Select Committee on Pension Policy

P.O. Box 40914
Olympia, WA 98504-0914
actuary.state@leg.wa.gov

Regular Committee Meeting

July 15, 2008
9:45 a.m. - 12:00 p.m.*
Senate Hearing Room 4
Olympia

AGENDA

9:45 a.m. (1)  Approval of Minutes

9:50 a.m. (2) Election of Retiree Representative to Executive
Committee

10:00 a.m. 3) LEOFF 2 Board Coordination — Steve Nelsen,

Executive Director, LEOFF 2 Retirement Board

10:15 a.m. (4)  June 20, 2008, Revenue Forecast — Matt Smith,

State Actuary

10:45 a.m. (5)
Matt Smith, State Actuary

11:00 a.m. (6) Final SCPP Recommendation to PFC — Laura

Harper, Policy and Research Services Manager

PUBLIC HEARING/POSSIBLE EXECUTIVE SESSION

11:30 a.m. (7) Military Death Benefits — Dave Nelsen, Senior

Policy Analyst
12:00 p.m. (8  Adjourn

*These times are estimates and are subject to change depending on the needs of the Committee.
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Select (ommittee on Pension Policy
Goals for Washington State

Public Pensions
Revised and Adopted September 27, 2005

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.

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.

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

€. 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.

SCPP Full Committee
0:\S(PP\2008\7-15-08 Full\Goals Adopted.wpd
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SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JUNE 19, 2007

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.

June 19, 2007 2007 Rules of Procedure | of 4



SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JUNE 19, 2007

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.

June 19, 2007 2007 Rules of Procedure Page 2 of 4



SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE

RULE 9.

June 19, 2007

JUNE 19, 2007

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.

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.

2007 Rules of Procedure Page 3 of 4



SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JUNE 19, 2007

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.

Ch&lr - Représentative  \ \7£e Chair - Senator

0:\SCPP\2007\6-19-07 Exec\B.2007_Rules_of Procedure.doc
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SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JULY 15, 2008

1. Approval of Minutes

July 9, 2008



Select Committee on Pension Policy

P.O. Box 40914
Olympia, WA 98504-0914
actuary.state@leg.wa.gov

REGULAR COMMITTEE MEETING
DRAFT MINUTES
June 17, 2008

The Select Committee on Pension Policy met in Senate Hearing Room
4, Olympia, Washington on June 17, 2008.

Committee members attending:
Senator Schoesler, Chair
Representative Conway, Vice Chair
Elaine Banks

Representative Fromhold
Senator Holmquist

Doug Miller

Victor Moore

Glenn Olson

Representative Bailey
Representative Crouse
Charles Cuzzetto
Randy Davis

J. Pat Thompson
David Westberg

Senator Schoesler, Chair, called the meeting to order at 10:10 a.m.

(1)  Approval of Minutes
It was moved to approve the May 13, 2008, Full Committee Draft
Minutes. Seconded.
MOTION CARRIED

(2)  National Trends
Dave Nelsen, Senior Policy Analyst, presented a report on
national trends relating to federal issues affecting public
pensions. The members’ questions were answered during the
presentation. No action was taken.

(3)  Preliminary Experience Study Report
Matthew M. Smith, State Actuary, presented the Preliminary
Experience Study Report. The members’” questions were
answered during the presentation. Representative Conway
asked for information from peer states on projected mortality
improvements.

Preliminary Actuarial Valuation Report

Chris Jasperson, Actuarial Assistant, presented the Preliminary
Actuarial Valuation Report. The members” questions were
answered during the presentation.
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Regular Committee Meeting
Draft Minutes

June 17, 2008

Page 2

(5) SERS Past Part-Time Service Credit
Darren Painter, Policy Analyst, presented a report on SERS Past Part-Time Service
Credit. The members’ questions were answered during the presentation. No
action was taken.

Chair Schoesler thanked Elaine Banks for her service to the Select Committee on
Pension Policy. Ms. Banks extended her thanks to the committee members as well.

Meeting adjourned at 12:20 p.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.

0O:\SCPP\ 2008 Full\ 6-17-08 Full Draft Minutes.doc
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2. Election of Retiree
Representative to
Executive Committee

July 9, 2008



SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JULY 15, 2008

Election of Retiree Representative to
Executive Committee

Statute requires the SCPP to form a six-member executive committee. The
executive committee shall include the Chair, the Vice Chair, one member
representative, one retiree representative, one employer representative, and
the Director of the Department of Retirement Systems. RCW 41.04.276(4).

Current members of the Executive Committee are:
% Senator Mark Schoesler, Chair.
+ Representative Steve Conway, Vice Chair.
< David Westberg, SERS Actives*.
« Position Vacant: Retiree Representative.*
< Corky Mattingly, PERS Employers*.
% Sandra Matheson, DRS.

* Elected by full committee.

Current retiree representatives on SCPP
% Lois Clement, PERS Retirees.

< Position Vacant.

O:\SCPP\2008\7-15-08 Full\2.Election_of_Retiree_Rep.doc
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RCW 41.04.276: Select committee on pension policy — Creation — Membership ... Page 1 of 1 - 4/15/2008 1:03 PM

RCW 41.04.276
Select committee on pension policy — Creation — Membership — Terms of office — Staff support.

(1) The select committee on pension policy is created. The select committee consists of:

(a) Four members of the senate appointed by the president of the senate, two of whom are members of the majority party and two of
whom are members of the minority party. At least three of the appointees shall be members of the senate ways and means committee;

(b) Four members of the house of representatives appointed by the speaker, two of whom are members of the majority party and two of
whom are members of the minority party. At least three of the appointees shall be members of the house of representatives appropriations
committee;

(c) Four active members or representatives from organizations of active members of the state retirement systems appointed by the
governor for staggered three-year terms, with no more than two appointees representing any one employee retirement system;

(d) Two retired members or representatives of retired members' organizations of the state retirement systems appointed by the
governor for staggered three-year terms, with no two members from the same system;

(e) Four employer representatives of members of the state retirement systems appointed by the governor for staggered three-year
terms; and

(f) The directors of the department of retirement systems and office of financial management.

(2)(a) The term of office of each member of the house of representatives or senate serving on the committee runs from the close of the
session in which he or she is appointed until the close of the next regular session held in an odd-numbered year. If a successor is not
appointed during a session, the member's term continues until the member is reappointed or a successor is appointed. The term of office
for a committee member who is a member of the house of representatives or the senate who does not continue as a member of the senate
or house of representatives ceases upon the convening of the next session of the legislature during the odd-numbered year following the
member's appointment, or upon the member's resignation, whichever is earlier. All vacancies of positions held by members of the
legislature must be filled from the same political party and from the same house as the member whose seat was vacated.

(b) Following the terms of members and representatives appointed under subsection (1)(d) of this section, the retiree positions shall be
rotated to ensure that each system has an opportunity to have a retiree representative on the committee.

(3) The committee shall elect a chairperson and a vice-chairperson. The chairperson shall be a member of the senate in even-
numbered years and a member of the house of representatives in odd-numbered years and the vice-chairperson shall be a member of the
house of representatives in even-numbered years and a member of the senate in odd-numbered years.

(4) The committee shall establish an executive committee of six members, including the chairperson, the vice-chairperson, one member
from subsection (1)(c) of this section, one member from subsection (1)(d) of this section, one member from subsection (1)(e) of this
section, and the director of the department of retirement systems.

(5) Nonlegislative members of the select committee serve without compensation, but shall be reimbursed for travel expenses under
RCW 43.03.050 and 43.03.060.

(6) The office of state actuary under chapter 44.44 RCW shall provide staff and technical support to the committee.

[2005¢c 24 § 1;2003 ¢ 295 § 1.]

http://apps.leg.wa.gov/RCW/default.aspx?cite=41.04.276 7/9/2008
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Select Committee on Pension Policy
June 30, 2008
Page 2

Please feel free to contact me or Steve Nelsen, LEOFF 2 Board Executive Director, should you
have any questions or like any additional information. Steve can be reached at (360) 586-2320 or
steve.nelsen@leoff.wa.gov, and I can be contacted at (360) 943-3030 or pres@wscff.org.

Thank you for your consideration and we look forward to working with you.

Sincerely,

Kelly F&x, Chay 7%

cc: Matt Smith, State Actuary



STATE OF WASHINGTON
LAW ENFORCEMENT OFFICERS’ AND FIRE FIGHTERS’
PLAN 2 RETIREMENT BOARD

F.O. Box 40918 ® Olympia, Washington 98504-0918  (360) 586-2320 ® FAX (360) 586-2329 ® www.leoff.wa.gov

June 9, 2008

Select Committee on Pension Policy
C/O The Office of the State Actuary
Post Office Box 40914

Olympia, Washington 98504-0914

Dear Honorable Members of the Select Committee on Pension Policy:

During the May 28, 2008 meeting of the Law Enforcement Officers’ and Fire Fighters’ (LEOFF)
Plan 2 Retirement Board (Board), one additional topic was discussed that could apply to every
state pension plan. The Board passed a motion to contact the Select Committee on Pension
Policy (SCPP) to suggest we work cooperatively on the following topic to possibly develop
legislation.

I have provided a brief summary of the topic for your reference:

Purchase of Annuity

Under current law, only Plan 3 members (TRS, PERS & SERS) can purchase an annuity out of
the combined trust fund. However, members of the state’s other plans may purchase up to five
years of service credit at the time of normal retirement. The member must pay the actuarial cost
of the additional service credit.

At this time, five years is the maximum the federal government will allow plan members to
purchase. However, some members may have assets in excess of the purchase cost for the
maximum five years of service credit currently allowed, and may need another avenue to invest
those assets.

The Board is interested in working cooperatively with the SCPP on the issue and feels the
following additional question will need to be further explored:

* Should plan members, at the time of retirement, be allowed to purchase an actuarially
equivalent life annuity from the trust fund?

The Board received the response from the SCPP Chairman requesting the prioritization of the
previously suggested topics, and noted that prioritization is being discussed in the near future.



Select Committee on Pension Policy
June 9, 2008
Page 2

Please feel free to contact me or Steve Nelsen, LEOFF 2 Board Executive Director, should you
have any questions or like additional information. Steve can be reached at (360) 586-2320 or
steve.nelsen@leoff.wa.gov, and I can be contacted at (360) 943-3030 or pres@wscff.org.

We would be happy to meet with you to discuss this topic at an upcoming SCPP or LEOFF Plan 2
Retirement Board meeting. Thank you for your consideration and we look forward to working

with you.

Kelly Fox, Chair

Sincerely,

cc: Matt Smith, State Actuary
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P.O. Box 40918 ° Olympia, Washington 98504-0918 # (360) 586-2320 * FAX (360) 586-2329 e www.leoff wa.gov
May 12, 2008

Select Committee on Pension Policy
C/0O The Office of the State Actuary
Post Office Box 40914

Olympia, Washington 98504-0914

Dear Honorable Members of the Select Committee on Pension Policy:

On behalf of the Law Enforcement Officers’ and Fire Fighters’ (LEOFF) Plan 2 Retirement
Board (Board), I would like to thank you for the cooperative working relationship we have shared
in the past and look forward to a similar partnership in the future.

