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Regular Executive Committee Meeting

May 22, 2007 
12:30 p.m. - 2:30 p.m.

Senate Conference Rooms A,B,C
Olympia

AGENDA

12:30 p.m. (A) State Actuary Appointment Committee

12:35 p.m. (B) Constituent Correspondence

12:40 p.m. (C) 2007 Interim Issues

2:30 p.m. (D) Adjourn

Persons with disabilities needing auxiliary aids or services for purposes of attending or participating in Select 
Committee on Pension Policy meetings should call (360) 786-6140.    TDD 1-800-635-9993.
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Select Committee on Pension Policy Executive Committee
May 22, 2007

State Actuary Appointment 
Committee 

Composition and Duties RCW 44.44.013 and 44.44.030 
The State Actuary Appointment Committee (SAAC) consists of the chair and 
ranking minority members of the House Appropriations and the Senate Ways & 
Means committees, and four members of the SCPP.  The SAAC is jointly chaired 
by the chairs of Appropriations and Ways & Means.  The duties of the SAAC 
include appointing and removing the State Actuary and approving the salaries 
of the staff of the Office of the State Actuary.

SCPP Appointments to Committee RCW 44.44.013(1) 
The Chair and Vice Chair of the SCPP shall jointly appoint four SCPP members to 
serve on the State Actuary Appointment Committee, at least one of which shall 
represent state retirement system active or retired members, and one member 
representing retirement system employers.  It has been the past practice of the 
SCPP for the Chair and Vice Chair to appoint themselves to the State Actuary 
Appointment Committee in addition to two other SCPP members.

Current Members 
˜ Senator Margarita Prentice 

˜ Senator Joseph Zarelli

˜ Representative Helen Sommers

˜ Representative Gary Alexander 

˜ Senator Craig Pridemore* 

˜ Representative Bill Fromhold* 

˜ Glenn Olson, Employers* 

˜ J. Pat Thompson, Members*
*Appointed by Chair and Vice Chair of SCPP

O:\SCPP\2007\5-22-07 Exec\A.State_Actuary_Appointment_Committee.doc 
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Select Committee on Pension Policy Executive Committee
Constituent Correspondence May 22, 2007

May 14, 2007 SCPP Correspondence 1 of 1 

Laura Harper 
Senior Research 
Analyst/Manager 
360.786.6145 
harper.laura@leg.wa.gov 

SCPP Correspondence 

OSA regularly receives correspondence that is intended for 
the SCPP or one or more of its members.   Copies are 
provided to the full SCPP by including them in the packet
for each regular meeting.

The Executive Committee sets the agendas for the full 
SCPP.  To that end, Executive Committee members screen 
the correspondence to determine whether it contains any 
issues they’d like to recommend for the full SCPP agenda.

Each month there will be an opportunity on the Executive 
Committee’s agenda for members to state whether they 
wish to recommend any correspondence items for the full 
SCPP agenda or defer their consideration to another time.
For items receiving no recommendation, staff will assume 
that the Executive Committee does not intend to take 
action on them.  Staff will notify correspondents of the 
Executive Committee’s decisions.

O:\SCPP\2007\5-22-07 Exec\B.exec_correspondence.doc  

In Brief

CONSTITUENT 
CORRESPONDENCE 

Possible decisions:

• Recommend for an 
agenda this interim  

• Defer until a later 
interim 

• No action 
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Select Committee On Pension Policy Executive Committee 

Constituent Correspondence as of May 17, 2007 May 22, 2007 

Received 
by OSA 

From To Subject Status 

1/4/2007 
Amalgamated Transit 
Union Legislative 
Council 

Joint (sic) Committee 
on Pension Policy 

Actuarial reduction of PERS 2/3 disability 
pensions 

1/16/2007 
Barbara Wagner et al Rep. Fromhold (with 

copy of 11/29/06 letter 
to DRS) 

PERS 1 benefit cap 

1/16/2007 Kim Webster OSA, SCPP PERS 1 benefit cap 

1/18/2007 Mike Cunningham OSA Plan 3 retirement for teachers 

1/21/2007 Sen. Karen Fraser Matt Smith Pension Protection Act of 2006 

2/7/2007 Maria Nardella SCPP, SCPP Staff Out-of-state service credit 

2/16/2007 
Mike Hudson Rep. Bob Hasegawa 

(copy provided) 
Rule of 85, service credit for two jobs, 
converting PERS 2 service to PERS 1 

3/12/2007 Thad Lindquist Matt Smith LEOFF 1 disability retirement 

4/10/2007 
Sen. Jim Honeyford Matt Smith, Sen. 

