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HOUSE BI LL 2391

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By Representatives Fronhold, Conway and Mbell er

Read first time 03/19/2007. Referred to Conmmittee on Appropriations.

AN ACT Relating to retirement system gain-sharing and alternate
benefits; anending RCW 41.31A 020, 41.32.765, 41.32.835, 41.32.875,
41. 35. 420, 41.35.610, 41.35.680, 41.40.630, and 41.40.820; adding a new
section to chapter 41.32 RCW adding a new section to chapter 41.40
RCW <creating new sections; repealing RCW 41.31.010, 41.31.020,
41. 31. 030, 41. 31A. 010, 41. 31A. 020, 41. 31A. 030, and 41. 31A. 040;
provi ding effective dates; and decl aring an energency.

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

Sec. 1. 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 followi ng persons, 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' retirenment 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
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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

(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

(1i) 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 nenber 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
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(j) Any public enployee who had a bal ance of at | east one thousand
dollars in their nmenber account on August 31st of the year imrediately
preceding the distribution and who has conpleted five service credit
years by Mrch 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 ngton 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 anount attributable to nenber accounts;

(b) Miltiplied by the amunt which the conpound average of
i nvestnment returns on those assets over the previous four state fiscal
years exceeds ten percent;

(c) Multiplied by the proportion of:

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

(ii1) 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 imedi 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.
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(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. 2. RCW 41.32.765 and 2000 c 247 s 902 are each anended to
read as foll ows:

(1) NORMAL RETI REMENT. Any menber with at least five service
credit years of service who has attained at | east age sixty-five shal
be eligible to retire and to receive a retirenment allowance conputed
according to the provisions of RCW41. 32. 760.

(2) EARLY RETI REMENT. Any nenber who has conpleted at |east twenty
service credit years of service who has attained at |east age fifty-
five shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW 41.32. 760, except that a
menber retiring pursuant to this subsection shall have the retirenent
al | owmance actuarially reduced to reflect the difference in the nunber
of years between age at retirenment and the attainment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.760, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.760, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced as foll ows:

Reti r ement Per cent
Age Reducti on
5 20%
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56 17%
57 14%
28 11%
59 8%
60 5%
61 4%
62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using linear

interpolation as deternined by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 2, chapter . . . (this act), Laws of
2007 were intended by the legislature as replacenent benefits for gain-
sharing. Until there is legal certainty with respect to the repeal of
chapter 41.31A RCW the right to retire under this subsection is
noncontractual, and the legislature reserves the right to anend or
repeal this subsection. Legal certainty includes, but is not limted
to, the expiration of any: Applicable limtations on actions; and
periods of tinme for seeking appellate review, up to and including
reconsi deration by the Washi ngton suprene court and the suprene court
of the United States. Until that tinme, eligible nenbers may stil
retire under this subsection, and upon receipt of the first install nent
of a retirenent allowance conputed under this subsection, the resulting
benefit becones contractual for the recipient. If the repeal of
chapter 41.31A RCWis held to be invalid in a final determ nation of a
court of law, and the court orders reinstatenent of gain-sharing or
other alternate benefits as a renedy, then retirenent benefits for any
nenber who has conpleted at least thirty service credit years and has
attained age fifty-five but has not yet received the first install nent
of aretirenent allowance under this subsection shall be conputed using
the reductions in (a) of this subsection.

Sec. 3. RCW 41.32.835 and 1995 ¢ 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 ((J3uy—31—1996——shallbe renrbers—ofplan

3)) July 1, 2007, shall have a period of ninety days to make an
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irrevocable choice to becone a nenber of plan 2 or plan 3. At the end
of ninety days, if the nmenber 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
becom ng 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
all enployee accunulated contributions shall be transferred to the
nenber's plan 3 defined contribution account.

(3) The plan choice provision as set forth in section 3, chapter

(this act), Laws of 2007 was intended by the legislature as a
repl acenent benefit for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW the right to plan

choice wunder this section is noncontractual, and the |l|eqgislature
reserves the right to amend or repeal this section. Legal certainty
includes, but is not limted to, the expiration of any: Appli cabl e

limtations on actions; and periods of tine for seeking appellate
review, up to and including reconsideration by the WAshi nhgton suprene
court and the suprene court of the United States. Until that tine, al
teachers who first becone enployed by an enployer in an eligible
position on or after July 1, 2007, nmay choose either plan 2 or plan 3
under this section. If the repeal of chapter 41.31A RCWis held to be
invalid in a final determnation of a court of law, and the court
orders reinstatenment of gain-sharing or other alternate benefits as a
renedy, then all teachers who first becone enployed by an enployer in
an eligible position on or after the date of such reinstatenent shall
be nmenbers of plan 3.

