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10:00 a.m.  (1)  Approval of Minutes 
     
10:05 a.m.  (2)  National Trends – Dave Nelsen, Senior Policy 
    Analyst 
     
10:35 a.m.  (3)  Preliminary Experience Study Report – Matthew  
    M. Smith, State Actuary 
     
11:20 a.m.  (4)  Preliminary Actuarial Valuation Report – Chris 
    Jasperson, Actuarial Assistant 
     
Work Session 
11:50 a.m.  (5)  SERS Past Part‐Time Service Credit – Darren 

Painter, Policy Analyst 
     
12:15 p.m.  (6)  Adjourn 



Select Committee on Pension Policy
M T W T F S S M T W T F S S

1 2 3 4 5 6 1 2 3
7 8 9 10 11 12 13 4 5 6 7 8 9 10
14 15 16 17 18 19 20 11 12 13 14 15 16 17
21 22 23 24 25 26 27 18 19 20 21 22 23 24 Full - 10:00am-12:15pm
28 29 30 31 25 26 27 28 29 Exec. - 12:30-1:30pm

SHR 4/A/B/C, Olympia, WA

M T W T F S S M T W T F S S January 15, 2008 . canceled
1 2 1 2 3 4 5 6 February 12, 2008 . canceled

3 4 5 6 7 8 9 7 8 9 10 11 12 13 March 18, 2008 . canceled
10 11 12 13 14 15 16 14 15 16 17 18 19 20 April 15, 2008
17 18 19 20 21 22 23 21 22 23 24 25 26 27 May 13, 2008
24 25 26 27 28 29 30 28 29 30 June 17, 2008
31 July 15, 2008

August 12, 2008
September 16, 2008

M T W T F S S M T W T F S S October 21, 2008
1 2 3 4 1 November 18, 2008

5 6 7 8 9 10 11 2 3 4 5 6 7 8 December 16, 2008
12 13 14 15 16 17 18 9 10 11 12 13 14 15
19 20 21 22 23 24 25 16 17 18 19 20 21 22
26 27 28 29 30 31 23 24 25 26 27 28 29 Reserved Subgroup Dates

SHR4
2:00-4:00pm - Mondays

M T W T F S S M T W T F S S January . none scheduled
1 2 3 4 5 6 1 2 3 February . none scheduled

7 8 9 10 11 12 13 4 5 6 7 8 9 10 March . none scheduled
14 15 16 17 18 19 20 11 12 13 14 15 16 17 April 14, 2008 . none scheduled
21 22 23 24 25 26 27 18 19 20 21 22 23 24 May 12, 2008 . none scheduled
28 29 30 31 25 26 27 28 29 30 31 June 16, 2008 . none scheduled

July 14, 2008
August 11, 2008
September 15, 2008

M T W T F S S M T W T F S S October 20, 2008
1 2 3 4 5 6 7 1 2 3 4 5 November 17, 2008
8 9 10 11 12 13 14 6 7 8 9 10 11 12 December 15, 2008

15 16 17 18 19 20 21 13 14 15 16 17 18 19
22 23 24 25 26 27 28 20 21 22 23 24 25 26
29 30 27 28 29 30 31

M T W T F S S M T W T F S S
1 2 1 2 3 4 5 6 7

3 4 5 6 7 8 9 8 9 10 11 12 13 14
10 11 12 13 14 15 16 15 16 17 18 19 20 21
17 18 19 20 21 22 23 22 23 24 25 26 27 28
24 25 26 27 28 29 30 29 30 31

FEBRUARYJANUARY

MARCH APRIL

NOVEMBER DECEMBER

JULY AUGUST

SEPTEMBER

2008 Meeting Dates

MAY JUNE

OCTOBER

O:\SCPP\2008\6-17-08 Full\2008 calendar.xls



SCPP Full Committee
September 27, 2005 Page 1 of 1

O:\SCPP\2005\9-27-05 Full\Goals Adopted.wpd

Select Committee on Pension Policy
Goals for Washington State

 Public Pensions
Revised and Adopted September 27, 2005

1. Contribution Rate Setting:  To establish and maintain adequate, predictable

and stable contribution rates, with equal cost-sharing by employers and

employees in the Plans 2, so as to assure the long-term financial soundness

of the retirement systems.

2. Balanced Long-Term Management:  To manage the state retirement systems

in such a way as to create stability, competitiveness, and adaptability in

Washington’s public pension plans, with responsiveness to human resource

policies for recruiting and retaining a quality public workforce.

3. Retirement Eligibility:  To establish a normal retirement age for members

currently in the Plans 2/3 of PERS, SERS, and TRS that balances employer

and employee needs, affordability, flexibility, and the value of the retirement

benefit over time.  

4. Purchasing Power:  To increase and maintain the purchasing power of

retiree benefits in the Plans 1 of PERS and TRS, to the extent feasible, while

providing long-term benefit security to retirees.

5. Consistency with the Statutory Goals within the Actuarial Funding Chapter: 

To be consistent with the goals outlined in the RCW 41.45.010:

a. to provide a dependable and systematic process for funding the

benefits to members and retirees of the Washington State Retirement

Systems; 

b. to continue to fully fund the retirement system plans 2 and 3, and

the Washington State Patrol Retirement System, as provided by law;

c. to fully amortize the total costs of PERS 1, TRS 1 and LEOFF 1, not

later than June 30, 2024; 

d. to establish predictable long-term employer contribution rates which

will remain a relatively predictable portion of future state budgets;

and

e. to fund, to the extent feasible, benefit increases over the working lives

of  those members so that the cost of those benefits are paid by the

taxpayers who receive the benefit of those members’ service.  
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2007 Rules of Procedure 

RULE 1. Membership.  The Committee shall consist of 20 members:  two from each 
caucus of the legislature, four active members or representatives of active 
members of the state retirement systems, two retired members or 
representatives of retired members of the state retirement systems, four 
employer representatives, and the Directors of the Department of 
Retirement Systems and the Office of Financial Management. 

 
The Directors of the Department of Retirement Systems and the Office of 
Financial Management may appoint alternates from their respective 
agencies for membership on the SCPP. 
 

RULE 2. Meetings.  The Select Committee on Pension Policy (SCPP) will typically 
meet once each month during the Legislative Interim.  Meetings may be 
called or cancelled by the Chair of the SCPP or Executive Committee as 
deemed necessary. 

 
RULE 3. Rules of Order.  All meetings of the SCPP, its Executive Committee, or any 

subcommittee created by the SCPP shall be governed by Reed’s 
Parliamentary Rules, except as specified by applicable law or these Rules 
of Procedure. 

 
RULE 4. Quorum.  A majority of the 20 committee members shall constitute a 

quorum of the Full Committee (11 members).  A majority of the members 
appointed to a subcommittee shall constitute a quorum of the 
subcommittee. 

 
RULE 5. Voting.  A majority of the 20 committee members must vote in the 

affirmative for an official action of the SCPP to be valid (11 members); a 
majority of those committee members present must vote in the 
affirmative on procedural matters (at least six members), unless provided 
otherwise in statute or these Rules of Procedure.  Examples of official 
actions of the SCPP include:  recommendations, endorsements, 
statements, or requests made by the SCPP to the Legislature, the Pension 
Funding Council, or any other body; election of officers; approval of 
minutes; adopting rules of procedure; and adopting goals.  Examples of 
procedural matters include:  convening or adjourning meetings; referring 
issues to the Executive Committee or subcommittees; and providing 
direction to staff.  A majority of the members appointed to a 
subcommittee must vote in the affirmative for an official action of a 
subcommittee to be valid; a majority of those subcommittee members 
present must vote in the affirmative on procedural matters, unless 
provided otherwise in statute or these Rules of Procedure. 
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RULE 6. Minutes.  Minutes summarizing the proceedings of each SCPP meeting and 

subcommittee shall be kept.  These minutes will include member 
attendance, official actions taken at each meeting, and persons testifying. 

 
RULE 7. SCPP Chair, Vice Chair, Executive Committee and Subcommittees.  An 

Executive Committee shall be established and shall include six members.  
Reorganization elections shall take place at the first meeting of the year 
as follows:  First the Chair shall be elected and then the Vice Chair shall 
be elected.  The Chair shall be a member of the Senate in even-numbered 
years and a member of the House of Representatives in odd-numbered 
years.  The Vice Chair shall be a member of the House in even-numbered 
years and a member of the Senate in odd-numbered years. 
Three members of the Executive Committee shall then be elected, one 
member representing active members, one member representing 
employers, and one member representing retirees.  In addition, the 
Director of the Department of Retirement Systems shall serve on the 
Executive Committee. 

 
Executive Committee members may designate an alternate to attend 
Executive Committee meetings in the event they cannot attend.  
Designations shall be made in the following manner: 
 

a. The Chair and Vice Chair shall designate an SCPP member 
who is a legislator from the same house. 

b. The Director of the Department of Retirement Systems 
shall designate an employee of the department. 

c. Active, Employer, and Retiree member representatives 
shall designate an SCPP member representing their member 
group. 

 
Subcommittees of the SCPP may be formed upon recommendation of the 
Executive Committee.  The creation of the subcommittee and 
appointment of members shall be voted on by the full SCPP.  

 
RULE 8. Duties of Officers. 
 

A. The Chair shall preside at all meetings of the SCPP and Executive 
Committee, except that the Vice Chair shall preside when the Chair 
is not present.  In their absence, an Executive Committee member 
may preside. 

 
B. The State Actuary shall prepare and maintain a record of the 

proceedings of all meetings of the SCPP Committee, Executive 
Committee, and SCPP Subcommittees. 
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C. The Executive Committee shall perform all duties assigned to it by 
these Rules of Procedure, such other duties delegated to it by the 
SCPP, and shall set meeting agendas and recommend actions to be 
taken by the SCPP. 

 
D. A recommendation to refer an issue to the Assistant Attorney General 

will be approved by the Chair or by a majority vote of the Executive 
Committee.  The Chair or the Committee will consider priorities of 
the SCPP of all legal issues and budget constraints in making this 
decision. 

 
Advice from the Attorney General’s Office to the Chair or the 
Committee may be subject to the attorney client privilege.  When 
subject to the privilege, Committee members are advised to maintain 
the advice as confidential.  The privilege may be waived only by vote 
of the Committee. 

 
E. The State Actuary may refer requests for information or services by 

Select Committee on Pension Policy members that are directly 
related to current Committee projects or proposals and/or require a 
significant use of OSA resources to either the Chair of the SCPP or the 
Executive Committee.  Such requests will be approved by either the 
Chair or by a majority vote of the Executive Committee prior to 
initiation and completion by the OSA.  The Executive Committee will 
consider priorities of all current OSA projects and budget constraints 
in making this decision. 

 
F. The State Actuary shall submit the following to the Executive 

Committee and the full SCPP for approval:  the biennial budget 
submission for the OSA, and any personal services contract of $20,000 
or more that is not described in the biennial budget submission. 

 
G. The Chair and Vice Chair shall appoint four members of the SCPP to 

serve on the State Actuary Appointment Committee.  At least one 
member shall represent state retirement systems’ active or retired 
members, and one member shall represent state retirement system 
employers.  The Chair and Vice Chair may designate an alternate for 
each appointee from the same category of membership. 

 
RULE 9. Expenses.  Legislators’ travel expenses shall be paid by the member’s 

legislative body; state employees’ expenses shall be paid by their 
employing agency; other SCPP members’ travel expenses shall be 
reimbursed by the Office of the State Actuary in accordance with RCW 
43.03.050 and 43.03.060. 
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RULE 10. Staff.  The OSA shall provide staff and technical assistance to the 
Committee.  The State Actuary has the statutory authority to select and 
employ such research, technical, clerical personnel, and consultants as 
the State Actuary deems necessary.  The State Actuary shall inform the 
Executive Committee of final personnel actions.  Any employee 
terminated by the State Actuary shall have the right of appeal to the 
Executive Committee.  The State Actuary has also implemented a 
grievance procedure within the OSA.  Any employee who has followed the 
OSA grievance process and disagrees with the outcome may appeal to the 
Executive Committee.  Employee appeals must be filed in writing with the 
Chair within 30 days of the action being appealed. 

 
 
 
Effective Date June 19, 2007. 
 
 
Revised June 19, 2007 by the Select Committee on Pension Policy. 
 
 
 
 
________________________________  _______________________________ 
Chair – Representative    Vice Chair - Senator 
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REGULAR COMMITTEE MEETING 
DRAFT MINUTES 

 
May 13, 2008 

 
The Select Committee on Pension Policy met in Senate Hearing Room 2 
and Senate Hearing Room 4, Olympia, Washington on May 13, 2008. 
 
Senate Hearing Room 2 
Pensions 101 – Education Briefing (Optional) 
Laura Harper, Policy and Research Services Manager, and Lisa Won, 
Senior Actuarial Assistant, presented “Pensions 101,” an educational 
session.  A question and answer period followed. 
 
Senate Hearing Room 4 
Committee members attending: 
Senator Schoesler, Chair        Senator Holmquest 
Representative Conway, Vice Chair    Robert Keller 
Elaine Banks          Sandra Matheson 
Representative Bailey        Corky Mattingly 
Lois Clement          Doug Miller 
Representative Crouse        Victor Moore 
Charles Cuzzetto          Glenn Olson 
Randy Davis          J. Pat Thompson 
Representative Fromhold      David Westberg 
Senator Hobbs           
 
Senator Schoesler, Chair, called the meeting to order at 10:05 a.m. 
 
(2)  Approval of Minutes 

It was moved to approve the April 15, 2008, Full Committee Draft 
Minutes.  Seconded.     

MOTION CARRIED 
 

(3)    Report, SCPP Member Feedback to OSA Staff 
Dave Nelsen, Senior Policy Analyst, presented a report on the 
Member Feedback Project relating to services provided by 
policy staff. 



Regular Committee Meeting 
Draft Minutes 
May 13, 2008 
Page 2 
(4)  Experience Study Preview 

Chris Jasperson, Actuarial Assistant, presented the 2008 Experience Study 
Preview for the actuarial assumptions concerning retirement, mortality and 
merit salary scale.  (A more detailed Preliminary Experience Study Report will 
be presented at the June 17, 2008 Full Committee meeting.) 
 

PUBLIC HEARING AND POSSIBLE EXECUTIVE SESSION 
(5)  Survivors of PERS 1 Inactives 

Darren Painter, Policy Analyst, presented a report on Survivors of PERS 1 
Inactives. 
No public testimony on this issue. 

 
It was moved that the Survivors of PERS 1 Inactives proposal be recommended to 
the 2009 Legislature.  Seconded. 

      MOTION CARRIED 
 

(6) PERS to SERS Auto‐Transfer 
  Darren Painter, Policy Analyst, presented a report on PERS to SERS Auto‐
Transfer. 

  Testimony was given by: 
  Matt Zuvich, Washington Federation of State Employees 
 

  It was moved that the PERS to SERS Auto‐Transfer proposal be recommended to 
the 2009 Legislature.  Seconded. 

    MOTION CARRIED 
 
(7) HECB Proposal 
  Darren Painter, Policy Analyst, presented a report on the HECB Proposal. 
  Testimony was given by: 
  Don Bennett, Deputy Director, Office of the Executive Director, Higher 

Education Coordinating Board 
 

It was moved that the HECB Proposal be recommended to the 2009 Legislature. 
    Seconded. 
    MOTION CARRIED 

 
The meeting adjourned at 11:45 a.m. 
 
Recorded audio of Select Committee on Pension Policy meetings is often available free of charge at www.tvw.org.  
Additionally, you may request a CD‐ROM copy of the audio.  Please contact the Office of the State Actuary for 
further information. 
O:\SCPP\2008\5‐13‐08\Full_Draft_Minutes.doc 
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Summary, Federal Issues Affecting 

Pensions  
 

Vice Chair Conway attended the National Conference of State Legislators’ 
spring forum in Washington, DC.  On April 24, 2008, attendees received an 
update on federal issues affecting public pensions.  Rep. Conway provided his 
materials and notes to staff and requested that relevant material be 
summarized in a handout that could be shared with SCPP members.  The 
following summary is provided for your information.  Note:  Italicized words 
indicate how this topic impacts or ties in with Washington’s retirement plans.   
  
Topics of Interest to Public Plans 
˜ Sudan divestment:  The Federal Government passed legislation in 2007 

authorizing state and local plans to divest from Sudan, but not requiring them 
to do so.  Some feel this specific authorization could inhibit other potential 
divestiture efforts that lack this specific federal approval.  A bill was 
introduced in the 2008 Legislative session that called for the Washington State 
Investment Board to divest from Iran (HB 2603).  This bill did not receive a 
hearing.   

˜ Treasury regulations on “normal retirement age:”  The Treasury department’s 
final regulations for implementing authorized phased-retirement programs 
have defined the age at which a member can receive a pension benefit 
while still employed.  This age is referred to as the “normal retirement age,” 
and is recognized as age 62.  Retirement ages earlier than age 62, even if 
they are based upon years of service or a combination of age and service, 
may require additional justification to be considered a “normal retirement 
age.”   

These rules will take effect on January 1, 2009, for governmental plans.  There 
has been written feedback to the Treasury department by nearly every 
national retirement organization that these regulations may be too broadly 
written.  These organizations expressed that if broadly applied, the new 
regulations would negatively impact nearly all state and local retirement 
plans.  This is because many public plans allow members to retire after a set 
number of years of service, or upon reaching a combination of age and 
service.  Such definitions of retirement often result in retirement ages earlier 
than age 62.  Each of Washington’s Plan 1 systems, Plan 2 of the Law 
Enforcement Officers’ and Firefighters’ Retirement System, Plan 2 of the 
Washington State Patrol Retirerment System, and Plan 2 of the Public Safety 
Officers’ Retirement System allow normal retirement at ages earlier than 62.  
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˜ Possible technical corrections to the Pension Protection Act of 2006:   
o There is a proposal to lift the federal limit on the interest a plan can 

grant members on their contributions in a defined benefit plan.  
Generally, the rules limit the interest to available market rates.  
Members in Washington plans are typically provided interest at 
the annual rate of 5.5 percent, compounded quarterly.   

o Another proposal would extend the $3,000 federal tax exemption 
for health care premiums paid by public safety members to 
include premiums for coverage under a self-insured health 
program.  Currently, public safety employees can only receive the 
tax exemption if their health care premiums are paid to a health 
care insurer.  DRS provides information to eligible members about 
this program.      

˜ Death and disability benefits for reservists:  This bill amends the provisions of 
the Uniformed Services Employment and Reemployment Rights Act (USERRA).  
Retirement plans are required to treat a deceased reservist for pension 
benefit eligibility purposes as if they had returned to employment the day 
prior to their death.  Additionally, the bill permits retirement plans to treat a 
deceased or disabled reservist for service credit accrual purposes as if they 
had returned to work the day prior to their death or disablement.  

Note:  This bill was signed by the President on June 17, 2008.  Washington 
retirement plans already allow members or survivors of members who could 
not return to employment because of death or disability in the uniformed 
services to apply for interruptive military service credit up to the date of 
death or disability.  Also, death benefits in Washington are generally not 
linked to the active or inactive status of a member.  In 2007, the SCPP 
recommended legislation to grant additional death benefits for reservists 
who died during a time of war. The legislation would provide the option of an 
unreduced monthly benefit for their survivors (HB 3008). This bill passed the 
House but did not pass the Senate in the 2008 legislative session. 

˜ Funding for retirement benefits:  The Governmental Accountability Office 
(GAO) released a study of state and local retirement benefits.  A copy of the 
report can be found at www.gao.gov.  SCPP committee members received 
the results of the report in a March 3, 2008, “Pension Watch.”   

Generally, the report found that state and local pension plans have sufficient 
funds to continue paying pension benefits for the next several decades.  
Based on the 2006 Actuarial Valuation Report, the combined system’s 
funded status for Washington’s pension plans is 100 percent. In contrast to 
public pensions, the GAO found that unfunded liabilities for health benefits 
are high.  This is primarily due to the lack of pre-funding.  Most states and 
local governments fund retiree health care on a pay-as-you-go basis.   
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There has also been some pressure for the GAO to investigate public and 
private pension plan investment in “alternative” investments.  Alternative 
investments include real estate and private equity.  As of March 31, 2008, the 
Washington State Investment Board allocated 14.1 percent of its portfolio to 
real estate and 21.8  percent of its portfolio to private equity.  Private equity 
investments include securities that are not listed on a public exchange and 
are not easily accessible to most individuals.   

˜ Accounting and disclosure:  
o The Chairman of the Securities and Exchange Commission has 

written a letter to Congress calling for more disclosure and 
governmental oversight of public pension provisions. 

o The Governmental Accounting Standards Board (GASB) is 
reviewing the effectiveness of their disclosure requirements for 
public defined benefit (DB) and defined contribution (DC) plans. 

o There have been some calls to require public DB plans to disclose 
“termination liabilities”.  This is a private-sector term that essentially 
compares the market value of assets at a point in time to the 
market value of liabilities accrued by the plan to that same point 
in time.  This comparison is valuable in the private sector where a 
company sponsoring a plan can go out of business at any point.  
There is some debate whether this comparison is of value to public 
plans, since generally government does not go out of business.   

 

Federal Legislative Interest in Pensions Generally  
Congressional committees are taking an interest in issues affecting pensions, 
and have focused on the following: 

˜ Plan participation:  Looking at ways to increase the number of covered 
employees.  

˜ Defined contribution issues:  Looking at plan fees, conflicts of interest, 
and liabilities in defined contribution plans. 

˜ Revenue:   Looking for revenue in tight budget times, including a repeal 
of tax-deferral of member contributions to public plans. 

 

Efforts to Expand Coverage  
There are several ideas being discussed to assure that more individuals are 
covered by some form of retirement savings plan.  These ideas include the 
following: 

˜ Universal 401(k):  This would be a nation-wide savings plan that would 
not be tied to employment with a specific employer.  Essentially, all 
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employers in the country could offer the same savings program, 
enhancing access and portability.   

˜ Automatic IRAs:  This would allow employers to set up automatic savings 
plans for employees upon hire that they could retain when leaving 
employment.   

˜ State-sponsored “401(k) like” plans:  This is similar to the Universal 401(k) 
idea, except it is only state-wide.  All businesses within a state could offer 
a savings plan that is administered by the state.  In 2007, the Legislature 
appropriated funds for the Department of Retirement Systems to 
research and develop a proposal like this, and to present their findings 
to the Legislature by December of 2008.    

 

Proposals Affecting Social Security  
˜ Solvency:  Efforts to shore up social security may possibly be linked with a 

universal savings proposal. 

˜ Reform:  Efforts to repeal the Government Pension Offset and the 
Windfall Elimination Provision may be slowed by the cost, which is 
estimated at $80 billion over the next ten years.  

˜ Coordination with other benefits:  The government is examining the link 
between SSI disability benefits and workers compensation programs to 
provide greater inflation protection for injured workers’ benefits.    
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National TrendsNational Trends

““The future The future ainain’’tt what it used to bewhat it used to be””
Yogi BerraYogi Berra
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Pressures On Public PensionsPressures On Public Pensions

Rising health care costsRising health care costs
Under funding of pensionsUnder funding of pensions
Pension envyPension envy
Aging workforce Aging workforce 
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We Spend More On Health CareWe Spend More On Health Care

5
7

9
11
13

15
17
19
21

23
25

1970 2008 2016

 

Health Care Costs as a Percentage of Gross Domestic ProductHealth Care Costs as a Percentage of Gross Domestic Product

Source: Urban InstituteSource: Urban Institute
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Health Care Spending By RetireesHealth Care Spending By Retirees

Impact to retiree income for Medicare eligibleImpact to retiree income for Medicare eligible
Age 65Age 65--74, 14 percent of income74, 14 percent of income
Age 85+, 22 percent of incomeAge 85+, 22 percent of income
Up to 35 percent for couple by 2035Up to 35 percent for couple by 2035
Source: Urban InstituteSource: Urban Institute
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Potential Cost For Public EmployersPotential Cost For Public Employers

Nationwide potential liability for Other PostNationwide potential liability for Other Post--
Employment Benefits (OPEB)Employment Benefits (OPEB)

600 billion to 1.5 trillion600 billion to 1.5 trillion
Accounting disclosure requirementAccounting disclosure requirement
Assumes current level of funding continuesAssumes current level of funding continues
Most funded payMost funded pay--asas--you goyou go
Not contractual benefit like pensionsNot contractual benefit like pensions

As a comparison: nationwide unfunded accrued pension As a comparison: nationwide unfunded accrued pension 
liabilityliability

Approx. 400 billionApprox. 400 billion
Source: GAO ReportSource: GAO Report
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How Does Health Care Affect Pensions?How Does Health Care Affect Pensions?

Pension adequacyPension adequacy
Will retiree funds be sufficient?Will retiree funds be sufficient?

Employer funding of retiree health careEmployer funding of retiree health care
Competition with pensions for fundsCompetition with pensions for funds
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Reactions To Health Care PressureReactions To Health Care Pressure

PrePre--funding retiree health funding retiree health 
OhioOhio
CaliforniaCalifornia
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How Well Are Public Plans Funded?How Well Are Public Plans Funded?

Government Accounting Office (GAO) report highlights Government Accounting Office (GAO) report highlights 
from January 2008from January 2008

Generally good newsGenerally good news
88 percent of funds necessary88 percent of funds necessary
Larger plans generally better fundedLarger plans generally better funded

O:\SCPP\2008\6-17-08 Full\2.National_Trends.ppt 9

Possible Funding ChallengesPossible Funding Challenges

GAO report highlightsGAO report highlights
Some plans not as wellSome plans not as well--fundedfunded

58 percent of plans are over 80 percent funded58 percent of plans are over 80 percent funded
42 percent are short42 percent are short

Some plans not keeping up with required contributionsSome plans not keeping up with required contributions
In 1996 In 1996 -- Over 80 percent of plans contributed amount Over 80 percent of plans contributed amount 
requiredrequired
In 2006 In 2006 -- 54 percent contributed amount required54 percent contributed amount required
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Reactions To Funding PressureReactions To Funding Pressure

Rethinking retirement promises for new employeesRethinking retirement promises for new employees
New tiersNew tiers

Oregon, Colorado, GeorgiaOregon, Colorado, Georgia

Generally include later retirement dateGenerally include later retirement date

Changing investment policiesChanging investment policies
More risk for potentially greater rewardMore risk for potentially greater reward

ReRe--examining actuarial methods/assumptionsexamining actuarial methods/assumptions
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Pension EnvyPension Envy

Shift in private sector coverage from guaranteed income Shift in private sector coverage from guaranteed income 
plans to savings plans (defined benefit to defined plans to savings plans (defined benefit to defined 
contribution)contribution)
Growing disparity in methods of addressing retirement Growing disparity in methods of addressing retirement 
securitysecurity
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Private Sector Coverage ChangingPrivate Sector Coverage Changing

Percentage of Retirement Plan Participants Whose Self-
Reported Primary Plan is a Defined Benefit Plan, by Sector
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Source: EBRI Estimates of the April 1988 CPS and 1996 and 2001 SIPP.
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Are People Saving Enough?Are People Saving Enough?

All workers aged 55+All workers aged 55+
43 percent saved less than $50,000*43 percent saved less than $50,000*
28 percent saved less than $10,000*28 percent saved less than $10,000*

**DoesnDoesn’’t include value of home or defined benefitt include value of home or defined benefit
Source: EBRISource: EBRI
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Pressure To ChangePressure To Change

Questioning public pension designQuestioning public pension design
Lifetime income promise or savings opportunity?Lifetime income promise or savings opportunity?

CaliforniaCalifornia
ColoradoColorado
AlaskaAlaska
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Reactions To Design PressureReactions To Design Pressure

Changed benefits Changed benefits 
Defined contribution plan onlyDefined contribution plan only

Alaska Alaska 

Optional defined contribution plan Optional defined contribution plan 
OhioOhio
FloridaFlorida

Hybrid plansHybrid plans
OregonOregon
GeorgiaGeorgia

Campaign to educate about benefits of defined benefit Campaign to educate about benefits of defined benefit 
Impact on economy Impact on economy 
Value for the investment dollarValue for the investment dollar
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Our Population Is Aging Our Population Is Aging 
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Some People Are Working LongerSome People Are Working Longer

Retiring at later agesRetiring at later ages
19931993-- 29.4 percent of people aged 55+ were in the 29.4 percent of people aged 55+ were in the 
workforceworkforce
20062006-- 38 percent of people aged 55+ were in the workforce38 percent of people aged 55+ were in the workforce
Source: EBRISource: EBRI

Wanting to return to workWanting to return to work
68 percent of workers age 5068 percent of workers age 50--70 plan to work in retirement 70 plan to work in retirement 
or never retireor never retire
Source: AARPSource: AARP

Desire to scale backDesire to scale back
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Does Plan Accommodate Older Employees?Does Plan Accommodate Older Employees?

Rethink plan structureRethink plan structure
Balance betweenBalance between

Plan flexibilityPlan flexibility
Public perceptionPublic perception
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Reactions To Aging Workforce PressureReactions To Aging Workforce Pressure

PhasedPhased--retirementretirement
Federal rulesFederal rules
Talk, little actionTalk, little action

RetireRetire--rehirerehire
Opportunities with limitsOpportunities with limits
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In ClosingIn Closing……..

