PSERS Eligibility

Background

The Public Safety Employees’ Retirement System (PSERS) legislation was
sponsored by the SCPP and was passed into law as Chapter 242, Laws of
2004. It will take effect on July 1, 2006. This plan was established to
acknowledge the law enforcement nature of certain public employee
occupations that do not meet all the statutory criteria for membership in
the Law Enforcement Officers' and Fire Fighters’ retirement system
(LEOFF). This legislation excluded certain occupational titles, particularly
those with supervisory duties and others who may meet the statutory
criteria for membership. Issues were raised by the DRS regarding the
administering of an occupational list - including those not intended and
excluding those who were intended for membership.

Committee Activity

Presentations:
July 19, 2005 - Full Committee
September 27, 2005 - Full Committee
November 15, 2005 - Executive Committee
December 13, 2005 - Full Committee

Proposal:
December 18, 2005 - Full Committee

Recommendation to Legislature

Amend the PSERS statutes to establish a criteria/duty based membership
design while retaining a statutory list of employers. Expand the employer
list to include the Washington State Department of Natural Resources and
Department of Social and Health Services.

Staff Contact

Robert Wm. Baker, Senior Research Analyst
360.786.6144; baker.robert@leg.wa.gov
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PSERS Membership Eligibility
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Members Impacted

Background

Legislation establishing the Public Safety
Employees’ Retirement System (PSERS) excluded
certain occupational titles, particularly those
with supervisory duties and others who may
meet the statutory criteria for membership.

Robert Wm. Baker, Senior Research Analyst
(360) 786-6144

There are an estimated 7,200 PERS 2/3
members with public safety law enforcement
responsibilities currently employed by the
Washington State Department of corrections, the
Washington State Department of Parks and
Recreation, the Washington State Gambling
Commission, the Washington State Patrol, the
Washington State Liquor Control Board, county
corrections departments, and city corrections
departments not covered under first class city
retirement plans chapter 41.28 RCW.

The PSERS legislation was sponsored by the
SCPP and was passed into law as Chapter 242,
Laws of 2004. It will take effect on July 1, 2006.
This plan was established to acknowledge the
law enforcement nature of certain public
employee occupations that do not meet all the
statutory criteria for membership in the Law
Enforcement Officers' and Fire Fighters’
retirement system (LEOFF).
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History

These public safety employees are currently
members of the Public Employees’ Retirement
System (PERS) and eligible to receive normal
retirement after five years of service and
attainment of age 65; in Plan 3, it is ten years of
service and attainment of age 65. A Plan 2
member may receive an actuarially reduced
early retirement after 20 years of service and
attainment of age 55. A member with 30 years
of service and age 55 may receive a benefit
reduced 3 percent per year from age 65.

The PSERS benefit design includes:

- Regular retirement at age 65 with five
years of service.

- Unreduced retirement at age 60 with ten
years of service in PSERS.

- Three percent early retirement reduction
factor (ERF) from age 60 if age 53 with at
least 20 years of service.

- Disability early retirement with an
actuarial equivalent ERF from age 60.

Numerous groups with some law enforcement
authority have sought membership in the
retirement plans for Law Enforcement Officers’
and Fire Fighters’ (LEOFF). A few of these
groups have been successful. Recently,
Emergency Medical Technicians and Fish and
Wildlife enforcement officers have gained
membership in LEOFF 2 as they met all
statutory criteria for membership. Other groups
who have sought membership in LEOFF do not
meet these statutory criteria.

At the December 10, 2001, meeting of the Joint
Committee on Pension Policy (JCPP), the
committee passed a motion to study the issue of
“... providing additional public safety benefits to
certain members of PERS Plans 2 and 3 ....” The
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SCPP Deliberations

JCPP heard presentations and public testimony
on this issue during the June and July 2002
interim hearings. The committee did not
forward a recommendation to the full legislature.

In the 2003 interim, the SCPP formed the PERS
Public Safety subgroup to study the issue and
brought a recommendation to the executive
committee of the SCPP. That recommendation,
the establishment of the Public Safety
Employees’ Retirement System, was endorsed by
the full committee, forwarded to the legislature,
and passed into law as Chapter 242, Laws of
2004.

When deliberating on the question of who should be included in membership in
PSERS, the SCPP deliberated over using an activity-based criteria or using a
statutory list. The committee decided in favor of a statutory list. It was also
decided that an activity criteria would be included in the intent section of the

legislation.

The committee limited membership in PSERS to those jobs in which there were
law enforcement characteristics and duties. Those characteristics, duties, and
qualifications were outlined in RCW 41.37.005 and included:

* A high degree of physical risk to member’s own personal safety;

. Providing public protection of lives and property;

* Authority and power to arrest;

. Conduct criminal investigations;

. Enforce the criminal laws of the state of Washington;

*  Authority to carry a firearm as a part of the job;

. Passage of a civil service examination; and,

*  Completion of the Washington Criminal Justice Training
Commission (CJTC) basic course or equivalent.
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While the above criteria for membership were in the intent section of the
legislation, the statutory list of those eligible for membership in PSERS was
placed in the definition section (RCW 41.37.010). The list includes city
corrections officers, jailers, police support officers, custody officers, and bailiffs;
county corrections officers, jailers, custody officers, and sheriffs corrections
officers; county probation officers, probation counselors, and court services
officers; state correctional officers, correctional sergeants, and community
corrections officers; liquor enforcement officers; park rangers; commercial
vehicle enforcement officers; and gambling special agents.

At the time of passage, it was acknowledged that the legislation probably
excluded certain occupational titles, particularly those with supervisory duties,
and others who may qualify for membership based on the activity criteria.
Because of the delayed effective date, it was felt that there was time for those
who wanted to be included in PSERS membership to contact the committee or
their legislators for consideration.