Pridemore, SCPP 
Past service credit for term-vested judges 

5/2/2007 Elizabeth Knox OSA, SCPP Revocation of gain-sharing (Plan 3) 

5/7/2007 John Kvamme Matt Smith Plan 3 vesting 
(for WASA & AWSP) Survivor benefits 

Plan 3 improvement 
Plan 1, 2 & 3 military service 
Plan 2 & 3 final year contract 

5/17/2007 Tom Pillow Senator Pridemore WSPRS demographics 
(for WSPTA) Benefit changes paralleling LEOFF Plan 2 

Death benefit changes 
WSPRS governance 

O:\SCPP\2007\Correspondence\Exec_Correspondence_Log.xls 1 
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Hyde, Elizabeth

From: Baker, Robert

Sent: Thursday, May 10, 2007 9:55 AM

To: 'eknox@puyallup.k12.wa.us'

Subject: RE: Revocation of Gain Sharing - Greensheet #26

Page 1 of 2

5/14/2007

Hello Ms. Knox,

I’m Robert Baker, with the Office of the State Actuary (OSA). This office provides staff services to the Select Committee on 
Pension Policy (SCPP).  The SCPP studied gain-sharing during the 2004, 2005, and 2006 interims.  While the SCPP had 
recommended gain-sharing legislation in prior sessions, none of the gain-sharing bills before the legislature this session were
recommended by the SCPP.  

Still, numerous issues and proposals were discussed by the SCPP in the process of studying gain-sharing.  Among the issues
was the non-contractual nature of the gain-sharing benefit.  Also among the proposals was the possibility of allowing those who
transferred to Plan 3 to transfer back to Plan 2.

In general, retirement benefits of public employees in Washington State are considered to be contractual rights.  However, there 
are several retirement benefit provisions, gain-sharing being one of them, that have a non-contractual clause.  That clause states 
that the legislature “… reserves the right to amend or repeal …” the benefit in question.  It also states that “… no member or
beneficiary has a contractual right …” to receive the benefit.  This clause can be found in RCW 41.31A.020(4), the section that
outlines the Plan 3 gain-sharing benefit.

During the 2005 interim, the SCPP was interested in receiving legal advice on the non-contractual rights clause.  As a result, 
OSA asked the Attorney General’s Office for an official opinion as to whether the non-contractual clause in the gain-sharing
provisions negated any contractual obligation of the state to provide gain-sharing benefits in the future. 

The Attorney General Opinion (AGO) stated that the non-contractual clauses did negate that contractual right.  A full copy of that 
opinion can be found in Appendix A of the SCPP’s Gain-Sharing Study at the following link:
http://leg.wa.gov/documents/osa/scpp/2005/Gain-sharing_Subgroup/Final_Gain-Sharing_Report.pdf

In regards to transferring from Plan 3 back to Plan 2 – that had been among the many trade-off proposals the SCPP discussed.  
However, the committee was cautioned by tax counsel for the Department of Retirement Systems (DRS) that the Internal
Revenue Service (IRS) might not approve of such a proposal, and that it might jeopardize the retirement plan’s tax status.  
Retirement plans adhere to IRS regulations to assure that taxes on both the retirement contributions and the investment 
earnings from those contributions are deferred until the plan members begin receiving retirement benefits.  Were the retirement
plans no longer qualified for this tax treatment, the State and plan members would be subject to considerable tax liability.  After 
receiving that input, the SCPP decided against forwarding such a proposal to the legislature.

The SCPP meets once a month during the interim.  The first meeting of the 2007 interim will be on May 22nd.  Your E-mail will be 
among the correspondence that will be included in the meeting materials.

To keep up-to-date with SCPP activities you can visit their website at http://leg.wa.gov/scpp/.  

Please let me know if I can be of further assistance.

Robert Wm. Baker
Senior Research Analyst
Office of the State Actuary
(360) 786-6144
Baker.Robert@leg.wa.gov
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From: Elizabeth Knox [mailto:eknox@puyallup.k12.wa.us]
Sent: Wednesday, May 02, 2007 5:26 PM 
To: Office State Actuary, WA
Subject: Revocation of Gain Sharing

Dear SCPP Members,

I am very concerned about the recent legislation that revokes gain sharing. This was one of the reasons I switched from TRS 
Plan 2 to TRS Plan 3. I feel that I was promised a format by the state and that promise has been betrayed.  Can you please 
explain to me why the legislature can take away a provision that was promised and was extended as an enticement for me to 
switch retirement plans? Will you now allow me to switch back to Plan 2?

I began working in the state of Washington when I was 35 years old. I will not have 30 years in the system by 62, so the early 
retirement provision for those with 30 years in by age 62 does me no good at all. You are taking money from me and my family 
and giving it to other people. I strongly object to this. 

I look forward to your response to my e-mail.

Thanks!
Liz Knox

Page 2 of 2

5/14/2007

E-30



E-31



E-32







Select Committee on Pension Policy Executive Committee
May 22, 2007

May 15, 2007 2007 Interim Issues 1 of 3 

2007 Interim Issues 
(Preliminary Inventory) 

Referred from 2006 SCPP
˜ Disability Retirement – Continue review of disability benefits and policies 

under the Washington State retirement systems, including reduction of 
actuarial penalties associated with early retirement for medical reasons 
(Sen. Eide).   