Significant pressure on public pensionsSignificant pressure on public pensions
Rising health care costsRising health care costs
Pension underfunding Pension underfunding 
Pension envy Pension envy 
Aging workforceAging workforce

Interest in public pensionsInterest in public pensions
PublicPublic
Federal governmentFederal government
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What Might Washington Expect?What Might Washington Expect?

Health careHealth care
Requests to expand accessRequests to expand access
Requests for more inflation protection Requests for more inflation protection 

Pension fundingPension funding
Washington currently wellWashington currently well--fundedfunded
State has made significant effortsState has made significant efforts

Pension envyPension envy
Hybrid plans in 1996 Hybrid plans in 1996 

Aging workforceAging workforce
RetireRetire--rehire changes since 2001rehire changes since 2001
Requests for more consistency across plans Requests for more consistency across plans 
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Memorandum

 
 

411 Borel Avenue, Suite 445  San Mateo, California 94402 
main: 650/377-1600   fax: 650/345-8057  web: www.bartel-associates.com 

 

 

Date: June 16, 2008 
To: Members of the Pension Funding Council 
From: Marilyn Oliver, FSA MAAA FCA, Vice-President, Bartel Associates, LLC 

John E. Bartel, ASA MAAA FCA, President, Bartel Associates, LLC 
Cc:  
Re: Preliminary Actuarial Audit Report 
_____________________________________________________________________  

 
Bartel Associates was retained by the Pension Funding Council to perform a concurrent 
audit of the 2001-2006 Experience Study and June 30, 2007 Actuarial Valuation being 
performed by the Office of the State Actuary for the following retirement plans: 

• Public Employees’ Retirement System, Plan 1 (PERS 1) 
• Public Employees’ Retirement System, Plans 2 and 3 (PERS 2/3) 
• Public Safety Employees’ Retirement System (PSERS) 
• School Employees’ Retirement System, Plans 2 and 3 (SERS 2/ 3) 
• Teachers’ Retirement System, Plan 1 (TRS 1) 
• Teachers’ Retirement System, Plans 2 and 3 (TRS 2/3) 
• Law Enforcement Officers’ and Fire Fighters’ Retirement System, Plan 1 (LEOFF 1) 
• Law Enforcement Officers’ and Fire Fighters’ Retirement System, Plan 2 LEOFF 2) 
• Washington State Patrol Retirement System, Plans 1 and 2 (WSPRS 1/2) 

A description of our methodology and the current status of the audit are provided below. 
 
Methodology 
 
Experience Study 
Major assumptions addressed in the 2001-2006 experience study include: 

Mortality rates- 
Probabilities of termination of employment, retirement, and disability 
Percentage of eligible terminations taking a deferred vested benefit 
Yearly step, merit, longevity, and promotional Salary Increases. 

 
A number of minor assumptions are also included in the study. Examples include 
assumptions regarding, percentage of members married, spouse ages, portability, and 
military service and cashouts of annual leave at retirement (as relevant to projected 
benefits). 
 
For each of these assumptions our experience study review includes: 

1. Review of the reasonability of the underlying data, 
2. Review of actuarial methods, techniques, and formulas used in the study, 
3. Review of the actual calculations involved in setting each new assumption, and 
4. Review of the reasonability of each of the new assumption 

-- all within the context of generally accepted actuarial practice and standards. 
 



 
Date: June 16, 2008 
To: Members of the Pension Funding Council 
From: Marilyn Oliver & John E. Bartel, Bartel Associates, LLC 
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411 Borel Avenue, Suite 445  San Mateo, California 94402 
main: 650/377-1600   fax: 650/345-8057  web: www.bartel-associates.com 

 

 

Current Status: We have completed our review of the following assumptions and agree 
with OSA’s preliminary assumptions: 

• Mortality projection assumption 
• Retirement rate assumptions (with the exception of LEOFF 1). 

 
We are currently in the process of reviewing the mortality, salary increase, disability, 
termination rate and deferred vested assumptions and thus may have comments in these 
areas as the audit continues. Our review of most of the minor assumptions has been 
completed.  
 
Contribution Rate Determinations 
Our actuarial audit review includes: 

1. Review of OSA data procedures and general reasonability of resulting data 
2. Verification of OSA calculation of actuarial liabilities and present values, 

including impact of plan changes since the last audited valuation, by 
recalculation using Bartel Associates computer programming 

3. Verification of OSA recognition of revised actuarial assumptions in actuarial 
liabilities and present values by recalculation using Bartel Associates computer 
programming 

4. Review of OSA calculation of the actuarial value of assets 
5. Review of contribution rate formulas and calculations 
6. Review of contribution rate changes since prior audit 

-- all within the context of generally accepted actuarial practice and standards. 
 
Current Status: 
All areas are under review. 

 
Summary 
Currently we are mid-way through our review process and anticipate completion of the 
audit in conjunction with OSA’s release of final contribution rates in July. To date there 
have been no significant points of disagreement. Please note that we have not audited 
the OSA preliminary results reports though, as described above, portions of the 
processes, formulas, software and assumptions have been addressed in the course of our 
review to date – also that the results of our review to date are preliminary and may need 
to be revisited in the final report. 
 
 
 

    
 
 
o:\clients\state of washington\2008 audit\correspondence\ba preliminary actuarial audit report 08-06-16.doc 
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TodayToday’’s Presentations Presentation

Summarize the Summarize the preliminarypreliminary results of our study and results of our study and 
recommendationsrecommendations
Help prepare you for your recommendations to the Pension Help prepare you for your recommendations to the Pension 
Funding Council next monthFunding Council next month
ThereThere’’s a lot of ground to cover todays a lot of ground to cover today
You donYou don’’t need to master the material todayt need to master the material today
Fortunately, no decisions required at this meetingFortunately, no decisions required at this meeting
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Presentation StructurePresentation Structure

Start with some backgroundStart with some background
Review recommendation summaryReview recommendation summary
Step into some details on each major assumption groupStep into some details on each major assumption group
Handouts available to supplement presentationHandouts available to supplement presentation

A more detailed reference for after the meetingA more detailed reference for after the meeting
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What Is An Experience Study?What Is An Experience Study?

Review of current assumptionsReview of current assumptions
How do they compare with actual experience?How do they compare with actual experience?
Do they need to change?Do they need to change?

Assumptions help us estimateAssumptions help us estimate
When benefits are paidWhen benefits are paid
How much is paidHow much is paid
How long theyHow long they’’re paidre paid
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Why Do We Perform Them?Why Do We Perform Them?

Things changeThings change
Ensure assumptions remain reasonableEnsure assumptions remain reasonable

Reasonable assumptions contribute to reasonable fundingReasonable assumptions contribute to reasonable funding

Important part of systematic actuarial fundingImportant part of systematic actuarial funding
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How Do We Perform Them?How Do We Perform Them?

Data drivenData driven
Over 20 years of experience in some casesOver 20 years of experience in some cases

Involve judgmentInvolve judgment
Past not always the best predictor of futurePast not always the best predictor of future

Consider impact of any changeConsider impact of any change
Reasonable conservatismReasonable conservatism

Outside review and auditOutside review and audit
Standard practice in WashingtonStandard practice in Washington
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Why Are The Results Preliminary?Why Are The Results Preliminary?

Actuarial audit in progressActuarial audit in progress
The results may changeThe results may change
Final results available in JulyFinal results available in July
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Preliminary Budget Impacts Are Short TermPreliminary Budget Impacts Are Short Term

All assumptions revisited in six yearsAll assumptions revisited in six years
Assumption changes donAssumption changes don’’t change the actual cost of benefitst change the actual cost of benefits
Actual plan costs come from actual plan experienceActual plan costs come from actual plan experience
Assumption changes impact when the costs occurAssumption changes impact when the costs occur
Financing costs versus actual costsFinancing costs versus actual costs
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Summary Of Recommended Assumption ChangesSummary Of Recommended Assumption Changes

MortalityMortality
Update tables and project future improvementUpdate tables and project future improvement
Increases shortIncreases short--term coststerm costs

RetirementRetirement
Changes to reflect later retirement and new Plan 2/3 early Changes to reflect later retirement and new Plan 2/3 early 
retirement benefitsretirement benefits
Decreases shortDecreases short--term coststerm costs

TerminationTermination
Changes to reflect fewer workers staying to retirementChanges to reflect fewer workers staying to retirement
Decreases shortDecreases short--term coststerm costs
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Summary Of Recommended Assumption Changes Summary Of Recommended Assumption Changes (Continued)(Continued)

DisabilityDisability
No significant changes requiredNo significant changes required

Salary increasesSalary increases
Lower the Lower the ““general salarygeneral salary”” increase assumptionincrease assumption
Updates to Updates to ““service basedservice based”” salary increasessalary increases
Decreases shortDecreases short--term coststerm costs

Miscellaneous assumptionsMiscellaneous assumptions
Updates to current assumptionsUpdates to current assumptions
Decreases shortDecreases short--term coststerm costs
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
All Changes Except General Salary Increase*All Changes Except General Salary Increase*

$86.2$86.2

0.10.1

0.00.0

1.01.0

7.27.2

47.847.8

$30.1$30.1

GFGF--SS

0.10.10.00.0WSPRSWSPRS

17.617.610.510.5SERSSERS

2.42.41.21.2PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

$292.3$292.3$156.6$156.6TotalTotal

70.770.723.023.0TRSTRS
$201.5$201.5$121.9$121.9PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)

* Excludes LEOFF 2.
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
All Changes Except General Salary IncreaseAll Changes Except General Salary Increase

0.62%0.62%0.29%0.29%SERSSERS

0.72%0.72%0.39%0.39%PSERSPSERS

(0.28%)(0.28%)0.00%0.00%LEOFF 1LEOFF 1

0.06%0.06%0.06%0.06%WSPRS*WSPRS*

0.86%0.86%0.54%0.54%TRSTRS
1.06%1.06%0.74%0.74%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* WSPRS member rate applies to all plan members.
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
All Assumption Changes*All Assumption Changes*

$58.7$58.7

0.00.0

0.00.0

0.80.8

4.34.3

31.131.1

$22.5$22.5

GFGF--SS

(1.2)(1.2)0.00.0WSPRSWSPRS

10.410.46.26.2SERSSERS

2.02.01.01.0PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

$207.7$207.7$113.3$113.3TotalTotal

45.945.915.015.0TRSTRS
$150.6$150.6$91.1$91.1PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)

* Excludes LEOFF 2.
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
All Assumption ChangesAll Assumption Changes

0.36%0.36%(0.01%)(0.01%)SERSSERS

0.59%0.59%0.22%0.22%PSERSPSERS

(0.48%)(0.48%)0.00%0.00%LEOFF 1LEOFF 1

(0.66%)(0.66%)(0.66%)(0.66%)WSPRS*WSPRS*

0.56%0.56%0.16%0.16%TRSTRS
0.79%0.79%0.42%0.42%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* WSPRS member rate applies to all plan members.
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Recommended Mortality AssumptionsRecommended Mortality Assumptions

O:/SCPP/2008/6-17-08 Full/3.Prelim_Exp_Study_Report.ppt 15

Mortality Mortality ““TalkTalk””

““RPRP--20002000”” mortality tablemortality table
Latest national table published by the Society of ActuariesLatest national table published by the Society of Actuaries
Industry standardIndustry standard
RP = Retired PensionersRP = Retired Pensioners
2000 = Year table was released2000 = Year table was released

““StaticStatic”” tabletable
When you donWhen you don’’t project longer life spans in the futuret project longer life spans in the future

““ProjectedProjected”” tabletable
When you project longer life spans in the futureWhen you project longer life spans in the future

““Scale AAScale AA””
A table used to project longer life spansA table used to project longer life spans
Published by the Society of ActuariesPublished by the Society of Actuaries
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The Mortality The Mortality ““TwoTwo--StepStep””

Recommend a mortality tableRecommend a mortality table
With age adjustments to fit your populationWith age adjustments to fit your population

Recommend a projection scale and methodRecommend a projection scale and method

O:/SCPP/2008/6-17-08 Full/3.Prelim_Exp_Study_Report.ppt 17

Recommended Mortality TablesRecommended Mortality Tables

Continue to use the RPContinue to use the RP--2000 mortality table2000 mortality table
Increase current age adjustments to reflect lower mortality Increase current age adjustments to reflect lower mortality 
for two groupsfor two groups

PERSPERS
Males in LEOFF, WSPRS, and PSERSMales in LEOFF, WSPRS, and PSERS

Switch from custom tables to Switch from custom tables to ““RPRP--2000 Disabled2000 Disabled”” table for table for 
retirees with disabilitiesretirees with disabilities
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Recommended Projection ScaleRecommended Projection Scale

50 percent of Scale AA50 percent of Scale AA
Applied to all plansApplied to all plans
Consistent with observed mortality improvement in our plansConsistent with observed mortality improvement in our plans
Reduces longReduces long--term financing costs if mortality improvements term financing costs if mortality improvements 
continuecontinue
Use of 50 instead of 100 percent of Scale AA recognizes that Use of 50 instead of 100 percent of Scale AA recognizes that 
future improvement may slow downfuture improvement may slow down

O:/SCPP/2008/6-17-08 Full/3.Prelim_Exp_Study_Report.ppt 19

Mortality Projection MethodsMortality Projection Methods

True generationalTrue generational
A different mortality table for each future year of the valuatioA different mortality table for each future year of the valuationn

Generational estimateGenerational estimate
A projection of the current mortality table to a fixed future A projection of the current mortality table to a fixed future 
yearyear
Can closely approximate Can closely approximate ““true generationaltrue generational”” methodmethod
Easier to administerEasier to administer

Generational estimate results in different projection years Generational estimate results in different projection years 
for each planfor each plan
Recommended methodRecommended method –– Generational estimateGenerational estimate
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Example Of Projection MethodsExample Of Projection Methods
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Recommended Years Of Projection Under Generational Recommended Years Of Projection Under Generational 
Estimate*Estimate*
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Recent Federal Legislation For PrivateRecent Federal Legislation For Private--Sector PlansSector Plans

The Pension Protection Act of 2006 (PPA) requires projection The Pension Protection Act of 2006 (PPA) requires projection 
of static mortality tablesof static mortality tables

Using 100 percent of Scale AAUsing 100 percent of Scale AA
1515--year projection for activesyear projection for actives
77--year projection for retireesyear projection for retirees

PPA takes the PPA takes the ““one size fits allone size fits all”” approach for projection approach for projection 
yearsyears

We can tailor our projection to each systemWe can tailor our projection to each system
PPA approach not required for our plansPPA approach not required for our plans

PPA does allow use of generational mortality tablesPPA does allow use of generational mortality tables
Federal government interest in public plans increasingFederal government interest in public plans increasing

O:/SCPP/2008/6-17-08 Full/3.Prelim_Exp_Study_Report.ppt 23

Is This Change Affordable? Is This Change Affordable? 

Not a question your actuary can answerNot a question your actuary can answer
However, remember that if mortality continues to improve However, remember that if mortality continues to improve 
actual plan costs will increaseactual plan costs will increase
The budget choice is to pay now or pay more laterThe budget choice is to pay now or pay more later
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Mortality Change OnlyMortality Change Only

$103.1$103.1

0.30.3

0.00.0

1.41.4

11.711.7

46.646.6

$43.1$43.1

GFGF--SS

3.33.30.00.0WSPRSWSPRS

28.828.817.117.1SERSSERS

3.23.21.71.7PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

$391.9$391.9$215.3$215.3TotalTotal

69.069.022.422.4TRSTRS
$287.6$287.6$174.0$174.0PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Mortality Change OnlyMortality Change Only

1.01%1.01%0.52%0.52%SERSSERS

0.97%0.97%0.48%0.48%PSERSPSERS

0.19%0.19%0.00%0.00%LEOFF 1LEOFF 1

1.90%1.90%1.90%1.90%WSPRS*WSPRS*

0.84%0.84%0.53%0.53%TRSTRS

1.52%1.52%1.03%1.03%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Mortality DataSupporting Mortality Data

See Attachment ASee Attachment A
Current assumptionsCurrent assumptions
Recommended assumptionsRecommended assumptions
Observed mortality improvementObserved mortality improvement

Washington State Legislature

Recommended Retirement AssumptionsRecommended Retirement Assumptions
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People Are Working Longer/Delaying RetirementPeople Are Working Longer/Delaying Retirement

Sharp decrease in retirement experience over last six yearsSharp decrease in retirement experience over last six years
Except for WSPRS, TRS 1, and LEOFF 1Except for WSPRS, TRS 1, and LEOFF 1

Possible reasonsPossible reasons
Longevity riskLongevity risk
Inflation riskInflation risk
Higher health care costsHigher health care costs
Inadequate savingsInadequate savings
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Summary Of Recommended Retirement AssumptionsSummary Of Recommended Retirement Assumptions

PERS, TRS 2/3, SERS, LEOFF 1PERS, TRS 2/3, SERS, LEOFF 1
Reduce current rates to reflect later retirementReduce current rates to reflect later retirement
Update current Plan 2/3 rates for improved early retirement Update current Plan 2/3 rates for improved early retirement 
benefitsbenefits
Latest experience blended with current assumptions to avoid Latest experience blended with current assumptions to avoid 
excessive change to current ratesexcessive change to current rates
Further reductions may be necessary next study if recent trend Further reductions may be necessary next study if recent trend 
continuescontinues

PSERSPSERS
Insufficient data at this timeInsufficient data at this time
No assumption changeNo assumption change

WSPRS and TRS 1WSPRS and TRS 1
Current assumptions are good fitCurrent assumptions are good fit
Minor updates recommendedMinor updates recommended
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Retirement Change OnlyRetirement Change Only

($1.4)($1.4)

0.00.0

0.00.0

(0.2)(0.2)

(1.9)(1.9)

7.87.8

($7.1)($7.1)

GFGF--SS

(0.5)(0.5)0.00.0WSPRSWSPRS

(4.6)(4.6)(2.7)(2.7)SERSSERS

(0.3)(0.3)(0.2)(0.2)PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

($41.4)($41.4)($27.9)($27.9)TotalTotal

11.611.63.83.8TRSTRS

($47.6)($47.6)($28.8)($28.8)PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Retirement Change OnlyRetirement Change Only

(0.16)%(0.16)%(0.06)%(0.06)%SERSSERS

(0.10)%(0.10)%0.0%0.0%PSERSPSERS

(0.15)%(0.15)%0.0%0.0%LEOFF 1LEOFF 1

(0.28)%(0.28)%(0.28)%(0.28)%WSPRS*WSPRS*

0.14%0.14%0.16%0.16%TRSTRS

(0.25)%(0.25)%(0.15)%(0.15)%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Retirement DataSupporting Retirement Data

See Attachment BSee Attachment B
Observed retirement experienceObserved retirement experience
Current assumptionsCurrent assumptions
Recommended assumptionsRecommended assumptions

Washington State Legislature

Recommended Termination AssumptionsRecommended Termination Assumptions
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Fewer Workers Are Staying To RetirementFewer Workers Are Staying To Retirement

Every system experienced more terminations than expected Every system experienced more terminations than expected 
during studyduring study
Possible reasonPossible reason

Strong economy during studyStrong economy during study
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Summary Of Recommended Termination AssumptionsSummary Of Recommended Termination Assumptions

Increase current rates for all systems to reflect fewer Increase current rates for all systems to reflect fewer 
workers staying to retirementworkers staying to retirement

Larger adjustment needed in TRSLarger adjustment needed in TRS

Latest experience blended with current assumptions Latest experience blended with current assumptions 
Further reductions may be necessary next study if recent Further reductions may be necessary next study if recent 
trend continuestrend continues
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Termination Change OnlyTermination Change Only

($19.5)($19.5)

0.00.0

0.00.0

(0.1)(0.1)

(2.6)(2.6)

(11.9)(11.9)

($4.8)($4.8)

GFGF--SS

(0.2)(0.2)0.00.0WSPRSWSPRS

(6.5)(6.5)(3.9)(3.9)SERSSERS

(0.3)(0.3)(0.1)(0.1)PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

($56.4)($56.4)($28.9)($28.9)TotalTotal

(17.7)(17.7)(5.7)(5.7)TRSTRS
($31.7)($31.7)($19.2)($19.2)PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Termination Change OnlyTermination Change Only

(0.24)%(0.24)%(0.24)%(0.24)%SERSSERS

(0.08)%(0.08)%(0.08)%(0.08)%PSERSPSERS

0.00%0.00%0.00%0.00%LEOFF 1LEOFF 1

(0.11)%(0.11)%(0.11)%(0.11)%WSPRS*WSPRS*

(0.21)%(0.21)%(0.22)%(0.22)%TRSTRS
(0.17)%(0.17)%(0.17)%(0.17)%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Termination DataSupporting Termination Data

See Attachment CSee Attachment C
Observed termination experienceObserved termination experience
Current assumptionsCurrent assumptions
Recommended assumptionsRecommended assumptions

Washington State Legislature

Recommended Disability AssumptionsRecommended Disability Assumptions
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No Significant Disability Assumption Changes RequiredNo Significant Disability Assumption Changes Required

Current assumptions provide good fit to observed experienceCurrent assumptions provide good fit to observed experience
More LEOFF 1 members electing service retirement over More LEOFF 1 members electing service retirement over 
disability retirementdisability retirement
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Summary Of Recommended Disability AssumptionsSummary Of Recommended Disability Assumptions

No change for PERS 1, PERS 2/3, and TRS 1No change for PERS 1, PERS 2/3, and TRS 1
Minor updates for TRS 2/3 and SERS 2/3Minor updates for TRS 2/3 and SERS 2/3
New assumption format for WSPRSNew assumption format for WSPRS
Update in LEOFF 1 to reflect fewer disabilities in the futureUpdate in LEOFF 1 to reflect fewer disabilities in the future
No change in PSERSNo change in PSERS

Insufficient data at this timeInsufficient data at this time



22

O:/SCPP/2008/6-17-08 Full/3.Prelim_Exp_Study_Report.ppt 42

Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Disability Change OnlyDisability Change Only

($0.2)($0.2)

0.00.0

0.00.0

0.00.0

0.10.1

(0.2)(0.2)

$0.0$0.0

GFGF--SS

(0.4)(0.4)0.00.0WSPRSWSPRS

0.30.30.20.2SERSSERS

0.00.00.00.0PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

($0.5)($0.5)$0.1$0.1TotalTotal

(0.3)(0.3)(0.1)(0.1)TRSTRS
$0.0$0.0$0.0$0.0PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Disability Change OnlyDisability Change Only

0.01%0.01%0.01%0.01%SERSSERS

0.00%0.00%0.00%0.00%PSERSPSERS

0.00%0.00%0.00%0.00%LEOFF 1LEOFF 1

(0.24)%(0.24)%(0.24)%(0.24)%WSPRS*WSPRS*

0.00%0.00%0.00%0.00%TRSTRS
0.00%0.00%0.00%0.00%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Disability DataSupporting Disability Data

See Attachment DSee Attachment D
Observed disability experienceObserved disability experience
Current assumptionsCurrent assumptions
Recommended assumptionsRecommended assumptions

Washington State Legislature

Recommended Salary AssumptionsRecommended Salary Assumptions
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We Model Two Types Of Salary IncreasesWe Model Two Types Of Salary Increases

General salary increasesGeneral salary increases
Mostly cost of living adjustmentsMostly cost of living adjustments

ServiceService--based salary increasesbased salary increases
All other forms of salary increasesAll other forms of salary increases
Modeled by years of service creditModeled by years of service credit

Both assumptions together estimate total salary growthBoth assumptions together estimate total salary growth
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ExampleExample

Joe is a new PERS 2 memberJoe is a new PERS 2 member
During his first year of employment he receives a 3 percent During his first year of employment he receives a 3 percent 
COLA and a 5 percent step increaseCOLA and a 5 percent step increase
JoeJoe’’s total salary increases by 8.15 percent during his first s total salary increases by 8.15 percent during his first 
year of employmentyear of employment
The 3 percent increase is a The 3 percent increase is a general salary increasegeneral salary increase
The 5 percent step increase is a The 5 percent step increase is a serviceservice--based increasebased increase
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Identifying ServiceIdentifying Service--Based Salary IncreasesBased Salary Increases

ServiceService--based increases and general salary increases closely based increases and general salary increases closely 
relatedrelated
Start with total salary growth by years of serviceStart with total salary growth by years of service
Then backThen back--out estimated general salary increasesout estimated general salary increases
YouYou’’re left with salary increases by years of servicere left with salary increases by years of service

ServiceService--based salary increasesbased salary increases

General salary increases difficult to identify in SERS and General salary increases difficult to identify in SERS and 
WSPRSWSPRS

Less dataLess data
More volatile resultsMore volatile results
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General Salary Increases Are Lower Than AssumedGeneral Salary Increases Are Lower Than Assumed

3.9%3.9%4.5%4.5%LEOFFLEOFF

4.2%4.2%4.5%4.5%WSPRSWSPRS

3.3%3.3%4.5%4.5%SERSSERS
3.8%3.8%4.5%4.5%TRSTRS
3.9%3.9%4.5%4.5%PERSPERS

Observed General Observed General 
Salary Increase*Salary Increase*

Assumed General Assumed General 
Salary IncreaseSalary IncreaseAnnual IncreaseAnnual Increase

* Estimated over experience study period (1984-2006).
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ServiceService--Based Salary Increases Are Higher Than AssumedBased Salary Increases Are Higher Than Assumed

With two exceptionsWith two exceptions
LEOFF and WSPRS below current assumptionsLEOFF and WSPRS below current assumptions

All other systems showed increases above current All other systems showed increases above current 
assumptions assumptions 
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Summary Of Recommended Salary AssumptionsSummary Of Recommended Salary Assumptions

Lower general salary increase assumption from 4.5 percent Lower general salary increase assumption from 4.5 percent 
to 4.25 percentto 4.25 percent

Requires a statutory change to apply next bienniumRequires a statutory change to apply next biennium
Otherwise, next review in 2009Otherwise, next review in 2009

ServiceService--based salary increasesbased salary increases
Increase current assumption in PERS, TRS, and SERSIncrease current assumption in PERS, TRS, and SERS
Lower current assumption in WSPRSLower current assumption in WSPRS
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Summary Of Recommended Salary Assumptions Summary Of Recommended Salary Assumptions (Continued)(Continued)

Why change both assumptions now?Why change both assumptions now?
Assures assumptions for total salary growth are reasonableAssures assumptions for total salary growth are reasonable

Why not lower the general salary assumption even more?Why not lower the general salary assumption even more?
Future salary growth is uncertain and could vary from past Future salary growth is uncertain and could vary from past 
experienceexperience
II--732 (TRS)732 (TRS)
New state collective bargaining (PERS)New state collective bargaining (PERS)
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Salary Change Salary Change –– Service Based OnlyService Based Only

$8.4$8.4

(0.1)(0.1)

0.00.0

0.00.0

0.70.7

6.76.7

$1.1$1.1

GFGF--SS

(1.3)(1.3)0.00.0WSPRSWSPRS

1.71.71.01.0SERSSERS

0.10.10.00.0PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

$18.0$18.0$8.9$8.9TotalTotal

9.99.93.23.2TRSTRS
$7.6$7.6$4.6$4.6PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Salary Change Salary Change –– Service Based OnlyService Based Only

0.06%0.06%0.06%0.06%SERSSERS

0.02%0.02%0.02%0.02%PSERSPSERS

0.00%0.00%0.00%0.00%LEOFF 1LEOFF 1

(0.72)%(0.72)%(0.72)%(0.72)%WSPRS*WSPRS*

0.12%0.12%0.12%0.12%TRSTRS

0.04%0.04%0.04%0.04%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Salary Change Salary Change –– General OnlyGeneral Only

($27.5)($27.5)

(0.1)(0.1)

0.00.0

(0.2)(0.2)

(2.9)(2.9)

(16.7)(16.7)

($7.6)($7.6)

GFGF--SS

(1.3)(1.3)0.00.0WSPRSWSPRS

(7.2)(7.2)(4.3)(4.3)SERSSERS

(0.4)(0.4)(0.2)(0.2)PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

($84.6)($84.6)($43.3)($43.3)TotalTotal

(24.8)(24.8)(8.0)(8.0)TRSTRS
($50.9)($50.9)($30.8)($30.8)PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Salary Change Salary Change –– General OnlyGeneral Only

(0.26%)(0.26%)(0.30%)(0.30%)SERSSERS

(0.13%)(0.13%)(0.18%)(0.18%)PSERSPSERS

(0.19%)(0.19%)0.00%0.00%LEOFF 1LEOFF 1

(0.72%)(0.72%)(0.72%)(0.72%)WSPRS*WSPRS*

(0.30%)(0.30%)(0.38%)(0.38%)TRSTRS
(0.27%)(0.27%)(0.31%)(0.31%)PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Salary DataSupporting Salary Data

See Attachment ESee Attachment E
Current assumptionsCurrent assumptions
Observed salary increasesObserved salary increases
Recommended assumptionsRecommended assumptions
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Washington State Legislature

Recommended Miscellaneous AssumptionsRecommended Miscellaneous Assumptions
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Miscellaneous AssumptionsMiscellaneous Assumptions

All other assumptions in our modelAll other assumptions in our model
CashCash--outs during average final compensation periodouts during average final compensation period
Military service creditMilitary service credit
Probability of terminating and leaving contributionsProbability of terminating and leaving contributions
““Certain periodCertain period”” for pension paymentsfor pension payments
Selection of optional Selection of optional ““joint and survivorjoint and survivor”” payment formspayment forms
Probability of a survivor annuityProbability of a survivor annuity
Default data where missingDefault data where missing