Policy

In order for a public employee to be a law enforcement member of LEOFF they
must:

. Be employed by a general authority law enforcement agency;

. Be employed on a full-time fully compensated basis to enforce
the criminal laws of the state of Washington;

. Pass a civil service examination;

. Meet specific medical and health standards; and,

. Complete CJTC basic training.

While PSERS eligible employees meet some of these standards, they do not
meet all of the standards. The SCPP has limited membership in PSERS to
public employees who engage in law enforcement activities, are not eligible to
be LEOFF members, but who most closely meet the traditional definition of
“public safety.”

Policy Questions

Does the Committee want to maintain the law enforcement related activity
criteria for membership in PSERS?
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If the Committee wants to expand membership, on what criteria or measure
should that membership be based? Should it include supervisory positions?

Does the committee want to consider changing the membership provision from
a statutory list to a criteria base? (Job titles may be easier to change
administratively than actual job duties.)

Are there other provisions in PSERS the Committee wants to change?

Executive Committee Action

At the June 21, 2005, meeting, the Executive Committee of the SCPP
recommended that this issue be heard by the full committee in July.

At the July 19, 2005, meeting, the Executive Committee of the SCPP
recommended that a bill be drafted incorporating a criteria/duty based
membership design while retaining a statutory list of employers.

At the November 15, 2005, meeting, the Executive Committee of the SCPP
recommended both a bill draft, and an amendment to include the Department
of Social and Health Services to the list of employers, be forwarded to the full
committee for public hearing and possible executive session in December. The
amendment would need to be adopted by the full committee before it could
modify the existing bill draft.

Committee Recommendation

At the December 13, 2005, meeting the full committee, during executive
session, recommended the bill incorporating a criteria/duty based membership
design while retaining a statutory list of employers be forwarded to the
legislature for consideration. The employer list would include the Department
of Natural Resources and the Department of Social and Health Services.

Bill Draft

Attached

Fiscal Note (Draft)

Attached
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Stakeholder Input

Charles Jones, Correctional Captain, Washington State Department of
Corrections (see Attachment).

Lynn Maier, Governmental Relations Director, Washington Public Employees
Association, UFCW Local 365 (see Attachment).

Dennis Trettel, Master Investigator, Snohomish County Medical Examiner's
Office (see Attachment).

Bev Hermanson, Washington Federation of State Employees, AFSCME, AFL-
CIO (see Attachment).
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AN ACT Relating to general provisions in the public safety
enpl oyees' retirenent system anending RCW 41.37.005, 41.37.010,
41.04. 270, 41.04.278, and 41.04. 393; and decl aring an energency.

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

Sec. 1. RCW 41. 37.005 and 2004 ¢ 242 s 1 are each anended to read
as foll ows:

It is the intent of the legislature to establish a separate public
safety enployees' retirenent system for ((t+hese)) certain public
enpl oyees whose jobs contain a high degree of physical risk to their
own personal safety and who ((enrgage—+n—duttes—contatned—i+nA—this

o I Lt . I w I  obs_ i nelud L ding)) provide
public protection of lives and property, ((the—authoertty—and power—teo

’ I . el . . | : . I rinal
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ob—elass—+nROW41L-37-016{5))) but who are not eligible for nenbership

in the |l aw enforcenent officers' and fire fighters' retirenent system

Sec. 2. RCW41.37.010 and 2005 ¢ 327 s 4 are each anended to read
as follows:

The definitions in this section apply throughout this chapter,
unl ess the context clearly requires otherw se.

(1) "Retirenent systemi neans the Washington public safety
enpl oyees' retirenent system provided for in this chapter.

(2) "Departnent" neans the departnent of retirenment systens created
in chapter 41.50 RCW

(3) "State treasurer” neans the treasurer of the state of
Washi ngt on.

(4) "Enployer" means the Washington state departnent of natura
resources, the Washington state departnment of social and health
services the Washington state departnent of corrections, the
Washi ngton state parks and recreation comm ssion, the Washi ngton state
ganbling comm ssion, the Washington state patrol, and the Washi ngton
state i quor control board((+)); any county corrections
departnment((ss) ), _any city corrections departnent((s)) not covered
under chapter 41.28 RCW (7)), or other enployers enploying statew de
el ective officials.

(5) "Menber" neans any enpl oyee enpl oyed by an enpl oyer on a full-
ti me( (—fuly—conpensated)) basis ((w-thinthe followngjobclassesin
effect as of January 1, 2004:.  City corrections officers, jailers,

agents)) .
(a) Who is in a position that requires conpletion of a certified

crimnal justice training course and is authorized by their enployer to
arrest, conduct crimnal investigations, enforce the crimnal | aws of
the state of Washington, and carry a firearmas part of the job;

Code Rev/LL: seg 2 Z-0835.7/06 7th draft
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(b) Whose primary responsibility is to ensure the custody and
security of incarcerated individuals as a corrections officer or
jailer;

(c) Wiois alimted authority Washi ngton peace officer, as defined

in RCW10.93.020, for an enployer; or

(d) Whose primary responsibility is to supervise nmenbers eligible
under this subsection.

(6)(a) "Conpensation earnable" for nmenbers, neans sal aries or wages
earned by a nenber during a payroll period for personal services,
including overtine paynents, and shall include wages and salaries
deferred under provisions established pursuant to sections 403(b),
414(h), and 457 of the United States internal revenue code, but shal
excl ude nonnoney nmaintenance conpensation and lunp sum or other
paynents for deferred annual sick | eave, unused accunul ated vacati on,
unused accunul ated annual |eave, or any form of severance pay.