Significant Amendments to SCPP Legislative Proposals 
˜ Index $150,000 Death Benefit – The SCPP’s 2007 recommendation 

concerning the $150,000 death benefit included indexing for this benefit,
and the indexing provision was removed by the legislature.

˜ Washington State Patrol Cost-Sharing – The SCPP recommended that 
members pay one-third of the difference between the total cost of the 
system and the “Truman liability” or 7 percent, whichever is less.  The bill 
was amended to specify that members would pay the lesser of one-half 
of the adjusted total contribution rate or 7 percent, plus one-half of any 
benefit improvements effective on or after July 1, 2007.

SCPP Member Requests 
˜ Pension Protection Act (Fraser) – Study implications of recent federal 

legislation for Washington State retirement systems.

˜ Member Flexibility at Member Cost (Olson) – Continue to explore ways 
that members can obtain additional benefit flexibility with no cost to 
employers.

˜ Benefits History (Olson) – Review cost of Plans 2/3 from creation to present. 

Legislator Requests 
˜ Former Judges (Sen. Honeyford) – Allow inactive vested judges, or judges 

who have separated from service but not yet retired, to apply to increase 
their benefit multiplier and pay the full actuarial cost.
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Select Committee on Pension Policy Executive Committee
May 22, 2007 

May 15, 2007 2007 Interim Issues Page 2 of 3 

Co-ordination with LEOFF 2 Board  
˜ Officially, none at this time.

Constituent/Stakeholder Requests 
˜ Disability retirement (ATULC) – Eliminate actuarial reductions for disability 

pensions.

˜ PERS 1 Benefit Cap (Wagner, Von Moos, Fortune, Madden, Esparza, 
Webster) – Remove or increase the 60 percent cap on retirement pensions 
for PERS 1.

˜ TRS 3 Benefits (Cunningham) – Improve benefits by creating a rule of 85 
and/or increasing the benefit multiplier. 

˜ Out-of-State Service Credit (Nardella) – Authorize service credit purchases 
for all time served as a public employee in another state.

˜ PERS Benefits (Hudson) – Improve benefits by creating a rule of 85,
allowing service credit for two jobs, and authorizing the conversion of 
service credit from Plan 2 to Plan 1.  

˜ LEOFF 1 Surplus (Lindquist) – Use any surplus to improve pension payments 
to disabled police officers and firefighters (before using for medical 
benefits).   

˜ Plan 3 Vesting (tentative, WASA & AWSP) – Allow vesting after five years 
regardless of age.

˜ Survivor Benefits (tentative, WASA & AWSP) – Improve survivor benefits for 
members of Plans 1, 2, and 3 of TRS, SERS, and PERS. 

˜ Plan 3 Benefits (tentative, WASA & AWSP) – Provide additional benefits to 
Plan 3 members to improve the gain-sharing trade-off.

˜ Military Service (tentative, WASA & AWSP) –  Review 2007 legislative 
proposals to improve Plan 1 military service credit provisions and make a 
recommendation for 2008.

˜ “Plans 2/3 Final Year Contract” (tentative, WASA & AWSP) -  Allow TRS 2/3 
members to receive a full year (12 months) of service credit for their final 
year’s work when retiring on July 1.

DRS Requests 
˜ SERS Auto-Transfer of Prior Plan Service Credit – Adapt plan provisions to

current conditions.
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Select Committee on Pension Policy Executive Committee
May 22, 2007 

May 15, 2007 2007 Interim Issues Page 3 of 3 

SCPP Statutory Obligations 
˜ None for 2007.

Actuarial Work 
˜ 2008 Gain-Sharing Distributions – Calculate required distribution amounts 

and notify plan administrator.

˜ LEOFF 1 Medical Study – (Required in OSA budget)   Identify local 
government employer liability for LEOFF 1 medical benefits.

˜ OPEB Actuarial Valuation – Using new governmental accounting
standards, identify (and facilitate others in identifying) public employer 
obligations for “other post-employment benefits” (OPEB), the most 
significant of which is health care.

˜ Review of Economic Assumptions – Make recommendations to Pension 
Funding Council regarding long-term economic assumptions.

˜ Experience Study Preparation – Much of the work for the 2008 Experience 
Study will be done in 2007.  OSA can provide the SCPP with “previews” of 
the data that will be reviewed, the study methodology, the standards of 
practice involved, and the assumptions that will be examined (e.g. 
retirement rates, mortality, etc).

˜ 2006 Actuarial Valuation  

SCPP Staff 
˜ State Actuary – Annual Evaluation.

O:\SCPP\2007\5-22-07 Exec\C.2007_interim_issues.doc 
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