Age difference between member and beneficiaryAge difference between member and beneficiary
Gender codeGender code

Etc.Etc.
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Summary Of Recommended Miscellaneous AssumptionsSummary Of Recommended Miscellaneous Assumptions

Updates to current assumptionsUpdates to current assumptions
Most of these assumptions have very small impactsMost of these assumptions have very small impacts
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Preliminary 2009Preliminary 2009--11 Budget Impacts 11 Budget Impacts 
Miscellaneous Change OnlyMiscellaneous Change Only

($4.3)($4.3)

0.00.0

0.00.0

(0.1)(0.1)

(0.8)(0.8)

(1.2)(1.2)

($2.2)($2.2)

GFGF--SS

(0.8)(0.8)0.00.0WSPRSWSPRS

(2.1)(2.1)(1.2)(1.2)SERSSERS

(0.3)(0.3)(0.2)(0.2)PSERSPSERS

0.00.00.00.0LEOFF 1LEOFF 1

($19.4)($19.4)($10.7)($10.7)TotalTotal

(1.8)(1.8)(0.6)(0.6)TRSTRS
($14.4)($14.4)($8.7)($8.7)PERSPERS

Total Total 
EmployerEmployer

LocalLocal
GovGov’’tt

Increase Increase 
($ in millions)($ in millions)
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Preliminary Contribution Rate Impacts Preliminary Contribution Rate Impacts 
Miscellaneous Change OnlyMiscellaneous Change Only

(0.07)%(0.07)%(0.01)%(0.01)%SERSSERS

(0.09)%(0.09)%(0.03)%(0.03)%PSERSPSERS

(0.32)%(0.32)%0.00%0.00%LEOFF 1LEOFF 1

(0.47)%(0.47)%(0.47)%(0.47)%WSPRS*WSPRS*

(0.02)%(0.02)%(0.05)%(0.05)%TRSTRS
(0.08)%(0.08)%(0.02)%(0.02)%PERSPERS

Total Total 
EmployerEmployer

Plan 2 Plan 2 
MemberMemberIncreaseIncrease

* Member rate applies to all plan members.
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Supporting Miscellaneous DataSupporting Miscellaneous Data

See Attachment FSee Attachment F
Recommended assumptionsRecommended assumptions
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RecapRecap

Reasonable assumptions contribute to reasonable fundingReasonable assumptions contribute to reasonable funding
Important part of systematic actuarial fundingImportant part of systematic actuarial funding
Assumption changes impact shortAssumption changes impact short--term budgetsterm budgets

Financing costsFinancing costs

Actual plan costs come from actual benefits paidActual plan costs come from actual benefits paid
Actual costsActual costs

Pay now or pay more laterPay now or pay more later
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Next StepsNext Steps

PFC to receive preliminary experience study report on PFC to receive preliminary experience study report on 
June 23, 2008June 23, 2008
SCPP to receive preliminary PFC audit report for JulySCPP to receive preliminary PFC audit report for July
SCPP to recommend assumptions/contribution rates to PFC SCPP to recommend assumptions/contribution rates to PFC 
in Julyin July
PFC to adopt assumptions/contribution rates by PFC to adopt assumptions/contribution rates by 
July 31, 2008July 31, 2008
Final experience study report released in AugustFinal experience study report released in August



Attachment A June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary  A-1 

Attachment A 
 

Mortality Rates for Active Employees and Retirees Without Disabilities 
 Current Recommended 

Plan 
Mortality 

Rates Projection 
Male Age 

Offset 
Female 

Age Offset 
Mortality 

Rates Projection 
Male Age 

Offset 
Female 

Age Offset
PERS 1 RP 2000 H None 0 0 RP 2000 H 2018 -1 -1 

PERS 2/3 RP 2000 H None 0 0 RP 2000 H 2031 -1 -1 
TRS 1 RP 2000 H None -2 -2 RP 2000 H 2018 -2 -2 

TRS 2/3 RP 2000 H None -2 -2 RP 2000 H 2036 -2 -2 
SERS RP 2000 H None 0 -2 RP 2000 H 2030 0 -2 

PSERS RP 2000 H None 0 0 RP 2000 H 2038 -1 -1 
WSPRS RP 2000 H None 0 0 RP 2000 H 2028 -1 1 
LEOFF 1 RP 2000 H None 0 0 RP 2000 H 2019 -1 1 
LEOFF 2 RP 2000 H None 0 0 RP 2000 H 2034 -1 1 

 
Mortality Rates for Retirees With Disabilities 

 Current Recommended 

Plan 
Mortality 

Rates Projection
Male Age 

Offset 
Female Age 

Offset 
Mortality 

Rates Projection
Male Age 

Offset 
Female 

Age Offset 
PERS 1 Custom Table None 0 0 RP 2000 D 2018 0 0 

PERS 2/3 Custom Table None 0 0 RP 2000 D 2031 0 0 
TRS 1 Custom Table None 0 0 RP 2000 D 2018 0 0 

TRS 2/3 Custom Table None 0 0 RP 2000 D 2036 0 0 
SERS Custom Table None 0 0 RP 2000 D 2030 0 0 

PSERS Custom Table None 0 0 RP 2000 D 2038 0 0 

WSPRS Custom Table None 0 0 RP 2000 D 2028 0 0 
LEOFF 1 Custom Table None 0 0 RP 2000 H 2019 3 3 
LEOFF 2 Custom Table None 0 0 RP 2000 D 2034 0 0 
*Projection uses 50% of Scale AA.   
RP 2000 H is the table used for active employees and non-disabled retirees.   
RP 2000 D is the table used for retirees with disabilities.   



Attachment A June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary  A-2 

Sample of Recommended Mortality Rates (New) Vs. Current Mortality Rates (Old) 
 

Sample of Healthy Male Mortality Rates by Age 
Plan PERS 1 PERS 2/3 TRS 1 TRS 2/3 SERS 2/3 
Type New Old New Old New Old New Old New Old 

Projection 
Year 2018 N/A 2031 N/A 2018 N/A 2036 N/A 2030 N/A 
20 0.029% 0.034% 0.026% 0.034% 0.029% 0.034% 0.024% 0.034% 0.026% 0.034% 
25 0.034% 0.038% 0.032% 0.038% 0.034% 0.037% 0.031% 0.037% 0.032% 0.038% 
30 0.039% 0.044% 0.038% 0.044% 0.038% 0.039% 0.036% 0.039% 0.041% 0.044% 
35 0.067% 0.077% 0.065% 0.077% 0.060% 0.063% 0.058% 0.063% 0.072% 0.077% 
40 0.095% 0.108% 0.090% 0.108% 0.090% 0.096% 0.084% 0.096% 0.096% 0.108% 
45 0.124% 0.151% 0.114% 0.151% 0.116% 0.130% 0.103% 0.130% 0.124% 0.151% 
50 0.170% 0.214% 0.151% 0.214% 0.159% 0.186% 0.135% 0.186% 0.163% 0.214% 
55 0.269% 0.362% 0.237% 0.362% 0.245% 0.292% 0.206% 0.292% 0.272% 0.362% 
60 0.514% 0.675% 0.463% 0.675% 0.456% 0.527% 0.395% 0.527% 0.530% 0.675% 
65 0.994% 1.274% 0.907% 1.274% 0.882% 1.001% 0.777% 1.001% 1.032% 1.274% 
70 1.732% 2.220% 1.570% 2.220% 1.563% 1.787% 1.365% 1.787% 1.772% 2.220% 
75 2.983% 3.783% 2.723% 3.783% 2.674% 3.038% 2.356% 3.038% 3.065% 3.783% 
80 5.285% 6.436% 4.952% 6.436% 4.748% 5.212% 4.339% 5.212% 5.538% 6.436% 
85 9.368% 11.075% 8.950% 11.075% 8.410% 8.971% 7.896% 8.971% 9.970% 11.075% 
90 16.029% 18.341% 15.617% 18.341% 14.504% 15.059% 13.991% 15.059% 17.272% 18.341% 
95 24.585% 26.749% 24.267% 26.749% 22.915% 23.366% 22.506% 23.366% 25.958% 26.749% 
100 32.971% 34.456% 32.971% 34.456% 31.482% 31.530% 31.482% 31.530% 34.456% 34.456% 
105 39.200% 39.789% 39.200% 39.789% 38.304% 38.304% 38.304% 38.304% 39.789% 39.789% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 
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Sample of Healthy Male Mortality Rates by Age 

Plan PSERS 2 LEOFF 1 WSPRS 1/2 
Type New Old New Old New Old 

Projection 
Year 2038 N/A 2019 N/A 2028 N/A 
20 0.024% 0.034% 0.029% 0.034% 0.026% 0.034% 
25 0.031% 0.038% 0.034% 0.038% 0.033% 0.038% 
30 0.037% 0.044% 0.039% 0.044% 0.038% 0.044% 
35 0.064% 0.077% 0.067% 0.077% 0.065% 0.077% 
40 0.088% 0.108% 0.095% 0.108% 0.091% 0.108% 
45 0.109% 0.151% 0.124% 0.151% 0.117% 0.151% 
50 0.142% 0.214% 0.168% 0.214% 0.155% 0.214% 
55 0.222% 0.362% 0.266% 0.362% 0.244% 0.362% 
60 0.438% 0.675% 0.510% 0.675% 0.475% 0.675% 
65 0.864% 1.274% 0.987% 1.274% 0.927% 1.274% 
70 1.490% 2.220% 1.719% 2.220% 1.606% 2.220% 
75 2.592% 3.783% 2.962% 3.783% 2.780% 3.783% 
80 4.781% 6.436% 5.259% 6.436% 5.027% 6.436% 
85 8.733% 11.075% 9.335% 11.075% 9.045% 11.075% 
90 15.400% 18.341% 15.997% 18.341% 15.711% 18.341% 
95 24.098% 26.749% 24.560% 26.749% 24.340% 26.749% 
100 32.971% 34.456% 32.971% 34.456% 32.971% 34.456% 
105 39.200% 39.789% 39.200% 39.789% 39.200% 39.789% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Healthy Female Mortality Rates by Age 

Plan PERS 1 PERS 2/3 TRS 1 TRS 2/3 SERS 2/3 
Type New Old New Old New Old New Old New Old 

Projection 
Year 2018 N/A 2031 N/A 2018 N/A 2036 N/A 2030 N/A 
20 0.017% 0.019% 0.015% 0.019% 0.017% 0.019% 0.014% 0.019% 0.015% 0.019% 
25 0.018% 0.021% 0.016% 0.021% 0.017% 0.020% 0.015% 0.020% 0.016% 0.020% 
30 0.023% 0.026% 0.021% 0.026% 0.021% 0.023% 0.020% 0.023% 0.020% 0.023% 
35 0.039% 0.047% 0.037% 0.047% 0.036% 0.039% 0.032% 0.039% 0.033% 0.039% 
40 0.057% 0.071% 0.051% 0.071% 0.052% 0.060% 0.046% 0.060% 0.048% 0.060% 
45 0.089% 0.112% 0.080% 0.112% 0.081% 0.094% 0.070% 0.094% 0.074% 0.094% 
50 0.133% 0.168% 0.119% 0.168% 0.123% 0.143% 0.105% 0.143% 0.111% 0.143% 
55 0.225% 0.272% 0.213% 0.272% 0.204% 0.221% 0.190% 0.221% 0.195% 0.221% 
60 0.425% 0.505% 0.411% 0.505% 0.375% 0.392% 0.358% 0.392% 0.364% 0.392% 
65 0.824% 0.971% 0.798% 0.971% 0.731% 0.765% 0.699% 0.765% 0.709% 0.765% 
70 1.421% 1.674% 1.375% 1.674% 1.285% 1.344% 1.229% 1.344% 1.247% 1.344% 
75 2.372% 2.810% 2.252% 2.810% 2.140% 2.297% 1.991% 2.297% 2.040% 2.297% 
80 3.897% 4.588% 3.723% 4.588% 3.530% 3.759% 3.314% 3.759% 3.384% 3.759% 
85 6.576% 7.744% 6.324% 7.744% 5.913% 6.250% 5.601% 6.250% 5.703% 6.250% 
90 11.598% 13.168% 11.374% 13.168% 10.429% 10.730% 10.151% 10.730% 10.242% 10.730%
95 17.954% 19.451% 17.722% 19.451% 16.739% 17.043% 16.440% 17.043% 16.539% 17.043%
100 23.104% 23.747% 23.104% 23.747% 22.361% 22.395% 22.361% 22.395% 22.361% 22.395%
105 27.906% 29.312% 27.906% 29.312% 26.604% 26.604% 26.604% 26.604% 26.604% 26.604%
110 100.000% 100.000% 100.000% 100.000% 100.000% 33.744% 100.000% 33.744% 100.000% 33.744%
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Sample of Healthy Female Mortality Rates by Age 

Plan PSERS 2 LEOFF 1 WSPRS 1/2 
Type New Old New Old New Old 

Projection 
Year 2038 N/A 2019 N/A 2028 N/A 
20 0.014% 0.019% 0.016% 0.019% 0.015% 0.019% 
25 0.015% 0.021% 0.019% 0.021% 0.018% 0.021% 
30 0.020% 0.026% 0.028% 0.026% 0.027% 0.026% 
35 0.035% 0.047% 0.046% 0.047% 0.044% 0.047% 
40 0.049% 0.071% 0.067% 0.071% 0.063% 0.071% 
45 0.076% 0.112% 0.105% 0.112% 0.098% 0.112% 
50 0.112% 0.168% 0.158% 0.168% 0.146% 0.168% 
55 0.208% 0.272% 0.287% 0.272% 0.277% 0.272% 
60 0.404% 0.505% 0.554% 0.505% 0.542% 0.505% 
65 0.784% 0.971% 1.045% 0.971% 1.021% 0.971% 
70 1.351% 1.674% 1.769% 1.674% 1.730% 1.674% 
75 2.189% 2.810% 2.870% 2.810% 2.768% 2.810% 
80 3.633% 4.588% 4.751% 4.588% 4.603% 4.588% 
85 6.192% 7.744% 8.171% 7.744% 7.953% 7.744% 
90 11.255% 13.168% 14.054% 13.168% 13.865% 13.168% 
95 17.598% 19.451% 20.151% 19.451% 19.971% 19.451% 
100 23.104% 23.747% 24.483% 23.747% 24.483% 23.747% 
105 27.906% 29.312% 30.781% 29.312% 30.781% 29.312% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Disabled Male Mortality Rates by Age 

Plan PERS 1 PERS 2/3 TRS 1 TRS 2/3 SERS 2/3 
Type New Old New Old New Old New Old New Old 

Projection 
Year 2018 N/A 2031 N/A 2018 N/A 2036 N/A 2030 N/A 
20 1.901% 5.000% 1.679% 5.000% 1.901% 3.000% 1.601% 3.000% 1.695% 3.000% 
25 2.062% 5.000% 1.932% 5.000% 2.062% 3.000% 1.884% 3.000% 1.942% 3.000% 
30 2.158% 5.000% 2.089% 5.000% 2.158% 3.000% 2.063% 3.000% 2.094% 3.000% 
35 2.158% 5.000% 2.089% 5.000% 2.158% 3.000% 2.063% 3.000% 2.094% 3.000% 
40 2.100% 5.000% 1.993% 5.000% 2.100% 3.000% 1.954% 3.000% 2.001% 3.000% 
45 2.007% 5.000% 1.844% 5.000% 2.007% 3.000% 1.785% 3.000% 1.856% 3.000% 
50 2.462% 5.000% 2.189% 5.000% 2.462% 3.000% 2.093% 3.000% 2.209% 3.000% 
55 2.985% 5.000% 2.636% 5.000% 2.985% 3.000% 2.514% 3.000% 2.662% 3.000% 
60 3.638% 5.000% 3.278% 5.000% 3.638% 3.000% 3.148% 3.000% 3.304% 3.000% 
65 4.421% 5.000% 4.036% 5.000% 4.421% 3.000% 3.896% 3.000% 4.064% 3.000% 
70 5.465% 5.000% 4.956% 5.000% 5.465% 3.783% 4.773% 3.783% 4.993% 3.783% 
75 7.232% 7.204% 6.601% 7.204% 7.232% 6.437% 6.373% 6.437% 6.647% 6.437% 
80 9.994% 12.280% 9.363% 12.280% 9.994% 11.076% 9.131% 11.076% 9.410% 11.076% 
85 13.294% 19.977% 12.702% 19.977% 13.294% 18.341% 12.481% 18.341% 12.747% 18.341% 
90 17.692% 28.391% 17.237% 28.391% 17.692% 26.749% 17.065% 26.749% 17.272% 26.749% 
95 26.272% 35.863% 25.932% 35.863% 26.272% 34.456% 25.803% 34.456% 25.958% 34.456% 
100 34.456% 40.000% 34.456% 40.000% 34.456% 39.789% 34.456% 39.789% 34.456% 39.789% 
105 39.789% 40.000% 39.789% 40.000% 39.789% 40.000% 39.789% 40.000% 39.789% 40.000% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Disabled Male Mortality Rates by Age 

Plan PSERS 2 LEOFF 1 WSPRS 1/2 
Type New Old New Old New Old 

Projection 
Year 2038 N/A 2019 N/A 2028 N/A 
20 1.570% 5.000% 0.031% 0.500% 1.728% 0.500% 
25 1.866% 5.000% 0.036% 0.500% 1.962% 0.500% 
30 2.052% 5.000% 0.060% 0.500% 2.104% 0.500% 
35 2.052% 5.000% 0.092% 0.500% 2.104% 0.500% 
40 1.938% 5.000% 0.120% 0.500% 2.017% 0.500% 
45 1.762% 5.000% 0.164% 0.500% 1.880% 0.500% 
50 2.055% 5.000% 0.245% 0.500% 2.249% 0.500% 
55 2.466% 5.000% 0.442% 0.500% 2.713% 0.500% 
60 3.098% 5.000% 0.862% 0.876% 3.357% 0.876% 
65 3.842% 5.000% 1.564% 1.608% 4.122% 1.608% 
70 4.701% 5.000% 2.634% 2.728% 5.069% 2.728% 
75 6.284% 7.204% 4.575% 4.691% 6.741% 4.691% 
80 9.040% 12.280% 8.181% 8.049% 9.505% 8.049% 
85 12.394% 19.977% 14.131% 13.604% 12.836% 13.604% 
90 16.997% 28.391% 22.528% 21.661% 17.341% 21.661% 
95 25.751% 35.863% 30.982% 29.985% 26.010% 29.985% 
100 34.456% 40.000% 38.304% 37.169% 34.456% 37.169% 
105 39.789% 40.000% 40.000% 40.000% 39.789% 40.000% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Disabled Female Mortality Rates by Age 

Plan PERS 1 PERS 2/3 TRS 1 TRS 2/3 SERS 2/3 
Type New Old New Old New Old New Old New Old 

Projection 
Year 2018 N/A 2031 N/A 2018 N/A 2036 N/A 2030 N/A 
20 0.645% 3.500% 0.581% 3.500% 0.645% 1.750% 0.558% 1.750% 0.585% 3.000% 
25 0.657% 3.500% 0.599% 3.500% 0.657% 1.750% 0.579% 1.750% 0.603% 3.000% 
30 0.681% 3.500% 0.638% 3.500% 0.681% 1.750% 0.622% 1.750% 0.641% 3.000% 
35 0.675% 3.500% 0.628% 3.500% 0.675% 1.750% 0.611% 1.750% 0.631% 3.000% 
40 0.651% 3.500% 0.590% 3.500% 0.651% 1.750% 0.568% 1.750% 0.594% 3.000% 
45 0.645% 3.500% 0.581% 3.500% 0.645% 1.750% 0.558% 1.750% 0.585% 3.000% 
50 0.989% 3.500% 0.885% 3.500% 0.989% 1.750% 0.848% 1.750% 0.893% 3.000% 
55 1.539% 3.500% 1.461% 3.500% 1.539% 1.750% 1.432% 1.750% 1.467% 3.000% 
60 2.088% 3.500% 2.021% 3.500% 2.088% 1.750% 1.996% 1.750% 2.026% 3.000% 
65 2.679% 3.500% 2.593% 3.500% 2.679% 1.750% 2.561% 1.750% 2.600% 3.000% 
70 3.598% 3.500% 3.483% 3.500% 3.598% 2.067% 3.439% 2.067% 3.491% 3.000% 
75 4.859% 5.078% 4.613% 5.078% 4.859% 3.411% 4.521% 3.411% 4.631% 3.411% 
80 6.789% 8.638% 6.486% 8.638% 6.789% 5.629% 6.374% 5.629% 6.509% 5.629% 
85 9.493% 14.460% 9.129% 14.460% 9.493% 9.634% 8.993% 9.634% 9.157% 9.634% 
90 13.632% 20.538% 13.368% 20.538% 13.632% 15.762% 13.268% 15.762% 13.388% 15.762% 
95 19.104% 24.483% 18.857% 24.483% 19.104% 21.524% 18.763% 21.524% 18.876% 21.524% 
100 23.747% 30.781% 23.747% 30.781% 23.747% 25.450% 23.747% 25.450% 23.747% 25.450% 
105 29.312% 37.625% 29.312% 37.625% 29.312% 32.273% 29.312% 32.273% 29.312% 32.273% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Disabled Female Mortality Rates by Age 

Plan PSERS 2 LEOFF 1 WSPRS 1/2 
Type New Old New Old New Old 

Projection 
Year 2038 N/A 2019 N/A 2028 N/A 

20 0.549% 3.500% 0.017% 0.500% 0.595% 0.500% 
25 0.570% 3.500% 0.021% 0.500% 0.612% 0.500% 
30 0.616% 3.500% 0.036% 0.500% 0.647% 0.500% 
35 0.604% 3.500% 0.054% 0.500% 0.638% 0.500% 
40 0.560% 3.500% 0.081% 0.500% 0.603% 0.500% 
45 0.549% 3.500% 0.123% 0.500% 0.595% 0.500% 
50 0.834% 3.500% 0.189% 0.500% 0.908% 0.500% 
55 1.421% 3.500% 0.365% 0.500% 1.479% 0.500% 
60 1.986% 3.500% 0.729% 0.666% 2.036% 0.666% 
65 2.548% 3.500% 1.282% 1.216% 2.613% 1.216% 
70 3.422% 3.500% 2.184% 2.067% 3.509% 2.067% 
75 4.485% 5.078% 3.489% 3.411% 4.669% 3.411% 
80 6.329% 8.638% 5.848% 5.629% 6.555% 5.629% 
85 8.939% 14.460% 10.165% 9.634% 9.212% 9.634% 
90 13.228% 20.538% 16.589% 15.762% 13.428% 15.762% 
95 18.725% 24.483% 22.006% 21.524% 18.914% 21.524% 
100 23.747% 30.781% 26.604% 25.450% 23.747% 25.450% 
105 29.312% 37.625% 33.744% 32.273% 29.312% 32.273% 
110 100.000% 100.000% 100.000% 100.000% 100.000% 100.000%
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Sample of Observed Mortality Improvement 
 

We first measured annual mortality improvement for five-year age groupings for PERS, 
TRS, and LEOFF.  We did not analyze SERS or WSPRS because they did not have 
enough data.  We then compared the mortality improvement in the data to Scale AA 
(standard table) in order to determine what percentage of Scale AA we should use.  
The system-specific results are found on pages A-11 through A-16. 
 
We used six different measures of mortality improvement for each system.  We 
calculated a simple average for all age groupings and for all age groupings with 
outliers excluded.  We calculated a weighted average based on the number of lives in 
each age grouping for all age groupings and for all age groupings with outliers 
excluded.  We also calculated a weighted average based on the number of deaths in 
each age grouping for all age groupings and for all age groupings with outliers 
excluded.  Each measure provided a slightly different result; however, analyzing 
different measures allowed us to be more comfortable with the final 
recommendation. 
 
Next, we decided to combine the mortality improvement for PERS, TRS, and LEOFF 
because we thought one general number for all three systems was better than the 
perception of a precise number for each system.  We combined the three systems’ 
mortality improvement with the same six measures of mortality improvement 
mentioned in the previous paragraph.  This provided us with (3 x 6) 18 different 
measures of general mortality improvement across all systems.  These calculations 
are not provided in this attachment, but the results are summarized on page A-10. 
 
The 18 different measurements were then ranked in order to determine the expected 
value and variability of mortality improvement in our data.  The expected value is 
about 59 percent of Scale AA.  The range of mortality improvement is more likely 
than not to be between 33 percent and 81 percent of Scale AA.  These results are 
found on page A-10. 
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Observed Improvement 

as a % of Scale AA Percentile

19.6% 5% 
24.2% 11% 
32.1% 16% 
32.1% 21% 
33.5% 26% 
38.0% 32% 
39.3% 37% 
41.7% 42% 
64.2% 47% 
69.1% 53% 
69.3% 58% 
70.5% 63% 
79.5% 68% 
80.7% 74% 
84.7% 79% 
93.8% 84% 
95.3% 89% 
95.3% 95% 
59.1% Average 
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PERS mortality improvement by age grouping for males and females 
 

PERS Male Annual Mortality Improvement 

Ages 
Observed 

(PERS) 
Scale 

AA 

PERS as a 
% of Scale 

AA 

PERS as a % 
of Scale AA 
Excluding 
Outliers 

20-24  1.58%   
25-29  0.58%   
30-34 -2.85% 0.50% -569.83%  
35-39 3.62% 0.57% 635.26%  
40-44 -1.99% 1.02% -195.32% -195.32% 
45-49 -0.43% 1.51% -28.31% -28.31% 
50-54 0.69% 1.94% 35.75% 35.75% 
55-59 2.07% 1.70% 121.55% 121.55% 
60-64 2.93% 1.45% 201.74% 201.74% 
65-69 2.13% 1.36% 156.97% 156.97% 
70-74 1.71% 1.50% 114.20% 114.20% 
75-79 1.55% 1.28% 121.34% 121.34% 
80-84 0.77% 0.85% 90.50% 90.50% 
85-89 -0.47% 0.61% -76.96% -76.96% 
90-94 -0.55% 0.35% -156.30% -156.30% 
95-99 1.20% 0.18% 669.35%  

Average   80.00% 35.02% 
Weighted Average (Lives) 50.57% 32.26% 
Weighted Average (Deaths) 80.64% 67.02% 
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PERS Female Annual Mortality Improvement 

Ages 
Observed 

(PERS) 
Scale 

AA 

PERS as a 
% of Scale 

AA 

PERS as a % 
of Scale AA 
Excluding 
Outliers 

20-24  1.62%   
25-29  1.22%   
30-34 -1.36% 0.90% -150.57% -150.57% 
35-39 -0.37% 1.32% -27.92% -27.92% 
40-44 -1.18% 1.50% -78.91% -78.91% 
45-49 -6.80% 1.74% -391.02%  
50-54 -1.13% 1.39% -81.37% -81.37% 
55-59 0.17% 0.57% 29.12% 29.12% 
60-64 2.04% 0.50% 407.96%  
65-69 0.87% 0.50% 174.57% 174.57% 
70-74 1.13% 0.62% 182.58% 182.58% 
75-79 1.11% 0.74% 150.29% 150.29% 
80-84 0.71% 0.70% 100.96% 100.96% 
85-89 1.00% 0.45% 221.37% 221.37% 
90-94 -0.49% 0.27% -179.94% -179.94% 
95-99 1.27% 0.16% 792.15%  

Average   82.09% 30.93% 
Weighted Average (Lives) -26.73% -1.93% 
Weighted Average (Deaths) 147.29% 106.36% 
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TRS mortality improvement by age grouping for males and females 
 

TRS Male Annual Mortality Improvement 

Ages 
Observed 

(TRS) 
Scale 

AA 

TRS as a % 
of Scale 

AA 

TRS as a % of 
Scale AA 
Excluding 
Outliers 

20-24  1.58%   
25-29  0.58%   
30-34  0.50%   
35-39  0.57%   
40-44 4.11% 1.02% 402.70%  
45-49 -0.03% 1.51% -2.04% -2.04% 
50-54 1.67% 1.94% 85.94% 85.94% 
55-59 0.61% 1.70% 36.05% 36.05% 
60-64 2.77% 1.45% 191.00% 191.00% 
65-69 1.41% 1.36% 103.54% 103.54% 
70-74 1.54% 1.50% 102.97% 102.97% 
75-79 0.32% 1.28% 24.86% 24.86% 
80-84 0.08% 0.85% 9.63% 9.63% 
85-89 -0.80% 0.61% -130.47% -130.47% 
90-94 -1.10% 0.35% -314.78%  
95-99  0.18%   

Average   46.31% 46.83% 
Weighted Average (Lives) 115.48% 69.95% 
Weighted Average (Deaths) 10.82% 34.56% 
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TRS Female Annual Mortality Improvement 

Ages 
Observed 

(TRS) 
Scale 

AA 

TRS as a 
% of Scale 

AA 

TRS as a % of 
Scale AA 
Excluding 
Outliers 

20-24  1.62%   
25-29  1.22%   
30-34  0.90%   
35-39  1.32%   
40-44 -2.98% 1.50% -198.43% -198.43% 
45-49 0.97% 1.74% 55.63% 55.63% 
50-54 1.65% 1.39% 118.84% 118.84% 
55-59 2.82% 0.57% 495.14%  
60-64 2.51% 0.50% 501.03%  
65-69 0.57% 0.50% 113.05% 113.05% 
70-74 0.02% 0.62% 3.66% 3.66% 
75-79 0.43% 0.74% 58.00% 58.00% 
80-84 0.76% 0.70% 108.87% 108.87% 
85-89 0.38% 0.45% 85.53% 85.53% 
90-94 -0.87% 0.27% -321.93% -321.93% 
95-99  0.16%   

Average   92.67% 2.58% 
Weighted Average (Lives) 116.56% 14.36% 
Weighted Average (Deaths) 8.78% -18.24% 
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LEOFF mortality improvement by age grouping for males and females 
 

LEOFF Male Annual Mortality Improvement 

Ages 
Observed
(LEOFF) 

Scale 
AA 

LEOFF as 
a % of 

Scale AA 

LEOFF as a % of 
Scale AA 
Excluding 
Outliers 

20-24     
25-29     
30-34     
35-39     
40-44 -2.54% 1.02% -248.95% -248.95% 
45-49 4.21% 1.51% 278.82% 278.82% 
50-54 3.92% 1.94% 201.99% 201.99% 
55-59 5.24% 1.70% 308.27% 308.27% 
60-64 3.34% 1.45% 230.27% 230.27% 
65-69 3.93% 1.36% 289.02% 289.02% 
70-74 0.92% 1.50% 61.05% 61.05% 
75-79 1.63% 1.28% 127.08% 127.08% 
80-84 2.58% 0.85% 303.05% 303.05% 
85-89     
90-94     
95-99     

Average   172.29% 172.29% 
Weighted Average (Lives) 94.63% 94.63% 
Weighted Average (Deaths) 188.97% 188.97% 
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LEOFF Female Annual Mortality Improvement 

Ages 
Observed
(LEOFF) 

Scale 
AA 

LEOFF as 
a % of 

Scale AA 

LEOFF as a % 
of Scale AA 
Excluding 
Outliers 

20-24  1.62%   
25-29  1.22%   
30-34  0.90%   
35-39  1.32%   
40-44  1.50%   
45-49  1.74%   
50-54  1.39%   
55-59  0.57%   
60-64 -4.01% 0.50% -801.86%  
65-69 3.12% 0.50% 624.45%  
70-74 -0.54% 0.62% -87.39% -87.39% 
75-79 -0.24% 0.74% -32.41% -32.41% 
80-84 3.29% 0.70% 470.38%  
85-89  0.45%   
90-94  0.27%   
95-99  0.16%   

Average   34.64% -59.90% 
Weighted Average (Lives) 32.40% -62.28% 
Weighted Average (Deaths) 112.49% -55.54% 
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Attachment B 

Retirement Rates  

PERS 

Observed Experience 

Fewer of PERS members retired during the study period than our assumptions 
predicted.  The previous retirement assumptions predicted about 82 percent of the 
actual PERS 1 retirements and about 58 percent of the PERS 2/3 retirements we saw 
during the study period. 