(b) "Conpensation earnable" for nenbers also includes the follow ng
actual or inputed paynents, which are not paid for personal services:

(1) Retroactive paynents to an individual by an enployer on
reinstatenent of the enployee in a position, or paynents by an enpl oyer
to an individual in lieu of reinstatenent, which are awarded or granted
as the equivalent of the salary or wage which the individual would have
earned during a payroll period shall be considered conpensation
earnable to the extent provided in this subsection, and the individual
shal | receive the equivalent service credit;

(i1) I'n any year in which a nmenber serves in the |egislature, the
menber shall have the option of having such nenber's conpensation
earnabl e be the greater of:

(A) The conpensation earnable the nenber would have received had
such nenber not served in the |legislature; or

(B) Such nenber's actual conpensation earnable received for
nonl egi sl ati ve public enpl oynent and | egislative service conbi ned. Any
additional contributions to the retirenent system required because
conpensati on earnable under (b)(ii)(A) of this subsection is greater
t han conpensation earnable under (b)(ii)(B) of this subsection shall be
paid by the nenber for both nenber and enpl oyer contributions;

(iii) Assault pay only as authorized by RCW 27.04.100, 72.01. 045,
and 72.09. 240;

Code Rev/LL: seg 3 Z-0835.7/06 7th draft
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(1v) Compensation that a nenber would have received but for a
disability occurring in the line of duty only as authorized by RCW
41. 37. 070;

(v) Conpensation that a nenber receives due to participation in the
| eave sharing program only as authorized by RCW 41.04.650 through
41.04.670; and

(vi) Conpensation that a nenber receives for being in standby
st at us. For the purposes of this section, a nenber is in standby
status when not being paid for tine actually worked and the enpl oyer
requires the nenber to be prepared to report imediately for work, if
the need arises, although the need nay not ari se.

(7) "Service" neans periods of enploynment by a nenber on or after
July 1, 2006, for one or nore enployers for which conpensation earnable
is paid. Conpensation earnable earned for ninety or nore hours in any
cal endar nonth shall constitute one service credit nonth. Conpensation
earnabl e earned for at |east seventy hours but |ess than ninety hours
in any cal endar nonth shall constitute one-half service credit nonth of
service. Conpensation earnable earned for | ess than seventy hours in
any cal endar nonth shall constitute one-quarter service credit nonth of
service. Tinme spent in standby status, whether conpensated or not, is
not service.

Any fraction of a year of service shall be taken into account in
the conputation of such retirenment allowance or benefits.

(a) Service in any state elective position shall be deened to be
full -time service.

(b) A nmenber shall receive a total of not nore than twel ve service
credit nonths of service for such calendar year. |If an individual is
enployed in an eligible position by one or nore enployers the
i ndi vi dual shall receive no nore than one service credit nonth during
any cal endar nonth in which nmultiple service for ninety or nore hours
i s rendered.

(8 "Service credit year" neans an accunulation of nonths of
service credit which is equal to one when divided by twelve.

(9) "Service credit nmonth" neans a nonth or an accumul ation of
nmont hs of service credit which is equal to one.

(10) "Menbership service" neans all service rendered as a nenber.

(11) "Beneficiary" mnmeans any person in receipt of a retirenent
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al l omance or other benefit provided by this chapter resulting from
service rendered to an enpl oyer by anot her person.

(12) "Regular interest” nmeans such rate as the director may
det erm ne

(13) "Accunul ated contributions" neans the sumof all contributions
standing to the credit of a nmenber in the nenber's individual account,
i ncluding any anmount paid under RCW 41.50.165(2), together with the
regul ar interest thereon.

(14) "Average final conpensation” neans the nenber's average
conpensation earnable of the highest consecutive sixty nonths of
service credit nonths prior to such nenber's retirenent, term nation,
or death. Periods constituting authorized |eaves of absence may not be
used in the calculation of average final conpensation except under RCW
41. 37. 290.

(15) "Final conpensation" neans the annual rate of conpensation
earnable by a nenber at the tine of term nation of enploynent.

(16) "Annuity" means paynents for |ife derived from accumul ated
contributions of a nenber. All annuities shall be paid in nonthly
i nstall nents.

(17) "Pension" neans paynents for life derived fromcontributions
made by the enployer. Al pensions shall be paid in nonthly
i nstall nents.

(18) "Retirenment allowance" neans nonthly paynents to a retiree or
beneficiary as provided in this chapter.

(19) "Enployee" or "enployed" neans a person who is providing
services for conpensation to an enployer, unless the person is free
fromthe enployer's direction and control over the performance of work.
The departnment shall adopt rules and interpret this subsection
consistent wth conmon | aw.

(20) "Actuarial equivalent" neans a benefit of equal value when
conputed upon the basis of such nortality and other tables as nmay be
adopt ed by the director.

(21) "Retirenent" neans wthdrawal from active service with a
retirement allowance as provided by this chapter.

(22) "Eligible position" neans any permanent, full-time, fully
conpensated position included in subsection (5) of this section.

(23) "lIneligible position" mneans any position which does not
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conform with the requirenents set forth in subsection (22) of this
section.

(24) "Leave of absence" neans the period of tinme a nenber is
aut horized by the enployer to be absent from service wthout being
separated from nmenbershi p.

(25) "Retiree" neans any person who has begun accruing a retirenent
al l omance or other benefit provided by this chapter resulting from
service rendered to an enployer while a nenber.

(26) "Director"” neans the director of the departnent.

(27) "State elective position" nmeans any position held by any
person el ected or appointed to statewide office or elected or appointed
as a nenber of the |egislature.

(28) "State actuary" or "actuary" neans the person appointed
pursuant to RCW 44. 44.010(2).

(29) "Plan" nmeans the Washington public safety enployees’
retirement system plan 2.

(30) "Index" neans, for any calendar year, that year's annual
average consuner price index, Seattle, Washington area, for urban wage
earners and clerical workers, all itens, conpiled by the bureau of
| abor statistics, United States departnent of | abor.

(31) "Index A" neans the index for the year prior to the

determ nation of a postretirenent adjustnent.
(32) "Index B" neans the index for the year prior to index A
(33) "Adjustnent ratio" neans the value of index A divided by index

(34) "Separation fromservice" occurs when a person has term nated
all enploynent with an enpl oyer.