I would like to bring several topics back to your attention as you begin preparation for the 2008
interim. It is our hope that the Select Committee on Pension Policy (SCPP) and the Board can
work cooperatively on these issues to once again develop legislation. I have provided a brief
summary of each topic for your reference:

Interruptive Military Service Credit

Working cooperatively last interim, the Board and the SCPP jointly endorsed a bill that would
have eliminated a member’s obligation to pay for interruptive military service credit if the
member served during a period of war. The Board is once again interested in working
cooperatively with the SCPP on the issue and feels the following additional question will need to
be further explored:

* Should the benefit apply to all periods of interruptive military service which have not yet
been recovered?

Inflationary Adjustment for $150,000 Death Benefit

The Board is interested in once again working with the SCPP to further study the effect of adding
an inflationary adjustment to all the state retirement plans that provide the $150,000 death benefit.
In addition to last year’s study the Board feels following issues will need to be explored further:

= Should an adjustment in the lump sum amount be made to account for inflation since the
creation of the benefit?

*  Should both the lump sum adjustment and the addition of the inflationary adjustment be
included in the bill?

EIVED
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Select Committee on Pension Policy
May 12, 2008
Page 2

Military Service Death Benefit

The Board and the SCPP jointly recommended legislation to the 2008 Legislature, which would
have provided an unreduced annuity to qualifying survivors of members of all plans, who leave
employment due to service in the National Guard or Reserves and die while in military service,
during a period of war. The Board would like to continue our joint work to eliminate the “early
retirement” actuarial reduction applied to the pensions of members who die while honorably
serving our country.

Fish and Wildlife Enforcement Officer Service Credit Transfer

The Board and the SCPP also jointly recommended legislation last session that would have
permitted Department of Fish and Wildlife Enforcement Officers to transfer service credit earned
in the Public Employees' Retirement System (PERS) Plan 2 as enforcement officers into the Law
Enforcement Officers' and Fire Fighters' Retirement System (LEOFF) Plan 2. The Board feels
the following issue may need to be further explored as well:

* Should PERS 3 members be included in the transfer group?

Please feel free to contact me or Steve Nelsen, LEOFF 2 Board Executive Director, should you
have any questions or like any additional information. Steve can be reached at (360) 586-2320 or
steve.nelsen@leoff.wa.gov, and I can be contacted at (360) 943-3030 or pres@wscff.org.

We would be happy to meet with you to discuss these topics at an upcoming SCPP or LEOFF
Plan 2 Retirement Board meeting. Thank you for your consideration and we look forward to
working with you.

Sincerely,

Keer L e

Kelly Fox, Chair

cc: Matt Smith, State Actuary
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Economic and Revenue Forecast Council Members

Representative Jim Mclntire, Chair ~ Cindi Holmstrom, Director, DOR
Representative Ed Orcutt Victor Moore, Director, OFM
Senator Joseph Zarelli Senator Craig Pridemore

Governor’s Council of Economic Advisors

Mr. Rick Bender Mr. David Nierenberg
Mr. Frank Brod Dr. Desmond O’Rourke
Dr. Richard Conway Dr. Kriss Sjoblom

Mr. Grant Forsyth Dr. Paul Sommers

Mr. John Griffiths Mr. Daniel Thomas

Mr. William Longbrake Dr. Andy Turner

Dr. Shelly J. Lundberg

Explanation of the Cover Graph

While nominal gasoline prices have set fresh all-time records in each of the last five years, the
June 2008 economic and revenue forecast predicts a new real gas price record for the first time
since 1981. The cover chart shows the average price of gasoline in the U.S. since 1935 in both
current dollars and adjusted for inflation with the consumer price index. The forecast assumes
gas prices will average $3.74 per gallon in 2008, surpassing the previous inflation-adjusted
record of $3.23 set in 1981. The earlier spike in prices was caused by the severe supply
disruptions during the Iran-lrag war. This time the main culprit is strong world demand for oil,
particularly in emerging markets. The forecast assumes a declining trend in gas prices over the
next few years, but prices will remain relatively high by historical standards.

This publication is available on the Internet at http://www.erfc.wa.gov
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Preface

The Economic and Revenue Forecast Council is required by Chapter 231, Section 34, Laws of
1992 (RCW 82.33.020) to prepare a quarterly state economic and revenue forecast and submit it to the
Forecast Council. This report presents the state’s economic and General Fund-State revenue forecast. It
is issued four times a year.

Copies on Compact Disc are available to Washington State businesses and residents for $2.50
per copy, and to those out-of-state for $5.00 per copy. You may contact our office for more subscrip-
tion information at (360) 570-6100 or by writing the Office of the Forecast Council, Post Office
Box 40912, Olympia, WA 98504-0912.

You may also access this report on our website at www.erfc.wa.gov.

iii June 2008



This page left intentionally blank.

June 2008



Table of Contents

PrEFACE oo ii
LISt Of TADIES ..o Vii
LISt Of CRAITS oo IX
EXECULIVE SUMIMAIY .ottt e e e e e e e e e e et e e e e e e e e e e eeeannnn e es 1
Chapter 1
Washington State and U.S. Economic Forecasts
Recent U.S. ECONOMIC ACTIVITY ...ooiiiiiiiite ettt ettt et e et e e e e aeaaeaeaesaaeaannnnas 5
U.S. FOrecast HIGIIGRNTS ...ttt ettt e e e e e e e e e e e e e e e nannebanbeebeeseeees 5
Recent Economic ACtiVity iN WaSHhINGION ..........eiiiiiiiiiiiiiaee ettt e e e e e e e e e e e e e e ee e e 8
AdJUSTMENES 10 ECONOIMIC DALA ...ttt ettt e e e e e e e aeaaaaaaaeaaaaaaabbebbeeeeeeeeees 9
Washington State Forecast HIGhlIGNTS ... e e 9
AILEINALIVE FOIBCASES .....eeiiieiiiiitei ittt e et e 4t e e oot e e e e e bt e e e e e e e e e e e e e abb e e e e e e e 13
Governor’s Council of ECONOMIC AQVISOIS SCENATTO ......cciiuriiiiieeiiiiiiiie e et e st e s a e s aineneee e 14
Chapter 2
Washington Business Indicators
THE NALIONAI ECONMOMIY ...ttt ettt ettt e et e e e e e e e e e e e e e e e aaeaaaaannnanbbsbbbsbbesseeeeaeeeaeas 27
The State ECONOMY and INAICALOTS .......coooiiiiiiiiii ittt e e e e e e e e e e e e e e e e e e e e bbb bbb s baeaaaaaaeaeaans 28
Chapter 3
Washington State Revenue Forecast Summary
111 ]e [V [ox 1 (o] o H T TP P PP PP PPPPPTON 37
Background and ASSUMPLIONS .........uuuueiiieiiieiieete et e e e e e e e e et e oottt e ettt e et e e eeaaaaaaaaaaaaaaaaaaaaaassbbesbeesneees 38
June 2008 FOrecast ASSUMPLIONS .....coiiiiiiiiiiiiiitiiie ettt e e et e et e e e e e e e e e e e e e e e e e s e e e e naaeebbbbbssseeeeeeeaeaaaaaaaesaaaaanannnns 38
Recent COlIECHON EXPEIIEINCE .......uuuitieiiieiiieii ettt ettt e e e e e e e e aaaaaaaaeaaaeaaanbsbbesbeeeseees 39
The General Fund-State Forecast for the 2007-09 and the 2009-11 BI€NNIi@ ..........coovvivrriieeriiiiiiieee e 42
Forecast Change for the 2007-09 & 2009-11 BIENNIA ......ccooiiiiiiiiiiiiiit ettt a e e e e e 47
Summary of NON-ECONOMIC ChaNQES .......coooiiiiii ittt eeeeee s 47
DepartMent Of REVENUE .........ooo ittt e e e oottt e et e e e e e e aaaaaaaaaaaeas 48
DepartMent OF LICENSING .....eeeeeeiiiiiieiae ettt ettt e et e e e e e e e e e e e e e e s aaaaa e e nsnnebebbbebeneseeeeees 49
Office of Financial Management: Other AQENCIES .........uuuuuiuiiiiiiiiiiiieeee e ee e 49
SEALE TIEASUIE ...ttt e e e e e e e e e ettt ettt et e e e e e e e e e e e s e e s s e e bbb bbb e e e e e e e eeeeee s 49
INSUFANCE COMMISSIONEN ....eiieeiiitttee e ettt e et e e e e bt e e e e e b et e e e e e e bbbt e e e e e s st e e e e e e nnbbe e e e e e e e nnnees 49
(Lo [0l g @foTq1i (o] I =To =1 (o H TR TTTUUPPPTRP 51
[ 1=] VA O e] 1011 41 1S1] (o] o PP 51
Track Record for the 2007-09 BIENNIUIM ........uuiiiiiieiiiiiee ittt e e e e e e e 51
The Relationship Between Cash and GAAP General Fund-State Revenue FOrecasts ..........cccccccveveeeieeneenn. 51
Alternative Forecast for the 2007-09 and the 2009-11 BI€NNIA. .......cceviiiriiiieeiiiiiiie ettt 57
“Related Fund” Forecast for the 2007-09 and the 2009-11 BIENNIGA ......cceeeiiiirriiiiieiiiiiiiiee s 67

\% June 2008



Chapter 4: Special Report

County Personal Income and Employment, 2002 to 2006 ............cuuvuiiiieiineeiniieeennns 69
Appendices

Detail Components of the Washington ECONOMIC FOT@CAST .......uuuuiiiiiiiiiiiiiiiiiiaaeea e 113
G O S S AN ittt a e e e e e ettt s 143

Vi June 2008



List of Tables

Chapter 1

Washington State and U.S. Economic Forecasts

Table1.1 U.S. ECONOMIC FOrECAST SUMIMAIY .....uutiiiiiiiiiiiiiiieiiaeeae e e e e e e e e e e e e e e et eeeeeeeeeeas 15
Table 1.2 Washington ECONOMIC FOreCast SUMIMAIY .........oooiiiiiiiiiiiiiiiieee et e e e e e e 16
Table 1.3 Comparison Of AREINALIVE FOrECASES ......uuuuieiiiiiiieiiiii e 17
Table 1.4 FOrECAST ANAIYSIS ...ttt e e e e e e e e e e e e e e e e e bbbt e e ee e 18
Table 1.5 FOreCast COMPAIISON ......ooiiiiiiiteite bttt et e e e e e e e e e e e e e e e e e e e e s e e e e e et bbbbbbbbsbseeeeeeeeees 19
Table 1.6 Long Range ECONOMIC OUHIOOK .........cooiiiiiiiiiiii et 20
Chapter 2

Washington Business Indicators

Table 2.1 Summary of National & State INAICALOrS ............eeeeiiiiiiiiiiiia e 30
Table 2.2 Washington BUSINESS INAICALONS .........coooiiiiiiiiiiiiie ettt 36
Chapter 3