The following table shows the actual and expected retirements for PERS 1 by gender 
and age using the current assumptions. 

 

PERS Plan 1 Retirements By Age 
From 1995-2006 Using Current Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

45-49 281 - NA  203 - NA 
50-54 2,811 3,395 0.83  1,428 1,681 1 
55-59 3,430 4,011 0.86  2,879 3,288 0.88 
60-64 3,410 3,989 0.85  4,140 4,727 0.88 
65-69 833 1,019 0.82  1,189 1,377 0.86 
70-74 127 550 0.23  190 903 0.21 
75-79 31 159 0.19  44 305 0.14 
80+ 9 45 0.20  22 101 0.22 

Total 10,932 13,169 0.83  10,095 12,381 0.82 
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The following table shows the actual and expected retirements for PERS 2/3 by 
gender and age using the current assumptions. 

 

PERS Plans 2/3 Retirements By Age 
From 1995-2006 Using Current Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

55-59 168 724 0.23  231 473 0.49 
60-64 1,288 2,014 0.64  1,268 2,019 0.63 
65-69 1,930 2,275 0.85  1,897 2,199 0.86 
70-74 239 1,133 0.21  266 1,210 0.22 
75-79 55 228 0.24  58 309 0.19 
80+ 14 62 0.23  16 69 0.23 

Total 3,694 6,437 0.57  3,736 6,279 0.60 
 

Current and Recommended PERS Retirement Rates 

The table below shows the actual retirement rates over the last two six-year 
experience study periods, over the twelve-year period, and our current and the 
recommended retirement assumptions by Plan and by gender. 

 

Recommended rates for Plan 2/3 for members with at least 30 years of service were 
developed as a percentage of the “new Plan 1 rates” where applicable. 
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PERS 1 Males – Retirement Rates 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

47 0.47 0.53 0.50 0.00 0.50 
48 0.63 0.62 0.62 0.00 0.60 
49 0.67 0.42 0.55 0.00 0.55 
50 0.62 0.48 0.55 0.66 0.55 
51 0.54 0.36 0.45 0.59 0.45 
52 0.49 0.41 0.45 0.54 0.45 
53 0.53 0.37 0.44 0.54 0.45 
54 0.55 0.41 0.46 0.54 0.45 
55 0.22 0.23 0.22 0.23 0.22 
56 0.22 0.15 0.18 0.23 0.18 
57 0.20 0.15 0.17 0.23 0.18 
58 0.20 0.17 0.18 0.23 0.18 
59 0.30 0.17 0.22 0.22 0.22 
60 0.16 0.15 0.15 0.22 0.15 
61 0.28 0.19 0.23 0.22 0.23 
62 0.37 0.28 0.33 0.41 0.33 
63 0.25 0.21 0.23 0.26 0.23 
64 0.37 0.22 0.30 0.30 0.30 
65 0.47 0.34 0.40 0.49 0.40 
66 0.31 0.22 0.26 0.30 0.26 
67 0.30 0.22 0.26 0.30 0.26 
68 0.23 0.17 0.19 0.30 0.20 
69 0.21 0.25 0.23 0.30 0.23 
70 0.29 0.21 0.24 1.00 0.24 
71 0.30 0.18 0.24 1.00 0.20 
72 0.31 0.13 0.20 1.00 0.20 
73 0.28 0.25 0.27 1.00 0.20 
74 0.23 0.11 0.17 1.00 0.20 
75 0.20 0.18 0.19 1.00 0.20 
76 0.24 0.17 0.21 1.00 0.20 
77 0.17 0.13 0.15 1.00 0.20 
78 0.24 0.33 0.26 1.00 0.20 
79 0.14 0.20 0.18 1.00 0.20 
80 0.38 0.13 0.20 1.00 1.00 

 



Attachment B June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary B-4 

 

PERS 1 Females – Retirement Rates 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

47 0.60 0.64 0.63 0.00 0.60 
48 0.44 0.48 0.46 0.00 0.45 
49 0.42 0.38 0.40 0.00 0.40 
50 0.38 0.28 0.31 0.41 0.35 
51 0.40 0.30 0.33 0.44 0.35 
52 0.37 0.31 0.33 0.38 0.35 
53 0.34 0.29 0.31 0.34 0.31 
54 0.60 0.42 0.48 0.54 0.48 
55 0.20 0.25 0.23 0.27 0.23 
56 0.20 0.18 0.18 0.19 0.18 
57 0.19 0.17 0.18 0.18 0.18 
58 0.21 0.14 0.17 0.23 0.17 
59 0.45 0.24 0.33 0.38 0.33 
60 0.18 0.16 0.17 0.18 0.17 
61 0.24 0.18 0.21 0.22 0.21 
62 0.32 0.25 0.29 0.38 0.29 
63 0.23 0.19 0.21 0.26 0.21 
64 0.32 0.19 0.26 0.26 0.26 
65 0.43 0.35 0.39 0.46 0.39 
66 0.23 0.22 0.22 0.26 0.22 
67 0.27 0.18 0.23 0.26 0.23 
68 0.25 0.20 0.22 0.26 0.22 
69 0.29 0.22 0.25 0.26 0.25 
70 0.23 0.20 0.21 1.00 0.20 
71 0.24 0.15 0.19 1.00 0.20 
72 0.26 0.17 0.22 1.00 0.20 
73 0.18 0.23 0.20 1.00 0.20 
74 0.28 0.17 0.23 1.00 0.20 
75 0.11 0.15 0.13 1.00 0.20 
76 0.08 0.23 0.15 1.00 0.20 
77 0.13 0.15 0.14 1.00 0.20 
78 0.08 0.13 0.11 1.00 0.20 
79 0.17 0.25 0.21 1.00 0.20 
80 0.19 0.23 0.22 1.00 1.00 
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PERS 2/3 Males – Retirement Rates 
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.01 0.01 0.01 0.05 0.03 
56 0.02 0.01 0.01 0.05 0.03 
57 0.05 0.01 0.01 0.05 0.03 
58 0.04 0.01 0.02 0.10 0.07 
59 0.10 0.02 0.03 0.10 0.07 
60 0.06 0.03 0.03 0.14 0.09 
61 0.19 0.06 0.08 0.14 0.09 
62 0.33 0.15 0.17 0.33 0.25 
63 0.32 0.17 0.18 0.26 0.20 
64 0.91 0.41 0.60 0.79 0.55 
65 0.51 0.39 0.43 0.52 0.45 
66 0.27 0.25 0.26 0.30 0.26 
67 0.22 0.18 0.19 0.22 0.20 
68 0.27 0.16 0.20 0.22 0.20 
69 0.29 0.18 0.22 0.26 0.22 
70 0.31 0.19 0.24 1.00 0.20 
71 0.29 0.18 0.22 1.00 0.20 
72 0.16 0.19 0.18 1.00 0.20 
73 0.23 0.14 0.18 1.00 0.20 
74 0.26 0.14 0.19 1.00 0.20 
75 0.21 0.20 0.20 1.00 0.20 
76 0.27 0.25 0.26 1.00 0.20 
77 0.36 0.34 0.35 1.00 0.20 
78 0.40 0.15 0.23 1.00 0.20 
79 0.00 0.21 0.14 1.00 0.20 
80 0.15 0.29 0.23 1.00 1.00 
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PERS 2/3 Females – Retirement Rates 
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.05 0.02 0.02 0.05 0.03 
56 0.03 0.02 0.02 0.05 0.03 
57 0.04 0.02 0.02 0.05 0.03 
58 0.08 0.03 0.03 0.05 0.03 
59 0.08 0.03 0.03 0.05 0.03 
60 0.16 0.04 0.05 0.14 0.09 
61 0.22 0.08 0.09 0.18 0.12 
62 0.33 0.14 0.16 0.30 0.22 
63 0.30 0.13 0.15 0.26 0.20 
64 0.90 0.42 0.61 0.82 0.55 
65 0.49 0.38 0.42 0.49 0.45 
66 0.31 0.22 0.25 0.30 0.25 
67 0.27 0.19 0.22 0.26 0.22 
68 0.28 0.19 0.23 0.26 0.23 
69 0.26 0.16 0.21 0.22 0.21 
70 0.24 0.22 0.23 1.00 0.23 
71 0.30 0.14 0.22 1.00 0.20 
72 0.21 0.18 0.19 1.00 0.20 
73 0.16 0.22 0.19 1.00 0.20 
74 0.33 0.23 0.28 1.00 0.20 
75 0.26 0.13 0.18 1.00 0.20 
76 0.21 0.11 0.15 1.00 0.20 
77 0.25 0.19 0.21 1.00 0.20 
78 0.33 0.16 0.21 1.00 0.20 
79 0.25 0.22 0.23 1.00 0.20 
80 0.22 0.24 0.23 1.00 1.00 
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PERS 2/3 Males – Retirement Rates 
30+ Years of Service (YOS) 

 Plan 2/3 Retirement Rates By YOS Plan 1 New 

Age New 
<30 Old 30+ New 30+ Retirement 

Rates 
55 0.03 0.08 0.13 0.22 
56 0.03 0.08 0.12 0.18 
57 0.03 0.08 0.13 0.18 
58 0.07 0.17 0.14 0.18 
59 0.07 0.17 0.18 0.22 
60 0.09 0.25 0.14 0.15 
61 0.09 0.25 0.22 0.23 
62 0.25 0.79 0.33 0.33 
63 0.20 0.50 0.25 0.23 
64 0.55 0.93 0.60 0.30 
65 0.45 0.52 0.45 0.40 
66 0.26 0.30 0.26 0.26 
67 0.20 0.22 0.20 0.26 
68 0.20 0.22 0.20 0.20 
69 0.22 0.26 0.22 0.23 
70 0.20 1.00 0.20 0.24 
71 0.20 1.00 0.20 0.20 
72 0.20 1.00 0.20 0.20 
73 0.20 1.00 0.20 0.20 
74 0.20 1.00 0.20 0.20 
75 0.20 1.00 0.20 0.20 
76 0.20 1.00 0.20 0.20 
77 0.20 1.00 0.20 0.20 
78 0.20 1.00 0.20 0.20 
79 0.20 1.00 0.20 0.20 
80 1.00 1.00 1.00 1.00 
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PERS 2/3 Females -– Retirement Rates 
30+ Years of Service (YOS) 

 Plan 2/3 Retirement Rates By YOS Plan 1 New 

Age New 
<30 Old 30+ New 30+ Retirement 

Rates 
55 0.03 0.08 0.14 0.23 
56 0.03 0.08 0.12 0.18 
57 0.03 0.08 0.13 0.18 
58 0.03 0.08 0.13 0.17 
59 0.03 0.08 0.28 0.33 
60 0.09 0.25 0.15 0.17 
61 0.12 0.32 0.20 0.21 
62 0.22 0.61 0.29 0.29 
63 0.20 0.55 0.25 0.21 
64 0.55 0.94 0.60 0.26 
65 0.45 0.49 0.45 0.39 
66 0.25 0.30 0.25 0.22 
67 0.22 0.26 0.22 0.23 
68 0.23 0.26 0.23 0.22 
69 0.21 0.22 0.21 0.25 
70 0.23 1.00 0.23 0.20 
71 0.20 1.00 0.20 0.20 
72 0.20 1.00 0.20 0.20 
73 0.20 1.00 0.20 0.20 
74 0.20 1.00 0.20 0.20 
75 0.20 1.00 0.20 0.20 
76 0.20 1.00 0.20 0.20 
77 0.20 1.00 0.20 0.20 
78 0.20 1.00 0.20 0.20 
79 0.20 1.00 0.20 0.20 
80 1.00 1.00 1.00 1.00 
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The following table shows the actual and expected retirements for PERS 1 by gender 
and age using the recommended assumptions. 

 

PERS Plan 1 Retirements By Age  
From 1995-2006 Using Recommended Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

45-49 281 277 NA  203 202 NA 
50-54 2,811 2,797 1.01  1,428 1,479 0.97 
55-59 3,430 3,453 0.99  2,879 2,870 1.00 
60-64 3,410 3,422 1.00  4,140 4,152 1.00 
65-69 833 829 1.00  1,189 1,185 1.00 
70-74 127 117 1.08  190 181 1.05 
75-79 31 32 0.97  44 61 0.72 
80+ 9 45 0.20  22 101 0.22 

Total 10,932 10,973 1.00  10,095 10,231 0.99 
 

The following table shows the actual and expected retirements for PERS 2/3 by 
gender and age using the recommended assumptions. 

 

PERS Plans 2/3 Retirements By Age 
From 1995-2006 Using New Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

55-59 168 471 0.36  231 284 0.81 
60-64 1,288 1,421 0.91  1,268 1,391 0.91 
65-69 1,930 1,983 0.97  1,897 1,965 0.97 
70-74 239 227 1.05  266 254 1.05 
75-79 55 46 1.21  58 62 0.94 
80+ 14 62 0.23  16 69 0.23 

Total 3,694 4,208 0.88  3,736 4,024 0.93 
 

TRS 

Observed Experience 

More TRS 1 members and fewer of TRS 2/3 members retired during the study period 
than our assumptions predicted.  The previous retirement assumptions predicted 
about 103 percent of the actual TRS 1 retirements and about 48 percent of the TRS 
2/3 retirements we saw during the study period. 
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The following table shows the actual and expected retirements for TRS 1 by gender 
and age using the current assumptions. 

 

TRS Plan 1 Retirements By Age 
From 1995-2006 Using Current Assumptions 

 Male   Female  
Age Actual Expected Ratio  Actual Expected Ratio 

45-49  -     -    NA    -    -    NA  
50-54 1,361   1,309   1.04   1,297   1,090   1.19  
55-59 3,297   3,158   1.04   3,573   3,213   1.11  
60-64 1,564   1,514   1.03   2,696   2,704   1.00  
65-69  287   338   0.85    615   665   0.93  
70-74  19   77   0.25    78   234   0.33  
75-79  1   7   0.14    3   21   0.14  
80+  -     -    NA    -    3   -    

Total 6,529   6,404   1.02   8,262   7,929   1.04  
 

The following table shows the actual and expected retirements for TRS 2/3 by gender 
and age using the current assumptions. 

 

TRS Plans 2/3 Retirements By Age 
From 1995-2006 Using Current Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

55-59 53 228 0.23  214 802 0.27 
60-64 159 374 0.43  455 841 0.54 
65-69 134 162 0.83  374 403 0.93 
70-74 15 42 0.36  26 100 0.26 
75-79 1 1 1.00  4 6 0.67 
80+ - - -  - - - 

Total 362 806 0.45  1,073 2,152 0.50 
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Current and Recommended TRS Retirement Rates 

The table below shows the actual retirement rates over the last two six-year 
experience study periods, over the twelve-year period, and our current and the 
recommended retirement assumptions by Plan and by gender. 

 

Recommended rates for Plan 2/3 for members with at least 30 years of service were 
developed as a percentage of the “new Plan 1 rates” where applicable. 
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TRS 1 Male - Retirement Rates 

 Actual Actual Old Rates New Rates Old Rates New 
Rates 

 <30 YOS >30 YOS <> 30 YOS <>30 YOS 30 YOS 30 YOS 
47 0.00 0.00 0.00 0.00 0.00 0.00 
48 0.00 0.00 0.00 0.00 0.00 0.00 
49 0.00 0.00 0.00 0.00 0.00 0.00 
50 0.00 0.00 0.25 0.00 0.40 0.00 
51 0.00 0.00 0.25 0.00 0.40 0.00 
52 0.00 0.00 0.25 0.00 0.40 0.40 
53 0.00 0.25 0.25 0.25 0.40 0.40 
54 0.00 0.25 0.25 0.25 0.40 0.40 
55 0.27 0.25 0.25 0.25 0.40 0.40 
56 0.23 0.25 0.20 0.25 0.35 0.35 
57 0.23 0.22 0.20 0.25 0.35 0.35 
58 0.23 0.20 0.20 0.25 0.40 0.40 
59 0.28 0.22 0.20 0.25 0.45 0.45 
60 0.20 0.25 0.20 0.25 0.45 0.45 
61 0.25 0.30 0.20 0.25 0.60 0.50 
62 0.40 0.35 0.45 0.40 0.60 0.60 
63 0.28 0.30 0.30 0.29 0.60 0.50 
64 0.23 0.30 0.25 0.27 0.60 0.50 
65 0.35 0.45 0.45 0.40 0.90 0.70 
66 0.35 0.38 0.45 0.40 0.90 0.70 
67 0.35 0.30 0.35 0.33 0.90 0.70 
68 0.30 0.25 0.30 0.28 0.90 0.70 
69 0.30 0.25 0.30 0.28 0.90 0.70 
70 0.25 0.20 1.00 0.23 1.00 1.00 
71 0.20 0.20 1.00 0.20 1.00 1.00 
72 0.20 0.20 1.00 0.20 1.00 1.00 
73 0.20 0.20 1.00 0.20 1.00 1.00 
74 0.20 0.20 1.00 0.20 1.00 1.00 
75 0.20 0.20 1.00 0.20 1.00 1.00 
76 0.20 0.20 1.00 0.20 1.00 1.00 
77 0.20 0.20 1.00 0.20 1.00 1.00 
78 0.20 0.20 1.00 0.20 1.00 1.00 
79 0.20 0.20 1.00 0.20 1.00 1.00 
80 1.00 1.00 1.00 1.00 1.00 1.00 
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TRS 1 Female - Retirement Rates 

 Actual Actual Old 
Rates 

New 
Rates 

Old 
Rates 

New 
Rates 

 <30 
YOS 

>30 
YOS 

<> 30 
YOS 

<>30 
YOS 30 YOS 30 YOS 

47 0.00 0.00 0.00 0.00 0.00 0.00 
48 0.00 0.00 0.00 0.00 0.00 0.00 
49 0.00 0.00 0.00 0.00 0.00 0.00 
50 0.00 0.00 0.20 0.00 0.30 0.00 
51 0.00 0.00 0.20 0.00 0.30 0.30 
52 0.00 0.20 0.20 0.20 0.30 0.35 
53 0.00 0.20 0.20 0.20 0.30 0.35 
54 0.00 0.20 0.20 0.20 0.30 0.35 
55 0.23 0.20 0.20 0.22 0.30 0.35 
56 0.23 0.20 0.20 0.22 0.30 0.35 
57 0.23 0.20 0.20 0.22 0.30 0.35 
58 0.25 0.20 0.20 0.23 0.30 0.35 
59 0.35 0.20 0.25 0.28 0.30 0.35 
60 0.25 0.20 0.25 0.23 0.30 0.35 
61 0.25 0.25 0.20 0.25 0.35 0.45 
62 0.25 0.30 0.35 0.30 0.55 0.60 
63 0.25 0.20 0.25 0.23 0.50 0.50 
64 0.30 0.20 0.20 0.25 0.50 0.50 
65 0.45 0.43 0.45 0.44 0.90 0.60 
66 0.37 0.35 0.35 0.36 0.90 0.60 
67 0.27 0.25 0.30 0.26 0.90 0.60 
68 0.25 0.25 0.35 0.30 0.90 0.60 
69 0.25 0.30 0.25 0.28 0.90 0.60 
70 0.50 0.20 1.00 0.35 1.00 0.45 
71 0.20 0.20 1.00 0.20 1.00 0.45 
72 0.20 0.20 1.00 0.20 1.00 1.00 
73 0.20 0.20 1.00 0.20 1.00 1.00 
74 0.20 0.20 1.00 0.20 1.00 1.00 
75 0.20 0.20 1.00 0.20 1.00 1.00 
76 0.20 0.20 1.00 0.20 1.00 1.00 
77 0.20 0.20 1.00 0.20 1.00 1.00 
78 0.20 0.20 1.00 0.20 1.00 1.00 
79 0.20 0.20 1.00 0.20 1.00 1.00 
80 1.00 1.00 1.00 1.00 1.00 1.00 
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TRS 2/3 Males – Retirement Rates  
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.01 0.01 0.01 0.05 0.03 
56 0.03 0.01 0.01 0.05 0.03 
57 0.00 0.01 0.01 0.05 0.03 
58 0.03 0.02 0.02 0.05 0.03 
59 0.02 0.03 0.03 0.05 0.03 
60 0.14 0.03 0.04 0.20 0.11 
61 0.24 0.09 0.10 0.40 0.11 
62 0.29 0.13 0.15 0.30 0.25 
63 0.30 0.13 0.16 0.30 0.20 
64 0.55 0.46 0.47 0.60 0.50 
65 0.50 0.50 0.50 0.50 0.50 
66 0.55 0.31 0.38 0.50 0.40 
67 0.50 0.28 0.32 0.50 0.35 
68 0.40 0.14 0.19 0.50 0.30 
69 0.50 0.17 0.21 0.50 0.30 
70 0.32 0.20 0.28 1.00 0.30 
71 0.00 0.50 0.50 1.00 0.50 
72 0.00 0.33 0.33 1.00 0.50 
73 0.00 1.00 1.00 1.00 0.50 
74 0.00 1.00 1.00 1.00 0.50 
75 0.00 0.00 0.00 1.00 0.50 
76 0.00 0.00 0.00 1.00 0.50 
77 0.00 1.00 1.00 1.00 0.50 
78 0.00 0.00 0.00 1.00 0.50 
79 0.00 0.00 0.00 1.00 0.50 
80 0.00 0.00 0.00 1.00 1.00 
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TRS 2/3 Females – Retirement Rates 
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.02 0.01 0.01 0.03 0.02 
56 0.02 0.01 0.01 0.05 0.03 
57 0.03 0.02 0.02 0.10 0.07 
58 0.05 0.02 0.03 0.10 0.07 
59 0.05 0.03 0.03 0.10 0.07 
60 0.08 0.06 0.06 0.15 0.09 
61 0.13 0.10 0.10 0.20 0.12 
62 0.23 0.12 0.13 0.30 0.25 
63 0.25 0.15 0.16 0.30 0.25 
64 0.53 0.41 0.43 0.50 0.45 
65 0.45 0.45 0.45 0.50 0.45 
66 0.29 0.28 0.29 0.30 0.30 
67 0.24 0.20 0.21 0.25 0.25 
68 0.24 0.30 0.28 0.25 0.25 
69 0.44 0.43 0.43 0.40 0.40 
70 0.23 0.35 0.27 1.00 0.25 
71 0.00 0.27 0.27 1.00 0.25 
72 0.00 0.25 0.25 1.00 0.25 
73 0.00 0.00 0.00 1.00 0.25 
74 0.00 0.33 0.33 1.00 0.25 
75 0.00 0.50 0.50 1.00 0.25 
76 0.00 1.00 1.00 1.00 0.25 
77 0.00 0.00 0.00 1.00 0.25 
78 0.00 0.00 0.00 1.00 0.25 
79 0.00 0.00 0.00 1.00 0.25 
80 0.00 0.00 0.00 1.00 1.00 
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 TRS 2/3 Males with 30+ Years of Service 
(YOS) 

Plan 1 New Retirement 
Rates 

Age New <30 Old 30+ New =30 New >30 =30 <>30 
55 0.03 0.10 0.24 0.15 0.40 0.25 
56 0.03 0.10 0.23 0.17 0.35 0.25 
57 0.03 0.10 0.25 0.18 0.35 0.25 
58 0.03 0.10 0.31 0.20 0.40 0.25 
59 0.03 0.10 0.38 0.21 0.45 0.25 
60 0.11 0.36 0.41 0.23 0.45 0.25 
61 0.11 0.72 0.48 0.24 0.50 0.25 
62 0.25 0.70 0.60 0.40 0.60 0.40 
63 0.20 0.45 0.50 0.30 0.50 0.29 
64 0.50 0.90 0.55 0.55 0.50 0.27 
65 0.50 0.50 0.50 0.50 0.70 0.40 
66 0.40 0.50 0.40 0.40 0.70 0.40 
67 0.35 0.50 0.35 0.35 0.70 0.33 
68 0.30 0.50 0.30 0.30 0.70 0.28 
69 0.30 0.50 0.30 0.30 0.70 0.28 
70 0.30 1.00 0.30 0.30 1.00 0.23 
71 0.50 1.00 0.50 0.50 1.00 0.20 
72 0.50 1.00 0.50 0.50 1.00 0.20 
73 0.50 1.00 0.50 0.50 1.00 0.20 
74 0.50 1.00 0.50 0.50 1.00 0.20 
75 0.50 1.00 0.50 0.50 1.00 0.20 
76 0.50 1.00 0.50 0.50 1.00 0.20 
77 0.50 1.00 0.50 0.50 1.00 0.20 
78 0.50 1.00 0.50 0.50 1.00 0.20 
79 0.50 1.00 0.50 0.50 1.00 0.20 
80 1.00 1.00 1.00 1.00 1.00 1.00 
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 TRS 2/3 Females with 30+ Years of 
Service (YOS) 

Plan 1 New Retirement 
Rates 

Age New <30 Old 30+ New =30 New >30 =30 <>30 
55 0.02 0.06 0.21 0.13 0.35 0.22 
56 0.03 0.10 0.23 0.15 0.35 0.22 
57 0.07 0.18 0.25 0.16 0.35 0.22 
58 0.07 0.18 0.27 0.18 0.35 0.23 
59 0.07 0.18 0.29 0.24 0.35 0.28 
60 0.09 0.28 0.32 0.21 0.35 0.23 
61 0.12 0.36 0.43 0.24 0.45 0.25 
62 0.25 0.65 0.60 0.35 0.60 0.30 
63 0.25 0.65 0.50 0.30 0.50 0.23 
64 0.45 0.80 0.50 0.50 0.50 0.25 
65 0.45 0.50 0.45 0.45 0.60 0.44 
66 0.30 0.30 0.30 0.30 0.60 0.36 
67 0.25 0.25 0.25 0.25 0.60 0.26 
68 0.25 0.25 0.25 0.25 0.60 0.30 
69 0.40 0.40 0.40 0.40 0.60 0.28 
70 0.25 1.00 0.25 0.25 0.45 0.35 
71 0.25 1.00 0.25 0.25 0.45 0.20 
72 0.25 1.00 0.25 0.25 1.00 0.20 
73 0.25 1.00 0.25 0.25 1.00 0.20 
74 0.25 1.00 0.25 0.25 1.00 0.20 
75 0.25 1.00 0.25 0.25 1.00 0.20 
76 0.25 1.00 0.25 0.25 1.00 0.20 
77 0.25 1.00 0.25 0.25 1.00 0.20 
78 0.25 1.00 0.25 0.25 1.00 0.20 
79 0.25 1.00 0.25 0.25 1.00 0.20 
80 1.00 1.00 1.00 1.00 1.00 1.00 
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The following table shows the actual and expected retirements for TRS 1 by gender 
and age using the recommended assumptions. 