Sec. 4. RCW41.32.875 and 2006 ¢ 33 s 1 are each anmended to read
as follows:

(1) NORMAL RETI REMENT. Any nmenber who is at | east age sixty-five
and who has:

(a) Conpleted ten service credit years; or

(b) Conpleted five service credit years, including twelve service
credit nonths after attaining age forty-four; or
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(c) Conpleted five service credit years by July 1, 1996, under plan
2 and who transferred to plan 3 under RCW41. 32. 817,
shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW41. 32. 840.

(2) EARLY RETI REMENT. Any nmenber who has attained at |east age
fifty-five and has conpleted at |east ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.840, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | owance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attai nment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.840, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | owmance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.32.840, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced as foll ows:

Reti r enent Per cent
Age Reducti on
55 20%
56 17%
57 14%
58 11%
59 8%
60 5%
61 4%
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62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using |inear
interpolation as determ ned by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 4, chapter . . . (this act), Laws of
2007 were intended by the legislature as replacenent benefits for gain-
sharing. Until there is legal certainty with respect to the repeal of
chapter 41.31A RCW the right to retire under this subsection is
noncontractual, and the leqgislature reserves the right to anend or
repeal this subsection. Legal certainty includes, but is not linited
to, the expiration of any: Applicable limtations on actions; and

periods of tine for seeking appellate review, up to and including

reconsi deration by the Washi ngton suprene court and the suprene court
of the United States. Until that tinme, eligible nenbers may stil

retire under this subsection, and upon receipt of the first install nent
of a retirenment allowance conputed under this subsection, the resulting
benefit beconmes contractual for the recipient. If the repeal of
chapter 41.31A RCWis held to be invalid in a final determ nation of a
court of law, and the court orders reinstatenent of gain-sharing or

other alternate benefits as a renedy, then retirenent benefits for any
nenber who has conpleted at least thirty service credit years and has
attained age fifty-five but has not yet received the first install nent
of a retirenment allowance under this subsection shall be conputed using
the reductions in (a) of this subsection.

NEW SECTION. Sec. 5. A new section is added to chapter 41.32 RCW
under the subchapter heading "plan 1" to read as foll ows:

(1) Beginning July 1, 2009, the annual increase anount as defi ned
in RCW41. 32.010(46) shall be increased by an amount equal to $0.34 per
nmont h per year of service mnus the 2008 gai n-sharing increase anount
under RCW41.31.010 as it exists on the effective date of this section.
Thi s adjustnment shall not decrease the annual increase anmount, and is
not to exceed $0.13 per nonth per year of service. The | egislature
reserves the right to amend or repeal this section in the future and no
menber or beneficiary has the contractual right to receive this

HB 2391 p. 8
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adjustnment to the annual increase anmount not granted prior to that
tinme.

(2) The adjustnent to the annual increase anount as set forth in
section 5, chapter . . . (this act), Laws of 2007 was intended by the
| egi slature as a replacenent benefit for gain-sharing. |[If the repea
of chapter 41.31 RCWis held to be invalid in a final determ nation of
a court of law, and the court orders reinstatenent of gain-sharing or
other alternate benefits as a renmedy, then this adjustnent to the
annual increase amount shall not be included in future annual increase
anounts paid on or after the date of such reinstatenent.

Sec. 6. RCW 41.35.420 and 2000 c 247 s 905 are each anended to
read as foll ows:

(1) NORMAL RETI REMENT. Any menber with at least five service
credit years who has attained at |east age sixty-five shall be eligible
to retire and to receive a retirenent all owance conputed according to
t he provisions of RCWA41. 35. 400.