Washington State Revenue Forecast Summary

Table 3.1 Revision to the General FuNd-State FOreCaST ..........ccuviiiiiiiiiiiiiie e 37
Table 3.2 Economic and Revenue Forecast FIOW Chart...........cc.vviiiiiiiiiiiiieceeee e 40
Table 3.3 Collection Variance, February 11, 2008-June 10, 2008 ...........coooiiiiiiiimiiiiiiiiiiiieeeeeeee e 41
Table 3.4 General FUNd-State COIECHIONS .........ouviiiiieeiiitie e e e 43
Table 3.5 Taxable REtAIl SAUES ......cooiiiiiiii e 44
Table 3.6 Summary of Changes to General Fund-State FOrecast ..............ooooviiiiiiiiiiiiiiiiiiiieeeeeeeee 50
Table 3.7 Comparison of the General Fund-State Forecast by Agency, 2007-09 Biennium; Cash ....52
Table 3.8 Comparison of the General Fund-State Forecast by Agency; 2007-09 Biennium; GAAP ...53
Table 3.9 Comparison of the General Fund-State Forecast by Agency, 2009-11 Biennium; Cash ....54
Table 3.10 Comparison of the General Fund-State Forecast by Agency, 2009-11 Biennium; GAAP ..55
Table 3.11 February General Fund-State Forecast 2007-09 & 2009-11 Biennia; Cash Basis .............. 56
Table 3.12 General Fund - State Cash Receipts, JuNe 2008 ..........ccoooiiiiiiiiiiiiiiiiiiiiei e 58
Table 3.13 Track Record for the 2007-09 General Fund-State Cash FOrecast .............occvvvvvveeiiiiiinnnen. 59
Table 3.14 June 2008 Baseline FOrecast DY AQENCY ........uuuiiiiiiiiiiiiiiiiiiea e 60
Table 3.15 2007-09 Enacted Budget Balance Sheet Including 2008 Supplemental ............cccccccceeeeeeen. 61
Table 3.16 June 2008 Alternative Forecasts Compared to the Baseline Forecast, 2007-09.................. 62
Table 3.17 June 2008 Alternative Forecasts Compared to the Baseline Forecast, 2009-11 ................. 63
Table 3.18 Impact of Initiative 728 and the State Property Tax and Lottery Revenue ...................o...... 64
Table 3.19 General Fund-State and Related FUN ...........oooiiiiiiiiiiiicc e 65
Table 3.20 General Fund-State and Related Fund, by fiscal year ... 66
Table 3.21 Summary of 2008 LEGISIAtION ..ottt 68

Chapter 4: Special Report
County Personal Income and Employment, 2001 to 2005

Table 4.1 2006 Job Ratio, Unemployment, and Per Capita Residence Adjustment ...................eeeeeee. 74
Table 4.2 2006 Full-Time and Part-Time Employees and Earnings by Major Industry ....................... 75

Vii June 2008



Chapter 4: Special Report (continued)

Table 4.3 Personal Income by Major Source and Earnings by INAUSEIY ..........ciiii, 85
Table 4.4 Per Capita Personal INCOME ..........eiiiiiiiiiiiaaae e e e e e e e e e 109
Table 4.5 2006 Per Capita Personal Income and Median HOme PriCeS .........cccuuviiviiiiiiiiiiiiiiinaaeenn. 110
Appendices

Detail Components of the Washington Economic Forecast

Table Al.1 U.S. Economic Forecast SUMmary; ANNUA ..........coooiiiiiiiiiiii e 14
Table Al1.2 U.S. Economic Forecast Summary; QUArterly ... 115
Table A1.3 Washington Economic Forecast Summary; ANNUAal ..........ccccciiiiiiiiiiiiiiiieeeeeee e 118
TableAl.4 Washington Economic Forecast Summary; Quarterly ...........cccouuvviiieeiiiiiiiiiiiiieeaeeeeeeeen 119
Table A2.1 U.S. Nonagricultural Employment by Industry; ANNual ... 122
Table A2.2 U.S. Nonagricultural Employment by Industry; Quarterly ..........ccccoooiiiiiiiiiiiiiiciiiiies 123
Table A2.3 Washington Nonagricultural Employment by Industry; Annual ... 126
Table A2.4 Washington Nonagricultural Employment by Industry; Quarterly ...........ccccoooceiieiannnnnn. 127
Table A3.1 U.S. Personal Income by Component; ANNUAL ............oooiiiiiiiiiiiiiiee e 130
Table A3.2 U.S. Personal Income by Component; QUAIEITY ...........ooeiiiiiiiiiiiaiiaa e 131
Table A3.3 Washington Personal Income by Component; Annual ...........ccccuvviiiiiiiiiiiiiiiaeeeeen 134
Table A3.4 Washington Personal Income by Component; Quarterly ............ccccoouiviiiiiiiiiiiiiiiieieeeeeenn. 135
Table A4.1 Selected INFlatioN INAICALONS .........ooiiiiiiiei e 138
Table A4.2 Chain-Weighted Price INAICES ........ccooiiiiiiiiiiiiee e 139
Table A5.1 Washington Resident Population and Components of Changes ................eeeeeeeeeeiiineennenn. 140
Table A5.2 Washington POPUIALION ..........eueiiiiiiiiiiiiee et a e e e e 141

Vil June 2008



List of Charts

Chapter 1
Washington State and U.S. Economic Forecast

Comparison of Washington and U.S. Economic Forecasts

Chart1.1 Total Nonfarm Payroll EMpPIOYMENt ... 21
Chart1.2 Manufacturing EMPIOYMENT ...ttt eeeee s 21
Chart 1.3 AEroSpPace EMPIOYMENT ...ttt eeeeaaaans 21
Chart1.4 Computers and Electronics EMPIOYMENT .........ueiiiiiiiiiiiiiii e 21
Chart1.5 Construction EMPIOYMENT .......coiiiiiii ettt e e e e 22
Chart 1.6 INnformation EMPIOYMENT ...ttt e e e e e e ee e 22
Chart 1.7 Other Private EMPIOYMENT .....oooiiiiiiiiiieaia ettt et e e e e e e e e e e e e e e e e e e e e ennnnnes 22
Chart 1.8 Government EMPIOYMENT ..ottt e e e e e e e e e e e e e eb bbbt ae e e e eeeeeas 22
Chart1.9 Real Personal INCOME ........uiiiiiiiiie ettt 23
Chart1.10 CONSUMET PIICE INAICES ....eiiiieiiiitii ettt et e 23
Chart1.11 POPUIBLION ...ttt e et e e e e e e e e e e e e e e e e e e s e e bbbt et e e s e e e eeees 23
Chart1.12 Per Capita HOUSING UNILS ..ottt e e eeeee s 23
Comparison of Alternative U.S. Forecasts

Chart1.13 REAIGDP ... e 24
Chart1.14 IMPICIE PrCE DEFIALON ...t e e e e e e e e e e e e 24
Chart1.15 MOMQAGE RALE ...ttt e e e e e e e e e e e e e e e et e e e e e e e eeees 24
Chart1.16 Three MONth T-Bill RALE ........eoiiiiiiiiiiii et 24

Comparison of Alternative Washington Forecasts

Chart1.17 PersoNal INCOME ......oo ittt e e e e e e e e e e e e e e e e e e e e et s e e e e e e eees 25
Chart1.18 Real Personal INCOME ...ttt eeeeeees 25
Chart1.19 Total Nonfarm Payroll EMpPIOYMENt ... 25
Chart1.20 HOUSING PEIMILS ...ttt e e e e e e e e e e e e e e e e e et ae e e s e e e e eees 25
Chapter 2

Washington Business Indicators

Washington Economic Indicators

Chart2.1 Year-over-Year EMployment GrOWLEN ..........ooooiiiiiiiiiii ittt 31
Chart 2.2 Washington Aircraft and Parts EMpIOYMENt ... 31
Chart2.3 UNEMPIOYMENT RALE ...ttt ettt e e e e e e e e e e e e e e e e e s e e e e nnnnnnes 31
Chart2.4 Washington Boom Monitor COmposite INAEX ...........ooiiiiiiiiiiiiiiiiiiiee et 31

Washington State Leading Indicators

Chart2.5 The Washington and U.S. Indexes of Leading INdicators ...........cccccvviiiiiiiiiiiiiiiiiienaeeeeen, 32
Chart 2.6 Washington Initial Claims for Unemployment INSUrance ............ccooooeviiiiiiiiiiiiiiiiiiiieeeeee 32
Chart2.7 Seattle Times and U.S. Help-Wanted Advertising INdexes ............oooooiiiiiiiiiiiiiiiiiiieeeee, 32
Chart 2.8 Housing Units Authorized in Washington State .............ccccuiiiiiiiiiiiiieeee s 32

iX June 2008



Other State Economic Indicators

Chart2.9 Average Weekly Hours in ManufaCturing .........ooooeioiiiiiiiiiiiiiiiiie et 33
Chart2.10 Washington Driver's License MiIgration ............oooioiiiiiiiiiiiiiiiiiiieieie e e e e e e e e e e e 33
Chart2.11 New Car and Truck Registrations in Washington ............ccccuvuiiiiiiiiiiiiiiiiiieeeee e 33
Chart2.12 Institute for Supply Management INAEX ..........oooiiiiiiiii e 33
Other Economic Indicators

Chart2.13 Quarterly U.S. Real GDP GrOWEN .........uuuuiiiiiiiiiiieciii e 34
Chart2.14 Washington State EXport COMPOSITION ......cooiiiiiiiiiiiiiiiiii ettt e e e e e e e e e e e 34
Chart2.15 U.S. ECONOMIC INAICALOIS .......tiiiieeee ittt e et e e e e 34
Chart2.16 NatioONAl STOCK INAEXES ....ceeiiiiiiiii ettt e e e e st e e e 34

Other Economic Indicators

Chart2.17 Federal FUNAS TArget RALE .......ooiiiiiiiiiaiiie ittt e e 35
Chart2.18 CoNSUMET CONTIAENCE ... ..eiiiiiie i .35
Chart2.19 Seattle vs U.S. CPI (Al Urban CONSUMEIS) .....ceuiiiiiiiiiiiaaaaaaaae e 35
Chart2.20 Monster EMPIOYMENT INAEX .......uuuuuiiiiiieiiiiiiee et a e e e e e e 35
Chapter 3

Washington State Revenue Forecast

Chart3.1 General FUNd-State REVENUE ..........coioiiiiiiiiiiee ittt 45
Chart 3.2 General Fund-State Revenue; Percent Change ...........ooooioiiiiiiiiiiiiiiiiiiiieieeeeeee e 45
Chart 3.3 Composition of General FUNd-State REVENUE ............ooooiiiiiiiiiiiiieeeeee e 46
Chart3.4 Taxable Sales as a Percent of Personal INCOME ..o 46

Chapter 4: Special Report
County Personal Income and Employment, 2001 to 2005

Chart4.1 2006 County Per Capita Personal INCOmMe by SOUICE ...........uuuiiiiiiiiiiiiiiiiiiiiieieeeeeeeeee e, 72
Chart 4.2 2006 EarningS PEIrJOD ..o 73

X June 2008



Executive Summary

U.S. Economic Forecast

The June 2008 economic and revenue forecast incorporated the preliminary GDP estimate for
the first quarter of 2008. According to the preliminary estimate, real GDP growth inched up to
0.9 percent in the first quarter of 2008 from 0.6 percent in the fourth quarter of 2007. The
apparent improvement was more than accounted for by inventories, however. Growth of final sales of
domestic product fell to 0.7 percent from 2.4 percent. Consumer spending grew at only a 1.0 percent rate
in the first quarter, which was the weakest gain in 13 years. Consumer purchases of durable goods fell at
a 6.2 percent rate due mainly to a 13.5 percent decline in motor vehicles and parts. Once again the
weakest sector was fixed investment which fell at a 7.8 percent rate in the quarter due to a 25.5 percent
plunge in residential fixed investment. The decline in residential fixed investment subtracted 1.2 percentage
points from GDP growth in the first quarter. The foreign sector partially offset the housing decline by
contributing 0.8 percentage points to GDP growth in the first quarter. Exports rose at a 2.8 percent rate
while imports declined at a 2.6 percent rate. Government consumption and investment spending rose ata
2.0 percent rate in the first quarter, led by a 5.6 percent increase in defense spending.