 

TRS Plan 1 Retirements By Age 
From 1995-2006 Using Recommended Assumptions 

 Male   Female  
Age Actual Expected Ratio  Actual Expected Ratio 

45-49 - - NA  - - NA 
50-54 1,361 966 1.41  1,297 1,042 1.24 
55-59 3,297 3,574 0.92  3,573 3,699 0.97 
60-64 1,564 1,576 0.99  2,696 2,732 0.99 
65-69 287 297 0.97  615 623 0.99 
70-74 19 18 1.08  78 76 1.03 
75-79 1 1 0.71  3 5 0.60 
80+ - - NA  - 3 - 

Total 6,529 6,432 1.02  8,262 8,180 1.01 
 

The following table shows the actual and expected disabilities for TRS 2/3 by gender 
and age using the recommended assumptions. 

 

TRS Plans 2/3 Retirements By Age  
From 1995-2006 Using Recommended Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

55-59 53 137 0.39  214 545 0.39 
60-64 159 218 0.73  455 633 0.72 
65-69 134 141 0.95  374 379 0.99 
70-74 15 15 0.99  26 25 1.04 
75-79 1 1 2.00  4 2 2.67 
80+ - - NA  - - NA 

Total 362 511 0.71  1,073 1,583 0.68 
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SERS 

Observed Experience 

Fewer SERS 2/3 members retired during the study period than our assumptions 
predicted.  The previous retirement assumptions predicted about 48 percent of the 
actual SERS 2/3 retirements we saw during the study period. 

The following table shows the actual and expected retirements for SERS 2/3 by 
gender and age using the current assumptions. 

 

SERS Plans 2/3 Retirements By Age  
From 1995-2006 Using Current Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio

55-59 35 183 0.19  255 675 0.38 
60-64 286 511 0.56  685 1,471 0.47 
65-69 580 743 0.78  813 1,022 0.80 
70-74 98 533 0.18  118 646 0.18 
75-79 8 78 0.10  12 106 0.11 
80+ 7 28 0.25  4 30 0.13 

Total 1,014 2,076 0.49  1,887 3,951 0.48 
 

 

Current and Recommended SERS Retirement Rates 

The table below shows the actual retirement rates over the last two six-year 
experience study periods, over the twelve-year period, and our current and the 
recommended retirement assumptions by plan and by gender. 

 

Recommended rates for Plan 2/3 for members with at least 30 years of service were 
developed as a percentage of the “new Plan 1 rates” where applicable. 
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SERS 2/3 Males – Retirement Rates 
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.02 0.00 0.00 0.05 0.03 
56 0.00 0.00 0.00 0.05 0.03 
57 0.00 0.01 0.01 0.05 0.03 
58 0.04 0.02 0.02 0.10 0.07 
59 0.02 0.03 0.03 0.10 0.07 
60 0.00 0.03 0.03 0.14 0.09 
61 0.07 0.07 0.07 0.14 0.09 
62 0.15 0.18 0.18 0.33 0.25 
63 0.29 0.16 0.18 0.26 0.20 
64 0.84 0.35 0.49 0.79 0.50 
65 0.52 0.35 0.42 0.52 0.45 
66 0.28 0.17 0.20 0.30 0.26 
67 0.20 0.17 0.18 0.22 0.20 
68 0.20 0.12 0.15 0.22 0.20 
69 0.35 0.17 0.24 0.26 0.22 
70 0.23 0.17 0.21 1.00 0.20 
71 0.00 0.17 0.17 1.00 0.20 
72 0.00 0.17 0.17 1.00 0.20 
73 0.00 0.11 0.11 1.00 0.20 
74 0.00 0.15 0.15 1.00 0.20 
75 0.00 0.19 0.19 1.00 0.20 
76 0.00 0.00 0.00 1.00 0.20 
77 0.00 0.15 0.15 1.00 0.20 
78 0.00 0.00 0.00 1.00 0.20 
79 0.00 0.09 0.09 1.00 0.20 
80 0.00 0.25 0.25 1.00 1.00 
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SERS 2/3 Females – Retirement Rates 
<30 Years of Service 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

55 0.01 0.02 0.01 0.05 0.03 
56 0.00 0.01 0.01 0.05 0.03 
57 0.01 0.02 0.02 0.05 0.03 
58 0.03 0.02 0.02 0.05 0.03 
59 0.02 0.03 0.03 0.05 0.03 
60 0.09 0.04 0.04 0.14 0.09 
61 0.09 0.08 0.08 0.18 0.12 
62 0.25 0.15 0.15 0.30 0.22 
63 0.07 0.13 0.13 0.26 0.20 
64 0.77 0.33 0.41 0.82 0.50 
65 0.41 0.38 0.39 0.49 0.45 
66 0.24 0.23 0.24 0.30 0.25 
67 0.18 0.20 0.19 0.26 0.22 
68 0.19 0.23 0.22 0.26 0.23 
69 0.22 0.15 0.18 0.22 0.21 
70 0.19 0.23 0.20 1.00 0.23 
71 0.00 0.13 0.13 1.00 0.20 
72 0.00 0.15 0.15 1.00 0.20 
73 0.00 0.18 0.18 1.00 0.20 
74 0.00 0.20 0.20 1.00 0.20 
75 0.00 0.11 0.11 1.00 0.20 
76 0.00 0.11 0.11 1.00 0.20 
77 0.00 0.16 0.16 1.00 0.20 
78 0.00 0.00 0.00 1.00 0.20 
79 0.00 0.20 0.20 1.00 0.20 
80 0.00 0.13 0.13 1.00 1.00 
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SERS 2/3 Males – Retirement Rates 
30+ Years of Service (YOS) 

 Plan 2/3 retirement rates by YOS PERS Plan 1 New 
Age New <30 Old 30+ New 30+ Retirement Rates 
55 0.03 0.08 0.13 0.22 
56 0.03 0.08 0.12 0.18 
57 0.03 0.08 0.13 0.18 
58 0.07 0.17 0.14 0.18 
59 0.07 0.17 0.18 0.22 
60 0.09 0.25 0.14 0.15 
61 0.09 0.25 0.22 0.23 
62 0.25 0.79 0.33 0.33 
63 0.20 0.50 0.25 0.23 
64 0.50 0.93 0.55 0.30 
65 0.45 0.52 0.45 0.40 
66 0.26 0.30 0.26 0.26 
67 0.20 0.22 0.20 0.26 
68 0.20 0.22 0.20 0.20 
69 0.22 0.26 0.22 0.23 
70 0.20 1.00 0.20 0.24 
71 0.20 1.00 0.20 0.20 
72 0.20 1.00 0.20 0.20 
73 0.20 1.00 0.20 0.20 
74 0.20 1.00 0.20 0.20 
75 0.20 1.00 0.20 0.20 
76 0.20 1.00 0.20 0.20 
77 0.20 1.00 0.20 0.20 
78 0.20 1.00 0.20 0.20 
79 0.20 1.00 0.20 0.20 
80 1.00 1.00 1.00 1.00 
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SERS 2/3 Female – Retirement Rates 
30+ Years of Service (YOS) 

 Plan 2/3 retirement rates by YOS PERS Plan 1 New 
Age New <30 Old 30+ New 30+ Retirement Rates 
55 0.03 0.08 0.14 0.23 
56 0.03 0.08 0.12 0.18 
57 0.03 0.08 0.13 0.18 
58 0.03 0.08 0.13 0.17 
59 0.03 0.08 0.28 0.33 
60 0.09 0.25 0.15 0.17 
61 0.12 0.32 0.20 0.21 
62 0.22 0.61 0.29 0.29 
63 0.20 0.55 0.25 0.21 
64 0.50 0.94 0.55 0.26 
65 0.45 0.49 0.45 0.39 
66 0.25 0.30 0.25 0.22 
67 0.22 0.26 0.22 0.23 
68 0.23 0.26 0.23 0.22 
69 0.21 0.22 0.21 0.25 
70 0.23 1.00 0.23 0.20 
71 0.20 1.00 0.20 0.20 
72 0.20 1.00 0.20 0.20 
73 0.20 1.00 0.20 0.20 
74 0.20 1.00 0.20 0.20 
75 0.20 1.00 0.20 0.15 
76 0.20 1.00 0.20 0.15 
77 0.20 1.00 0.20 0.15 
78 0.20 1.00 0.20 0.15 
79 0.20 1.00 0.20 0.15 
80 1.00 1.00 1.00 1.00 
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The following table shows the actual and expected retirements for SERS 2/3 by 
gender and age using the recommended assumptions. 

 

SERS Plans 2/3 Retirements By Age 
From 1995-2006 Using Recommended Assumptions 

 Male  Female 
Age Actual Expected Ratio  Actual Expected Ratio 

55-59 35 120 0.29  255 405 0.63 
60-64 286 346 0.83  685 984 0.70 
65-69 580 648 0.89  813 914 0.89 
70-74 98 107 0.92  118 141 0.84 
75-79 8 16 0.51  12 21 0.57 
80+ 7 28 0.25  4 30 0.13 

Total 1,014 1,264 0.80  1,887 2,495 0.76 
 

PSERS 

PSERS opened in 2006 and does not have enough experience data to modify the 
current rates.  We will continue to use the current PSERS rates. 

 

LEOFF 

Observed Experience 

Fewer of LEOFF members retired during the study period than our assumptions 
predicted.  The previous retirement assumptions predicted about 82 percent of the 
actual LEOFF 1 retirements we saw during the study period. 

The following table shows the actual and expected retirements for LEOFF 1 by age 
using the current assumptions. 

LEOFF Plan 1 Retirements By Age 
Using Current Rates 

Male & Female 
Age Actual Expected Ratio 

50-54 605 677 0.89 
55-59 455 587 0.77 
60-64 131 145 0.90 
65-69 10 55 0.18 
70+ 2 3 0.67 

Total 1,203 1,468 0.82 
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Current and Recommended LEOFF Retirement Rates 

The table below shows the actual retirement rates over the last two six-year 
experience study periods, over the twelve-year period, and our current and the 
recommended retirement assumptions by Plan and by gender. 

 

LEOFF Plan 1 – Retirement Rates 

Age 1995-
2000 

2001-
2006 

1995-
2006 

Current 
Assumptions 

Recommended 
Assumptions 

50 0.06 0.07 0.07 0.09 0.07 
51 0.07 0.07 0.07 0.07 0.07 
52 0.06 0.07 0.07 0.08 0.07 
53 0.07 0.08 0.07 0.08 0.07 
54 0.12 0.10 0.11 0.10 0.11 
55 0.14 0.10 0.12 0.16 0.12 
56 0.15 0.12 0.13 0.16 0.12 
57 0.15 0.15 0.15 0.16 0.15 
58 0.20 0.13 0.16 0.23 0.16 
59 0.15 0.16 0.16 0.23 0.16 
60 0.39 0.20 0.27 0.23 0.23 
61 0.22 0.19 0.20 0.28 0.25 
62 0.33 0.23 0.26 0.28 0.25 
63 0.31 0.20 0.24 0.28 0.25 
64 0.22 0.14 0.16 0.40 0.25 
65 0.33 0.19 0.23 1.00 0.25 
66 0.50 0.09 0.20 1.00 0.25 
67 0.00 0.14 0.13 1.00 0.25 
68 0.00 0.00 0.00 1.00 0.25 
69 0.00 0.33 0.20 1.00 0.25 
70 0.50 1.00 0.67 1.00 1.00 
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The following table shows the actual and expected retirements for LEOFF 1 by age 
using the recommended assumptions. 

 

LEOFF Plan 1 Retirements By Age Using 
Recommended Rates 

Male & Female 
Age Actual Expected Ratio 

50-54 605 621 0.97 
55-59 455 450 1.01 
60-64 131 132 1.00 
65-69 10 14 0.73 
70+ 2 3 0.67 

Total 1,203 1,219 0.99 
 

WSPRS 

Observed Experience 

Slightly more WSPRS members retired during the study period than our assumptions 
predicted.  The previous retirement assumptions predicted about 101 percent of the 
actual WSPRS retirements we saw during the study period. 

The following table shows the actual and expected retirements for WSPRS by age 
using the current assumptions. 

 

WSPRS Retirements By Age Using 
Current Rates 
Male & Female 

Age Actual Expected Ratio 
45-49 129 126 1.02 
50-54 154 153 1.01 
55-59 86 86 1.00 
60-64 6 7 0.86 
Total 375 373 1.01 

 

Current and Recommended WSPRS Retirement Rates 

The table below shows the actual retirement rates over the last two six-year 
experience study periods, over the twelve-year period, and our current and the 
recommended retirement assumptions by Plan and by gender. 
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WSPRS - Retirement Rates 

 1995-2000 2000-2006 1995-2006 Current 
Rates 

Recommended 
Assumptions 

45 0.73 0.33 0.64 0.31 0.45 
46 0.26 0.40 0.30 0.31 0.31 
47 0.25 0.53 0.34 0.31 0.31 
48 0.32 0.29 0.31 0.31 0.31 
49 0.29 0.25 0.28 0.31 0.28 
50 0.33 0.20 0.28 0.31 0.28 
51 0.19 0.28 0.22 0.23 0.23 
52 0.20 0.29 0.23 0.23 0.23 
53 0.27 0.23 0.25 0.23 0.23 
54 0.26 0.23 0.25 0.23 0.23 
55 0.24 0.27 0.25 0.23 0.23 
56 0.16 0.24 0.20 0.28 0.23 
57 0.34 0.19 0.26 0.28 0.23 
58 0.20 0.20 0.20 0.28 0.20 
59 0.56 0.61 0.59 0.28 0.23 
60 0.50 1.00 0.86 1.00 0.23 
61     0.25 
62     0.25 
63     0.27 
64     0.33 
65     1.00 

 

The following table shows the actual and expected retirements for WSPRS by age 
using the recommended assumptions. 

 

WSPRS Retirements By Age Using 
Recommended Rates 

Male & Female 
Age Actual Expected Ratio 

45-49 129 126 1.02 
50-54 154 153 1.01 
55-59 86 86 1.00 
60-64 6 7 0.86 
Total 375 373 1.01 
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Attachment C 

Termination Rates 
 

Observed Experience 

The following tables show the actual and expected terminations by system, gender 
and service.  In almost every system, we see more terminations than our current 
assumptions predicted.   

 

PERS Termination Experience 1995-2004 
 Male Female 

Service Actual Expected Ratio Actual Expected Ratio 
0-4 27,078 27,195 1.00 38,423 38,036 1.01 
5-9 7,129 6,581 1.08 10,657 9,773 1.09 

10-14 3,734 3,626 1.03 5,049 4,471 1.13 
15-19 1,932 1,786 1.08 2,238 1,979 1.13 
20-24 848 514 1.65 927 563 1.65 
25-29 233 114 2.05 146 76 1.92 
30+ 0 0 0.00 0 0 0.00 

Total 40,954 39,816 1.03 57,438 54,897 1.05 
 

TRS Termination Experience 1995-2004 
  Male Female 
Service Actual Expected Ratio Actual Expected Ratio 

0-4 2,906 2,809 1.03 9,412 8,713 1.08 
5-9 1,119 965 1.16 3,987 3,015 1.32 

10-14 516 409 1.26 1,638 1,199 1.37 
15-19 270 207 1.31 820 581 1.41 
20-24 241 135 1.78 429 235 1.83 
25-29 166 97 1.72 187 107 1.74 
30+ 0 0 0.00 0 0 0.00 

Total 5,219 4,621 1.13 16,474 13,850 1.19 
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SERS Termination Experience 1995-1999, 2001-2004 

  Male Female 
Service Actual Expected Ratio Actual Expected Ratio 

0-4 5,472 5,615 0.97 17,839 16,941 1.05 
5-9 1,200 1,217 0.99 4,978 4,637 1.07 

10-14 533 517 1.03 2,241 2,227 1.01 
15-19 234 198 1.18 833 753 1.11 
20-24 72 28 2.55 222 80 2.78 
25-29 6 1 6.28 4 2 2.63 
30+ 0 0 0.00 0 0 0.00 

Total 7,517 7,576 0.99 26,117 24,640 1.06 
 

LEOFF Termination Experience 1995-2004 
 Male & Female 

Service Actual Expected Ratio 
0-4 1,327 1,262 1.05 
5-9 637 606 1.05 

10-14 408 349 1.17 
15-19 198 157 1.26 
20-24 131 91 1.43 
25-29 21 20 1.07 
30+ 0 0 0.00 

Total 2,722 2,484 1.10 
 

WSPRS Termination Experience 1995-2004 
 Male & Female 

Service Actual Expected Ratio
0-4 39 44 0.88 
5-9 35 32 1.09 

10-14 24 18 1.35 
15-19 10 8 1.23 
20-24 7 2 3.45 
25-29 0 0 0.00 
30+ 0 0 0.00 

Total 116 105 1.10 
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Current, Observed, and Recommended Termination Rates 

In each case, we recommend new rates that move toward a better fit between 
observed and expected, but we give some credibility to the current rates as well. 

LEOFF 2 termination rates required an additional adjustment to reflect the effect of 
duty-related disability benefits recently added to that plan. 

The tables below present a sampling of our current, observed, and recommended 
termination rates by system. 

 

PERS - All Plans 
Probability of Termination 

 Current 
Assumptions Actual Rates New Assumptions 

Service 
Years Male Female Male Female Male Female 

0 0.2590 0.2639 0.266548 0.272341 0.262359 0.265409 
1 0.1546 0.1672 0.154453 0.168415 0.152026 0.164128 
2 0.1020 0.1172 0.099073 0.116770 0.097516 0.113798 
3 0.0769 0.0925 0.073201 0.093399 0.072051 0.091021 
4 0.0639 0.0769 0.062016 0.074953 0.061042 0.073045 
5 0.0531 0.0653 0.056085 0.068064 0.055204 0.066332 

10 0.0325 0.0387 0.035971 0.043264 0.035406 0.042163 
15 0.0266 0.0286 0.024809 0.031158 0.026269 0.029875 
20 0.0114 0.0144 0.017483 0.023874 0.015926 0.020249 
25 0.0050 0.0045 0.008556 0.012017 0.009096 0.008991 

30+ 0.0040 0.0040 0.000000 0.000000 0.005066 0.003607 
 



Attachment C June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary C-4 

 

TRS - All Plans 
Probability of Termination 

  Current 
Assumptions Actual Rates New Assumptions 

Service 
Years Male Female Male Female Male Female 

0 0.0965 0.1000 0.121984 0.119705 0.113302 0.107235 
1 0.0965 0.1000 0.088181 0.093623 0.081905 0.083870 
2 0.0600 0.0700 0.059438 0.074749 0.055208 0.066962 
3 0.0400 0.0550 0.047053 0.064262 0.043704 0.057567 
4 0.0400 0.0450 0.043065 0.056850 0.040000 0.050928 
5 0.0350 0.0400 0.038498 0.051356 0.035758 0.046006 
10 0.0190 0.0195 0.019291 0.027388 0.020176 0.024535 
15 0.0100 0.0140 0.015397 0.016309 0.014151 0.016490 
20 0.0070 0.0090 0.013689 0.014921 0.009890 0.011424 
25 0.0050 0.0050 0.012288 0.012419 0.008310 0.008189 

30+ 0.0050 0.0050 0.000000 0.000000 0.002484 0.002124 
 

SERS - All Plans 
Probability of Termination 

  Current 
Assumptions Actual Rates New Assumptions 

Service 
Years Male Female Male Female Male Female 

0 0.2590 0.1945 0.252277 0.204566 0.253366 0.197819 
1 0.1609 0.1287 0.156178 0.134436 0.156853 0.130003 
2 0.1154 0.1007 0.118767 0.105607 0.119280 0.102124 
3 0.1007 0.0760 0.098055 0.081778 0.098478 0.079081 
4 0.0852 0.0658 0.075990 0.069707 0.076318 0.067408 
5 0.0728 0.0597 0.066580 0.065750 0.066868 0.063582 
10 0.0426 0.0450 0.048298 0.044312 0.045667 0.045074 
15 0.0296 0.0426 0.034693 0.042932 0.031775 0.041495 
20 0.0124 0.0203 0.026009 0.043050 0.025202 0.037943 
25 0.0050 0.0075 0.033333 0.017143 0.020281 0.024720 

30+ 0.0050 0.0075 0.000000 0.000000 0.004899 0.006907 
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LEOFF - All Plans 
Probability of Termination 

Male & Female 
Service 
Years 

Current 
Assumptions Actual Rates 

New 
Assumptions 

Plan 2 - Adjusted 
Rates 

0 0.1043 0.110639 0.104793 0.103812 
1 0.0469 0.049741 0.047112 0.046132 
2 0.0237 0.025710 0.024351 0.023370 
3 0.0208 0.022870 0.021661 0.020680 
4 0.0198 0.018175 0.020340 0.019359 
5 0.0194 0.018871 0.019230 0.018250 

10 0.0167 0.020241 0.016767 0.015786 
15 0.0099 0.013576 0.011304 0.010324 
20 0.0070 0.015504 0.010362 0.009381 
25 0.0070 0.009009 0.005937 0.004957 

30+ 0.0000 0.000000 0.003465 0.002485 
 

WSPRS - All Plans 
Probability of Termination 

Male & Female 
Service 
Years 

Current 
Assumptions Actual Rates 

New 
Assumptions 

0 0.0243 0.044444 0.037718 
1 0.0243 0.018868 0.032060 
2 0.0243 0.021012 0.025720 
3 0.0243 0.025940 0.022012 
4 0.0243 0.011966 0.019380 
5 0.0138 0.017478 0.017339 
10 0.0087 0.012509 0.010999 
15 0.0064 0.003115 0.007291 
20 0.0019 0.000000 0.004659 

25+ 0.0000 0.000000 0.002992 
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Attachment E 

Service-Based Salary Increases 
 

Observed Experience 

The following tables show the actual and expected salary increases by system and 
years of service.  These service-based salary increases are in addition to the general 
salary increases observed during the period.  In almost every system, we see higher 
salary increases than our current assumptions predicted.  The exceptions are LEOFF 
and WSPRS. 

 

PERS Service Based Salary Increases 1984-2006 

Service Actual Expected Ratio 
1 6.13% 6.10% 1.01 
2 4.80% 4.80% 1.00 
3 3.70% 3.80% 0.97 
4 2.99% 2.90% 1.03 
5 2.32% 2.10% 1.11 

6-10 1.10% 0.84% 1.30 
11-15 0.35% 0.17% 2.12 
16-20 0.07% 0.02% 2.94 
21+ 0.00% 0.00% 0.00 

 

TRS Service Based Salary Increases 1984-2006 

Service Actual Expected Ratio 
1 5.41% 6.20% 0.87 
2 4.09% 4.40% 0.93 
3 4.02% 4.20% 0.96 
4 3.57% 3.50% 1.02 
5 3.10% 3.10% 1.00 

6-10 2.53% 2.34% 1.08 
11-15 1.47% 1.29% 1.14 
16-20 0.29% 0.04% 6.70 
21+ 0.15% 0.00% 0.00 
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SERS Service Based Salary Increases 1984-2006 

Service Actual Expected Ratio 
1 6.72% 7.00% 0.96 
2 3.91% 3.90% 1.00 
3 2.90% 2.80% 1.03 
4 2.35% 2.30% 1.02 
5 2.18% 2.20% 0.99 

6-10 1.26% 1.07% 1.18 
11-15 0.45% 0.35% 1.28 
16-20 0.07% 0.03% 2.58 
21+ 0.00% 0.00% 0.00 

 

LEOFF Service Based Salary Increases 1984-2006 

Service Actual Expected Ratio 
1 10.35% 11.70% 0.88 
2 7.33% 8.10% 0.90 
3 5.52% 6.60% 0.84 
4 3.54% 4.50% 0.79 
5 2.40% 3.20% 0.75 

6-10 1.15% 2.15% 0.53 
11-15 0.84% 1.72% 0.49 
16-20 0.68% 1.51% 0.45 
21+ 0.08% 0.00% 0.00 

 

WSPRS Service Based Salary Increases 1984-2006 

Service Actual Expected Ratio 
1 8.16% 6.00% 1.36 
2 5.82% 6.00% 0.97 
3 4.38% 6.00% 0.73 
4 3.97% 6.00% 0.66 
5 4.32% 6.00% 0.72 

6-10 0.99% 2.41% 0.41 
11-15 0.04% 1.30% 0.03 
16-20 0.16% 1.06% 0.15 
21+ 0.29% 0.00% 0.00 
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Current, Observed, and Recommended Salary Increases 

In each case, we recommend new salary increases that move toward a better fit 
between observed and expected, but we give some credibility to the current 
increases as well. 

The tables below present a sampling of our current, observed, and recommended 
service related salary increases by system. 

 

PERS - All Plans - Service Based Salary Increase 
Assumption 

Service Current Actual Recommended
1 6.10% 6.13% 6.10% 
2 4.80% 4.80% 4.80% 
3 3.80% 3.70% 3.80% 
4 2.90% 2.99% 2.90% 
5 2.10% 2.32% 2.20% 

10 0.40% 0.65% 0.50% 
15 0.10% 0.22% 0.20% 
20 0.00% 0.00% 0.00% 
25 0.00% 0.00% 0.00% 
30 0.00% 0.00% 0.00% 

 

 
TRS - All Plans - Service Based Salary Increase 

Assumption 

Service Current Actual Recommended
1 6.20% 5.41% 5.80% 
2 4.40% 4.09% 4.30% 
3 4.20% 4.02% 4.10% 
4 3.50% 3.57% 3.50% 
5 3.10% 3.10% 3.10% 

10 1.90% 2.21% 2.00% 
15 0.80% 0.88% 0.80% 
20 0.00% 0.22% 0.10% 
25 0.00% 0.18% 0.10% 
30 0.00% 0.00% 0.00% 
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SERS - All Plans - Service Based Salary Increase 

Assumption 

Service Current Actual Recommended
1 7.00% 6.72% 6.90% 
2 3.90% 3.91% 3.90% 
3 2.80% 2.90% 2.90% 
4 2.30% 2.35% 2.30% 
5 2.20% 2.18% 2.20% 
10 0.70% 0.95% 0.80% 
15 0.10% 0.20% 0.10% 
20 0.00% 0.00% 0.00% 
25 0.00% 0.00% 0.00% 
30 0.00% 0.00% 0.00% 

 

LEOFF - All Plans - Service Based Salary 
Increase Assumption 

Service Current Actual Recommended
1 11.70% 10.35% 11.00% 
2 8.10% 7.33% 7.70% 
3 6.60% 5.52% 6.10% 
4 4.50% 3.54% 4.00% 
5 3.20% 2.40% 2.80% 
10 2.00% 1.37% 1.70% 
15 1.60% 1.00% 1.30% 
20 1.30% 0.90% 1.10% 
25 0.00% 0.04% 0.00% 
30 0.00% 0.00% 0.00% 
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WSPRS - All Plans - Service Based Salary 

Increase Assumption 

Service Current Actual Recommended
1 6.00% 8.16% 7.10% 
2 6.00% 5.82% 5.90% 
3 6.00% 4.38% 5.20% 
4 6.00% 3.97% 5.20% 
5 6.00% 4.32% 5.20% 
10 1.30% 0.71% 0.80% 
15 1.30% -0.40% 0.40% 
20 0.00% 0.38% 0.40% 
25 0.00% 0.07% 0.40% 
30 0.00% 0.46% 0.00% 

 
 
 
O:\SCPP\2008\6-17-08 Full\3.Prelim_Exp_Study_Attach_E-Salary.doc 



Attachment F June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary F-1 

Attachment F 

Miscellaneous Assumptions 
 

AFC Load 

When a member retires from PERS 1, TRS 1, or WSPRS 1 they may be eligible for cash 
payments that will increase the average final compensation (AFC) used in calculating 
their retirement benefit.  Some of these cash payments may include payouts of 
accumulated annual leave, overtime, bonuses, or holiday pay.  A portion of these cash 
payments are billed to the employer so they have been excluded for this analysis.  We 
model this increase in AFC with a load (1 plus the assumption).   

We used retiree records from 1996 through 2006 to study the increase in AFC.  The 
current and recommended AFC Load Assumptions, by Plan, are as follows. 

 

Plan 
Current 

Assumption 
Recommended 

Assumption 
PERS 1 5.0% 4.5% 
TRS 1 1.0% 1.0% 

WSPRS 1 7.5% 7.5% 
 

Age Difference 

Our valuation model requires the age of the member’s spouse in order to calculate 
the survivor benefits that are payable for the spouse’s life.  If this spousal data is 
missing from our valuation data file, we use an assumption for the age difference 
between the member and their spouse. 