(2) EARLY RETI REMENT. Any nenber who has conpleted at |east twenty
service credit years and has attained age fifty-five shall be eligible
to retire and to receive a retirenent all owance conputed according to
t he provisions of RCWA41. 35.400, except that a nenber retiring pursuant
to this subsection shall have the retirenent allowance actuarially
reduced to reflect the difference in the nunber of years between age at
retirement and the attai nnent of age sixty-five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.400, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal

be eligible to retire and to receive a retirenent all owance conputed
according to the provisions of RCW 41.35.400, except that a nmenber

p. 9 HB 2391
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retiring pursuant to this subsection shall have the retirenent
al | owance reduced as foll ows:

Reti r enent Per cent
Age Reducti on
55 20%
56 17%
57 14%
28 11%
29 8%
60 5%
61 4%
62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using linear
interpolation as determ ned by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 6, chapter . . . (this act), Laws of
2007 were intended by the legislature as replacenent benefits for gain-
sharing. Until there is legal certainty with respect to the repeal of
chapter 41.31A RCW the right to retire under this subsection is
noncontractual, and the legislature reserves the right to anend or
repeal this subsection. Legal certainty includes, but is not limted
to, the expiration of any: Applicable limtations on actions; and

periods of tinme for seeking appellate review, up to and including
reconsideration by the Washi ngton suprene court and the suprene court
of the United States. Until that tine, eligible nenbers may stil

retire under this subsection, and upon receipt of the first install nent

of aretirenent all owance conmputed under this subsection, the resulting

benefit becones contractual for the recipient. If the repeal of
chapter 41.31A RCWis held to be invalid in a final determ nation of a
court of law, and the court orders reinstatenent of gain-sharing or

other alternate benefits as a renedy, then retirenent benefits for any
menber who has conpleted at |least thirty service credit years and has
attai ned age fifty-five but has not vyet received the first install nent

HB 2391 p. 10
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of aretirenent all owance under this subsection shall be conputed using
the reductions in (a) of this subsection.

Sec. 7. RCW 41.35.610 and 1998 c 341 s 202 are each anended to
read as foll ows:

(1) Al classified enployees who first becone enployed by an
enployer in an eligible position on or after ((Septerber—31—2000—shall
be—renbers—ofplan—3)) July 1, 2007, 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 nmade 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
all enployee accunulated contributions shall be transferred to the
nenber's plan 3 defined contribution account.

(3) The plan choice provision as set forth in section 7, chapter

(this act), Laws of 2007 was intended by the legislature as a
repl acenent benefit for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW the right to plan

choice under this section is noncontractual, and the |eqgislature
reserves the right to amend or repeal this section. Legal certainty
includes, but is not limted to, the expiration of any: Appli cabl e

limtations on actions; and periods of tinme for seeking appellate
review, up to and including reconsideration by the WAshi ngton suprene
court and the suprene court of the United States. Until that tine, al
classified enployees who first becone enployed by an enployer in an
eligible position on or after July 1, 2007, may choose either plan 2 or
plan 3 under this section. |If the repeal of chapter 41.31A RCWis held
to be invalid in a final determination of a court of law, and the court
orders reinstatenment of gain-sharing or other alternate benefits as a
renedy, then all classified enployees who first becone enpl oyed by an
enployer in an eligible position on or after the date of such
reinstatenent shall be nenbers of plan 3.

p. 11 HB 2391
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Sec. 8. RCWA41.35.680 and 2006 ¢ 33 s 2 are each anmended to read
as follows:

(1) NORMAL RETI REMENT. Any nmenber who is at | east age sixty-five
and who has:

(a) Conpleted ten service credit years; or

(b) Conpleted five service credit years, including twelve service
credit nonths after attaining age forty-four; or

(c) Conpleted five service credit years by Septenber 1, 2000, under
the public enployees' retirenent systemplan 2 and who transferred to
pl an 3 under RCW 41. 35.510;
shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW41. 35. 620.

(2) EARLY RETI REMENT. Any nmenber who has attained at |east age
fifty-five and has conpleted at |east ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | owance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attai nment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.35.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced as foll ows:

HB 2391 p. 12
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Reti r ement Per cent

Age Reducti on
55 20%
56 17%
57 14%
28 11%
59 8%
60 5%
61 4%
62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using linear
interpolation as determ ned by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 8, chapter . . . (this act), Laws of
2007 were intended by the legislature as replacenent benefits for gain-
sharing. Until there is legal certainty with respect to the repeal of
chapter 41.31A RCW the right to retire under this subsection is
noncontractual, and the legislature reserves the right to anend or
repeal this subsection. Legal certainty includes, but is not limted
to, the expiration of any: Applicable limtations on actions; and
periods of tinme for seeking appellate review, up to and including
reconsideration by the Washi ngton suprene court and the suprene court
of the United States. Until that tine, eligible nenbers may stil
retire under this subsection, and upon receipt of the first install nent
of aretirenent allowance conputed under this subsection, the resulting

benefit becones contractual for the recipient. If the repeal of
chapter 41.31A RCWis held to be invalid in a final determ nation of a
court of law, and the court orders reinstatenent of gain-sharing or
other alternate benefits as a renedy, then retirenent benefits for any
nenber who has conpleted at least thirty service credit years and has
attained age fifty-five but has not yet received the first install nent
of aretirenent allowance under this subsection shall be conputed using

the reductions in (a) of this subsection.
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Sec. 9. RCW 41.40.630 and 2000 c 247 s 901 are each anended to
read as foll ows:

(1) NORMAL RETI REMENT. Any menber with at least five service
credit years who has attained at |east age sixty-five shall be eligible
to retire and to receive a retirenent all owance conputed according to
t he provisions of RCWA41. 40. 620.

(2) EARLY RETI REMENT. Any nenber who has conpleted at |east twenty
service credit years and has attained age fifty-five shall be eligible
to retire and to receive a retirenent all owance conputed according to
t he provisions of RCWA41. 40. 620, except that a nenber retiring pursuant
to this subsection shall have the retirenent allowance actuarially
reduced to reflect the difference in the nunber of years between age at
retirement and the attai nnent of age sixty-five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.40.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.40.620, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced as foll ows:

Reti r enent Per cent
Age Reducti on
55 20%
56 17%
57 14%
58 11%
59 8%
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60 5%
61 4%
62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using |inear
interpolation as determ ned by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 9, chapter . . . (this act), Laws of

2007 were intended by the leqislature as repl acenent benefits for gain-

sharing. Until there is legal certainty with respect to the repeal of

chapter 41.31A RCW the right to retire under this subsection is
noncontractual, and the legislature reserves the right to anend or
repeal this subsection. LlLegal certainty includes, but is not linted
to, the expiration of any: Applicable limtations on actions; and
periods of tinme for seeking appellate review up to and including
reconsi deration by the Washi ngton suprene court and the suprene court
of the United States. Until that tinme, eligible nenbers may stil

retire under this subsection, and upon receipt of the first install nent

of a retirenent allowance conputed under this subsection, the
resulting benefit becones contractual for the recipient. 1f the repeal

of chapter 41.31A RCWis held to be invalid in a final determ nation of

a court of law, and the court orders reinstatenent of gain-sharing or
other alternate benefits as a renedy, then retirenent benefits for any

menber who has conpleted at least thirty service credit years and has
attained age fifty-five but has not yet received the first install nment

of aretirenent all owance under this subsection shall be conputed using

the reductions in (a) of this subsection.

Sec. 10. RCW41.40.820 and 2006 ¢ 33 s 3 are each anended to read
as foll ows:

(1) NORMAL RETI REMENT. Any nenber who is at | east age sixty-five
and who has:

(a) Conpleted ten service credit years; or

(b) Conpleted five service credit years, including twelve service
credit nonths after attaining age forty-four; or

(c) Completed five service credit years by the transfer paynent

p. 15 HB 2391
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date specified in RCW41. 40. 795, under the public enployees' retirenent
systemplan 2 and who transferred to plan 3 under RCW 41. 40. 795;

shall be eligible to retire and to receive a retirenent allowance
conputed according to the provisions of RCW41.40. 790.

(2) EARLY RETI REMENT. Any nmenber who has attained at |east age
fifty-five and has conpleted at |east ten years of service shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.40.790, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | owance actuarially reduced to reflect the difference in the nunber
of years between age at retirenent and the attai nment of age sixty-
five.

(3) ALTERNATE EARLY RETI REMENT

(a) Prior to January 2, 2008, any nenber who has conpleted at | east
thirty service credit years and has attained age fifty-five shall be
eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.40.790, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | owmance reduced by three percent per year to reflect the difference
in the nunber of years between age at retirenent and the attai nnment of
age sixty-five.

(b) On or after January 2, 2008, any nenber who has conpleted at
least thirty service credit years and has attained age fifty-five shal
be eligible to retire and to receive a retirenent allowance conputed
according to the provisions of RCW 41.40.790, except that a nenber
retiring pursuant to this subsection shall have the retirenent
al | omance reduced as foll ows:

Reti r enent Per cent
Age Reducti on
55 20%
56 17%
57 14%
58 11%
59 8%
60 5%
61 4%
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62 3%
63 2%
64 1%

Reductions for periods between ages shall be calculated using |inear
interpolation as determ ned by the director.