Sec. 3. RCW41.04.270 and 2005 ¢ 327 s 1 are each anended to read
as follows:

(1) Except as provided in chapter 2.10, 2.12, 41.26, 41.28, 41.32,
41.35, 41.37, 41.40, or 43.43 RCW on and after March 19, 1976, any
menber or former nmenber who (a) receives a retirenent all owance earned
by ((satd)) the fornmer nenber as deferred conpensation fromany public
retirement system authorized by the general laws of this state, or (b)
is eligible to receive a retirenent allowance from any public
retirement systemlisted in RCW41.50. 030, but chooses not to apply, or
(c) is the beneficiary of a disability allowance from any public
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retirement system listed in RCW 41.50.030 shall be estopped from
becom ng a nmenber of or accruing any contractual rights whatsoever in
any other public retirenent systemlisted in RCW41.50.030: PROVI DED,
That (a) and (b) of this subsection shall not apply to persons who have
accunul ated |l ess than fifteen years service credit in any such system

(2) Nothing in this section is intended to apply to any retirenent
system except those listed in RCW 41.50.030 and the city enployee
retirenent systens for Seattle, Tacoma, and Spokane. Subsection (1)(b)
of this section does not apply to a dual nenber as defined in RCW
41. 54. 010.

Sec. 4. RCW41.04.278 and 2003 ¢ 295 s 2 are each anended to read
as follows:

(1) The select commttee on pension policy may formthree function-
specific subcommttees, as set forth under subsection (2) of this
section, from the nenbers under RCW 41.04.276(1) (a) through (e), as
fol | ows:

(a) A public safety subcommttee with one nmenber from each group
under RCW 41.04.276(1) (a) through (e);

(b) An education subconmttee with one nenber from each group under
RCW 41. 04. 276(1) (a) through (e); and

(c) A state and local governnent subconmttee, with one retiree
menber under RCW 41.04.276(1)(d) and two nenbers from each group under
RCW 41. 04. 276(1) (a) through (c) and (e).

The retiree nenbers nay serve on nore than one subcommittee to
ensure representation on each subconm ttee.

(2)(a) The public safety subcommttee shall focus on pension issues
affecting public safety enployees who are nenbers of the [|aw
enforcenent officers' and fire fighters', public safety enpl oyees', and
Washi ngton state patrol retirenent systens.

(b) The education subcommttee shall focus on pension issues
affecting educational enployees who are nenbers of the public
enpl oyees', teachers', and school enployees' retirenment systens.

(c) The state and |ocal governnent subcommttee shall focus on
pension issues affecting state and | ocal governnent enpl oyees who are
menbers of the public enployees' retirenent system

Code Rev/LL: seg 7 Z-0835.7/06 7th draft
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Sec. 5. RCWA41.04.393 and 2003 ¢ 32 s 1 are each anmended to read
as follows:

Retirement benefits paid under chapter 41.26, 41.37, 41.40, or
43.43 RCW to beneficiaries of public safety officers who die in the
line of duty shall be paid in accordance with Title 26 U S. C. Sec
101(h) as anended by the Fallen Hero Survivor Benefit Fairness Act of
2001.

NEW SECTION. Sec. 6. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---

Code Rev/LL: seg 8 Z-0835.7/06 7th draft



DRAFT FISCAL NOTE

REQUEST NO.
RESPONDING AGENCY. CODE: DATE. BILL NUMBER:
Office of the State Actuary 035 12/21/05 Z-0835.7 / Z-0886.4

SUMMARY OF BILL:

This bill impacts the Public Safety Employees' Retirement System (PSERS) by amending the definition of
employer to include the Washington State Department of Natural Resources and the Washington State
Department of Social and Health Services. The member definition is also amended to replace the statutory
list of job titles with job duties and activities to form a criteria basis for membership.

Though job titles are no longer listed, it is expected that the new language would allow for the inclusion of
10 Natural Resource Investigators and 330 Juvenile Rehabilitation Security Officers and supervisors into
membership.

Effective Date: Immediately upon signing.

CURRENT SITUATION:

Currently PSERS eligible employers and members are based on statutory lists. The Department of Natural
Resources and the Department of Social and Health Services are not among the eligible employers.
Natural Resource Investigators and Juvenile Security Officers are not among the eligible members.
MEMBERS IMPACTED:

We used our fiscal note in 2004 for HB 2537 (Chapter 242, Laws of 2004) as the basis for this analysis.
This bill

We estimate that 340 members out of the total 132,448 members in PERS Plans 2/3 would be affected by
this bill.
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Fiscal note detail for Chapter 242, Laws of 2004

We had previously estimated that approximately 7,200 members out of the total 132,448 members in PERS
plans 2/3 would be eligible to transfer. However, since the enhanced PSERS retirement and disability
benefit require at least 10 years of service credit, we estimate that 1,200 members would opt not to transfer
from PERS to PSERS. This reduced the estimated initial PSERS population to about 6,000.

Demographic information for the group of PERS Plan 2/3 employees that will likely transfer to PSERS is
summarized in the following tables:

Estimated Initial PSERS Population - 2004 Fiscal Note

Local

Estimated GF-S Government  Average Annual
Job Class Count* Percentage = Percentage Salary
State Park Rangers 170 100% 0% $39,800
Gambling Commission
Enforcement Officers 70 0% 0% $48,500
Liquor Enforcement Officers 55 17% 0% $44,500
Commercial Vehicle
Enforcement Officers 50 6% 0% $45,200
State Correction Officers 2,800 100% 0% $38,400
State Community Correction
Officers 585 100% 0% $41,300
County Correction Officers 1,765 0% 100% $35,100
City Correction Officers** 130 0% 100% $34,700
Local Community Correction
Officers 340 0% 100% $41,300
Total 5,965 60% 36% $38,100

* Estimated counts increased by a 5% load due to uncertainty in the data and to reflect general conservatism
** Does not include employees covered under the first-class cities retirement system which are ineligible for membership

Estimated Additional PSERS Population - This Bill

Local
Estimated GF-S Government  Average Annual

Job Class Count Percentage = Percentage Salary
Department of Natural

Resources (DNR) Investigators 10 100% 0% $43,183
Department of Social and Health

Services (DSHS) 330 100% 0% $31,816
Total 340 100% 0% $32,150
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The average PERS Plan 2/3 member that would likely transfer to PSERS is age 38 with about 7 years of
service credit in PERS (as of September 30, 2002).

