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HOUSE BI LL 2116

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By Representatives Bail ey and Al exander

Read first time 02/08/2007. Referred to Committee on Appropriations.

AN ACT Relating to gain-sharing benefits and increasing
contributions towards unfunded pension liabilities; anmending RCW
41. 31. 020, 41.31A 020, 41.32.835, and 41.35.610; adding a new section
to chapter 41.45 RCW decodifying RCW 41.31A. 030 and 41.31A 040;
provi ding effective dates; and decl ari ng an energency.

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

Sec. 1. RCW41.31.020 and 1998 ¢ 340 s 2 are each anended to read
as follows:

(1) The gain-sharing increase anount shall be the anount of
i ncrease, rounded to the nearest cent, that can be fully funded in
actuarial present value by the anmount of extraordinary investnent
gains, if any. The anmount of extraordinary investnent gains shall be
cal cul ated as foll ows:

(a) One-half of the sum of the value of the net assets held in
trust for pension benefits in the teachers' retirenment system plan 1
fund and the public enployees' retirenent system plan 1 fund at the
cl ose of the previous state fiscal year

(b) Miltiplied by the amunt which the conpound average of
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i nvestnment returns on those assets over the previous four state fiscal
years exceeds ((t+en)) fourteen percent.

(2) The gain-sharing increase anount for July 1998, as provided for
in RCW41.31.010, is ten cents.

Sec. 2. RCW41.31A 020 and 2003 ¢ 294 s 4 are each anended to read
as follows:

(1) On January 1, 2004, and on January 1st of even-nunbered years
thereafter, the nenber account of a person neeting the requirenents of
this section shall be credited by the extraordinary investnent gain
anmount .

(2) The follow ng persons, if hired prior to July 1, 2007, shall be
eligible for the benefit provided in subsection (1) of this section:

(a) Any nenber of the teachers' retirement system plan 3, the
Washi ngton school enployees' retirement system plan 3, or the public
enpl oyees' retirenent system plan 3 who earned service credit during
the twel ve-nmonth period from Septenber 1st to August 31st immedi ately
precedi ng the distribution and had a bal ance of at |east one thousand
dollars in their nenber account on August 31st of the year imrediately
precedi ng the distribution; or

(b) Any person in receipt of a benefit pursuant to RCW 41. 32. 875,
41. 35. 680, or 41.40.820; or

(c) Any person who is a retiree pursuant to RCW 41. 34.020(8) and
who:

(1) Conpleted ten service credit years; or

(1i) Conpleted five service credit years, including twelve service
nmonths after attaining age fifty-four; or

(d) Any teacher who is a retiree pursuant to RCW41. 34.020(8) and
who has conpleted five service credit years by July 1, 1996, under plan
2 and who transferred to plan 3 under RCW41. 32.817; or

(e) Any classified enployee who is a retiree pursuant to RCW
41. 34.020(8) and who has conpleted five service credit years by
Septenber 1, 2000, and who transferred to plan 3 under RCW 41. 35. 510;
or

(f) Any public enployee who is a retiree pursuant to RCW
41. 34.020(8) and who has conpleted five service credit years by Mrch
1, 2002, and who transferred to plan 3 under RCW41. 40.795; or
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(g) Any person who had a bal ance of at |east one thousand dollars
in their nmenber account on August 31st of the year imediately
precedi ng the distribution and who:

(1) Conpleted ten service credit years; or

(1i1) Conpleted five service credit years, including twelve service
nmonths after attaining age fifty-four; or

(h) Any teacher who had a bal ance of at |east one thousand dollars
in their nmenber account on August 31st of the year imediately
preceding the distribution and who has conpleted five service credit
years by July 1, 1996, under plan 2 and who transferred to plan 3 under
RCW 41. 32.817; or

(1) Any classified enployee who had a balance of at |east one
t housand dollars in their nmenber account on August 31st of the year
i medi ately preceding the distribution and who has conpleted five
service credit years by Septenber 1, 2000, and who transferred to plan
3 under RCW 41. 35.510; or

(Jj) Any public enployee who had a bal ance of at |east one thousand
dollars in their nenber account on August 31st of the year imrediately
preceding the distribution and who has conpleted five service credit
years by March 1, 2002, and who transferred to plan 3 under RCW
41. 40. 795.