We used service and disability retiree records from our experience study data, 2001 
through 2006.  The current and recommended Age Difference Assumptions, based on 
the gender of the plan member, are as follows. 
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Age Difference 

Plan Member
Current 

Assumption
Recommended 

Assumption 
PERS Male  3  3 

  Female -2 -2 
TRS Male  3  3 

  Female -2 -2 
SERS Male  3  3 

  Female -2 -2 
PSERS Male  3  3 

  Female -2 -2 
LEOFF Male  4  3 

  Female -4 -2 
WSPRS Male  3  3 

  Female -2 -2 
 

Certain and Life Annuity 

In many of the plans, the standard retirement option is a monthly benefit payable for 
the lifetime of the member.  If the member dies in retirement before the total 
pension payments they’ve received exceed the value of their accumulated 
contributions, the difference is paid to their beneficiary.  The value of this benefit is 
calculated using a Certain and Life Annuity - a life annuity with a certain, or 
guaranteed, payment period. 

We used retiree records from the 2003 through 2006 valuation data to study the 
average ratio of annual retirement benefits to accumulated contributions for Plan 1 
members.  We used active records from the 2006 valuation data to study expected 
certain periods for Plan 2 members.  

We developed our certain, or guaranteed, period for the standard life annuity 
retirement option specific to each plan.   
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Plan 
Current 

Assumption
Recommended 

Assumption 
PERS 1 3 3 
PERS 2 3 4 
TRS 1* 11 11 
TRS 2 3 5 

SERS 2 3 4 
PSERS 2 N/A 4 
LEOFF 1 N/A 3 
WSPRS 1 N/A 3 
WSPRS 2 4 4 

*Assumption only applies to the annuity portion 
of disability benefits. 

 

LEOFF 1 Dependent Children 

LEOFF Plan 1 members who receive a disability benefit may receive an additional 
benefit of 5 percent of their final average salary (FAS) for each dependent child, to a 
maximum additional 10 percent of FAS.  Surviving spouses of members who die in 
service also receive an additional 5 percent of FAS benefit for each child (to a 
maximum of 10 percent).  These additional benefits have a cost to the system 
because they are provided to the member at no cost.  Therefore, we develop 
assumptions about how many LEOFF 1 members are expected to have children.  We 
also estimate the average length of time these benefits will be payable.   

We used annuitant records from the 2006 valuation data to study this LEOFF Plan 1 
benefit.  The table below shows a sample of our current and recommended 
probability of having dependent children assumption by age. 
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LEOFF 1 Probability of Having Dependent 
Children 

  
Current 

Assumption 
Recommended 

Assumption 
Age Male & Female Male & Female 
20 0.3940 0.0000 
25 0.6200 0.0000 
30 0.8410 0.0000 
35 0.9360 0.0000 
40 0.9020 0.3377 
45 0.7400 0.2652 
50 0.4770 0.1927 
55 0.2240 0.1202 
60 0.1100 0.0477 
65 0.0000 0.0174 
70 0.0000 0.0129 
75 0.0000 0.0084 

 

In addition, we assume that payments made to dependent children will be paid for 
five years. 

 

Member Salaries 

Each year we review the salaries reported in the valuation data for reasonableness 
and make salary adjustments when necessary.  We also set default salaries for data 
that is not reported or considered unreliable.  

We used active records from the 2006 valuation data to study member salaries. 

Maximum Salaries are set each year equal to the salary limit of the Internal Revenue 
Code.  For 2007, the maximum salary is $225,000. 

Minimum Salaries are determined by Plan and reflect full time employment.  The 
following table lists the minimum salaries for 2007 and the basis for the calculation. 
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Plan 
2007 Minimum 

Salary Basis for Minimum Salary Calculation 
PERS $16,000 * Minimum hourly wage in WA multiplied by 2080 hours (8x5x52) 
TRS $31,000 * WA Teacher's pay schedule, BA degree, zero years experience 

SERS $11,000 * Minimum hourly wage in WA multiplied by 1440 hours (8x180) 
LEOFF 1 $38,000  99 percent of all plan salaries exceed this level 
PSERS $26,000 99 percent of all plan salaries exceed this level 

WSPRS 1 $55,000 99 percent of all plan salaries exceed this level 
WSPRS 2 $42,000 99 percent of all plan salaries exceed this level 
* Minimum salaries are adjusted annually. 

 

Low-Service Salary assumption is used to adjust salaries for members that have less 
than two months of service in the current valuation year.  This adjustment is 
necessary because our valuation model assumes all active members become full-time 
in the future and salary data for low-service members is not reliable. 

For Non-SERS members, we find the average salary for actives with one year of 
service for a given system.  We adjust the salary with one year of the general salary 
increase assumption to bring last year’s salary forward to the current valuation year.  
Then, to reflect that not all members with low service are new members, we adjust 
this entry salary by our step salary increase scale.  There is not a set salary amount 
for this assumption, but rather a process that takes place to assign a default salary for 
any given set of circumstances.  

For SERS members, we multiply the median hourly pay by the average number of 
hours worked by all full-time actives.  This default salary, for 2007, is $22,000. 

Terminated Vested Salary is used to estimate the average final salary for terminated 
and vested members when the actual salary data is missing.  We estimate this amount 
by average pay, by system, in various service groups.  The salary is adjusted by the 
general salary increase assumption to reflect the number of years between the date 
of termination and the date the average salary is determined.  The following table 
shows the 2006 base salaries by system and by service group. 

 

Terminated Vested Base Salaries as of 2006 
Years of Service LEOFF PERS TRS SERS PSERS WSP 

Less Than 5 $60,000 $40,000 $43,000 $20,000 $40,000 $52,000 
At least 5, Less Than 10 72,000 47,000 50,000 24,000 51,000 63,000 
At least 10, Less Than 15 76,000 52,000 59,000 26,000 55,000 68,000 
At least 15, Less Than 20 81,000 54,000 64,000 29,000 57,000 71,000 
At least 20, Less Than 25 86,000 57,000 66,000 34,000 59,000 75,000 

At Least 25 87,000 59,000 68,000 37,000 61,000 80,000 
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TRS Plan 1 Temporary Disability Salary is estimated by the Terminated Vested Salary 
for a member with between 20 and 25 years of service.  The salary is increased each 
year with the general salary increase assumption.  For 2006, the average salary is 
$66,000. 

WSPRS Disability Average Final Salary is estimated by the average annual salary for 
the plan based on the recent valuation.  The salary is increased each year with the 
general salary increase assumption.  For 2006, the average salary is $70,000. 

 

Percent Male/Female 

Our valuation data requires a gender code for each plan member in order to calculate 
and project benefits accurately.  Some assumptions used in the actuarial valuation 
are gender-based, such as mortality and disability, and occasionally the data we 
receive is missing gender information.  As a result, we make assumptions as to the 
percent male/female in order to assign a missing gender code. 

We used active records from the 2000 through 2006 valuation data to study percent 
male/female.  The following table shows the assumptions by plan. 

 

Percent Male/Female Assumptions 
 Percent Male  Percent Female Total 

PERS 50% 50% 100% 
TRS 30% 70% 100% 

SERS 20% 80% 100% 
PSERS 70% 30% 100% 
LEOFF 90% 10% 100% 
WSPRS 90% 10% 100% 

 

Percent of Members Selecting Joint and Survivor Options upon Retirement 

We must estimate the percentage of PERS Plan 1 and TRS Plan 1 members who will 
select a joint and survivor benefit option when they retire.  We use this information 
to model how many survivor beneficiaries will continue to receive Uniform COLA 
increases upon their primary annuitants’ deaths. 

We used new service and disability retirement records from the 2001 through 2006 
valuation data. 

The current assumption uses a weighted average for males and females and is based 
on retirement data for the entire system.  The current assumption is 31 percent for 
PERS and 29 percent for TRS. 
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The following recommended assumptions are based on Plan 1 retirements for PERS 
and TRS and are developed by gender.   

 

Percent Selecting Joint & Survivor Options 
- Plan 1 Only 

 Male Female 
PERS 1 48% 18% 
TRS 1 55% 30% 

 

Percent Vested 

Members who leave eligible positions, but are not annuitants in the system, are 
generally considered inactive, or terminated.  Some of these members may be vested 
in their plan and entitled to a future annual benefit.  Still other members are not 
vested, but may return to active employment at some time in the future.  Any 
member who terminates has the right to withdraw their contributions, with interest.  
Members of Plans 1 and 2 who make such withdrawals lose their membership service 
and forfeit their rights to future benefits.  Plan 3 members do not lose their service 
upon withdrawal of their defined contribution accounts. 

Our Percent Vested assumption models the likelihood that terminated vested 
members will leave their savings intact and be entitled to deferred retirement 
benefits. 

We used experience study records from 1995-2004 to count terminations, and among 
those, members who withdraw their savings.  The following tables show a sample of 
the actual percent vested rates, our current assumptions, and our recommended 
assumptions for each plan, by service. 
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PERS 
Percent Vested 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Service Male & Female 
Years Plan 1 Plan 2 

0 0.6290 0.0000 0.0000 0.7478 0.0000 0.0000 
5 0.5695 0.3500 0.4500 0.4868 0.3500 0.4000 
10 0.5843 0.4500 0.5250 0.5570 0.4500 0.5000 
15 0.6688 0.5500 0.6250 0.6040 0.5000 0.5750 
20 0.7560 0.6000 0.6500 0.7496 0.6000 0.6750 
25 0.8608 0.6500 0.7250 0.8286 0.6500 0.7750 

30+ 0.0000 1.0000 0.9250 0.0000 1.0000 0.9500 
 

TRS 
Percent Vested 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Service Male & Female 
Years Plan 1 Plan 2 

0 0.8049 0.0000 0.0000 0.8123 0.0000 0.0000 
5 0.9025 0.6500 0.7250 0.7306 0.6000 0.6500 
10 0.8771 0.7500 0.8000 0.7976 0.6500 0.7000 
15 0.9369 0.8500 0.8750 0.8492 0.7000 0.7750 
20 0.9295 0.9000 0.9000 1.0000 0.9000 0.9250 
25 0.9840 0.9000 0.9250 1.0000 0.9000 0.9500 

30+ 0.0000 1.0000 1.0000 0.0000 1.0000 1.0000 
 

SERS 
Percent Vested 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Service 
Years Male & Female 

0 0.8511 0.0000 0.0000 
5 0.6349 0.5000 0.5750 
10 0.6909 0.6000 0.6500 
15 0.7456 0.7000 0.7250 
20 0.8004 0.7500 0.8000 
25 1.0000 0.8000 0.8500 

30+ 0.0000 1.0000 0.9500 
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WSPRS 
Percent Vested 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Service 
Years Male & Female 

0 0.7273 0.0000 0.0000 
5 0.5714 0.1500 0.2750 
10 0.2941 0.1500 0.2750 
15 0.0000 0.1500 0.4000 
20 0.0000 0.7500 0.7750 
25 0.0000 1.0000 1.0000 

30+ 0.0000 1.0000 1.0000 
 

LEOFF 1 
Percent Vested 

  Actual 
Rates 

Current 
Assumption Assumption 

Service 
Years Male & Female 

0 1.0000 0.0000 0.0000 
5 0.0000 0.1500 1.0000 
10 0.0000 0.1500 1.0000 
15 0.0000 0.1500 1.0000 
20 1.0000 0.7500 1.0000 
25 1.0000 1.0000 1.0000 

30+ 0.0000 1.0000 1.0000 
 

Portability 

An active member of an eligible plan can elect to become a dual member if they have 
prior service in another eligible plan.  Dual membership, also known as portability, 
allows the member to restore service credit withdrawn from another dual member 
system, combine service credit for benefit eligibility, and use their highest “base 
salary” in a dual member system to calculate their retirement benefit.  Our current 
valuation model uses a portability increase factor, or load, to increase the accrued 
benefit for all eligible plans to reflect the expected number of dual members and the 
expected increase in benefits as a result of portability. 

Current portability loads will remain for 2007 and actual portability data will be 
requested starting with the 2008 valuation.  The following table shows the current 
assumption by plan. 



Attachment F June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary F-10 

 

Plan 
Portability 

Load 
PERS 1 0.20% 

PERS 2/3 0.30% 
TRS 1 0.30% 

TRS 2/3 0.10% 
SERS 2/3 0.30% 
PSERS 2 0.00% 
LEOFF 1 0.00% 
WSP 1/2 0.00% 

 

Prior Military Service Credit 

Members of PERS 1 and WSPRS 1 can receive up to a total of five years of military 
service credit for both interruptive and non-interruptive military service combined.  
No member or employer payments are required for this military service credit.  The 
respective systems therefore absorb the cost, which we must estimate in our 
valuation model.  We apply an increase factor for military service credit for all active 
members’ future retirement benefits to determine the cost of free military service 
credit. 

We used annuitant records from the 2006 valuation data to determine the percent of 
members with military service and the average months of military service credit.  We 
convert this to an average additional service credit for all plan members.  To 
determine the increase factor, we divide the average additional service credit by the 
average service among all active members.  The following tables display the data 
used to determine the increase factor, by Plan, under the current assumptions and 
the recommended assumptions. 



Attachment F June 17, 2008 

Preliminary Experience Study Report 

Office of the State Actuary F-11 

 

PERS 1 Prior Military Service Credit Assumptions 

  

Percent with 
Military 
Service 

Average 
Military Service 

Months 

Overall Average 
Additional 

Service Years 
Increase 
Factor 

Current Assumption         
Males 48% 37 1.48 5.9% 

Females 1% 35 0.03 0.1% 
Recommended Assumption         

Males 25% 30 0.64 2.5% 
Females 1% 17 0.01 0.1% 

Note:  Totals may not agree due to rounding.    
 

WSPRS 1 Prior Military Service Credit Assumptions 

  

Percent with 
Military 
Service 

Average 
Military Service 

Months 

Overall Average 
Additional Service 

Years 
Increase 
Factor 

Current Assumption*         
Males 43% 32 1.15 4.0% 

Females 43% 32 1.15 4.0% 
Recommended Assumption         

Males 35% 36 1.07 3.7% 
Females 0% 0 0.00 0.1% 

Note:  Totals may not agree due to rounding.    
*Applied the same increase factors to all members.   
 

Ratio of Survivors of Active Deaths Selecting Annuities 

For most Plans, this assumption models the ratio of active deaths whose survivors 
select annuities (percent married for short).  The exceptions are LEOFF 1 and WSPRS 1 
where the provisions in these plans allow for free survivor benefits.  In these plans, 
we also apply this assumption to current retirees. 

We used experience study records from 1995-2006 to count members who die and 
leave a survivor.  The following tables show a sample of the actual ratio of survivors 
selecting annuities, our current assumptions, and our recommended assumptions for 
each plan, by age and by gender. 
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PERS 1 
Ratio of Survivors of Active Deaths Selecting Annuities 

 Rates Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
40 0.0000 0.4500 0.4552 0.0000 0.1000 0.0957 
45 0.6667 0.5500 0.5564 0.3333 0.4000 0.3348 
50 0.3846 0.6500 0.6070 0.6667 0.4500 0.4783 
55 0.8571 0.7000 0.7081 0.6000 0.4500 0.4783 
60 0.6364 0.7000 0.7081 0.3333 0.4500 0.4783 
65 0.7500 0.7000 0.7081 0.3333 0.4500 0.4783 
70 0.6250 0.7000 0.7081 0.5000 0.4500 0.4783 
75 0.0000 0.7000 0.7081 0.0000 0.4500 0.4783 
80 0.0000 0.7000 0.7081 0.0000 0.4500 0.4783 

 

PERS 2 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
40 0.0000 0.0500 0.0483 0.0000 0.0000 0.0420 
45 0.0000 0.0500 0.0966 0.0000 0.0000 0.0420 
50 0.2500 0.2000 0.2898 0.0000 0.1000 0.1260 
55 0.3704 0.4000 0.4347 0.0909 0.2000 0.2100 
60 0.4667 0.6500 0.5795 0.2778 0.2000 0.2100 
65 0.5455 0.6500 0.5795 0.2000 0.2000 0.2100 
70 0.6250 0.6500 0.5795 0.6000 0.2000 0.2100 
75 0.0000 0.6500 0.5795 0.0000 0.2000 0.2100 
80 1.0000 0.6500 0.5795 0.0000 0.2000 0.2100 
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PERS 3 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
20 0.0000 0.2000 0.0000 0.0000 0.3500 0.0000 
25 0.0000 0.4800 0.4295 0.0000 0.6300 0.1144 
30 0.0000 0.6400 0.4832 0.0000 0.7300 0.2288 
35 0.0000 0.7200 0.4832 0.0000 0.7500 0.2860 
40 0.0000 0.7700 0.5369 0.0000 0.7600 0.3432 
45 0.0000 0.7900 0.5369 0.5000 0.7600 0.4576 
50 0.5000 0.8000 0.6228 0.0000 0.7600 0.5148 
55 0.0000 0.8100 0.6979 0.0000 0.7200 0.5720 
60 0.5000 0.8100 0.7516 0.0000 0.6700 0.5720 
65 0.0000 0.7900 0.7516 0.0000 0.5800 0.5720 
70 0.0000 0.7700 0.7516 0.0000 0.4700 0.5720 
75 0.0000 0.7700 0.7516 0.0000 0.4700 0.5720 
80 0.0000 0.7700 0.7516 0.0000 0.4700 0.5720 

 

TRS 1 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
40 0.0000 0.6500 0.5907 0.0000 0.5500 0.4005 
45 0.0000 0.6500 0.6399 0.5000 0.5500 0.4506 
50 0.6154 0.6500 0.6891 0.2500 0.4500 0.4506 
55 0.6154 0.6500 0.6891 0.4286 0.4500 0.4506 
60 0.6667 0.7500 0.6891 0.7500 0.3500 0.4506 
65 0.6000 0.7500 0.6891 0.0000 0.3500 0.4506 
70 0.0000 0.7500 0.6891 0.0000 0.3500 0.4005 
75 0.0000 0.7500 0.6891 0.0000 0.3500 0.4005 
80 0.0000 0.7500 0.6891 0.0000 0.3500 0.4005 
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TRS 2 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
50 0.0000 0.0000 0.1881 0.0000 0.1500 0.1718 
55 1.0000 0.5000 0.5173 0.0000 0.4000 0.2864 
60 1.0000 0.7500 0.7054 0.3333 0.5000 0.4582 
65 0.0000 0.7500 0.7054 0.5000 0.6700 0.5155 
70 0.0000 0.7500 0.7054 1.0000 0.6700 0.8019 
75 0.0000 0.7500 0.7054 0.0000 0.6700 0.8019 
80 0.0000 0.7500 0.7054 0.0000 0.6700 0.8019 

 

TRS 3 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
20 0.0000 0.2000 0.0000 0.0000 0.3500 0.0000 
25 0.0000 0.4800 0.3384 0.0000 0.6300 0.4480 
30 0.0000 0.6400 0.3384 1.0000 0.7300 0.5039 
35 0.0000 0.7200 0.3948 1.0000 0.7500 0.5599 
40 0.0000 0.7700 0.4512 0.0000 0.7600 0.5039 
45 0.2500 0.7900 0.4738 0.3333 0.7600 0.5039 
50 0.0000 0.8000 0.5076 0.4000 0.7600 0.4480 
55 0.0000 0.8100 0.5076 0.6667 0.7200 0.4480 
60 1.0000 0.8100 0.5640 0.6667 0.6700 0.4480 
65 0.0000 0.7900 0.6204 0.0000 0.5800 0.4480 
70 0.0000 0.7700 0.6768 0.0000 0.4700 0.4480 
75 0.0000 0.7700 0.6768 0.0000 0.4700 0.4480 
80 0.0000 0.7700 0.6768 0.0000 0.4700 0.4480 
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SERS 2 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
40 0.0000 0.0500 0.0489 0.0000 0.0000 0.0000 
45 0.0000 0.0500 0.1468 0.0000 0.0000 0.0326 
50 0.0000 0.2000 0.2937 1.0000 0.1000 0.1306 
55 0.6667 0.4000 0.3916 0.2500 0.2000 0.1959 
60 0.0000 0.6500 0.5874 0.6667 0.2000 0.2938 
65 0.6667 0.6500 0.6363 0.0000 0.2000 0.3264 
70 0.0000 0.6500 0.7342 0.0000 0.2000 0.3264 
75 0.0000 0.6500 0.8321 0.0000 0.2000 0.3264 
80 0.0000 0.6500 0.8321 0.0000 0.2000 0.3264 

 

SERS 3 
Ratio of Survivors of Active Deaths Selecting Annuities 

  Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Actual 
Rates 

Current 
Assumption 

Recommended 
Assumption 

Age Male Female 
20 0.0000 0.2000 0.0000 0.0000 0.3500 0.0000 
25 0.0000 0.4800 0.0000 0.0000 0.6300 0.0000 
30 0.0000 0.6400 0.0000 0.0000 0.7300 0.0000 
35 0.0000 0.7200 0.0000 0.0000 0.7500 0.3397 
40 0.0000 0.7700 0.2322 0.0000 0.7600 0.3397 
45 0.0000 0.7900 0.3483 0.2500 0.7600 0.3963 
50 0.0000 0.8000 0.4064 0.6250 0.7600 0.3963 
55 0.0000 0.8100 0.4645 0.3333 0.7200 0.5662 
60 0.0000 0.8100 0.5225 0.0000 0.6700 0.5662 
65 0.0000 0.7900 0.5225 0.5000 0.5800 0.5662 
70 1.0000 0.7700 0.5225 0.0000 0.4700 0.5662 
75 0.0000 0.7700 0.5225 0.0000 0.4700 0.5662 
80 0.0000 0.7700 0.5225 0.0000 0.4700 0.5662 
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LEOFF 1 
Ratio of Survivors Selecting Annuities 

  Actual 
Rates 

Current 
Assumption

Recommended 
Assumption 

Age Male & Female 
35 0.0000 0.0000 0.0000 
40 0.0000 0.6000 0.5600 
45 0.0000 0.6000 0.5600 
50 1.0000 0.6000 0.5600 
55 0.5000 0.6000 0.5600 
60 0.8333 0.6000 0.5600 
65 0.5455 0.6000 0.5600 
70 0.5000 0.6000 0.5600 
75 0.5769 0.6000 0.5600 

80+ 0.4975 0.6000 0.5600 
 

WSPRS 1 
Ratio of Survivors Selecting Annuities 

  
Actual 
Rates 

(LEOFF 1) 

Current 
Assumption 
(LEOFF 1) 

Recommended 
Assumption 
(LEOFF 1) 

Age Male & Female 
35 0.0000 0.0000 0.0000 
40 0.0000 0.6000 0.5600 
45 0.0000 0.6000 0.5600 
50 1.0000 0.6000 0.5600 
55 0.5000 0.6000 0.5600 
60 0.8333 0.6000 0.5600 
65 0.5455 0.6000 0.5600 
70 0.5000 0.6000 0.5600 

75+ 0.5769 0.6000 0.5600 
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WSPRS 2 
Ratio of Survivors of Active Deaths Selecting 

Annuities 

  
Actual 
Rates 

(LEOFF 2) 

Current 
Assumption 
(LEOFF 2) 

Recommended 
Assumption 
(LEOFF 2) 

Age Male & Female 
35 0.0000 0.0000 0.0658 
40 0.2000 0.6000 0.1644 
45 0.5000 0.6000 0.2631 
50 0.5000 0.6000 0.2960 
55 1.0000 0.6000 0.3947 
60 1.0000 0.6000 0.5262 
65 0.0000 0.6000 0.5262 
70 0.0000 0.6000 0.5262 
75 0.0000 0.6000 0.5262 

 

Terminated Vested Indexed Benefit 

Any Plan 3 member that terminates from employment with twenty or more years of 
service will receive a pre-retirement COLA of 3 percent per year.  The COLA is paid on 
their defined benefit amount until the date they retire.  Our valuation model requires 
that we make an assumption for the number of years that the member will receive 
pre-retirement COLAs. 

If the member has 30 or more years of service on termination, they will be entitled to 
subsidized early retirement factors.  We assume these members will begin receiving 
their retirement benefit at the earliest age, 55. 

If the member has less than 30 years of service on termination, their benefit will be 
actuarially reduced for early retirement.  In this case, we assume 50 percent will 
begin receiving their retirement benefits at age 55 and 50 percent will defer 
retirement to age 65. 

We are not recommending any adjustments to this assumption as a result of this 
experience study. 

 

WSPRS Disabled Life Expectancy 

When a disabled member dies their spouse is entitled to a survivor benefit.  The 
survivor benefit is based on the salary for current active members who hold the same 
rank the disabled member held when the disability occurred.  In order to estimate the 
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future salary, we need to determine the life expectancy, by gender, for a disabled 
WSPRS member. 

We used inactive records from the 2006 valuation data to determine an average age 
of disablement of 43.  Using the disabled mortality rates developed in this experience 
study, we calculated a future life expectancy of 24 years for males (to age 67) and 31 
years for females (to age 74).  The resulting salary increase factors are 1.4 for males 
and 1.6 for females.  
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No written materials have been included for 
this agenda item.   

Copies of a PowerPoint presentation will be 
provided to members on the day of the 
meeting and posted on the SCPP website after 
the meeting.   
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WhatWhat’’s In The 2007 AVRs In The 2007 AVR

Report of the Combined Actuarial Valuation as of June 30, Report of the Combined Actuarial Valuation as of June 30, 
20072007
Actuarial Valuation performed on the following Washington Actuarial Valuation performed on the following Washington 
State retirement systemsState retirement systems

PERSPERS
TRSTRS
SERSSERS
PSERSPSERS
LEOFF LEOFF –– Just Plan 1 todayJust Plan 1 today
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Includes assumptions from Preliminary Experience StudyIncludes assumptions from Preliminary Experience Study
Includes cost of 2008 LegislationIncludes cost of 2008 Legislation
Assumes plans are ongoingAssumes plans are ongoing
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Why We Perform The Actuarial ValuationsWhy We Perform The Actuarial Valuations

Systematic actuarial fundingSystematic actuarial funding
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Sources Of Funding For Washington Retirement SystemsSources Of Funding For Washington Retirement Systems

Current assetsCurrent assets
Past contributionsPast contributions
Past investment returnsPast investment returns

Future contributionsFuture contributions
Future investment returnsFuture investment returns
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Total Future Benefits to be Paid by Funding Source
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The Plans 2/3 CombinedThe Plans 2/3 Combined
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Total Future Benefits to be Paid by Funding Source
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The Future Contributions Slice of the PieThe Future Contributions Slice of the Pie
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Preliminary Employer Contribution Rates*Preliminary Employer Contribution Rates*
Using 4.50% General Salary Increase AssumptionUsing 4.50% General Salary Increase Assumption

10.26%10.26%9.99%9.99%9.27%9.27%PSERSPSERS

10.13%10.13%

0.00%0.00%

8.25%8.25%

10.39%10.39%

7.77%7.77%

20092009--2011 2011 
ProjectedProjected

8.42%8.42%7.38%7.38%SERSSERS

0.00%0.00%0.00%0.00%LEOFF 1LEOFF 1

9.35%9.35%7.70%7.70%WSPRSWSPRS

11.04%11.04%8.30%8.30%TRSTRS

8.30%8.30%8.15%8.15%PERSPERS

20092009--2011 2011 
UpdatedUpdated

20082008--09 09 
AdoptedAdoptedSystemSystem

*Excludes current administrative expense rate of 0.16%.
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Preliminary Budget Impacts Using 4.50% SalaryPreliminary Budget Impacts Using 4.50% Salary

Difference between 2009Difference between 2009--11 Projected and Updated11 Projected and Updated

$88.9$88.9$81.8$81.8Local EmployerLocal Employer

$57.3$57.3$53.7$53.7General FundGeneral Fund

20112011--2013201320092009--20112011($ in Millions)($ in Millions)

Net Change in BudgetNet Change in Budget
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Preliminary Employer Contribution Rates*Preliminary Employer Contribution Rates*
Using 4.25% Salary AssumptionUsing 4.25% Salary Assumption

10.15%10.15%9.99%9.99%9.27%9.27%PSERSPSERS

10.13%10.13%

0.00%0.00%

8.25%8.25%

10.39%10.39%

7.77%7.77%

20092009--2011 2011 
ProjectedProjected

8.23%8.23%7.38%7.38%SERSSERS

0.00%0.00%0.00%0.00%LEOFF 1LEOFF 1

8.85%8.85%7.70%7.70%WSPRSWSPRS

10.38%10.38%8.30%8.30%TRSTRS

8.05%8.05%8.15%8.15%PERSPERS

20092009--2011 2011 
UpdatedUpdated

20082008--09 09 
AdoptedAdoptedSystemSystem

*Excludes current administrative expense rate of 0.16%.
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Preliminary Budget Impacts Using 4.25% SalaryPreliminary Budget Impacts Using 4.25% Salary

Difference between 2009Difference between 2009--11 Projected and Updated11 Projected and Updated

$57.3$57.3$45.4$45.4Local EmployerLocal Employer

$48.4$48.4$41.8$41.8General FundGeneral Fund

20112011--2013201320092009--20112011($ in Millions)($ in Millions)

Net Change in BudgetNet Change in Budget
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Preliminary Plan 2 Member Contribution RatesPreliminary Plan 2 Member Contribution Rates
Using 4.50% Salary Assumption Using 4.50% Salary Assumption 

7.15%7.15%6.98%6.98%6.57%6.57%PSERSPSERS

6.95%6.95%

N/AN/A

4.36%4.36%

5.11%5.11%

4.66%4.66%

20092009--2011 2011 
ProjectedProjected

4.32%4.32%4.68%4.68%SERSSERS

N/AN/AN/AN/ALEOFF 1LEOFF 1

6.95%6.95%6.65%6.65%WSP*WSP*

5.17%5.17%4.18%4.18%TRSTRS

5.08%5.08%5.45%5.45%PERSPERS

20092009--2011 2011 
UpdatedUpdated

20082008--09 09 
AdoptedAdoptedSystemSystem

* Rate for all plan members.
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Preliminary Plan 2 Member Contribution RatesPreliminary Plan 2 Member Contribution Rates
Using 4.25% Salary Assumption Using 4.25% Salary Assumption 

6.98%6.98%6.98%6.98%6.57%6.57%PSERSPSERS

6.95%6.95%

N/AN/A

4.36%4.36%

5.11%5.11%

4.66%4.66%

20092009--2011 2011 
ProjectedProjected

4.05%4.05%4.68%4.68%SERSSERS

N/AN/AN/AN/ALEOFF 1LEOFF 1

6.95%6.95%6.65%6.65%WSP*WSP*

5.01%5.01%4.18%4.18%TRSTRS

4.77%4.77%5.45%5.45%PERSPERS

20092009--2011 2011 
UpdatedUpdated

20082008--09 09 
AdoptedAdoptedSystemSystem

* Rate for all plan members.
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Why The Contribution Rates Are PreliminaryWhy The Contribution Rates Are Preliminary

Valuation changes still expected from auditorValuation changes still expected from auditor
Changes are standard practice in an actuarial auditChanges are standard practice in an actuarial audit

Experience study assumptions not quite finalizedExperience study assumptions not quite finalized
PFC could still make changesPFC could still make changes
Legislature can make changes in 2009 SessionLegislature can make changes in 2009 Session
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The Current Assets Slice Of The PieThe Current Assets Slice Of The Pie

Market Value of Assets (MVA)Market Value of Assets (MVA)
Past contributionsPast contributions
Past investment returnsPast investment returns

Actuarial Value of Assets (AVA)Actuarial Value of Assets (AVA)
Starts with MVAStarts with MVA
Smoothes investment gains and lossesSmoothes investment gains and losses
Corridor limits smoothing to at most of 30% of the MVACorridor limits smoothing to at most of 30% of the MVA

Ensures reasonable relationship between AVA and MVAEnsures reasonable relationship between AVA and MVA
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AssetsAssets

$7,636$7,636$6,653$6,653Investment returnInvestment return

16.53%16.53%

--$1,029$1,029

85%85%

$54,909$54,909

$46,428$46,428

6/30/20076/30/2007
($ in millions)($ in millions)

15.76%15.76%Return on assets**Return on assets**

--$1,612$1,612Contributions less Disbursements*Contributions less Disbursements*

91%91%Ratio (AV Ratio (AV ÷÷ MV)MV)

$48,100$48,100Market value (MV)Market value (MV)

$43,927$43,927Actuarial value (AV)Actuarial value (AV)

9/30/20069/30/2006
($ in millions)($ in millions)

All SystemsAll Systems

* Includes transfers, restorations, payables

** Time-weighted return on market value of assets
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Corridor Limits SmoothingCorridor Limits Smoothing
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The Whole Pie Represents The Benefits To Be PaidThe Whole Pie Represents The Benefits To Be Paid

The Actuarial Liabilities are benefits in todayThe Actuarial Liabilities are benefits in today’’s dollarss dollars
Liability MeasuresLiability Measures

The current value of all future pensionsThe current value of all future pensions
The current value of earned pensions not covered by current The current value of earned pensions not covered by current 
assetsassets
The current value of all earned pensionsThe current value of all earned pensions

Liability measures reported and used for different purposesLiability measures reported and used for different purposes
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Actuarial LiabilitiesActuarial Liabilities

8.00%8.00%

$48,071$48,071

$5,052**$5,052**

$62,143$62,143

6/30/20076/30/2007
($ in millions)($ in millions)

8.00%8.00%Valuation interest rateValuation interest rate

$44,566$44,566Current Value of all Earned PensionsCurrent Value of all Earned Pensions

$4,470$4,470Earned Pensions Not Covered by Current Earned Pensions Not Covered by Current 
Assets*Assets*

$57,273$57,273Current Value of all Future PensionsCurrent Value of all Future Pensions

9/30/20069/30/2006
($ in millions)($ in millions)

All SystemsAll Systems

* UAAL for PERS 1, TRS 1, and LEOFF 1.