We estimate that for a typical member impacted by this bill, the increase in benefits would be the option to
retire at the following earlier ages:

1. Atage 53 or later, with a retirement allowance reduced by 3% per year for each year the member
retires prior to age 60 (utilizing portability with PERS for eligibility purposes); or
2. Atage 60, with an unreduced retirement allowance after 10 years of PSERS service credit

ASSUMPTIONS:
This bill

We assumed that the 340 members eligible under this bill have similar demographics and future retirement
behavior as the 7,200 members eligible under the current law.

Fiscal note detail for Chapter 242, Laws of 2004

We have assumed that existing PERS Plan 2/3 members who could not benefit from the enhanced benefit
provisions in PSERS, due to the 10-year service requirement in PSERS, will opt not to transfer to PSERS.
Approximately 17% of the state correction officers in PERS Plans 2/3 fall into this category. We have
applied a similar percentage (20%) to the local government job classes where individual PERS member
data is unavailable at this time.

We have assumed the following rates of retirement due to the enhanced retirement benefit provisions
under this proposed retirement plan. Members with past service in PERS are assumed to retire at rates
between the PERS rates and the Public Safety rates (weighted by service in each system).

Public Safety Retirement Rates

Age Male Female
53 3% 3%
54 3% 3%
55 3% 3%
56 8% 8%
57 8% 8%
58 15% 11%
59 16% 12%
60 30% 36%
61 26% 26%
62 36% 36%
63 50% 50%
64 89% 89%
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Public Safety Retirement Rates

Age Male Female
65 46% 31%
66 30% 30%
67 22% 26%
68 22% 26%
69 26% 22%

70 100% 100%

In determining the fiscal budget determinations, we have applied the GF-S and local government
percentages contained in the Members Impacted section. We have also increased the average annual
salary for state agency job classes by a 10% load due to uncertainty in the data and to reflect general
conservatism. We used the high average salary from the Washington City and County 2003 Salary and
Benefit Survey for the local government job classes where individual member data was unavailable.

FISCAL IMPACT:

Description:

This bill will transfer prospective service credit in PERS to the proposed PSERS Plan 2 for members that
elect to transfer. As a result, the present value of future benefits for existing members impacted by this bill
will decrease in PERS and increase in PSERS (see table under Actuarial Determinations).

Actuarial Determinations:

The bill will impact the actuarial funding of the system by increasing the present value of benefits payable
under the System and the required actuarial contribution rate as shown below:

(Dollars in Millions) Current  Increase Total
Actuarial Present Value of Projected Benefits
(The Value of the Total Commitment to all Current PERS 2/3 $12,789 ($14) $12,775
Members) PSERS 2 $385 $18 $403
Total $13,174 $4 $13,178
Unfunded Actuarial Accrued Liability
(The Portion of the Plan 1 Liability that is Amortized at PERS 2/3 n/a n/a n/a
2024) PSERS 2 nla nla nla
Total n/a n/a n/a
Unfunded Liability (PBO)
(The Value of the Total Commitment to all Current PERS 2/3 ($3’924) $0 ($3,924)
Members Attributable to Past Service) PSERS 2 $0 $0 $0
Total ($3,924) $0  ($3,924)
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This bill

The additional cost for members eligible under this bill is insufficient to impact the contribution rates provided
in the 2004 fiscal note.

Fiscal note detail for Chapter 242, Laws of 2004

Projected PERS contribution rates will decrease as a result of this proposal. The Aggregate Cost (AC)
method in PERS Plans 2/3 results in the funding of some benefits before they are accrued (future benefits).
The amount of this “prefunding” depends on the length of one’s working career and the magnitude of past
investment gains or losses relative to the long-term investment return assumption. Past investment gains
and the “prefunding” of future benefits under the AC method, on an actuarial value basis, will not transfer
from PERS to PSERS for the members that elect to transfer. This will serve to temporarily reduce projected
PERS contribution rates after the transfer as reflected below.

The initial PSERS contribution rate will exceed the projected PERS rate by about 3% and trend down to
about 1% in 2009 and thereafter. PERS contribution rates are projected to increase over the next several
biennia due to recent asset losses. The projected PSERS contribution rate, on the other hand, remains
relatively stable since the plan starts without any assets (and without any past investment gains or losses
that are not yet recognized in the actuarial value of assets). As a result, it may require several biennia
before the expected long-term biennial cost of this proposal will surface.

2004 Fiscal Note
PERS PSERS PSERS Increase
Increase Increase Total from this bill

2006-2007
Employee (Plan 2) 0.00% 3.24% 6.57% 0.00%
Employer 0.00% 3.24% 8.23%* 0.00%
2007-2009
Employee (Plan 2) 0.00% 2.17% 6.45% 0.00%
Employer 0.00% 2.17% 8.72% 0.00%
2009-2011
Employee (Plan 2) (0.04)% 1.33% 6.23% 0.00%
Employer (0.04)% 1.33% 9.04% 0.00%
Long-Term Rates
Employee (Plan 2) 0.00% 0.80% 5.30% 0.00%
Employer 0.00% 0.80% 5.30%** 0.00%

* The employer is projected to contribute 6.57% to PSERS; the
remainder is an estimate of the PERS 1 UAAL rate.
**Assumes that the PERS 1 UAAL has been completely amortized.
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Fiscal Budget Determinations:

As a result of the expanded PSERS membership under this bill, the increase in funding expenditures for
DNR and DSHS combined is projected to be:

Costs (in Millions): PERS  PSERS* Total
2006-2007
State:
General Fund $0.0 $0.5 $0.5
Non-General Fund $0.0 $0.0 $0.0
Total State $0.0 $0.5 $0.5
Local Government $0.0 $0.0 $0.0
Total Employer $0.0 $05 $0.5
2007-2009
State:
General Fund $0.0 $0.8 $0.8
Non-General Fund $0.0 $0.0 $0.0
Total State $0.0 $0.8 $0.8
Local Government $0.0 $0.0 $0.0
Total Employer $0.0 $0.8 $0.8
2006-2031
State:
General Fund ($2.8) $9.9 $7.1
Non-General Fund $0.0 $0.0 $0.0
Total State ($2.8) $9.9 $7.1
Local Government $0.0 $0.0 $0.0
Total Employer ($2.8) $9.9 $7.1

*Represents the increase in funding expenditures for the members that are
assumed to transfer from PERS to PSERS (not the total cost of PSERS).

State Actuary’s Comments:
We have estimated that the addition of DNR and DSHS as eligible PSERS employers will add approximately

340 members to the initial PSERS population. The actual cost will be borne by the actual membership and
will vary from what is assumed in this fiscal note.
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STATEMENT OF DATA AND ASSUMPTIONS USED IN PREPARING THIS FISCAL NOTE:

The costs presented in this fiscal note are based on our understanding of the bill as well as generally
accepted actuarial standards of practice including the following:

1.

Costs were developed using the same membership data, methods, assets and assumptions as those
used in preparing the September 30, 2002 actuarial valuation report of the Public Employees Retirement
System.

We also relied upon demographic data compiled in the Washington City and County Employee 2003
Salary and Benefit survey for the development of costs for the local government job classes where
individual PERS member data is unavailable at this time.

We used available 2005 data for DNR and DSHS.

As with the costs developed in the actuarial valuation, the emerging costs of the System will vary from
those presented in the valuation report or this fiscal note to the extent that actual experience differs from
that projected by the actuarial assumptions.

Additional assumptions used to evaluate the cost impact of the bill which were not used or disclosed in
the actuarial valuation report include the following:

We relied upon comparable state agency data as an estimate for local government job classes where
individual member data was unavailable.

The analysis of this hill does not consider any other proposed changes to the system. The combined
effect of several changes to the system could exceed the sum of each proposed change considered
individually.

This draft fiscal note is intended for use only during the 2006 Legislative Session.

The funding method used for Plan 1 utilizes the Plan 2/3 employer/state rate as the Normal Cost and
amortizes the remaining liability (UAAL) by the year 2024. Benefit increases to Plan 2/3 will change the
UAAL in Plan 1. The cost of benefit increases to Plan 1 increases the UAAL.

Plan 2/3 utilizes the Aggregate Funding Method. The cost of Plan 2/3 is spread over the average
working lifetime of the current active Plan 2/3 members.

Entry age normal cost rate increases are used to determine the increase in funding expenditures for
future new entrants. Aggregate rate increases are used to calculate the increase in funding
expenditures for current plan members.

GLOSSARY OF ACTUARIAL TERMS:

Actuarial accrued liability: Computed differently under different funding methods, the actuarial accrued
liability generally represents the portion of the present value of fully projected benefits attributable to service
credit that has been earned (or accrued) as of the valuation date.
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Actuarial Present Value: The value of an amount or series of amounts payable or receivable at various
times, determined as of a given date by the application of a particular set of Actuarial Assumptions (i.e.
interest rate, rate of salary increases, mortality, etc.)

Aggregate Funding Method: The Aggregate Funding Method is a standard actuarial funding method. The
annual cost of benefits under the Aggregate Method is equal to the normal cost. The method does not
produce an unfunded liability. The normal cost is determined for the entire group rather than an individual
basis.

Entry Age Normal Cost Method (EANC): The EANC method is a standard actuarial funding method. The
annual cost of benefits under EANC is comprised of two components:

« Normal cost; plus
«  Amortization of the unfunded liability

The normal cost is determined on an individual basis, from a member’s age at plan entry, and is designed
to be a level percentage of pay throughout a member’s career.

Normal Cost: Computed differently under different funding methods, the normal cost generally represents
the portion of the cost of projected benefits allocated to the current plan year.

Pension Benefit Obligation (PBO): The portion of the Actuarial Present Value of future benefits
attributable to service credit that has been earned to date (past service).

Projected Benefits: Pension benefit amounts which are expected to be paid in the future taking into
account such items as the effect of advancement in age as well as past and anticipated future compensation
and service credits.

Unfunded Liability (Unfunded PBO): The excess, if any, of the Pension Benefit Obligation over the
Valuation Assets. This is the portion of all benefits earned to date that are not covered by plan assets.

Unfunded Actuarial Accrued Liability (UAAL): The excess, if any, of the actuarial accrued liability over

the actuarial value of assets. In other words, the present value of benefits earned to date that are not
covered by plan assets.

8 0O:\Reports\interim Issues\2005\Issues\10.PSERS Draft Fiscal Note.wpd



 Baker, Bob . _

From: Baker, Bob :
.. Sent: ' Wednesday, May 26, 2004 2:20 PM
| pe Fraser, Sen. Karen
v ,.iz: Smith, Matt
Subject: FW: Pension Plans
Senator Fraser,

| contacted Mr. Charles Jones. He is a Correctional Captain employed by the Department of Corrections. He was
concemed that Comectional Lieutenants and Captains were being excluded from the new Public Safety plan. | informed
him that one of the reasons for the extended effective date of the PSERS plan was the recognition that some deserving
occupational tities may have been missed and that the legislature would have time to amend the plan if necessary. He
was also concerned about the 10 year vesting provision as he may be too old to make membership worth his while. |
advised him to draft a letter to the Select Committee on Pension Policy stating his issues and that the State Actuary’s
Office would inform the committee of his concerns.

