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SENATE BI LL 6249

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Session

By Senators Fraser, Wnsley, Pflug, Regala and Carlson; by request of
Sel ect Commttee on Pension Policy

Read first time 01/15/2004. Referred to Commttee on Ways & Means.

AN ACT Relating to establishing an asset snoothing corridor for
actuarial valuations used in the funding of the state retirenent
systens; and anendi ng RCW 41. 45. 020 and 41. 45. 035.

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

Sec. 1. RCWA41.45.020 and 2003 ¢ 295 s 8 are each anended to read
as follows:

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

(1) "Council" nmeans the pension funding council created in RCW
41. 45. 100.

(2) "Departnment” nmeans the departnent of retirenment systens.

(3) "Law enforcenent officers' and fire fighters' retirenment system
plan 1" and "law enforcenent officers' and fire fighters' retirenent
system pl an 2" neans the benefits and fundi ng provisions under chapter
41. 26 RCW

(4) "Public enployees’ retirement system plan 1," "public
enpl oyees' retirenment systemplan 2," and "public enpl oyees' retirenent
system plan 3" nean the benefits and funding provisions under chapter
41. 40 RCW
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(5) "Teachers' retirement system plan 1," "teachers' retirenent
system plan 2," and "teachers' retirenent system plan 3" nean the
benefits and fundi ng provisions under chapter 41.32 RCW

(6) "School enployees' retirement system plan 2" and "school
enpl oyees' retirenent system plan 3" nean the benefits and funding
provi si ons under chapter 41.35 RCW

(7) "Washington state patrol retirement systenf nmeans the
retirenment benefits provided under chapter 43.43 RCW

(8) "Unfunded Iliability" neans the unfunded actuarial accrued
l[tability of a retirenment system

(9) "Actuary" or "state actuary" neans the state actuary enpl oyed
under chapter 44.44 RCW

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

(11) "d assified enployee" neans a nenber of the Washi ngton school
enpl oyees' retirenent system plan 2 or plan 3 as defined in RCW
41. 35. 010.

(12) "Teacher" neans a nenber of the teachers' retirenent system as
defined in RCWA41. 32. 010(15).

(13) "Select commttee” neans the select conmttee on pension
policy created in RCW41. 04. 276.

(14) "Actuarial value of assets"” neans the value of pension plan
investnents and other property used by the actuary for the purpose of
an actuarial valuation.

Sec. 2. RCW41.45.035 and 2003 1st sp.s. ¢ 11 s 1 are each anmended
to read as foll ows:

(1) Beginning July 1, 2001, the following |long-term economc
assunptions shall be used by the state actuary for the purposes of RCW
41. 45. 030:

(a) The growmh in inflation assunption shall be 3.5 percent;

(b) The growh in salaries assunption, exclusive of nerit or
| ongevity increases, shall be 4.5 percent;

(c) The investnent rate of return assunption shall be 8 percent;
and

(d) The growh in system nenbership assunption shall be 1.25
percent for the public enployees' retirenent system the school
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enpl oyees' retirenent system and the |law enforcenent officers’ and
fire fighters' retirenment system The assunption shall be .90 percent
for the teachers' retirenment system

(2)(a) Beginning wth actuarial studies done after July 1, 2003,
changes to plan asset values that vary from the |ong-term investnent
rate of return assunption shall be recognized in the actuarial value of

assets over a period that varies up to eight years depending on the
magni tude of the deviation of each year's investnent rate of return
relative to the long-term rate of return assunption. Begi nning with
actuarial studies perforned after July 1, 2004, the actuarial value of
assets shall not be greater than one hundred thirty percent of the
mar ket value of assets as of the valuation date or |less than seventy
percent of the market value of assets as of the valuation date.
Beginning April 1, 2004, the council, by affirmative vote of four
counci | renbers, nmay adopt changes to this asset value snoothing
t echni que. Any changes adopted by the council shall be subject to
revision by the | egislature.

(b) The state actuary shall periodically review the appropriateness
of the asset snoothing nethod in this section and recommend changes to
the legislature as necessary.

~-- END ---
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