The subsidized reductions for alternate early retirenent in this
subsection as set forth in section 10, chapter . . . (this act), Laws
of 2007 were intended by the leqgislature as replacenent benefits for

gai n-shari ng. Until there is legal certainty with respect to the
repeal of chapter 41.31A RCW the right to retire under this subsection
is noncontractual, and the leqgislature reserves the right to anend or

repeal this subsection. Legal certainty includes, but is not limted

to, the expiration of any: Applicable limtations on actions; and

periods of tine for seeking appellate review, up to and including

reconsi deration by the Washi ngton suprene court and the suprene court
of the United States. Until that tine, eligible nmenbers may stil
retire under this subsection, and upon receipt of the first install nent

of aretirenent all owance conputed under this subsection, the resulting

benefit becones contractual for the recipient. If the repeal of
chapter 41.31A RCWis held to be invalid in a final determnation of a
court of law, and the court orders reinstatenent of gain-sharing or

other alternate benefits as a renedy, then retirenent benefits for any

nenber who has conpleted at least thirty service credit years and has
attained age fifty-five but has not yet received the first install nent
of a retirenment allowance under this subsection shall be conputed using
the reductions in (a) of this subsection.

NEW SECTION.  Sec. 11. A new section is added to chapter 41.40 RCW
under the subchapter heading "plan 1" to read as foll ows:

(1) Beginning July 1, 2009, the annual increase anount as defi ned
in RCW41.40.010(41) shall be increased by an amount equal to $0.34 per
nmont h per year of service mnus the 2008 gai n-sharing increase anpount
under RCW41.31.010 as it exists on the effective date of this section.
Thi s adjustnment shall not decrease the annual increase anount, and is
not to exceed $0.13 per nonth per year of service. The | egislature
reserves the right to amend or repeal this section in the future and no
menber or beneficiary has the contractual right to receive this
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adjustnment to the annual increase anmount not granted prior to that
tinme.

(2) The adjustnent to the annual increase anount as set forth in
section 11, chapter . . . (this act), Laws of 2007 was intended by the
| egi slature as a replacenent benefit for gain-sharing. |[If the repea
of chapter 41.31 RCWis held to be invalid in a final determ nation of
a court of law, and the court orders reinstatenent of gain-sharing or
other alternate benefits as a renmedy, then this adjustnent to the
annual increase amount shall not be included in future annual increase
anounts paid on or after the date of such reinstatenent.

NEW SECTION. Sec. 12. The followng acts or parts of acts are
each repeal ed, effective January 2, 2008:

(1) RCW 41.31.010 (Annual pension increases--Ilncreased by gain-
sharing increase anount) and 1998 c¢ 340 s 1,

(2) RCW 41.31.020 (Gain-sharing increase anount calculated) and
1998 ¢ 340 s 2;

(3) RCW41.31.030 (Contractual right to increase not granted) and
1998 ¢ 340 s 3;

(4) RCW41.31A 010 (Definitions) and 2000 ¢ 247 s 407 & 1998 c 341
s 311,

(5) RCW 41.31A. 020 (Extraordinary investnent gain--Credited to
menber accounts--Persons eligible--Calculation of anount--Contractua
ri ght not granted) and 2003 c 294 s 4, 2000 c 247 s 408, & 1998 c 341
s 312

(6) RCW 41.31A. 030 (Retroactive extraordinary investnment gain--
Credited to nmenber accounts--Persons eligible--Calculation of anount--
Contractual right not granted) and 1998 c¢ 341 s 313; and

(7) RCW 41.31A. 040 (Retroactive extraordinary investnent gain--
Credited to nmenber accounts--Persons eligible--Calculation of anount--
Contractual right not granted) and 2000 c 247 s 4009.

NEW SECTION. Sec. 13. If any part of this act is found to be in
conflict wth a final determnation by the federal internal revenue

service that is a prescribed condition to favorable tax treatnent of
one or nore of the retirenment plans, the conflicting part of this act
is inoperative solely to the extent of the conflict and with respect to
t he individual nenbers directly affected. This finding does not affect
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the operation of the remainder of this act in its application to the
menbers concer ned. The legislature reserves the right to anmend or
repeal this act in the future as may be required to conply with a final
federal determnation that amendnment or repeal is necessary to maintain
the favorable tax treatnment of a plan.

NEW SECTION.  Sec. 14. Any action brought under this act nust be
comenced within three years after the effective date of this section

NEW SECTION. Sec. 15. 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. 16. Sections 1, 3, and 7 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.

~-- END ---
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