Payroll employment declined at a 0.3 percent rate in the first quarter compared to a 0.8 percent
increase in the fourth quarter while the unemployment rate edged up to 4.93 percent from 4.83 percent.
The Consumer Price Index rose 4.3 percent in the first quarter following a 5.0 percent rise in the fourth
quarter. The high headline inflation rate was due to energy costs which rose at a 29.3 percent rate in the
fourth quarter and an 18.5 percent rate in the first quarter. Core CPI inflation, which excludes food and
energy, held steady at 2.5 percent. Housing starts plummeted at a 33.0 percent rate in the first quarter to
1.042 million units from 1.151 million units in the fourth quarter. The mortgage rate declined to 5.87
percent in the first quarter from 6.23 percent in the fourth quarter. The Federal Reserve cut its target for the
federal funds rate by 75 basis points and 25 basis points in March and April resulting in a rate of 2.00
percent by April 30.

The fiscal stimulus package is worth $152 billion in the second and third quarters of 2008 (1.1 percent
of GDP), of which $107 billion is for households and $45 billion is for businesses. The rebates give some
help to consumer spending in the second quarter, but their biggest impact is on the third quarter. Oil prices
have moved above $130 per barrel. While the decline of the dollar and “speculation” have had some
impact on oil prices, we believe the main explanation for higher prices is underlying supply/demand. We
assume that West Texas Intermediate averages $129 per barrel over the second half of the year and
remains above $100 per barrel through the end of the decade. We assume that the Fed will keep the
federal funds rate at 2.00 percent through mid-20009. It then begins a tightening cycle, returning the federal
funds rate to 3.50 percent by the end of 2009 and 4.75 percent by the end of 2010. The Fed is becoming
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more concerned about the currency’s weakness, but a meaningful rebound would require the Fed to start
hiking interest rates, which we do not anticipate this year. We project GDP growth in the United States’
major-currency trading partners at 1.6 percent in 2008, down from 2.7 percent in 2007. Growth for other
trading partners should ease from 6.1 percent in 2007 to 5.2 percent in 2008. The forecast assumes that
Congress will not allow all of the Bush administration’s personal tax reductions to expire as scheduled at
the end of 2010, but we expect some increase in the income-tax burden, whether through the impact of the
Alternative Minimum Tax (AMT) or through some kind of tax reform that raises a similar amount of
revenues. Spending for the wars in Iraq and Afghanistan continues to climb. We expect real federal defense
purchases to rise 4.8 percent in calendar 2008, up from 2.8 percent growth in calendar 2007. Overall
federal purchases will rise 3.7 percent in 2008, up from 1.7 percent growth in 2007.

Annual GDP growth slowed to 2.2 percent in 2007 from 2.9 percent in 2006. The forecast expects
GDP growth to slow down to 1.4 percent this year and 1.3 percent next year before recovering to 3.3
percent per year in 2010 and 2011. Nonfarm payroll employment growth slowed to 1.1 percent in 2007
from 1.8 percent in 2006. Employment is expected to grow just 0.1 percent this year and 0.0 percent next
year. Employment growth is expected to improve to 1.2 percent in 2010 and 1.7 percent in 2011 as the
economy recovers. The unemployment rate edged up to 4.64 percent in 2007 from 4.61 percent in 2006.
The forecast expects the unemployment rate to rise to 5.22 percent in 2008 and 5.86 percent in 2009,
recovering to 5.70 percent in 2010 and 5.22 percent in 2011. Inflation, as measured by the implicit price
deflator for personal consumption expenditures, eased slightly to 2.5 percent in 2007 from 2.8 percent in
2006. Rising energy costs continue to boost overall inflation. Core inflation, which excludes food and
energy, was only 2.1 percent in 2007. Energy costs will add to inflation in 2008 but will decline through the
remainder of the forecast period, helping to restrain inflation in 2009-2011. The overall implicit price
deflator is expected to rise 3.8 percent in 2008, 2.4 percent in 2009, and 1.6 percent in 2010, and 1.7
percent in 2011.

Washington State Economic Forecast

Washington payroll employment rose at a 1.6 percent annual rate in the first quarter of 2008 following
a 2.4 percent increase in the fourth quarter of 2007. Manufacturing employment rose at a 1.2 percent rate
in the first quarter due to a 6.4 percent increase in aerospace employment. Manufacturing employment
other than aerospace declined at a 0.8 percent rate. Construction employment declined at a 0.5 percent
rate in the first quarter following a 0.4 percent increase in the fourth quarter. Residential building and
related special trades employment fell at a 5.0 percent rate but this was largely offset by a 3.8 percent
increase in other construction employment. Natural resources (logging) and mining employment, while
small, fell ata 1.5 percent rate in the first quarter as a 6.3 percent decline in logging employment more than
offset a 6.6 percent increase in mining employment. Among the private services-producing sectors,
information employment remained strong with a 5.1 percent growth rate. Software employment increased
ata 4.6 percent rate and all other information employment rose at a 5.6 percent rate. Also strong in the first
quarter were leisure and hospitality (4.0 percent), professional and business services (3.3 percent), education
and health services (2.9 percent), and “other” services (2.0 percent). Employment in trade, transportation,
and utilities was flat in the first quarter while financial activities employment fell at a 0.8 percent rate, the
fourth consecutive decline. In the public sector, state and local government employment rose ata 1.8
percent rate in the first quarter but federal government employment fell ata 2.9 percent rate.

Washington’s personal income in the fourth quarter of 2007 was $0.438 billion (0.2 percent) higher
than the estimate made in February but this was more than accounted for by a revision in the seasonal
treatment of software wages (the personal income estimates for Washington now reflect seasonally adjusted
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software wages, previously, software wages were unadjusted). Excluding this impact, the revision was a
reduction of $0.412 billion (0.2 percent). Total wages were $0.786 billion (0.5 percent) higher than expected
in February, again due to the revised seasonal treatment of software wages. Otherwise total wages would
have been $0.064 billion (0.0 percent) less than expected in February. After adjusting for the revision due
to the seasonal adjustment of software wages, the current software wage estimate is $0.056 billion (0.7
percent) less than expected in February. Fourth quarter wages in sectors other than software wages were
$0.008 billion (0.0 percent) lower than expected in the February forecast. Nonwage personal income in
the fourth quarter was $0.348 billion (0.3 percent) below the February forecast. The forecast assumes that
personal income growth fell to 2.5 percent in the first quarter of 2008 from 6.4 percent in the fourth quarter
of 2007. Fourth quarter 2007 income had been temporarily boosted by unusually large bonuses in the
software sector. Personal income, excluding software wages, is assumed to have grown at a healthy 5.6
percent rate in the first quarter of 2008. The forecast assumes that wage and salary disbursements grew at
only a 0.6 percent rate in the first quarter, again due mainly to software wages. Wages outside of the
software sector rose at a 6.1 percent rate. The forecast assumes that income from sources other than
wages grew at a healthy 5.0 percent rate in the first quarter.

The forecast also reflects Seattle consumer price data through April 2008. After trailing the national
average during 2002, 2003, and 2004, December-December Seattle inflation moved ahead of the national
average in 2005, 2006, and 2007. However, Seattle core inflation during the first four months of this year
was only 1.2 percent compared to 1.8 percent for the U.S. city average and headline inflation here was
only 0.5 percent compared to 3.0 percent for the nation. The benign performance so far this year is due to
outright declines in both the core and all items Seattle CPIs between February and April. We do not
believe thisisatrend. The stronger inflation in Seattle compared to the U.S. city average during the last few
years is mostly due to shelter costs, in particular, rent and owners’ equivalent rent which is typical of
periods when the local economy is outperforming the nation

The number of housing units authorized by building permit fell 6,800 in the first quarter of 2008 to
31,600 from 38,400 in the fourth quarter. Single-family permits fell 4,000 to 19,000 and multi-family
permits fell 2,900 to 12,600. The number of single family permits taken out in the first quarter of 2008 was
the lowest since the third quarter of 1986 and the overall number of units authorized was the lowest since
the fourth quarter of 1991.

The decline in Washington housing permits during the first quarter of 2008 was more severe than
expected in February. The current forecast assumes that housing permits will be significantly lower in 2008
than assumed in February but will recover to about the same rate in 2009. The forecast assumes construction
employment will decline about 6,600 from the fourth quarter of 2007 to the fourth quarter of 2008, the
same decline as expected in the February forecast. The forecast assumes little change in the overall level of
construction employment during 2009, 2010, and 2011. The software employment forecast is similar to
the February assumption. Software employment is expected to rise 4,600 from the fourth quarter of 2007
to the fourth quarter of 2009 and 5,200 in 2010 and 2011. The software wage forecast has been reduced
an average of $0.522 billion per year as a result of a decline in Microsoft’s stock price which will reduce
income from stock options and stock awards. The Washington aerospace employment is expected to
continue to rise through the end of 2008, reaching 86,600 in December which is 2,400 higher than assumed
in February. The forecast assumes no further changes in aerospace employment through 2011.

Propelled by continued strength in construction, aerospace, and software, Washington nonfarm payroll
employment grew 2.5 percent in 2007 following a 3.0 percent increase in 2006. Growth in these key
industries is expected to slow, though, and the state will also be adversely affected by the slow growth
expected for the U.S. economy. The forecast calls for employment growth rates of 1.3 percentand 1.0
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percent in 2008 and 2009. Employment growth is expected to improve to 1.8 percent per year in 2010
and 2011 as the national economy recovers. Washington personal income growth slowed from 8.4 percent
in 2006 to a still strong 7.4 percent in 2007. Income growth is expected to slow to 5.4 percent in 2008 and
4.7 percent in 2009 before recovering to 6.1 percent and 6.3 percent in 2010 and 2011. After four years
of uninterrupted growth, the number of housing units authorized by building permit fell 3,000 in 2006 to
50,000 and another 2,600 in 2007 to 47,400. Tighter lending standards and plunging consumer confidence
are expected to depress the single-family market despite lower mortgage interest rates but continued
strong net migration into Washington should support multi-family activity. The forecast expects total housing
permits to decline to 32,900 in 2008 before bouncing back to 44,600 in 2009, 49,200 in 2010, and
49,800 in 2011. Inflation, as measured by the Seattle CPI, increased to 3.9 percent in 2007 from 3.7
percent in 2006. Core inflation (excluding food and energy) was slightly more moderate but also increased
to 3.5 percent in 2007 from 3.3 percent in 2006. Energy costs will add to inflation again in 2008 raising
headline inflation to 4.7 percent compared to core inflation of 2.9 percent. Declining energy costs in 2009,
2010, and 2011 should help lower overall inflation in those years. The slowdown in the overall economy
should also help restrain core inflation. As a result, Seattle inflation should decline to 2.9 percent in 2009
and 2.0 percent per year in 2010 and 2011.