Bob Baker

~-—Original Message-—-

From: Smith, Matt

Sent: Tuesday, May 25, 2004 12:48 PM
To: Baker, Bob

Cc: Burkhart, Kelly

Subject: FW: Pension Plans

.Bob, can you help with this? Kelly, please green sheet. Thanks.
., —==Original Message-—
,_) om: Fitzsimmons, Brenda

Sent: Tuesday, May 25, 2004 12:43 PM

To: Smith, Matt
Subject: FW: Pension Plans

Matt:
Could you please have someone on your staff contact Mr. Jones for Senator Fraser. Thanks

Brenda
~—-Original Message-—
From: chazzjones99@comcast.net [mailto:chazzjones99@comcast.net]
Sent: Thursday, May 13, 2004 4:05 PM
To: Fraser, Sen. Karen
Subject: Pension Plans
SENATE INTERNET E-MAIL DELIVERY SERVICE
TO: Senator Karen Fraser '
FROM:
Mr. Charles Jones
2847 Firland st. SW
Tumwater, WA 98512
' _MAIL: chazzjonesQQ@comcast;net
PHONE: 360-570-0837

SUBJECT: Pension Plans



» MESSAGE:
How do changes to the current state pension plan occur, If | am excluded from a new pension plan coming into effect in
2006. How can | effect changes. Do | need to take legal action or is there some other avenue or course of action | can
take. Any information or direction would be greatly appreciated.
OTE: Mr. Jones_has requested a response to this message.

NOTE: We are 99% sure that this constituent is in your district
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WPEA

Washington Public Employees Association, UFCW Local 365

OLYMPMA HEADQUARTERS EASTERN NREGIONAL OFFICE NORTHWEST REGIONAL OFFICE
140 Percival Streat NW N. 5407 Division Strect, Suite 514 18620 Aurora Avenue N,, Suite 208
P.O, Box 7159, Olympls, WA 98507 Spokane, WA 99207 Sheraline, WA 98133
{360} 983-1121 1-800-F44-WPEA {309%) 483-0383 1-977-736-WPEA {206) 542-2690 1-877-901-WPEA
Fax: {260} 267-7627  wpeadwpaa.org Faxs (509) 483.0264 wptaeRStWpa,01q ax; (206) 542-1728 nit®wpea.org
July 7, 2005
TO: Bob Baker

Office of the State Actuary

FROM: Lynn Maier
Governmental Relations Director

RE: WPEA iInterest in Additional PSERS Inclusions

As we discussed earlier today, | have compiled the accomparnying summary of job duties and
qualifications for WPEA members working as DNR Natural Resource Investigators, Forest Crew
Supervisors and WSP Deputy State Fire Marshals. As conveyed in my memo sent previously to
SCPP members and State Actuary staff, WPEA would appreciate SCPP consideration of these
classes for Inclusion in PSERS this interim.

Thank you for your assistance in this matter. | look forward to working with you on this issue
and others before the SCPP throughout the balance of the interim.

PSERS Membership Requirements and
WPEA Member Job Class Dutjes/Qualifications

Intent Language RCW 41.37.005 — Public Safety Employees Retirement System

PSERS members’ job must contain a high degree of physical risk to their own persons.

Duties Involved:
o providing public protection of lives & property

= the authority & power to arrest & conduct investigations
« enforcing the criminal laws of the state
¢ authority to carry a flrearm as part of the job

Qualification/traipi
« Passage of a clvil service examination & completion of the WA Criminal Justice Training
Commission (CJTC) basic course or an equivalent.

WWW WPEA.ORG
o
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DNR Natural Resource Investigators  Total statf=9
Duties:

Provide protection to DNR lands, employees and the public
Conduct complex ¢riminal & clvil investigations
Power to arrest, detaln and initiate prosecution of violators
Determine origin and cause of forest and other fires
Conduct follow-up investigations for the Attorney General & County Prosecutor
Quallfications:
» Passage of a civil service examination & completion of the CJTC and advanced level fire
investigations training or equivalent

DNR Forest Crew Supervisors Total staff =50
Dutjes:

« Direct a crew of 5-10 or more Individuals (inmates and/or Washington Conservation
Corps Crews or seasonal workers) performing naiural resource management activities,
such as fighting grass, brush and forest fires, maintaining tralls, roads and
campgrounds, establishing and maintaining firebreaks, frails, planting trees and
conducting pre-commercial forest thinning, tree planting, vegetation management and

_ rehabilitating streams.
Qualifications:

e Experience as a DNR Forest Worker or forest fire fighter and/or experience as a
supervisor of a ¢rew performing outdoor physical labor and/or an A.A. degree in natural
resource technology
Ability to work on uneven terrain in extreme weather conditions for extended periods of
time and successfully pass an annual work capacity test at the arduous level
Valid driver'’s licanse without major restrictions
Incumbents may be raquired to obtain specialized license regarding public pesticide
application and intermediate or combination endorsements to driver’s license

Passage of a civil service exam

Deputy State Fire Marshal Total staff=19
Duties:

¢ Developsfimplements statewide fire programs addressing fire training, life safety
inspections and fire investigations

» Works in cooperation with state, federal and local officials in public education, standards
and accreditation and emergency mobilization of statewide structure fire resources

¢ Supports and strengthens grass roots efforts to prevent fire and emergency incidents
and to control risk to Jife, property and community vitality that may result from destructive

fire and emergency incidents.
Qualifications:

» Experience as a fire or police officer, codes enforcement officer, insurance industry
inspector or investigator or emergency management coordinator

¢ College-level training in fire protection, police science, law enforcement or allied fleld
Uniform Fire Code and Life Safety Code Certification must be obtained with 1™ six
months; Fire Instructor 1, Fire Investigator 1 and Fire Safety Evaluation System
Certification must be obtained with 1* year of employment.