** $6.0 billion if you exclude LEOFF 1.
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Funded Status Brings Liabilities And Assets TogetherFunded Status Brings Liabilities And Assets Together

Funded StatusFunded Status
$ in Assets for every $ in earned liabilities$ in Assets for every $ in earned liabilities
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Combined Funded StatusCombined Funded Status

97%97%

$1,644$1,644

$48,071$48,071

$46,428$46,428

6/30/20076/30/2007
($ in millions)($ in millions)

99%99%Funded ratio*Funded ratio*

$639$639Unfunded Value of all Earned PensionsUnfunded Value of all Earned Pensions

$44,566$44,566Current Value of all Earned PensionsCurrent Value of all Earned Pensions

$43,927$43,927Actuarial Value of AssetsActuarial Value of Assets

9/30/20069/30/2006
($ in millions)($ in millions)

All SystemsAll Systems

* All plans except LEOFF 2 combined. Assets from an individual qualified retirement plan may 
not be used to fund benefits from another plan. This table, therefore, is for summarization 
purposes only.
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Funded Status By Plan (Actuarial Basis)Funded Status By Plan (Actuarial Basis)

71%

118%

76%

128% 124%
116%

124% 127%
116%

0%

20%

40%

60%

80%

100%

120%

140%

160%

PERS 1 PERS 2/3 TRS 1 TRS 2/3 SERS 2/3 PSERS 2 LEOFF 1 LEOFF 2 WSP

O:\SCPP\2008\6-17-08 Full\4.Actuarial_Valuation_Report.ppt 25

Summary Of Participant DataSummary Of Participant Data

10.910.910.710.7Average serviceAverage service

121,458121,458

46.646.6

$47,137$47,137

278,091278,091

6/30/20076/30/2007

120,191120,191Number of annuitantsNumber of annuitants

46.346.3Average attained ageAverage attained age

$45,699$45,699Average annual salaryAverage annual salary

277,272277,272Number of activesNumber of actives

9/30/20069/30/2006All SystemsAll Systems
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Key Economic AssumptionsKey Economic Assumptions

3.50%3.50%InflationInflation

1.25%1.25%Growth in membership*Growth in membership*

4.50%4.50%Salary increase (general)Salary increase (general)

8.00%8.00%Valuation interest rateValuation interest rate

* 0.90% for TRS.
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Next StepsNext Steps

SCPPSCPP
Receive audit report for JulyReceive audit report for July
Recommend contribution rates to PFC in JulyRecommend contribution rates to PFC in July

PFC will adopt final experience study assumptions and PFC will adopt final experience study assumptions and 
contribution rates by July 31contribution rates by July 31

Rates effective 7/1/2009 for PERS, PSERS, LEOFF, and WSPRSRates effective 7/1/2009 for PERS, PSERS, LEOFF, and WSPRS
Rates effective 9/1/2009 for TRS, and SERS Rates effective 9/1/2009 for TRS, and SERS 

Updated projections will be available later this FallUpdated projections will be available later this Fall
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SERS Past Part-Time Service Credit 
 

Description of Issue 

In the past, some SERS members made contributions to the retirement system 
without receiving service credit.  This occurred because contributions were 
required even if a member did not work enough hours to qualify for service 
credit.  Current rules do not allow for such “non-credited” service.   

SERS members have suggested that the current, more generous, service credit 
rules be retroactively applied to their non-credited past service.   

Nearly 4,000 SERS members, and over 15,000 members of other systems may 
have non-credited past service.  

 

Policy Highlights 
˜ Impacts more than SERS. 

˜ Legislature has dealt with this before (1986 & 1991).  Didn’t change past 
non-credited service–except for some teachers.  

˜ Differs from other retroactive benefit increases since contributions already 
collected. 

˜ A 2008 non-SCPP bill would have given SERS members credit for non-
credited past service (HB 3182, no hearing). 

˜ Idaho refunds contributions for non-credited service at retirement. 

  

What is the Next Step? 
The committee will decide whether or not to revisit this issue. 

Options include:  

˜ Take no further action. 

˜ More study. 

˜ Sponsor updated HB 3182. 

˜ Develop a completely new proposal.  
 

O:\SCPP\2008\6-17-08 Full\5.SERS_Past_PT_Svc_Cred_Exec_Sum.doc 
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Darren Painter 
Policy Analyst 
360.786.6155 
painter.darren@leg.wa.gov 

SERS Past Part-Time 
Service Credit 

Current Situation 
Some members of the School Employees’ Retirement 
System (SERS) who worked prior to January 1, 1987, have 
made contributions to the retirement system for part-time 
or partial-month work for which they did not receive any 
service credit.  This occurred because, under the rules in 
place at that time, contributions were required even if a 
member did not work enough hours to qualify for service 
credit.  This situation no longer occurs under current rules.  
Service for which contributions were made but no service 
credit granted will be referred to as “non-credited” service 
throughout this paper.     

 
How Service Credit Works 
Classified (i.e. non-teachers) school employees in 
retirement-system eligible positions make contributions to 
the retirement system on their salaries and receive service 
credit under applicable rules.  Service credit is granted on 
either a monthly or yearly basis.  Employees working in 
positions that are ineligible for retirement system 
participation (generally temporary or requiring few hours) 
do not pay any contributions or earn any service credit.   

Currently, service credit is earned and contributions are 
made for any hours worked in an eligible position.  
Members who do not work enough hours to receive full 
service credit for the year or month will receive partial 
service credit for the year or month.  Thus, under current 
rules, some service credit is always earned for periods in 
which contributions are made.  See Appendix A for details 
of current service credit provisions. 

 

How Did This Issue Come About? 
The current rules allowing for partial service credit were put 
into place on September 1, 1991.  Prior to that, service 
credit rules used to grant service credit on an all-or-nothing 
basis.  Members who worked the minimum number of hours 

In Brief 
 
 
ISSUE 
In the past, some SERS 
members have made 
contributions for work 
covered by the retirement 
system without receiving 
service credit.  This 
occurred because 
contributions were 
required even if a member 
did not work enough hours 
to qualify for service 
credit.  Current rules do 
not allow for such “non-
credited” service.   

Stakeholders are 
suggesting that the 
current, more generous, 
service credit rules be 
retroactively applied to 
their past service.  

 
 
MEMBER IMPACT 
As of 2008, nearly 4,000 
SERS members and over 
15,000 members of other 
systems may have non-
credited service. 
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(90 hours in a month or 810 hours for a full school year) 
received full service credit for the period.  Members who 
worked less than the minimum hours in a month did not 
receive any service credit for the month at all.   

Some members might have made contributions for months 
in which service credit was not earned, depending on the 
contribution policy in effect.  Prior to January 1, 1987, 
contributions were paid on all salaries in eligible positions 
whether or not service credit was earned.  Beginning 
January 1, 1987, contributions were not required for any 
month in which service credit was not granted.   

 

History 
Service credit rules and contribution policies related to 
part-time and partial-month service credit have changed 
over time.  Two bills are particularly relevant to an 
understanding of how this issue evolved.  There has also 
been recent legislative activity on this issue.   

 
Background on Service Credit and Contributions 
Prior to September 1, 1991, partial service credit was 
generally not provided in Washington State retirement 
systems.*  However, until 1987, members were required to 
make contributions on salaries earned in an eligible 
position—whether or not service credit was also earned for 
the month.   

All classified school employees were covered by the Public 
Employees’ Retirement System (PERS) prior to 2000, and 
their service credit was granted under PERS rules.  In 2000, 
classified school employees in PERS 2 were transferred to 
SERS.  Classified school employees in PERS 1 remained in 
PERS. 
*Except for Plan 1 of the Teachers’ Retirement System, which did 
provide partial service credit at that time.  

 
Contribution Policy Changed in 1987 
In 1986, a bill was passed that changed the contribution 
policy in relation to service credit for PERS, the Teachers’ 
Retirement System (TRS), and the Law Enforcement 
Officers’ and Fire Fighters’ Retirement System (LEOFF).  (See 

Until 1987, contributions 
were required whether or 
not service credit was 
earned. 
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Chapter 268, Laws of 1986.)  Under the new policy, no 
member or employee contributions were required for any 
calendar month in which the member did not receive 
service credit.  This change went into effect January 1, 
1987, and did not apply to contributions made prior to the 
effective date.  Ultimately, the provision was not 
administrable due to limitations in the way payrolls were 
processed.   
 
JCPP Studied Part-Time Employment in 1990 
In 1990, the Joint Committee on Pension Policy (JCPP) 
studied issues related to part-time employment.  The JCPP 
looked at retirement benefits for job-share and other part-
time positions as well as current and past contribution 
requirements for such positions.  The JCPP recommended 
legislation on this topic for the 1991 session. 

 
Partial Service Credit Rules Established in 1991 
In 1991, a version of the JCPP’s bill on part-time 
employment passed the Legislature (Chapter 343, Laws of 
1991).  This bill made several changes related to service 
credit including: 

• Setting forth a new legislative retirement policy 
that persons hired into eligible positions shall earn 
some service credit for any service rendered. 

• Establishing the current structure for granting 
partial service credit for service rendered after 
September 1, 1991, in PERS, TRS 2, and LEOFF 2.   

• Requiring refunds of contributions paid on and 
after January 1, 1987, for non-credited service.  
These refunds were made to members of PERS, 
TRS 2, and LEOFF 2.  (This provision ensured 
compliance with the earlier contribution policy 
change.)   

• Granting half-time service credit for TRS 2 
members who worked under half-time contracts 
prior to December 31, 1986. 

 

 

After 1987, contributions 
weren’t required unless 
service credit was earned. 

In 1991, service credit was 
granted for all work in an 
eligible position. 
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Recent Legislation on This Issue 
During the 2008 Legislative session, a non-SCPP bill was 
introduced that dealt with non-credited past service for 
SERS members.  HB 3182 would have allowed active SERS 
members to receive service credit for any non-credited 
service in an eligible position prior to September 1, 1987.  
The bill would allow service credit to be granted for those 
months based on current service credit rules; no additional 
contributions would be required.  The fiscal note indicated 
a cost to the system and a rate impact in the current 
biennium.  This bill did not receive a hearing.    

 

Example 
Sally is a food service worker for a school district.  She 
worked part-time for the district between 1978 and 1987 
before becoming a full-time employee.  Sally’s part-time 
position was eligible for participation in the retirement 
system.  During the years that Sally worked part-time, she 
made contributions to the system on her earnings each 
month.  During some months Sally was not able to work the 
90 hours required to receive service credit under the rules in 
place at that time.  For these months, Sally received no 
service credit but still paid her contributions to the system.   
These non-credited months were often months with fewer 
scheduled classroom days such as December, April, and 
June.   

 

Policy Analysis 
Impact on Members 
The impact of non-credited service varies based on a 
couple of factors.  One factor is whether members draw a 
pension from the plan and the other factor is what plan 
they are in. 

Non-credited service is not used in the calculation of 
pensions.  Members with non-credited service who receive 
their contributions back with interest do get added value 
from contributions made for that service.  Included in this 
group are Plan 3 members, and Plan 2 members who 
withdraw from the system (hence giving up their rights to a 
pension).  In contrast, Plan 2 members who go on to 
receive a pension do not get any added value from 

A non-SCPP bill was 
introduced in 2008 that 
would have given SERS 
members non-credited 
past service. 

Some members receive 
value from contributions 
for non-credited service, 
while others do not. 
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contributions for non-credited service.  In effect, these 
Plan 2 members end up paying more for their pension.  
However, they will still receive back more in pension 
payments than they paid in contributions.  This is because 
pensions are also paid for by employer contributions and 
investment earnings.     

 

Other Examples of Paying Without Adding Value  
The previous section explored how Plan 2 members with 
non-credited past service pay more for their pension 
without receiving any added value.  Are there other 
examples within Washington’s retirement systems of 
members paying without adding value to their retirement 
benefit?  The answer is yes.   

One example is the recently enacted subsidized early 
retirement factors for Plan 2/3 members with 30 years of 
service.  All Plan 2 members will pay for this through higher 
contribution rates.  However, some members will never be 
able to take advantage of the new factors because they 
won’t earn the required service prior to age 65.    

Service credit rules provide another example.  Members 
who work more than the minimum number of hours 
required for full service credit effectively pay extra for their 
service.  They pay contributions on all hours worked over 
the minimum but receive no additional service credit.   

To illustrate, consider two SERS members.  One member 
works 90 hours in a month, the other works 160 hours.  Both 
members contribute for all hours worked and both 
members receive exactly one month of service credit.  
Salary considerations aside, the member who worked 160 
hours will not receive any extra pension value for the 
contributions made for hours worked over 90.  

 
Other Washington Plans 
The Department of Retirement Systems estimates that, as of 
April, 2008, over 15,000 members of the sate’s other 
retirement systems might have non-credited past service.  
This includes both active and inactive, non-retired 
members. 

Members of PERS, TRS 2, and LEOFF 2 who worked prior to 
January 1, 1987, might have contributed to the retirement 

Over 15,000 non-SERS 
members might have non-
credited past service. 

There are other examples 
in Washington’s systems of 
members paying without 
receiving added value. 
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system during months in which they did not work enough 
hours to earn service credit.  PERS members are the most 
likely to be impacted since there are more part-time 
positions in PERS than the other systems.  (Note:  Impacted 
Plan 2 members of PERS and TRS may have since 
transferred to Plan 3.)   

Current and future members of LEOFF Plan 1 and the 
Washington State Patrol Retirement System (WSPRS) might 
be impacted as well.  LEOFF Plan 1 and WSPRS do not 
provide partial service credit.  Members in these plans who 
work less than 70 hours a month in an eligible position do 
not receive any service credit for the month.  However, 
they are still required to make contributions for the month.  
Since these plans are only open to full-time employees, 
members are most likely impacted if they are hired near 
the end of a month or leave near the beginning.   

While this issue may impact members of other systems, only 
SERS members are seeking a solution at this time.    

 
Other States  
Idaho is the only one of ten Washington peer states in 
which classified school employees might be required to 
make contributions to a defined benefit plan without 
earning service credit.  However, any contributions made 
for non-credited service are refunded to the member with 
interest when they withdraw or retire from the system.  
Members who retire receive the refunded contributions in 
addition to their service-based pension.  Generally, only 
members who withdraw from the system can have their 
contributions refunded (as with Plans 1 and 2 of 
Washington’s systems). 

 

Implications of Retroactive Policy Changes 
This issue illustrates what often happens when retirement 
policy is changed midstream.  Inconsistencies might be 
created in benefits among various generations of workers.  
Consequently, members may seek to have the more 
favorable policy applied to past service.  In this instance, 
members are suggesting that the current, more generous, 
service credit rules be applied to service rendered prior to 

Idaho refunds contributions 
for non-credited service. 
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when the rules were adopted.  Changes applied to past 
service are often referred to as “retroactive” changes.   

What happens when a benefit change is retroactively 
applied?  In most cases, the cost of the improvement is 
spread to future workers and taxpayers since the benefit 
was not funded when it was earned.  However, this issue 
differs in that contributions were collected while the 
member was working, but no additional pension benefit 
was provided.   

While it could be claimed that members and taxpayers 
have already paid for the cost of the non-credited past 
service, there is still a cost to grant this service today.  This is 
because the retirement system has already realized a gain 
for non-credited service.  (The system “gains” when 
contributions are collected but no pension benefit is 
provided.)  There will be a cost to the retirement system if 
the prior gains realized for non-credited service are given 
back in new benefit improvements.   

 
Legislative Precedent on Non-Credited Past Service 
At least twice, the Legislature has had the opportunity to 
address the issue of non-credited past service.  With one 
limited exception, the Legislature has chosen to not 
retroactively apply a solution.  One opportunity was in 1986 
when the Legislature established the policy that 
contributions were not required when service credit was 
not granted.  At that time, the Legislature did not require a 
refund of contributions for past non-credited service.  A 
second opportunity occurred in 1991 when the Legislature 
established the policy that persons hired into eligible 
positions shall earn service credit for all service rendered.  
The resulting new service credit rules were not applied to 
prior service.  (The Legislature did create a special service 
credit rule that retroactively applied to half-time teachers.) 

 
Why Not Make Policy Changes Retroactive? 
There are many reasons that policy makers may not apply 
a policy change retroactively.  It might be a matter of 
practicality:  it costs too much or is too difficult to 
administer.  Policy makers may also be concerned about 
maintaining fairness across generations by not shifting costs 

It could be claimed that 
non-credited past service 
has already been paid for. 

With one exception, the 
Legislature has chosen to 
not retroactively apply a 
solution. 
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to future generations (less of an issue with non-credited 
service).  Another reason is that policy makers may wish to 
support the flexibility of the retirement systems.  Requiring 
every policy change to apply retroactively might hamper 
the ability of policy makers to adapt retirement systems to 
changing circumstances.  

 

Implications for Recent SCPP Work on Service Credit  
Retroactive changes for non-credited past service may 
lead to calls for the recent TRS and SERS half-year contract 
changes to be applied retroactively as well.  In 2007, the 
SCPP recommended new, more generous, service credit 
rules for teachers and school employees working half-year 
contracts.  The changes that were recommended by the 
SCPP and passed by the Legislature did not apply to prior 
service.   

 
Policy Implications of HB 3182 
HB 3182 is a non-SCPP bill introduced in 2008 that addresses 
the issue of non-credited past service.  (Refer to the History 
section of this paper for a more complete description.)  This 
bill requires a retroactive application of current service 
credit rules and only applies to active SERS members.  The 
earlier discussion of the policy implications of retroactive 
changes and impacts on other Washington retirement 
systems apply to HB 3182.   

Also, there is likely a technical problem with the date used 
in the bill draft for granting non-credited past service.  The 
date used in the bill (September 1, 1987) falls after the date 
when contributions for non-credited service were refunded 
(January 1, 1987). 

   

Conclusion 
The issue of non-credited past service has implications 
around retroactive policy changes and equity across 
systems.  It also raises questions about charging members 
without providing additional value in retirement benefits.  
The issue was first identified many years ago and the 
Legislature has had opportunities to address it.  A bill was 
introduced in 2008 that proposes one possible solution for 

HB 3182 requires a 
retroactive application of 
service credit rules and 
only applies to SERS. 
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some impacted members.  The State of Idaho has found a 
different way to address non-credited service.  SCPP 
members may wish to consider both these and other options 
in response to this issue. 

 

Procedural Options 
The committee may wish to consider a variety of options in 
responding to this issue including: 

• Consider this study informational and take no 
other action. 

• Study the impacts on other systems. 

• Sponsor an updated HB 3182 in the upcoming 
session. 

• Develop a new SCPP proposal on this issue. 

 

Bill Draft 
A copy of HB 3182 from the 2008 session is attached for 
reference.   

 

Fiscal Note 
The fiscal note for HB 3182 is attached for reference. 

 

Stakeholder Correspondence 
E-mail correspondence and a related attachment are 
included for reference.   

 

Stakeholder Input 
 
Correspondence from: 

Carey Ensign and David 
Westberg 
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Appendix A 

SERS Service Credit Rules*  
 

Currently, SERS members earn service credit as follows: 

• At least 810 hours worked in a full school year = 
12 months of service credit. 

• At least 630 hours but less than 810 hours worked 
in a full school year = 6 months of service credit. 

• At least 630 or more hours worked in five months 
of a six month period within a school year = 6 
months of service credit. 

 

Working less than a full school year or less than 630 hours; 
service credit is calculated on a month to month basis as 
follows: 

• 90 hours or more in a month = 1 month of 
service credit. 

• At least 70, but less than 90 hours in a month = 
½ month of service credit. 

• Less than 70 hours in a month = ¼ month of 
service credit. 

 

*Note:  Members are awarded service credit under whichever rule 
provides the most service credit. 
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ItIt’’s All In The Ruless All In The Rules

Prior service credit rules were all or nothingPrior service credit rules were all or nothing
Work required hours Work required hours →→ full creditfull credit
Work less Work less →→ no credit no credit 

For years, contributions required even if member didnFor years, contributions required even if member didn’’t t 
earn service creditearn service credit

““NonNon--creditedcredited”” serviceservice

Current service credit rules more generous in most plans  Current service credit rules more generous in most plans  
Some credit earned for any hours worked Some credit earned for any hours worked 
NonNon--credited service not allowed credited service not allowed 

SERS members want current rules applied to past nonSERS members want current rules applied to past non--
credited servicecredited service

5
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Impacts More Than SERSImpacts More Than SERS

Who may have nonWho may have non--credited past service?credited past service?
4,000 SERS 4,000 SERS 
15,000 PERS, TRS, LEOFF & WSPRS15,000 PERS, TRS, LEOFF & WSPRS
Includes active and inactive, nonIncludes active and inactive, non--retired membersretired members

LEOFF 1 and WSPRS still allow nonLEOFF 1 and WSPRS still allow non--credited servicecredited service
How are members impacted?How are members impacted?

NonNon--credited service doesncredited service doesn’’t count in pensiont count in pension
Plan 3 retirees receive contributions back for nonPlan 3 retirees receive contributions back for non--credited credited 
past service with interestpast service with interest

6
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Legislature Has Taken Action BeforeLegislature Has Taken Action Before

Changed contribution policy in 1987Changed contribution policy in 1987
No contributions unless service credit earnedNo contributions unless service credit earned

Changed service credit policy in 1991Changed service credit policy in 1991
Earn some credit for any work in eligible positionEarn some credit for any work in eligible position

Policy changes were not retroactivePolicy changes were not retroactive
One retroactive change for teachersOne retroactive change for teachers

Special rule in 1991 to retroactively grant halfSpecial rule in 1991 to retroactively grant half--time service time service 
credit to halfcredit to half--time teachers time teachers 

7
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One Peer State Refunds ContributionsOne Peer State Refunds Contributions

Idaho refunds contributions for nonIdaho refunds contributions for non--credited service with credited service with 
interest when members retire from systeminterest when members retire from system

Refund is in addition to the pensionRefund is in addition to the pension
Normally only members who withdraw and give up pension Normally only members who withdraw and give up pension 
can get a refundcan get a refund

Plans covering school employees in other peer states Plans covering school employees in other peer states 
dondon’’t have nont have non--credited servicecredited service

8
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Bill Introduced In 2008Bill Introduced In 2008

HB 3182 addressed nonHB 3182 addressed non--credited service credited service 
Required a retroactive application of current service credit Required a retroactive application of current service credit 
rules to past nonrules to past non--credited servicecredited service
Applied to active SERS membersApplied to active SERS members

Did not go through SCPP Did not go through SCPP 
No hearing No hearing 
Copy of bill & fiscal note in materialsCopy of bill & fiscal note in materials

9
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Three Areas Of Policy ImplicationsThree Areas Of Policy Implications

Value to membersValue to members
Retroactive benefit increasesRetroactive benefit increases
Consistency across systemsConsistency across systems

10
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Members DonMembers Don’’t Always Get Direct Valuet Always Get Direct Value

Not unusual in pension plans for members to Not unusual in pension plans for members to 
Pay more for same benefitPay more for same benefit
Pay for a benefit they wonPay for a benefit they won’’t receivet receive

Some examples in WashingtonSome examples in Washington
NonNon--credited servicecredited service

Some members donSome members don’’t get any value from contributions t get any value from contributions 

Plan 2/3 subsidized early retirement factorsPlan 2/3 subsidized early retirement factors
All members pay, but only some will benefitAll members pay, but only some will benefit

Service credit rulesService credit rules
Members who work more than required hours pay more Members who work more than required hours pay more 

11
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Not A Typical Retroactive Benefit IncreaseNot A Typical Retroactive Benefit Increase

Increases for past service called Increases for past service called ““retroactive benefit retroactive benefit 
increasesincreases””
Often result in costs being shifted to future generationsOften result in costs being shifted to future generations
NonNon--credited service differscredited service differs

Contributions collected while members workingContributions collected while members working

Retroactive changes for nonRetroactive changes for non--credited service could lead credited service could lead 
to calls for more retroactive service credit changesto calls for more retroactive service credit changes

12
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Improving Only SERS Creates InconsistencyImproving Only SERS Creates Inconsistency

NonNon--credited service impacts systems other than SERScredited service impacts systems other than SERS
Limiting improvements to SERS will create Limiting improvements to SERS will create 
inconsistencies across systemsinconsistencies across systems
Legislative policy that systems shall provide similar Legislative policy that systems shall provide similar 
benefits wherever possiblebenefits wherever possible

13
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What Policy Makers Need To KnowWhat Policy Makers Need To Know

Impacts all the StateImpacts all the State’’s major retirement systemss major retirement systems
The Legislature has addressed this issue beforeThe Legislature has addressed this issue before

Not retroactive except for some teachersNot retroactive except for some teachers

Differs from other retroactive benefit increasesDiffers from other retroactive benefit increases
Different approachesDifferent approaches

HB 3182 credited service (for SERS only)HB 3182 credited service (for SERS only)
Idaho refunds contributionsIdaho refunds contributions

SCPP is being asked to revisitSCPP is being asked to revisit

14
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Possible Next StepsPossible Next Steps

Consider this briefing informational and take no further Consider this briefing informational and take no further 
actionaction
Study the impacts on other systemsStudy the impacts on other systems
Sponsor updated HB 3182 in upcoming sessionSponsor updated HB 3182 in upcoming session
Develop a new SCPP proposal on issue Develop a new SCPP proposal on issue 
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H-4773.1 _____________________________________________
HOUSE BILL 3182

_____________________________________________
State of Washington 60th Legislature 2008 Regular Session
By Representatives Lantz, Simpson, Armstrong, Ormsby, Roach, Morrell,
and Santos
Read first time 01/23/08.  Referred to Committee on Appropriations.