Washington State Revenue Forecast

Excluding legislation enacted in the 2008 session, the General Fund-State revenue forecast has been
reduced by $166.8 million for the combined 2007-09 and 2009-11 biennia. The new U.S. economic
forecast exhibits weaker growth of GDP, employment and income than did the forecast adopted in February.
The forecast assumes that the economy slumps once again to a near-recessionary state in the fourth
quarter of this year and first half of next year as the impact of the tax rebates wears off. The new forecast
also expects higher inflation in 2008 and 2009 than assumed in February. The weaker national outlook is
the main reason for the reduction in the state’s economic and revenue forecasts.

The June 2008 forecast for the 2007-09 biennium is $29,402.4 million, which is $60.5 million lower
than expected in the February forecast. Of the $60.5 million reduction, $11.0 million is due to legislation
and $49.6 million is due to the weaker economic forecast. The forecast for the 2009-11 biennium is
$31,754.5 million, which is $163.4 million lower than expected in the February forecast. Of the $163.4
million reduction, $46.1 million is due to legislation and $117.2 million is due to the weaker economic
forecast.

As required by law, optimistic and pessimistic alternative forecasts were developed for the 2007-09
biennium. The forecast based on more optimistic economic assumptions netted $643 million (2.2 percent)
more revenue in the 2007-09 biennium than did the baseline while the pessimistic alternative was $530
million (1.8 percent) lower. An alternative forecast based on the average view of the Governor’s Council
of Economic Advisors yielded $162 million (0.6 percent) less revenue in the 2007-09 biennium than did
the baseline forecast.

Note: The economic data discussed in this chapter were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.
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Chapter 1

Washington State and U.S. Economic
Forecasts

Recent U.S. Economic Activity

T he June 2008 economic and revenue forecast incorporated the preliminary GDP estimate
for the first quarter of 2008. According to the preliminary estimate, real GDP growth
inched up to 0.9 percent in thefirst quarter of 2008 from 0.6 percent in the fourth quarter
of 2007. The apparent improvement was more than accounted for by inventories, however. Growth
of final sales of domestic product fell to 0.7 percent from 2.4 percent. Consumer spending grew at
only a 1.0 percent rate in the first quarter, which was the weakest gain in 13 years. Consumer pur-
chases of durable goods fell at a 6.2 percent rate due mainly to a 13.5 percent decline in motor
vehicles and parts. Once again the weakest sector was fixed investment which fell at a 7.8 percent
rateinthe quarter dueto a25.5 percent plungein residential fixed investment. Thedeclineinresiden-
tial fixed investment subtracted 1.2 percentage points from GDP growth in the first quarter. The
foreign sector partially offset the housing decline by contributing 0.8 percentage pointsto GDP growth
in the first quarter. Exports rose at a 2.8 percent rate while imports declined at a 2.6 percent rate.
Government consumption and investment spending rose at a2.0 percent ratein thefirst quarter, led
by a 5.6 percent increase in defense spending.

Payroll employment declined at a 0.3 percent rate in the first quarter compared to a 0.8 percent
increase in the fourth quarter while the unemployment rate edged up to 4.93 percent from 4.83 per-
cent. The Consumer Price Index rose 4.3 percent inthefirst quarter following a5.0 percent riseinthe
fourth quarter. The high headline inflation rate was due to energy costs which rose at a29.3 percent
rate in the fourth quarter and an 18.5 percent rate in the first quarter. Core CPI inflation, which
excludesfood and energy, held steady at 2.5 percent. Housing starts plummeted at a33.0 percent rate
inthefirst quarter to 1.042 million unitsfrom 1.151 million unitsin the fourth quarter. The mortgage
rate declined to 5.87 percent in thefirst quarter from 6.23 percent in the fourth quarter. The Federal
Reserve cut itstarget for the federal funds rate by 75 basis points and 25 basis pointsin March and
April resulting in arate of 2.00 percent by April 30.

U.S. Forecast Highlights

Thefiscal stimulus package isworth $152 billion in the second and third quarters of 2008 (1.1
percent of GDP), of which $107 hillion is for households and $45 hbillion is for businesses. The
rebates give some help to consumer spending in the second quarter, but their biggest impact isonthe
third quarter. Oil prices have moved above $130 per barrel. While the decline of the dollar and
“speculation” have had someimpact on oil prices, we believe the main explanation for higher prices
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is underlying supply/demand. We assume that West Texas Intermediate averages $129 per barrel
over the second half of theyear and remains above $100 per barrel through the end of the decade. We
assumethat the Fed will keep thefederal fundsrate at 2.00 percent through mid-2009. It then begins
atightening cycle, returning thefederal fundsrateto 3.50 percent by the end of 2009 and 4.75 percent
by the end of 2010. The Fed is becoming more concerned about the currency’ s weakness, but a
meaningful rebound would require the Fed to start hiking interest rates, which we do not anticipate
thisyear. We project GDP growth inthe United States magjor-currency trading partnersat 1.6 percent
in 2008, down from 2.7 percent in 2007. Growth for other trading partners should ease from 6.1
percent in 2007 to 5.2 percent in 2008. The forecast assumes that Congresswill not allow all of the
Bush administration’s personal tax reductions to expire as scheduled at the end of 2010, but we
expect someincreasein theincome-tax burden, whether through the impact of the Alternative Mini-
mum Tax (AMT) or through somekind of tax reform that raisesasimilar amount of revenues. Spend-
ing for thewarsin Iraq and Afghanistan continuesto climb. We expect real federal defense purchases
to rise 4.8 percent in calendar 2008, up from 2.8 percent growth in calendar 2007. Overall federal
purchaseswill rise 3.7 percent in 2008, up from 1.7 percent growth in 2007.

Annual GDP growth slowed to 2.2 percent in 2007 from 2.9 percent in 2006. The forecast
expects GDP growth to slow down to 1.4 percent thisyear and 1.3 percent next year before recover-
ing to 3.3 percent per year in 2010 and 2011. Nonfarm payroll employment growth slowed to 1.1
percent in 2007 from 1.8 percent in 2006. Employment is expected to grow just 0.1 percent thisyear
and 0.0 percent next year. Employment growth isexpected to improveto 1.2 percent in 2010 and 1.7
percent in 2011 asthe economy recovers. The unemployment rate edged up to 4.64 percent in 2007
from 4.61 percent in 2006. Theforecast expectsthe unemployment rateto riseto 5.22 percent in 2008
and 5.86 percent in 2009, recovering to 5.70 percent in 2010 and 5.22 percent in 2011. Inflation, as
measured by theimplicit price deflator for personal consumption expenditures, eased slightly to 2.5
percent in 2007 from 2.8 percent in 2006. Rising energy costs continue to boost overal inflation.
Coreinflation, which excludesfood and energy, wasonly 2.1 percent in 2007. Energy costswill add
toinflation in 2008 but will declinethrough the remainder of the forecast period, helping to restrain
inflationin 2009-2011. Theoverall implicit price deflator isexpected to rise 3.8 percent in 2008, 2.4
percent in 2009, and 1.6 percent in 2010, and 1.7 percent in 2011.

1. Real GDP growth slowed sharply infiscal 2007 to 2.1 percent from 3.2 percent in 2006. The
slowdown in 2007 was primarily dueto residential fixed investment which, after five yearsof
growth, turned sharply negativein 2007, declining at a13.5 percent rate. The housing decline
in 2007 subtracted 0.8 percentage points from real GDP growth after adding 0.2 percent in
the previous year. The housing sector is expected to be asignificant drag on GDP growth in
2008 and 2009 aswell, subtracting 1.0 and 0.7 percentage pointsfrom growth, before bounc-
ing back in 2010 and 2011. Consumer spending growth isexpected to slow to 2.3 percent this
year and 0.8 percent in 2009 after rising at an average rate of 3.3 percent per year during the
previousfour years. Consumer spending isexpected to recover to 1.9 percent in 2010 and 3.2
percent in 2011. Net exports, on the other hand, added 0.2 percent to real GDP growth in
2007, thefirst positive contribution from trade in more than a decade. Supported by growth
overseas and aweak dollar, the foreign sector is expected to add 1.0 percentage points to
growth in 2008 and 0.9 percentage points in 2009. Overall, the forecast calls for relatively
weak GDP growth rates of 2.4 percent in fiscal 2008 and 0.7 percent in 2009, recovering to
2.5 percent in 2010 and 3.4 percent in 2011.
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2. Inflation, as measured by theimplicit price deflator for personal consumption expenditures,
declined to 2.4 percent in fiscal 2007 from 3.2 percent in 2006. The decline was entirely due
to moderating energy costs. Coreinflation actually increased slightly to 2.3 percent from 2.1
percent. Coreinflation isexpected to remain moderate at 2.0 percent in 2008 and 2.4 percent
in 2009 but further increases in food and energy costs will raise headline inflation to 3.1
percent and 3.7 percent. Energy prices are expected to peak in fiscal 2009. Declining energy
prices are expected to help restrain overall inflation to 1.6 percent in 2010 and 1.7 percent
2011.

3. Sincethefinancial turbulence and flight to safety that erupted last summer, the Fed hascut its
target for the federal funds rate by a 325 basis points to 2.00 percent by April 2008. The
forecast assumesthe Fed will keep thefederal fundsrate at 2.00 percent through mid-2009 at
which timeit will begin another tightening cycle. Asaresult of the past Fed tightening, the
three-month Treasury bill rate rose to 4.89 percent in fiscal 2007 from 4.06 percent in fiscal
2006. Now that the Fed has shifted gears again, the forecast expectsthe T-bill rate to decline
t0 2.87 percent in 2008 and 1.92 percent in 2009 beforerising again to 3.42 percent and 4.57
percent in 2010 and 2011. Therise in long term rates has been much more restrained. The
mortgage rateincreased from 6.20 percent in fiscal 2006 to 6.35 percent in 2007. Theforecast
expectsthe mortgage rate to decline slightly to 6.15 percent in 2008 and 5.73 percent in 2009,
rising to 6.39 percent in 2010 and 7.11 percent in 2011.

4. Housing remains the biggest drag on growth in the U.S. economy. Housing starts declined
24.0 percent in fiscal 2007 to 1.547 million units, the first decline after a six-year housing
boom. Rising foreclosures, high inventories of unsold homes, higher spreads for jumbo and
other non-conventional loans, and tighter lending standards are expected to further depress
housing activity. The forecast calls for a 27.9 percent reduction in starts in 2008 to 1.116
million unitsfollowed by an 18.6 percent declinein 2009 to 0.908 million units. The housing
sector isexpected to recover in 2010 and 2011, rising 38.1 percent to 1.254 million unitsand
26.1 percent to 1.581 million units.