« Experience performing fire and life safety inspections and surveys of residential and
heaith care facilties and/or transient accommodations, day care and group home
facllities

o Passage of a clvil service exam



RECEIVED

Date: August 26, 2005 SEP 1 2 2005
Office of
To: Representative Bill Fromhold The State Actuary
239 JL.OB
PO Box 40600

Olympia, WA 98504-0600

A4

Snohomish County
Medical Examiner’s Office

From: Dennis Trettel
5300 Glenwood Ave. unit A-1
Everett, WA 98203

RE: Public Safety Employees’ Retirement System ’
Dennis Trettel, D-ABMDI (425) 438-6200

Master Investigator FAX (425) 438-6222
9509 29th Ave., West
D.TRETIEL@co.snohomish.wa.us Everett, WA 98204

Representative Fromhold,

I am writing to you to request assistance for my job to be considered to be added to the
Public Safety Employees’ Retirement System. I work for Snohomish County as a Death
Investigator for the Medical Examiners Office.

To keep things simple and short, my position as a Death Investigator is similar to any
Police Detective with the exception of carrying a weapon and having a Law Enforcement
Commission. As a Death Investigator, I do have Subpoena Authority and I take Custody
of the Decedent. I interview (witnesses) and conduct scene investigations again like
Police Detectives and provide police support. We (as death investigators) provide a
service to the community 24/7 (and Holidays) and are required to staff our department as
SO.

I have included a CD-ROM disc (power point presentation) that gives the basics of what
we do at the Medical Examiners Office.

What I am requesting, is that the job description of Medical Examiner/Coroner (and
Investigators) be considered for admission to the PSERS. The Medical Examiner/Coroner
is a large part of Public Safety with regards to the service we provide to the community,
which is no different from the service people that have been allowed to join the PSERS.

I, again request any help you may be able to give to us (Medical Examiners/Coroners and
Investigators), this is a hard enough job as it is and it would be good to know our service
to the community would be recognized and appreciated.

I am available (and look forward) to explain our position further.

Thank you,

Dennis Trettel /
%—»///



STATE HEADQUARTERS
1212 JEFFERSON ST. S.E., SUITE 300 « OLYMPIA, WA 98501
PHONE 360-352-7603 * FAX 360-352-7608

September 27, 2005

TO: Select Committee on Pensign Poljcy

FROM: Bev Hermanson, Lobb

RE: PSERS Eligibility for Juvenile Rehabilitation Administration (JRA) Corrections
Employees

Our members who work at the Institutions for Juvenile Offenders, in community group homes and in juvenile
parole are faced with ever increasing danger in supervising the juvenile offender population. The juvenile
institutions are no longer home to hubcap stealers and kids who continually skip school or are truant. The
youthful offenders in our institutions today are murderers, rapists, armed robbers — in short some of the most
dangerous people in this state. The only difference between the clients handled by state corrections staff and

. JRA staff is their age. The job of JRA staff is to rehabilitate them, but also to keep them locked up and out of
your neighborhoods for the duration of their sentences.

We are entering a time when many of these juveniles are third generation drug abusers, starting with their
grandparents, their parents, and now passed on to them. This causes a whole cadre of mental health disorders
that were never thought of a few years ago. JRA staff must know how to deal with these disorders. The JRA
staff is called upon to be protectors, counselors, trainers, and yes, jailors.

One of the most difficult problems for JRA is getting people trained and then keeping them on the job so that
they gain the experience they need to be effective with juvenile offenders. The pay is low and often staff will
work long enough to get trained and then move into the ranks of social work. This is not because social work is
less stressful or the pay better, but because they don’t have evening and weekend shifts and can spend more
time with their own family. Allowing staff to be a part of the PSERS retirement system, with the possibility of an
earlier retirement age, could be one factor that would encourage staff to remain on the job and provide the
division with the continuity of services it needs to take care of their clients.

JRA staff must have prior experience in such work areas as social services, security guard, correctional officer,
police officer, military police or other law enforcement work. They also must either have a certificate of
completion in basic law enforcement training by the Washington Criminal Justice Training Commission; or, a
certificate of completion in a police or reserve police academy or military training program.

In short, while the staff who provide security at the juvenile rehabilitation institutions do not carry a firearm they
are providing supervision to some of the most dangerous felons in our society and have the added responsibility
of trying to rehabilitate them so that they can be productive members of that society. We believe the JRA staff
who provide supervision to the juvenile offenders fit the description of the type of employee who should be
covered by PSERS. Please give serious consideration to this request. We will provide more information if you
need it.

Attached you will find the job descriptions of each of the job classes who provide correctional services in the
JRA system. There are approximately 741 staff who would be interested in becoming members of the PSERS
plan.

Attachment

OLYMPIA FIELD OFFICE: SEATTLE FIELD OFFICE: YAKIMA FIELD OFFICE: LAKEWOOD FIELD OFFICE: SPOKANE FIELD OFFICE:
1212 Jefferson St. S.E., Suite 200 444 NE Ravenna Bivd., Rm. 108 610 West Lincoln Ave., Suite A 10116 36th Avenue Court, S.W., Suite 205 Rock Pointe Tower, 316 West Boone, Suite 353

Olympia, WA 98501 Seattle, WA 98115 Yakima, WA 98902 Lakewood, WA 98499 Spokane, WA 99201
Ph: (360) 786-1303 Ph: (206) 525-5363 Ph: (509) 452-9855 Ph: (253) 581-4402 Ph: (509) 326-4422
o-GBre



Class Code
36182
36188
36189
36190
36180
36181
36183
36185

Job Class Title
JRA Community Counselor
JRA Security Officer 1
JRA Security Officer 2
JRA Security Manager
JRA Counselor Assistant
JRA Residential Counselor
JRA Supervisor -
JRA Program Manager 1
TOTAL

# of Members
43

264

18

3

120

242

42

9

741
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