 1 AN ACT Relating to past part-time service credit for members of the
 2 school employees' retirement system; and amending RCW 41.35.180.

 3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

 4 Sec. 1.  RCW 41.35.180 and 1998 c 341 s 19 are each amended to read
 5 as follows:
 6 (1) Except for any period prior to the member's employment in an
 7 eligible position, a plan 2 or plan 3 member who is employed by a
 8 school district or districts or an educational service district:
 9 (a) Shall receive a service credit month for each month of the
10 period from September through August of the following year if he or she
11 is employed in an eligible position, earns compensation earnable for
12 eight hundred ten hours or more during that period, and is employed
13 during nine months of that period;
14 (b) If a member in an eligible position for each month of the
15 period from September through August of the following year does not
16 meet the hours requirements of (a) of this subsection, the member is
17 entitled to one-half service credit month for each month of the period
18 if he or she earns earnable compensation for at least six hundred
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 1 thirty hours but less than eight hundred ten hours during that period,
 2 and is employed nine months of that period;
 3 (c) In all other instances, a member in an eligible position is
 4 entitled to service credit months as follows:
 5 (i) One service credit month for each month in which compensation
 6 is earned for ninety or more hours;
 7 (ii) One-half service credit month for each month in which
 8 compensation is earned for at least seventy hours but less than ninety
 9 hours; and
10 (iii) One-quarter service credit month for each month in which
11 compensation is earned for less than seventy hours.
12 (2) Beginning on the effective date of this act and through
13 December 31, 2010, an active contributing member that:
14 (a) Was employed in an eligible position before September 1, 1987;
15 (b) Made member contributions for service that was not credited, as
16 the hours worked were insufficient to earn partial service credit for
17 certain months of service under the rules in place at that time;
18 (c) Either did not withdraw, or has restored, all withdrawn
19 service; and
20 (d) The hours worked before September 1, 1987, would have been
21 sufficient for partial service credit had the service been earned under
22 subsection (1) of this section;
23 may apply to the department to have those periods of partial service
24 earned prior to September 1, 1987, credited to their accounts to the
25 extent that the hours worked meet the service credit formulae in
26 subsection (1) of this section.  A member applying for periods of
27 partial service must provide proof to the department of the hours
28 worked for any month in question according to rules adopted by the
29 department.
30 (3) The department shall adopt rules implementing this section.

--- END ---
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Bill Number: 3182 HB Title: Part-time service credit

Multiple Agency Fiscal Note Summary

Estimated Cash Receipts

Agency Name 2007-09 2009-11 2011-13

GF- State Total GF- State GF- StateTotal Total

Total $

Local Gov. Courts *
Local Gov. Other **
Local Gov. Total

Agency Name 2007-09 2009-11 2011-13

FTEs GF-State Total FTEs FTEsGF-State GF-StateTotal Total

 100,000  .0 Office of the State 
Actuary

 100,000  .0  100,000  100,000  .0  100,000  100,000 

 0  .6 Department of Retirement 
Systems

 80,934  .5  0  59,628  .0  0  0 

Total  0.6 $100,000 $180,934  0.5 $100,000 $159,628  0.0 $100,000 $100,000 

Estimated Expenditures

Local Gov. Courts *
Local Gov. Other **
Local Gov. Total

Prepared by: Jane Sakson, OFM Phone: Date Published:

360-902-0549 Final  2/15/2008

* See Office of the Administrator for the Courts judicial fiscal note

** See local government fiscal note
FNPID: 20011



Individual State Agency Fiscal Note

Part-time service creditBill Number: 035-Office of State 
Actuary

Title: Agency:3182 HB

 

Part I: Estimates

No Fiscal Impact

Estimated Cash Receipts to:

FUND

Total $

Estimated Expenditures from:

FY 2008 FY 2009 2007-09 2009-11 2011-13

Fund

General Fund-State 001-1
 0  100,000  100,000  100,000  100,000 

Total $
 0  100,000  100,000  100,000  100,000 

 The cash receipts and expenditure estimates on this page represent the most likely fiscal impact.  Factors impacting the precision of these estimates, 

 and alternate ranges (if appropriate), are explained in Part II. 

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.X

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I). 

Capital budget impact, complete Part IV. 

Requires new rule making, complete Part V.                                      

Legislative Contact: Andrea Leigh Phone: 360-902-0544 Date: 02/15/2008

Agency Preparation:

Agency Approval:

OFM Review:

Phone:

Phone:

Phone:

Date:

Date:

Date:

Nelsen Dave

Matthew M. Smith

Jane Sakson

360-786-6144

360-786-6140

360-902-0549

02/15/2008

02/15/2008

02/15/2008

1Form FN (Rev 1/00)

Request #

Bill #

-1

3182 HB



Part II: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact

 Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or

 expenditure impact on the responding agency.

II. B - Cash receipts Impact

 Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section

 number and when appropriate the detail of the revenue sources.  Briefly describe the factual basis of the assumptions and the method by which the

 cash receipts impact is derived.  Explain how workload assumptions translate into estimates.  Distinguish between one time and ongoing functions.

II. C - Expenditures

 Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting from this legislation), identifying by section

 number the provisions of the legislation that result in the expenditures (or savings).  Briefly describe the factual basis of the assumptions and the 

method by which the expenditure impact is derived.  Explain how workload assumptions translate into cost  estimates.  Distinguish between one time 

and ongoing functions.

 Part III: Expenditure Detail 

III. A - Expenditures by Object Or Purpose

FY 2008 FY 2009 2007-09 2009-11 2011-13

FTE Staff Years
A-Salaries and Wages
B-Employee Benefits
C-Personal Service Contracts
E-Goods and Services
G-Travel
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements

 Total: $0 $0 $0 $0 $0 

Part IV: Capital Budget Impact

Part V: New Rule Making Required

 Identify provisions of the measure that require the agency to adopt new administrative rules or repeal/revise existing rules.

2Form FN (Rev 1/00)

Request #

Bill #

-1
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FISCAL NOTE 
 
RESPONDING AGENCY: 
 

CODE: DATE: BILL NUMBER: 

Office of the State Actuary 035 2/15/08 HB 3182 
 
 
INTENDED USE 
 
The Office of the State Actuary (“we”) prepared this fiscal note based on our 
understanding of the bill as of the date shown above.  We intend this fiscal note to be 
used by the Legislature during the 2008 Legislative Session only. 
 
We advise other readers of this fiscal note to seek professional guidance as to its content 
and interpretation, and not to rely upon this communication without such guidance.  
Please read the analysis shown in this fiscal note as a whole.  Distribution of or reliance 
on only parts of this fiscal note could result in its misuse, and may mislead others.   
 
 
EXECUTIVE SUMMARY 
 
This bill provides the opportunity for School Employees’ Retirement System (SERS) 
members to have periods of partial service prior to September 1, 1987 credited to their 
retirement accounts.   
 

Increase in Actuarial Liabilities 
(Dollars in Millions) Current Increase Total 
Actuarial Present Value of Projected Benefits $2,610 $0.8  $2,611 
Unfunded Liability (PVCPB) ($336) $0.8  ($335)

Note:  Totals may not agree due to rounding.   
 

Total Increase in Contribution Rates 
Current Biennium SERS 
     Employee (Plan 2) 0.01%
     Employer 0.01%

 
Fiscal Costs 

(Dollars in Millions) 2008-2009 2009-2011 25-Year 
General Fund-State $0.1 $0.1 $0.4 
Total Employer $0.1 $0.1 $1.0 

 
See the Actuarial Results section of this fiscal note for additional detail.
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BENEFIT IMPROVEMENT 
 
Summary of Benefit Improvement 
 
This bill impacts SERS Plans 2 and 3 by allowing active members the opportunity to 
have periods of partial service prior to September 1, 1987 credited to their retirement 
account.  Any current member employed in an eligible position prior to September 1, 
1987, who did not have enough service to earn credit under the applicable provisions of 
that time period, would have service credit applied to their account as if the current 
service credit rules were then in effect.  No additional contributions would be required to 
receive this service.   
 
Effective Date:  90 days after session 
 
Current Situation 
 
Currently, SERS members earn service credit as follows: 

• At least 810 hours worked in a full school year = 12 months of service 
• At least 630 hours but less than 810 hours worked in a full school year = 6 months 

of service 
 
Working less than a full school year or less than 630 hours: service credit is calculated on 
a month to month basis as follows: 

• 90 hours or more in a month = 1 month of service 
• At least 70 but less than 90 hours in a month = ½ month of service 
• Less than 70 hours in a month = ¼ month of service  

 
Prior to September 1, 1987, SERS members received 12 months of service credit if they 
worked at least 810 hours in a full school year.  If they did not work in a full school year 
or worked less than 810 hours, they received 1 service credit for each month of 90 hours 
worked.  No service was awarded for any month of less than 90 hours.  Members and 
employers made retirement contributions on all salary, regardless of the amount of 
service credit earned, if any. 
 
Members Impacted 
 
We estimate this bill will affect 3,861 members out of the total 50,818 active members of 
this system through improved benefits.   
 
We estimate this bill will increase the benefits for a typical member with a $22,000 
annual salary and 18 years of membership service by providing an increase in their 
annual retirement benefit of $100.  This assumes the members total service increased by 
at least 0.5 percent.   
 
Additionally, this bill impacts all 18,464 Plan 2 members of this system through 
increased contribution rates. 
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See the Data Used section of this fiscal note for more details. 
 
 
WHY THIS BENEFIT HAS A COST AND WHO PAYS FOR IT 
 
Why this Bill Has a Cost 
 
This bill has a cost since it allows active members of SERS the opportunity to have 
periods of partial service earned prior to September 1, 1987 credited to their retirement 
account.  This will increase their retirement benefit by the additional service provided 
under this bill.   
 
Who will Pay for these Costs 
 
The affected members, who did not receive the partial service credit prior to September 1, 
1987, made contributions commensurate with the effective contribution rate.  Therefore, 
these individuals have already made the appropriate contributions and any additional 
costs will be provided through increased contribution rates for the entire system. 
 
The liability changes that result from this bill will be subsidized using the normal plan 
2/3 funding method. 

• 50 percent Plan 2 members 
• 50 percent employer 

 
 
HOW WE VALUED THESE COSTS 
 
Change in Methods 
 
Since each member was identified by their social security number in the data provided by 
the Department of Retirement Systems (DRS), we were able to isolate them in our 
valuation database.  We then increased their service by the additional service credits as 
outlined in the Assumptions Made section of this fiscal note.  The resulting change in 
service provides the source of the increase in actuarial liabilities, contribution rates, and 
fiscal costs. 
 
Otherwise, we developed these costs using the same methods as disclosed in the 
September 30, 2006 actuarial valuation report (AVR).   
 
We used the Entry Age Normal actuarial funding method to determine the fiscal budget 
changes for future new entrants.  We used the Aggregate actuarial funding method to 
determine the fiscal budget changes for current plan members. 
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Assumptions Made 
 
As denoted in the Data Used section of this fiscal note, the data was provided by DRS 
and displayed a service credit indicator for every month of service where contributions 
were made and no service credit was earned.  We do not, however, have data to indicate 
the number of hours worked or the salary earned during the months that contributions 
were made.  Therefore, we had to make assumptions regarding the number of hours 
worked for those months that members made contributions.  Since a typical school year 
starts in late August and finishes at the end of June, we assumed that all service credit 
indicators would earn ½ month of service for September through June, zero for the month 
of July, and ¼ of a month of service for August.   
 
Otherwise, we developed these costs using the same assumptions as disclosed in the 
AVR.   
 
Data Used 
 
We relied upon data from DRS for this pricing exercise.  In order to determine who is 
eligible for the improved benefits provided under this bill, DRS cross referenced all 
current members of SERS who, prior to September 1, 1987, made a contribution and did 
not receive a service credit for that particular month.  We determined the aggregate 
change in total service for all affected members, as well as the change in service per 
person, since the individuals were identified by their social security number.   
 
The data provided by DRS contained records for 3,936 members.  However, 75 of those 
members are currently not entitled to any benefit from the system and were removed 
from this pricing. 
 
Otherwise, we developed these costs using the same assets and data as disclosed in the 
AVR.   
 
 
ACTUARIAL RESULTS 
 
Liability Changes 
 
This bill will impact the actuarial funding of SERS Plans 2 and 3 by increasing the 
present value of future benefits payable under this system and increasing the required 
actuarial contribution rate as shown below.  
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Increase in Actuarial Liabilities 

(Dollars in Millions) Current Increase Total 

Actuarial Present Value of Projected Benefits    
(The Value of the Total Commitment to all Current Members) 

SERS 2/3 $2,610 $0.8  $2,611 

Unfunded Liability (PVCPB)  
(The Value of the Total Commitment to all Current Members Attributable to Past Service) 

SERS 2/3 ($336) $0.8  ($335)
Note:  Totals may not agree due to rounding.   
 
Present Value of Future Salaries (PVFS) Changes 
 
This bill will impact the actuarial funding of SERS Plans 2 and 3 by decreasing the PVFS 
of the members of this system, and increasing the required actuarial contribution rate as 
shown below. 
 
The PVFS decreases because these members are now closer to retirement eligibility with 
their additional service credits.  They will therefore leave the system earlier so their 
PVFS is lower. 
 

Present Value of Future Salaries 
(Dollars in Millions) Current Increase Total 

Actuarial Present Value of Future Salaries    
(The Value of the Future Salaries Expected to be Paid to Current Members) 

SERS 2/3 $10,367 ($0.1) $10,367 
Note:  Totals may not agree due to rounding.   
 
Contribution Rate Changes 
 
The increase in the required actuarial contribution rate increase does not round-up to the 
minimum supplemental contribution rate of 0.01 percent; therefore, the bill will not affect 
contribution rates in the current biennium.  However, we will use the un-rounded rate 
increase to measure the fiscal budget changes in future biennia. 



 

O:\Fiscal Notes\2008\3182.doc  Page 6 of 9  

 
Increase in Contribution Rates:  (Effective 9/1/2008) 

System/Plan SERS 
Current Members  
     Employee (Plan 2) 0.005%
     Employer 0.005%
New Entrants* 
     Employee (Plan 2) N/A
     Employer N/A

*Rate change applied to future new entrant payroll, and used for 
fiscal budget changes only.  A single supplemental rate increase 
equal to the increase for current members would apply in the 
current biennium for all members or employers.   
 
Fiscal Budget Changes 
 

Fiscal Costs 
(Dollars in Millions) SERS 
2008-2009  

General Fund $0.1 
Non-General Fund 0.0 
Total State 0.1 
Local Government 0.1 
Total Employer 0.1 
Total Employee $0.0 
 

2009-2011 
General Fund $0.1 
Non-General Fund 0.0 
Total State 0.1 
Local Government 0.1 
Total Employer 0.1 
Total Employee $0.0 
 

2008-2033 
General Fund $0.4 
Non-General Fund 0.0 
Total State 0.4 
Local Government 0.6 
Total Employer 1.0 
Total Employee $0.4 

Note:  Totals may not agree due to rounding.   
 
The analysis of this bill 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. 
 
As with the costs developed in the actuarial valuation, the emerging costs of the system 
will vary from those presented in the AVR or this fiscal note to the extent that actual 
experience differs from the actuarial assumptions.  
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SENSITIVITY ANALYSIS 
 
To determine the sensitivity of the actuarial results to the best-estimate assumptions 
selected for this pricing we varied the following assumptions and methods.   
 
The assumed amount of service credit for each service credit indicator within the data 
was modified for sensitivity testing.  Below is an outline of the change in this assumption 
and the resulting increases in actuarial liabilities, contribution rates, and fiscal costs. 
 
Sensitivity Assumptions 

• Low:  Assume ¼ month of service for all months and zero for July and August. 
• Best Estimate:  Assume ½ month of service for all months, zero for July, and ¼ 

month for August. 
• High:  Assume ½ month of service for all months. 

 
Increase in: (Dollars in Millions) Low Best Estimate High 

Actuarial Present Value of Projected Benefits $0.3 $0.8  $1.0 
Actuarial Present Value of Future Salaries ($0.0) ($0.1) ($0.1)
Contribution Rates 0.002% 0.005% 0.007%
   
25 Year Fiscal Costs  

General Fund $0.2 $0.4 $0.5
Total Employer 0.4 1.0 1.2
Total Employee $0.1 $0.4 $0.4
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CERTIFICATION 
 
The undersigned hereby certifies that: 
 

1. The actuarial cost methods are appropriate for the purposes of this pricing 
exercise. 

2. The actuarial assumptions used are appropriate for the purposes of this pricing 
exercise. 

3. The data on which this fiscal note is based are sufficient and reliable for the 
purposes of this pricing exercise. 

4. Use of another set of methods, assumptions, and data may also be reasonable, and 
might produce different results. 

5. This fiscal note has been prepared for the Legislature during the 2008 Legislative 
Session. 

6. This fiscal note has been prepared, and opinions given, in accordance with 
Washington State law and accepted actuarial standards of practice as of the date 
shown on page 1 of this fiscal note. 

 
While this fiscal note is meant to be complete, the undersigned is available to provide 
extra advice and explanations as needed. 
 
 
 
 
Matthew M. Smith, FCA, EA, MAAA  
State Actuary 
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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. 
 
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 – the:   
 

• Normal cost. 
• 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.   
 
Present Value of Credited Projected Benefits (PVCPB):  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 PVCPB):  The excess, if any, of the Present Value of 
Credited Projected Benefits 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. 



Individual State Agency Fiscal Note
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Part I: Estimates

No Fiscal Impact

Estimated Cash Receipts to:

FUND

Total $

Estimated Expenditures from:

FY 2008 FY 2009 2007-09 2009-11 2011-13

FTE Staff Years
 0.2  1.0  0.6  0.5  0.0 

Fund

Department of Retirement Systems 
Expense Account-State 600-1

 21,306  59,628  80,934  59,628  0 

Total $
 21,306  59,628  80,934  59,628  0 

 The cash receipts and expenditure estimates on this page represent the most likely fiscal impact.  Factors impacting the precision of these estimates, 

 and alternate ranges (if appropriate), are explained in Part II. 

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.X

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I). 

Capital budget impact, complete Part IV. 

Requires new rule making, complete Part V.                                      

Legislative Contact: Andrea Leigh Phone: 360-902-0544 Date: 02/15/2008

Agency Preparation:

Agency Approval:

OFM Review:

Phone:

Phone:

Phone:

Date:

Date:

Date:

Cathy Cale

Sandra J. Matheson

Peter Antolin

(360)664-7305

(360) 664-7312

360-902-0551

02/15/2008

02/15/2008

02/15/2008

1Form FN (Rev 1/00)

Request #

Bill #

08-016-1

3182 HB



Part II: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact

 Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or

 expenditure impact on the responding agency.

Members employed in eligible positions prior to January 1, 1987, were required to make contributions into their 
retirement account whether or not they worked enough hours to earn service credit.

This legislation would give School Employees Retirement System (SERS) members that were employed by a school 
district prior to January 1, 1987, service credit for those months based on the service credit rules that became effective 
September 1, 1991.

II. B - Cash receipts Impact

 Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section

 number and when appropriate the detail of the revenue sources.  Briefly describe the factual basis of the assumptions and the method by which the

 cash receipts impact is derived.  Explain how workload assumptions translate into estimates.  Distinguish between one time and ongoing functions.

No impact.

II. C - Expenditures

 Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting from this legislation), identifying by section

 number the provisions of the legislation that result in the expenditures (or savings).  Briefly describe the factual basis of the assumptions and the 

method by which the expenditure impact is derived.  Explain how workload assumptions translate into cost  estimates.  Distinguish between one time 

and ongoing functions.

See attached.

 Part III: Expenditure Detail 

III. A - Expenditures by Object Or Purpose

FY 2008 FY 2009 2007-09 2009-11 2011-13

FTE Staff Years  0.2  1.0  0.6  0.5 

A-Salaries and Wages  12,764  43,900  56,664  43,900 

B-Employee Benefits  3,638  15,728  19,366  15,728 

C-Personal Service Contracts
E-Goods and Services  4,904  4,904 

G-Travel
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements

 Total: $59,628 $21,306 $80,934 $59,628 $0 

 III. B - Detail:   List FTEs by classification and corresponding annual compensation.  Totals need to agree with total FTEs in Part I

 and Part IIIA

Job Classification FY 2008 FY 2009 2007-09 2009-11 2011-13Salary

Communications Consultant 4  60,120  0.0  0.0 

Info Tech Specialist 4  71,496  0.1  0.0 

Info Tech Specialist 6  87,096  0.1  0.0 

Retirement Svcs Analyst 2  45,828  1.0  0.5  0.5 

Retirement Svcs Analyst 3  49,368  0.0  0.0 

Total FTE's  0.2  1.0  0.6  0.5  0.0 

Part IV: Capital Budget Impact
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No impact.

Part V: New Rule Making Required

 Identify provisions of the measure that require the agency to adopt new administrative rules or repeal/revise existing rules.

No impact.
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II.  C ‐ Expenditures 
 

Administrative Assumptions 
• Legislation would apply only to SERS Plan 2 and Plan 3 members who were employed with a school district 

during the months in question. 
• Only periods prior to September 1, 1987 where the member paid contributions but did not earn service 

credit would be affected. 
• The member would be responsible for providing proof to the Department of Retirement Systems (DRS) of 

their hours worked for the month(s) in question.  
• Members would have until December 31, 2010 to provide DRS with appropriate documentation. 
• No additional member or employer contributions would be required. 
• Current service credit rules for school districts would be applied to any month(s) in question. 
• Only active contributing members would be able to access the new provisions, legislation would not apply 

to retirees or inactive members. 
 
The assumptions above were used in developing the following workload impacts and cost estimates. 
 
Benefits/Customer Service 
Staff time will be required to answer member and employer questions.  The Benefits Unit will also need to 
support the modification of DRS’ automated systems, the creation of member/employer communications, and 
the modification of policies and procedures to document the new legislation.  Preliminary numbers have 
shown as many as 4,000 members may be impacted by this issue.  The tasks associated with implementing this 
bill are: 
 
• Respond to member/employer inquiries 
• Develop business requirements to identify affected members 
• Assist in creation of test plan and test cases 
• Participate in user acceptance testing 
• Review member accounts and manually update service credit (once verified by employer) 
• Update the Retirement Services Division Online Operations Manual 
 
Retirement Services Analyst (RSA) 3 – 65 hours (salaries/benefits)                                        $2,067 
Retirement Services Analyst 2 – 4,000 hours (salaries/benefits)  $119,255
Total Estimated Benefits/Customer Service Costs  $121,322 
 
Member Communications 
• Assist with drafting DRS Notice to affected SERS employers 
• Draft article for the Active Retirement Outlook (legislative update only) 
• Draft letter for affected members 
 
Printing/postage costs (4,000 letters)                                                              $1,904 
Communications Consultant 4 – 20 hours (salaries/benefits)  $756 
Total Estimated Member Communications Costs  $2,660 
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Automated Systems 
The Department of Retirement Systems’ (DRS) automated systems will require no major modifications. A new 
process will be developed to identify and report all of the member accounts that will need to be researched by 
the RSAs. An address contact file will be created for contacting members with affected accounts and the 
Letter/Notice tracking function will be updated in the Member Information System for each contacted 
member. 
 
Information Technology Specialist 4 – 104 hours (salaries/benefits)  $4,592 
Information Technology Specialist 6 – 170 hours (salaries/benefits)  $8,988 
DIS* cost of $500 per week for 6 weeks  $3,000 
Total Estimated Automated Systems Costs  $16,580 
 
ESTIMATED TOTAL COST TO IMPLEMENT THIS BILL: 
 
  2007‐09  2009‐11  2011‐13
BENEFITS/CUSTOMER SERVICE     $61,694    $59,628  $0 
MEMBER COMMUNICATIONS    $2,660    $0  $0 
AUTOMATED SYSTEMS    $16,580    $0  $0
ESTIMATED TOTAL COSTS    $80,934    $59,628  $0 
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Hyde, Elizabeth

From: Harper, Laura
Sent: Friday, April 11, 2008 10:52 AM
To: Hyde, Elizabeth; Winner, Charlene
Cc: Burkhart, Kelly; Smith, Matt
Subject: FW: HB 3182

Attachments: HOUSE BILL 3182.doc

HOUSE BILL 
3182.doc (26 KB)

Please incorporate this into the SCPP correspondence log and bring copies of the e-mail and 
attachment to the Tuesday, April 15th meeting.   

Thank you!

-----Original Message-----
From: Smith, Matt 
Sent: Wednesday, January 30, 2008 4:15 PM
To: Harper, Laura
Cc: Burkhart, Kelly
Subject: FW: HB 3182

---- Original Message ----
From: "Dave Westberg" <iuoe609@qwestoffice.net>
Date: 1/30/08 3:33 pm
To: "Smith, Matt" <Smith.Matt@leg.wa.gov>
Cc: "Conway, Rep. Steve" <Conway.Steve@leg.wa.gov>
Subj: Fw: HB 3182
Matt

Please put this issue on the agenda for the upcoming interim. 

Thank you

Dave Westberg

-----Original Message-----
From: "Tim & Carey Ensign" <tcensign@msn.com>

Date: Tue, 29 Jan 2008 19:36:31 
To:<iuoe609@qwestoffice.net>
Subject: Fw: HB 3182
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----- Original Message ----- 
From: Tim &amp; Carey Ensign <mailto:tcensign@msn.com>  
To: iuoe609@questoffice.net <mailto:iuoe609@questoffice.net>  
Sent: Tuesday, January 29, 2008 7:30 PM 
Subject: HB 3182 

 
David - thank you for you call today.  I am very excited that you will be following and helping with this bill.  
Please keep me updated on it's progress. 
  
Attached is an informational piece I put together for my local chapter president, to outline the background 
on this bill.  Please let me know if there is something I can do to help. 
  
Carey Ensign 
home - 360-871-3127 
work - 360-443-3316 
ensign@skitsap.wednet.edu <mailto:ensign@skitsap.wednet.edu> 
tcensign@msn.com <mailto:tcensign@msn.com> 
 



HOUSE BILL 3182 
 
On January 22, 2008, House Bill 3182 was introduced in the Washington State House of 
Representatives by Representative Patricia Lantz of the 26TH District.  House Bill 3182 would 
authorize application for past part-time service credit for members of the School Employees’ 
Retirement System.  To view the text of the bill, go to the Washington State Legislature website, 
click on Bill Information, and search for 3182. 
 
Background: 
 
In 1977, PERS (Public Employees Retirement System) Plan II was created.  Prior to Plan II, 
PERS Plan I required 70 hours per month for a month’s service credit.  The threshold for service 
credit changed to 90 hours per month in PERS Plan II.  Certificated school employees 
(teachers) and classified school employees (secretaries, custodians, bus drivers, etc.) were 
members of the PERS I and PERS II retirement systems.  Many school districts did not pick up 
on the change from 70 hrs. to 90 hrs., and erroneously continued to consider employees eligible 
for PERS II at the threshold of 70 hours.  Many part-time school employees across the state 
were paying into the PERS II retirement system, as well as the school districts on their behalf.  
The Washington State Department of Retirement Systems accepted these contributions and 
sent yearly statements to employees.  These statements, however, did not include a summary 
of service credit earned, so there was no way for the employee to know that they were not 
earning service credit for all months worked.  A DRS audit in 1984 revealed these errors. 
However, those employees identified in the audit (and, by 1984 were working more hours and, 
thus, eligible for service credit in PERS II) were not notified of their prior missing service credit.  
An employee of the South Kitsap School District discovered this problem in 1985 and contacted 
the Public School Employees (PSE) of Washington, the union representing classified school 
employees in her school district.  PSE filed a class action lawsuit in the Superior Court of 
Thurston County, seeking a remedy for all school employees affected.  The lawsuit was put on 
hold at the request of DRS to pursue an administrative solution.  After several years, PSE 
reactivated the lawsuit when no satisfactory solution was found. 
 
In 1991, the legislature enacted a statute allowing PERS Plan II members to earn less than one 
month’s service credit if they did not work the requisite 90 hours.  Prior to that time, it was all or 
nothing.  That is, if you worked 89 hours in a month, you received zero retirement service credit 
for that month in Plan II.  The partial service credit statue of 1991 was applied retroactively for 
teachers, but not classified employees.   
 
In June of 1998, Public School Employees of Washington appeared before the Division II Court 
of Appeals regarding the case brought by PSE a number of years prior.  PSE challenged the 
DRS interpretation of the partial service credit statute which DRS said applied only 
prospectively.  PSE asked the Court of Appeals to apply the statute retroactively for classified 
school employees as it was applied retroactively for teachers.  The Appeals Court 
acknowledged the unfairness, however, ruled that the courts have no authority to read 
retroactivity into the statute.  That decision was the end of the line for a remedy through the 
court system. 
 
The only avenue remaining is a legislative fix.  Money from both employees and employers has 
been in the retirement system al these years and should rightfully benefit those employees.  
House Bill 3182 would solve this problem. 
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