5. The nation’ sunemployment rate declined from 4.83 percent in fiscal 2006 to a six-year-low
4.53 percentin 2007. Therelatively mild U.S. recession assumed in theforecast isexpected to
cause amodest increase in the unemployment rate. Theforecast callsfor the unemployment
rate to rise to 4.90 percent in 2008, 5.61 percent in 2009, and 5.85 percent in 2010 before
recovering to 5.48 percent in 2011.

6. In spite of the housing decline, growth in the overall economy has had abeneficial impact on
thefederal deficit. Sharp revenue gains, fueled by surging profits and bonuses, were behind
theimprovement. Revenuesimproved so sharply that thefedera deficit (national income and
product accounts basis) dropped to $211.5 billionin fiscal 2007 from $286.8 billion in 2006.
Thistrend isnot expected to continue, however. Dueto the projected d owdown in the economy
and aflattening in corporate profitsgrowth, overall revenue growth isexpected to dow. Growth
in expenditures, on the other hand, is expected to increase. Thefiscal stimulus package will
also add to the deficit. Theforecast expectsthe deficit to widen to $363.4 billionin 2008 and
$445.5 billion in 2009. The deficit is expected to improve to $426.7 billion in 2010 and
$393.5 billion in 2011 as economic growth revives.

7. On amore positive note, the trade deficit (national income and product accounts basis) de-
clined in fiscal 2007 to $733.2 billion from an all-time record $762.8 billion in 2006. The
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trade deficit should narrow to $721.9 billion thisyear. Thelow value of thedollar and contin-
ued, albeit slower, foreign economic growth should help restrain real imports and boost real
exports. On the other hand, the run-up in oil prices adds to the nominal trade deficit. The
forecast expectsthe deficit to increase to $796.6 billion in fiscal 2009 dueto higher pricesfor
imported oil beforeimproving to $677.0 billion in 2010 and $661.4 billionin 2011.

Table1.1 providesafiscal year summary of the U.S. economic indicators.

Recent Economic Activity in Washington

The Employment Security Department has rel eased preliminary employment estimates through
April 2008. Thisforecast isbased on adjusted employment estimates as described in Adjustmentsto
Economic Data. Washington payroll employment rose at a1.6 percent annual ratein thefirst quarter
of 2008 following a 2.4 percent increase in the fourth quarter of 2007. Manufacturing employment
roseat al.2 percent ratein thefirst quarter dueto a 6.4 percent increase in aerospace employment.
Manufacturing employment other than aerospace declined at a 0.8 percent rate. Construction em-
ployment declined at a 0.5 percent rate in the first quarter following a 0.4 percent increase in the
fourth quarter. Residential building and related special trades employment fell at a5.0 percent rate but
thiswaslargely offset by a3.8 percent increasein other construction employment. Natural resources
(logging) and mining employment, while small, fell at a 1.5 percent rate in thefirst quarter asa 6.3
percent decline in logging employment more than offset a 6.6 percent increase in mining employ-
ment. Among the private services-producing sectors, information employment remained strong with
ab5.1 percent growth rate. Software employment increased at a4.6 percent rateand all other informa-
tion employment rose at a5.6 percent rate. Also strong inthefirst quarter wereleisure and hospitality
(4.0 percent), professional and business services (3.3 percent), education and health services (2.9
percent), and “ other” services (2.0 percent). Employment in trade, transportation, and utilitieswasflat
inthefirst quarter whilefinancial activitiesemployment fell at a0.8 percent rate, the fourth consecu-
tivedecline. Inthe public sector, state and local government employment roseat a1.8 percent ratein
thefirst quarter but federal government employment fell at a2.9 percent rate.

In March 2008 the U.S. Department of Commerce, Bureau of Economic Analysis(BEA) revised
itsquarterly state personal income estimates through the third quarter of 2007 and released prelimi-
nary estimatesfor thefourth quarter. Thisforecast isbased on adjusted personal income estimates as
described in Adjustmentsto Economic Data. According to the adjusted estimates, Washington's
personal incomein the fourth quarter of 2007 was $0.438 billion (0.2 percent) higher than the esti-
mate madein February but thiswas more than accounted for by arevisionin the seasonal treatment of
software wages (the personal income estimatesfor Washington now reflect seasonally adjusted soft-
warewages, previously, software wages were unadjusted). Excluding thisimpact, therevisonwasa
reduction of $0.412 billion (0.2 percent). Total wageswere $0.786 billion (0.5 percent) higher than
expected in February, again dueto the revised seasonal treatment of software wages. Otherwisetotal
wageswould have been $0.064 billion (0.0 percent) lessthan expected in February. After adjusting
for therevision dueto the seasonal adjustment of software wages, the current software wage estimate
is$0.056 billion (0.7 percent) lessthan expected in February. Fourth quarter wagesin sectors other
than software wageswere $0.008 billion (0.0 percent) lower than expected in the February forecast.
Nonwage personal incomein thefourth quarter was $0.348 billion (0.3 percent) below the February
forecast. Theforecast assumesthat personal income growth fell to 2.5 percent in thefirst quarter of
2008 from 6.4 percent in the fourth quarter of 2007. Fourth quarter 2007 income had been tempo-
rarily boosted by unusually large bonuses in the software sector. Personal income, excluding soft-
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warewages, is assumed to have grown at ahealthy 5.6 percent rate in thefirst quarter of 2008. The
forecast assumes that wage and salary disbursements grew at only a 0.6 percent rate in the first
guarter, again due mainly to software wages. Wages outside of the software sector rose at a 6.1
percent rate. The forecast assumesthat income from sources other than wages grew at a healthy 5.0
percent ratein thefirst quarter.

Theforecast also reflects Seattle consumer price data through April 2008. After trailing the na-
tional average during 2002, 2003, and 2004, December-December Seattle inflation moved ahead of
the national average in 2005, 2006, and 2007. However, Seattle core inflation during the first four
months of this year was only 1.2 percent compared to 1.8 percent for the U.S. city average and
headline inflation here was only 0.5 percent compared to 3.0 percent for the nation. The benign
performance so far this year is due to outright declines in both the core and al items Seattle CPIs
between February and April. We do not believe this is a trend. The stronger inflation in Seattle
comparedtotheU.S. city average during thelast few yearsismostly dueto shelter costs, in particular,
rent and owners' equivalent rent whichistypical of periodswhen thelocal economy isoutperforming
thenation.

The number of housing units authorized by building permit fell 6,800 in thefirst quarter of 2008
to 31,600 from 38,400 in the fourth quarter. Single-family permitsfell 4,000 to 19,000 and multi-
family permitsfell 2,900 to 12,600. The number of singlefamily permitstaken out inthefirst quarter
of 2008 wasthelowest sincethethird quarter of 1986 and the overall number of unitsauthorized was
the lowest since the fourth quarter of 1991.

Adjustments to Economic Data

Thisforecast utilized an aternative employment estimate produced by the Department of Em-
ployment Security which incorporated more recent covered employment and payrolls datathan does
the Bureau of Labor Statistics (BL S) estimate. The aternative employment estimate incorporated the
covered employment and payrolls data through the fourth quarter of 2007 which added 2,600 (0.1
percent) to the BLS Current Employment Statistics (CES) estimate for December 2007. By April
2008 the difference had narrowed to 1,900 (0.1 percent).

The BEA benchmarksitsestimatesfor wage and salary disbursementsto the Quarterly Census of
Employment and Wages (QCEW) datafor all sectorsexcept agriculture and federal government. We
have more up-to-date QCEW datafor wagesfor the fourth quarter of 2007 than were availableto the
Bureau of Economic Analysis (BEA) at the time of their latest state personal income release. We
derived fourth quarter 2007 wage estimates for these sectors based on the QCEW data. Unadjusted
BEA estimates were used for farm, federal civilian, and military wages aswell asfor all nonwage
components of persona income. Our adjustments increased the fourth quarter wage estimate by
$1.068 billion (0.7 percent), adding 0.4 percent to total personal incomein that quarter.

Washington State Forecast Highlights

The declinein Washington housing permitsduring thefirst quarter of 2008 was more severethan
expected in February. The current forecast assumesthat housing permitswill be significantly lower in
2008 than assumed in February but will recover to about the sameratein 2009. Theforecast assumes
construction employment will decline about 6,600 from the fourth quarter of 2007 to the fourth
guarter of 2008, the same decline as expected in the February forecast. The forecast assumes little
changeintheoverall level of construction employment during 2009, 2010, and 2011. The software
employment forecast issimilar to the February assumption. Software employment isexpected torise
4,600 from the fourth quarter of 2007 to the fourth quarter of 2009 and 5,200 in 2010 and 2011. The
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software wage forecast has been reduced an average of $0.522 billion per year asaresult of adecline
in Microsoft’ sstock price whichwill reduceincome from stock optionsand stock awards. The Wash-
ington aerospace employment is expected to continue to rise through the end of 2008, reaching
86,600 in December which is 2,400 higher than assumed in February. The forecast assumes no
further changesin aerospace employment through 2011.

Propelled by continued strength in construction, aerospace, and software, Washington nonfarm
payroll employment grew 2.5 percent in 2007 following a 3.0 percent increase in 2006. Growth in
these key industriesis expected to slow, though, and the state will also be adversely affected by the
slow growth expected for the U.S. economy. The forecast callsfor employment growth rates of 1.3
percent and 1.0 percent in 2008 and 2009. Employment growth isexpected to improveto 1.8 percent
per year in 2010 and 2011 as the national economy recovers. Washington personal income growth
slowed from 8.4 percent in 2006 to a still strong 7.4 percent in 2007. Income growth is expected to
slow to 5.4 percent in 2008 and 4.7 percent in 2009 before recovering to 6.1 percent and 6.3 percent
in 2010 and 2011. After four years of uninterrupted growth, the number of housing units authorized
by building permit fell 3,000 in 2006 to 50,000 and another 2,600 in 2007 to 47,400. Tighter lending
standards and plunging consumer confidence are expected to depress the single-family market de-
spite lower mortgage interest rates but continued strong net migration into Washington should sup-
port multi-family activity. The forecast expects total housing permits to decline to 32,900 in 2008
before bouncing back to 44,600 in 2009, 49,200 in 2010, and 49,800in 2011. Inflation, as measured
by the Seattle CPI, increased to 3.9 percent in 2007 from 3.7 percent in 2006. Coreinflation (exclud-
ing food and energy) was slightly more moderate but also increased to 3.5 percent in 2007 from 3.3
percent in 2006. Energy costs will add to inflation again in 2008 raising headline inflation to 4.7
percent compared to core inflation of 2.9 percent. Declining energy costsin 2009, 2010, and 2011
should help lower overall inflation in thoseyears. The slowdown in the overall economy should also
help restrain coreinflation. Asaresult, Seattleinflation should declineto 2.9 percent in 2009 and 2.0
percent per year in 2010 and 2011.

1. Nominal persona income growth jumped to 7.6 percent in fiscal 2007 from 4.3 percent in
2006. The apparent improvement in growth waslargely dueto the special one-timedividend
paid by Microsoft in December 2004. Without the special dividend in fiscal 2005, personal
income growth in 2006 would have been 6.9 percent. The forecast expects aslow downin
growth during the next two years due mainly to slower employment growth aswell asdeclin-
ing average wage growth and slower non-wage income growth. The forecast expects total
personal income growth rates of 7.0 percent in 2008 and 4.5 percent in 2009. Personal in-
come growth is expected to improve to 5.4 percent in 2010 and 6.3 percent in 2011 as job
growth recovers.