(3) The extraordinary investnent gain anount shall be cal cul ated as
fol | ows:

(a) One-half of the sum of the value of the net assets held in
trust for pension benefits in the teachers' retirenent system conbi ned
plan 2 and 3 fund, the Washi ngt on school enpl oyees' retirenment system
conbi ned plan 2 and 3 fund, and the public enpl oyees' retirenent system
conbined plan 2 and 3 fund at the close of the previous state fisca
year not including the amount attributable to nenber accounts;

(b) (i) Through January 1, 2008, nmultiplied by the anmount which the
conpound average of investnent returns on those assets over the
previous four state fiscal years exceeds ten percent;

(ii) On and after January 2, 2008, multiplied by the anpunt which
the conpound average of investnment returns on those assets over the
previous four state fiscal years exceeds fourteen percent;

(c) Multiplied by the proportion of:

(1) The sum of the service credit on August 31st of the previous
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year of all persons eligible for the benefit provided in subsection (1)
of this section; to

(ii) The sum of the service credit on August 31st of the previous
year of:

(A Al persons eligible for the benefit provided in subsection (1)
of this section;

(B) Any person who earned service credit in the teachers’
retirenment system plan 2, the Washi ngton school enployees' retirenent
systemplan 2, or the public enployees' retirenent systemplan 2 during
the twel ve-nmonth period from Septenber 1st to August 31st immedi ately
precedi ng the distribution;

(© Any person in receipt of a benefit pursuant to RCW41. 32. 765,
41. 35. 420, or 41.40.630; and

(D) Any person with five or nore years of service in the teachers
retirenment system plan 2, the Washi ngton school enployees' retirenent
systemplan 2, or the public enployees' retirenent systemplan 2;

(d) Divided proportionally anong persons eligible for the benefit
provided in subsection (1) of this section on the basis of their
service credit total on August 31st of the previous year.

(4) The legislature reserves the right to amend or repeal this
section in the future and no nenber or beneficiary has a contractua
right to receive this distribution not granted prior to that tine.

Sec. 3. RCW 41.32.835 and 1995 c 239 s 105 are each anended to
read as foll ows:

(1) Al teachers who first becone enployed by an enployer in an
eligible position on or after ((3uy31+—31996—~shal—be renbers—ofplan
3)) the effective date of this section, shall have a period of ninety
days to nake an irrevocable choice to becone a nenber of plan 2 or plan
3. At the end of ninety days, if the nenber has not nade a choice to
becone a nenber of plan 2, he or she becones a nenber of plan 3.

(2) For admnistrative efficiency, until a nenber elects to becone
a nmenber of plan 3, or becones a nenber of plan 3 by default under
subsection (1) of this section, the nenber shall be reported to the
departnent in plan 2, with nenber and enployer contributions. Upon
becoming a nenber of plan 3 by election or by default, all service
credit shall be transferred to the nmenber's plan 3 defined benefit, and
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all enployee accunul ated contributions shall be transferred to the
menber's plan 3 defined contribution account.

Sec. 4. RCW 41.35.610 and 1998 c 341 s 202 are each anended to
read as foll ows:

(1) Al classified enployees who first beconme enployed by an
enployer in an eligible position on or after ((Septerber—31—2000—shall
be—renbers—of—plan—3)) the effective date of this section, shall have

a period of ninety days to neke an irrevocable choice to becone a
nenber of plan 2 or plan 3. At the end of ninety days, if the nenber
has not nmade a choice to becone a nmenber of plan 2, he or she becones
a nenber of plan 3.

(2) For admnistrative efficiency, until a nenber elects to becone
a nmenber of plan 3, or becones a nenber of plan 3 by default under
subsection (1) of this section, the nenber shall be reported to the
departnent in plan 2, with nenber and enployer contributions. Upon
becoming a nenber of plan 3 by election or by default, all service
credit shall be transferred to the nenber's plan 3 defined benefit, and
all enployee accunulated contributions shall be transferred to the
nenber's plan 3 defined contribution account.

NEW SECTION. Sec. 5. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) The rates established in this section shall be collected in
addition to the rates established pursuant to RCW 41.45.062,
41.45. 0621, and 41.45. 070.

(2) Beginning Septenber 1, 2007, a 1.25 percent contribution is
established as part of the basic state and enployer contribution rate
for the teachers' retirenent system to be used for the sol e purpose of
anortizing the unfunded accrued actuarial liability in the teachers'
retirement systemplan 1

(3) Beginning Septenmber 1, 2007, a 0.67 percent contribution is
established as part of the basic state and enpl oyer contribution rate
for the school enployees' retirenent system to be used for the sole
pur pose of anortizing the unfunded accrued actuarial liability in the
public enpl oyees' retirenent systemplan 1.

(4) Beginning July 1, 2007, a 0.67 percent contribution is
established as part of the basic state and enployer contribution rate
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for the public enployees' retirement system and the public safety
enpl oyees' retirenent system to be used for the sole purpose of
anortizing the unfunded accrued actuarial liability in the public
enpl oyees' retirenent system plan 1.

(5) The contribution rates in this section shall be collected
t hrough June 30, 2011, for the public enployees' retirenent system and
the public safety enployees' retirenent system through August 31,
2011, for the school enployees' retirenent system and through August
31, 2010, for the teachers' retirenent system

NEW  SECTI ON. Sec. 6. RCW 41. 31A. 030 and 41. 31A. 040 are
decodi fi ed.

NEW SECTION. Sec. 7. (1) Sections 2 and 5 of this act are
necessary for the imedi ate preservation of the public peace, health,
or safety, or support of the state governnment and its existing public
institutions, and take effect July 1, 2007.

(2) Section 1 of this act takes effect January 2, 2008.

~-- END ---
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