this act, the remainder of this act takes effect July 1, 2004.

~-- END ---
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