2. Washington real personal income growth jumped to 5.2 percent in fiscal 2007 from just 1.0
percent infiscal 2006. Thisapparent improvement wasalso largely dueto the special Microsoft
dividend in December 2004. Excluding the special dividend, real income growth in 2006
would have been 3.6 percent. Real personal income growth is expected to decline to 3.8
percent and 0.7 percent in 2008 and 2009 due to slower nominal income growth and rising
inflation. The economy isexpected to recover in 2010 and 2011, boosting incomeswhile oil
prices are expected to decline, reducing inflation. Theforecast expectsreal personal income
growth to improve to 3.8 percent in 2010 and 4.6 percent in 2011.

3. Total nonfarm payroll employment in Washington rose 2.7 percent in fiscal 2007 which was
almost as strong asthe 3.0 percent gain in 2006. Booming construction employment growth
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coupled with strong growth in both aerospace and software continued to support overall job
growth. Together these sectors grew 9.1 percent in 2006 and 9.2 percent in 2007. Slower
growth is expected during the next four years, however, due to the recession in the U.S.
economy, aleveling off of aerospace employment growth, and declining construction em-
ployment. The forecast calls for employment growth rates of 2.1 percent in 2008 and 0.8
percent in 2009, recovering to 1.5 percent in 2010 and 1.9 percent in 2011.

¢

Chapter 1

Asof April 2008, the aerospace recovery has added 23,900 jobs since the trough of the
last downturnin May 2004. Boeing Commercia Airplanesrecorded yet another recordin
2007, booking 1,423 gross orders. Boeing currently has abacklog exceeding sevenyears
worth of current revenue. Boeing delivered 441 planesin 2007, an 11 percent increase
over the 398 planes delivered in 2006. Boeing expectsto increase deliveriesto between
475 and 480 planesin 2008 and between 500 and 505 planesin 2009 of which 25 will be
Dreamliners. The company expectsto deliver more planesin 2010 than in 2009. Though
productionisstill increasing, the forecast assumes only another 1,900 net aerospace jobs
will be added between April and December 2008. No further increases are expected in
2009, 2010, and 2011. The new employment peak of 86,600 will be 26,500 (23.4 per-
cent) lower than the previous peak in June 1998.

After more than adecade of robust and sustained growth, employment by Washington's
software publishers flattened in mid-2001. Microsoft continued to grow, albeit at are-
duced rate, but other Washington software publishers suffered absolute declines. Since
mid-2003, however, growth has picked up to an average annual rate of 6.2 percent.
Microsoft’ s hiring shows no sign of slowing any time soon asthey continueto add capac-
ity at the Redmond campus. The forecast assumes software employment growth during
the next four yearswill remain strong at an average annual rate of 4.7 percent per year.

Booming construction employment growth has been a magjor driving force during the
current expansion in Washington. Bolstered initially by ahot housing market and more
recently by upturnsin nonresidential building and heavy and civil engineering construc-
tion, Washington’ s construction employment grew at an average rate of 6.8 percent per
year from mid-2003 through the end of 2007, adding 53,400 jobs. Whileitistoo early to
tell for certain, it now appearsthat construction employment peaked in the fourth quarter
of 2007. Employment declined at a 0.5 percent rate in the first quarter of 2008. The
forecast expects construction to fall at an average rate of 2.5 percent per year from the
fourth quarter of 2007 through mid-2009, shedding 7,600 jobs. While the forecast ex-
pects a recovery in housing permits in 2009 and 2010, nonresidential construction is
expected to decline. The forecast expects construction employment growth to average
only 0.4 percent per year from mid-2009 through the end of 2011.

Financial activities employment also appears to have peaked. As of the first quarter of
2008, employment is down 2,900 (1.8 percent) since the first quarter of 2006. Credit
intermediation and related activities, avictim of the meltdown in the mortgage markets,
more than accounted for the decline since thefirst quarter of 2006, falling by 4,400 (7.8
percent). Other financial activities employment actually grew 1,600 (1.6 percent). Nor-
mally the recent steep interest rate cuts would boost home sales and set off a wave of
mortgage refinancing which, in turn, would boost employment in the financial activities
sector. However, thisisnot likely in the current environment of excessive inventories of
unsold homes and dysfunctional credit markets. Financial activities employment is ex-
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pected to decline at an averagerate of 1.6 percent through the end of thisyear, improving
to apositive averagerate of 2.7 percent per year for the remainder of the forecast.

¢ After adow start, therecovery inretail trade employment accelerated during 2005 and
2006, rising at a 2.1 percent average rate through the first quarter of 2007. Since then,
growth hasslowed to an averagerate of just 0.6 percent including a 1.0 percent declinein
thefirst quarter of 2008. Theforecast assumes employment will declinedightly inthefirst
half of 2008. Retail trade employment isexpected to remain very weak for the next year.
Employment is expected to declinein three out of the next four quarters with the excep-
tion being the third quarter of thisyear when the economic stimulus package is expected
to produce a 0.2 percent gain. In spite of the stimulusimpact, employment is expected to
fall 0.3 percent over the next year. Retail trade employment growth should improve be-
ginning in the second quarter of 2009, averaging 3.0 percent for the rest of the year,
slowing to an average rate of 0.6 percent per year in 2010 and 2011.

4 Employment growth in the professional and business services sector hasremained rela-
tively healthy but has also slowed down to 3.1 percent over the last four quarters com-
pared to an average rate of 4.9 percent per year during the previoustwo years. The most
important reason for the slowdown in growth was employment services, which includes
temporary help services, which went from an average growth rate of 7.8 percent to 0.9
percent. Thisturnaround isworrisome astemporary jobstend to get cut first in adown-
turn. At the other extremeis computer systems design and rel ated serviceswhere employ-
ment growth remainsin double-digit territory. Theforecast expects growth in this sector
toremainrelatively strong. Growth isexpected to average 2.7 percent through the end of
2009, improving to an average rate of 4.9 percent per year during 2010 and 2011.

4 Stateandlocal government employment grew throughout the recession but the protracted
slowdown in the state’ s economy put pressure on state and local governments’ budgets
with a lag. Employment growth was only 0.6 percent per year (0.3 percent per year
excluding the small but rapidly expanding tribal government sector) from the end of 2002
through thefirst quarter of 2007. Growth has picked up during the most recent four quar-
tersto an average annual rate of 2.2 percent but fresh budget concerns brought on by the
weakening economy coupled with slow school age popul ation growth will restrain future
increases. The forecast expects an average growth rate of 1.5 percent per year through
2011 (1.2 percent per year excluding tribal employment).

4. The number of housing unitsauthorized by building permit in Washingtonfell 6.1 percent in
fiscal 2007 to astill impressive 50,500 units. Singlefamily permitsfell 15.7 percent in 2007 to
34,100 unitsfrom a40-year high 40,400 unitsin 2006. However, multi-family units, respond-
ing to strong population growth, jumped 22.6 percent to 16,400 units. Even though popul a-
tion growth is expected to remain strong during the next four years, tighter lending standards
and wider spreadsfor jumbo and other non-conventional lending productswill further restrict
housing activity. The forecast for total housing units authorized by building permitsisfor a
26.7 percent decrease in 2008 to 37,000 units. Housing permits are expected to grow 2.7
percent in 2009 to 38,000 units, 26.7 percent in 2010 to 48,200 units, and 3.2 percent in 2011
t0 49,700 units.

5. Inflation in the Seattle metropolitan area, as measured by the consumer price index for all
urban consumers, jJumped to 4.0 percent in fiscal 2007 from 3.2 percent in 2006. For once,
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energy costs were not a significant factor. Seattle’ s core inflation rose even more, from 2.1
percent in 2006 to 3.8 percent in 2007. Seattleinflation trailed the national averagein 2003,
2004, 2005, and 2006 reflecting the impact of a more severe local recession. However, the
local economy isnow much stronger than the U.S. economy. A slowdownintheU.S. economy
should help restrain inflation but the relatively strong local economy should cause Seattle
inflation to remain above the U.S. rate. In addition, another jump in energy costswill add to
inflationin 2008 and 2009. Theforecast callsfor Seattleinflation ratesof 4.1 percent in 2008
and 4.5 percent in 2009, slowing to 1.9 percent in 2010 and 2.1 percent in 2011.

Table 1.2 providesafiscal year summary of the state economicindicators.

Alternative Forecasts

Asrequired by statute, the Forecast Council has also adopted two alternatives to the baseline
forecast. One of these was based on more optimistic economic assumptionsthan the baseline and one
was based on more pessimistic assumptions. These aternativesare summarizedin Table 1.3.

Pessimistic Forecast: The pessimistic scenario assumesthat the housing recession degpenseven
morethan inthe baseline, and that oil prices shoot above $145 per barrel inthethird quarter of 2008.
Thisfatal combination sendsthe economy into afull-blown, four-quarter recession. Real GDPtumbles
inthe second quarter of 2008. The stimulus package takes effect in the third quarter, but therecession
deepens nonetheless. Then the effects of the stimulative monetary and fiscal policieswear off, and the
economy contracts over two additional quarters. Peak-to-trough, real GDP drops 1.6 percent over
four quarters, making this recession deeper and longer lasting than the 1991 and 2001 downturns.
Housing startsdrop to 857,000 unitsin 2008 compared with 932,000 in the baselineand 742,000in
2009 compared with 1,064,000 in baseline. The median price of existing homes falls 10 percent
bel ow the baselinein 2009. The weaknessin housing undermines consumer confidence. This, along
with the drop in wealth associated with falling home prices and a slowdown in job growth, causes
consumersto retrench sharply. Capital spending isalso weaker, asfirmsrespond to ableaker outlook
by scuttling long-term projects. Foreign economic growthisa so lower, which cutsinto export growth.
In the pessimistic scenario, real GDP advances only 0.7 percent in 2008 and drops 0.6 percent in
2009, compared with growth of 1.4 percent and 1.3 percent, respectively, in the baseline. The U.S.
economy loses 2.2 million jobsover seven quarters. At the statelevel, aerospace employment begins
to declinein 2009 rather than leveling off asin the baseline and software employment level s off rather
than continuing to grow asin the baseline. Data revisions show that the initial level of Washington
personal incomeislower than was assumed in the baseline. Popul ation growth isalso slower inthis
scenario and construction employment falls much more rapidly than in the baseline in 2008 and
continuesto decline throughout 2009. Dueto therelatively weak local economy, Seattleinflationis
lower than in the baseline forecast in spite of the higher national inflation rate. The weak economy
al so depresses Washington wage growth below therate of growth in the baselineforecast. By theend
of the 2007-09 biennium, Washington nonagricultural employment is52,700 lower than in the baseline
forecast and Washington personal incomeis $10.8 billion lower. The pessimistic scenario produces
$530 million (1.8 percent) lessrevenuein the 2007-09 biennium than did the baseline forecast.

Optimistic Forecast: Renewed strength in productivity growth providesthe key assumption dis-
tinguishing the optimistic scenario from the baseline forecast. Stronger productivity gains, coupled
with adose of raw optimism, facilitate enhanced business spending and amilder housing contraction.
These, in turn, alow meager, but positive, GDP growth during the first half of 2008, and then a
strong takeoff off inthe second half. Thefiscal stimulus package addsfuel to thefire during thelatter
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half of 2008. Combined with astronger currency, the productivity gainsalso help to containinflation.
Business fixed investment, although down from 4.7 percent growth in 2007, registers a solid 4.1
percent gainin 2008, compared with asmall 2.5 percent risein the baselineforecast. The contraction
in residential investment is less severe in the optimistic scenario, with housing starts beginning to
recover in thefourth quarter of 2008 and averaging 1.26 million unitsin 2009, compared with only
1.06 million unitsin the baseline forecast. Foreign economic growth is also stronger, boosting U.S.
exports and strengtheni ng domestic manufacturing. Finally, the optimistic scenario assumesthat en-
ergy prices are lower than in the baseline. Oil prices run about $10-13 per barrel below baseline
levels, while wellhead natural gas prices are also lower. Under these assumptions, the economic
outlook ismuch brighter. After clawing out a 1.3 percent growth ratein the second quarter of 2008,
real GDP jumps 3.8 percent in the third quarter. Real GDP averages 2.0 percent for the year in the
optimistic scenario versus 1.4 percent in the baseline. Growth remainsfaster in 2009 aswell, averag-
ing 2.6 percent compared with 1.3 percent in the baseline. For Washington, the optimistic forecast
assumes aerospace employment growth remains positive through 2009 rather than leveling off asin
the baseline. Software employment also growsfaster in the optimistic forecast. Washington’ swages
grow faster than in the baseline and the strong regional economy raises Seattle CPI inflation above
the baseline forecast in the optimistic scenario in spite of stronger productivity growth. The initial
level of Washington personal incomeis higher in the optimistic scenario and population growth is
stronger. Finally, construction employment beginsto rise again in 2009 rather than leveling off asin
the baseline. By the end of the 2007-09 biennium, Washington nonagricultural employment ishigher
by 68,000 jobsthan in the baseline forecast and Washington personal incomeis$12.0 billion higher.
The optimistic scenario generates $643 million (2.2 percent) more revenue in the 2007-09 biennium
than did the baselineforecast.

Governor’s Council of Economic Advisors Scenario

In addition to the optimistic and pessimistic forecasts, the staff has prepared aforecast based on
the opinions of the Governor’s Council of Economic Advisors (GCEA) assummarizedin Table 1.3.
In the GCEA scenario, the U.S. and state forecasts were adjusted to match the average view of the
Council members. The GCEA forecast for the U.S. economy isweaker than the baseline forecast.
The Governor’s Council members expect lessreal GDP growth than assumed in the baseline, espe-
cialy infiscal 2009. Their inflation forecast is also lower. In spite of the weaker real growth, the
Council membersexpect higher short term and long term interest ratesthan isassumed in the baseline.
The GCEA forecast for Washington personal incomeisvery similar to the baselineforecast but their
real personal incomeforecast isstronger dueto thelower inflation forecast. Their employment fore-
cast, ontheother hand, isweaker. The most significant differenceisin the housing forecast wherethe
Council members expect significantly fewer housing units authorized by building permit in 2009
than assumed in the baseline. By the end of the 2007-09 bi ennium Washington nonagricultural em-
ployment is 17,100 lower in the GCEA forecast than in the baseline forecast but Washington per-
sonal income is $0.9 billion higher. The Governor’s Council scenario yields $162 million (0.6 per-
cent) lessrevenuein the 2007-09 biennium than did the baseline forecast.

Note: The economic data discussed in this chapter were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.
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Table 1.1 Fiscal Years

U.S. Economic Forecast Summary
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 10,510.910,839.4 11,181.7 11,416.2 11,685.8 11,768.212,063.8
% Ch 3.7 3.1 3.2 2.1 2.4 0.7 2.5
Real Consumption 7,435.7 7,683.6 7,925.2 8,166.3 8,351.4 8,415.2 8,572.2

% Ch 3.6 3.3 3.1 3.0 2.3 0.8 1.9
Real Nonresidential Fixed Investment 1,108.0 1,191.0 1,270.6 1,328.1 1,402.1 1,387.1 1,385.8
% Ch 4.4 7.5 6.7 4.5 5.6 -1.1 -0.1
Real Residential Fixed Investment 539.8 578.3 601.8 520.4 417.2 339.8 380.6
% Ch 11.8 7.1 4.1 -13.5 -19.8 -18.5 12.0
Real Personal Income 8,809.5 9,126.9 9,395.6 9,757.010,008.0 9,982.610,257.6
% Ch 2.6 3.6 2.9 3.8 2.6 -0.3 2.8
Real Per Capita Income ($/Person) 30,061 30,845 31,447 32,362 32,902 32,532 33,139
% Ch 1.6 2.6 2.0 2.9 1.7 -1.1 1.9

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.069 1.098 1.133 1.160 1.195 1.240 1.259

% Ch 2.2 2.8 3.2 2.4 3.1 3.7 1.6
U.S. Consumer Price Index (1982-84=1.0) 1.861 1917 1.990 2.041 2117 2211 2.235
% Ch 2.2 3.0 3.8 2.6 3.7 4.4 1.1
Employment Cost Index (June 1989=1.0) 0.955 0.980 1.005 1.038 1.071 1.103 1.132
% Ch 2.9 2.6 25 3.3 3.2 3.0 2.6
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 11,330.312,049.812,846.013,495.014,120.814,536.315,201.9
% Ch 6.2 6.3 6.6 5.1 4.6 2.9 4.6
Personal Income 9,414.310,026.210,649.7 11,319.4 11,964.912,380.012,918.8
% Ch 4.8 6.5 6.2 6.3 5.7 35 4.4
Employment (Millions)
U.S. Civilian Labor Force 146.8 148.2 1504 1524 153.6 154.6 155.7
Total U.S. Employment 138.3 140.4 1431 1455 146.1 146.0 146.6
Unemployment Rate (%) 5.82 5.30 4.83 4.53 4.90 5.61 5.85
Nonfarm Payroll Employment 130.46 132.47 135.00 136.96 137.87 137.59 138.50
% Ch 0.3 15 1.9 14 0.7 -0.2 0.7
Manufacturing 1433 1429 1420 14.03 13.72 13.34 12.97
% Ch -3.7 -0.3 -0.6 -1.2 -2.2 -2.8 -2.8
Durable Manufacturing 8.88 8.96 8.98 8.91 8.70 8.41 8.16
% Ch -3.6 0.9 0.2 -0.7 -2.3 -3.3 -3.0
Nondurable Manufacturing 5.45 5.33 5.23 5.12 5.02 4.93 4.81
% Ch -3.8 2.1 -2.0 2.1 -1.9 -1.8 -2.3
Construction 6.84 7.13 7.57 7.69 7.43 6.91 6.84
% Ch 2.1 4.3 6.1 1.6 -3.3 -7.0 -1.0
Service-Producing 108.72 110.44 112,58 114.54 11597 116.56 117.93
% Ch 0.7 1.6 1.9 1.7 1.3 0.5 1.2
Miscellaneous Indicators
Oil-WTI ($ per barrel) 33.8 48.8 64.3 63.4 96.1 124.1 110.8
Personal Saving/Disposable Income (%) 2.2 15 0.4 0.4 1.2 0.2 0.8
Auto Sales (Millions) 7.5 7.6 7.8 7.7 7.5 7.4 7.8
% Ch -4.3 0.2 2.8 -1.3 -2.8 -0.4 55
Housing Starts (Millions) 1.945 2016 2.036 1547 1.116 0.908 1.254
% Ch 12.5 3.7 1.0 -240 -279 -186 38.1
Federal Budget Surplus (Billions) -404.5 -320.7 -286.8 -211.5 -363.4 -4455 -426.7
Net Exports (Billions) -535.8 -666.5 -762.8 -733.2 -721.9 -796.6 -677.0
3-Month Treasury Bill Rate (%) 0.96 2.21 4.06 4.89 2.87 1.92 3.42
10-Year Treasury Note Yield (%) 4.29 4.23 4.59 4.76 4.12 3.78 4.64
Bond Index of 20 G.O. Munis. (%) 4.79 4.50 4.45 4.30 4.54 4.29 4.95
30-Year Fixed Mortgage Rate (%) 5.92 5.78 6.20 6.35 6.15 5.73 6.39

2011

12,468.0
3.4
8,845.3
3.2
1,460.0
5.4

442 .4
16.2
10,651.2
3.8
34,118
3.0

1.280
1.7
2.271
1.6
1.162
2.6

16,036.1
5.5
13,638.0
5.6

157.2
148.6
5.48

140.60
15
13.04
0.6
8.27
1.3
4.78
-0.8
7.04
3.0
119.79
1.6

104.2
1.3
8.2
4.8

1.581

26.1
-393.5
-661.4

4.57
5.43
5.59
7.11
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Table 1.2 Fiscal Years
Washington Economic Forecast Summary
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 193.770 204.451 206.565 217.228 225.518 227.092 235.746 246.500
% Ch 1.7 5.5 1.0 5.2 3.8 0.7 3.8 4.6
Real Wage and Salary Disb. 108.686 111.689 115.593 121.826 126.580 127.429 132.078 137.417

% Ch 1.4 2.8 3.5 5.4 3.9 0.7 3.6 4.0
Real Nonwage Income 85.084 92.761 90.972 95.402 98.938 99.663 103.668 109.083
% Ch 2.2 9.0 -1.9 4.9 3.7 0.7 4.0 5.2

Real Per Capita Income ($/Person) 31,455 32,728 32,475 33,553 34,245 33,893 34,587 35,589

% Ch 0.6 4.0 -0.8 3.3 2.1 -1.0 2.0 29

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.069 1.098 1.133 1.160 1.195 1.240 1.259 1.280

% Ch 2.2 2.8 3.2 2.4 3.1 3.7 1.6 1.7
Seattle Cons. Price Index (1982-84=1.0) 1.935 1973 2.035 2116 2.202 2.302 2.346 2.396
% Ch 1.3 1.9 3.2 4.0 4.1 4.5 1.9 2.1
Average Nonfarm Annual Wage 41,572 42,828 44,379 46,683 48,945 50,699 52,606 54,672
% Ch 2.7 3.0 3.6 5.2 4.8 3.6 3.8 3.9
Avg. Hourly Earnings-Mfg. ($/Hour) 18.15 1857 19.32 20.22 20.82 21.23 21.58 21.94
% Ch 1.6 2.3 4.0 4.7 3.0 2.0 1.7 1.7
Current Dollar Income (Billions of Dollars)
Personal Income 207.051 224.554 234.130 252.007 269.604 281.632 296.909 315.621
% Ch 3.9 8.5 4.3 7.6 7.0 4.5 5.4 6.3
Disposable Personal Income 185.114 199.299 205.900 220.346 236.922 247.309 259.947 275.808
% Ch 5.0 7.7 3.3 7.0 7.5 4.4 5.1 6.1
Per Capita Income ($/Person) 33,610 35,945 36,807 38,924 40,937 42,032 43,560 45,568
% Ch 2.8 6.9 2.4 5.7 5.2 2.7 3.6 4.6
Employment (Thousands)
Washington Civilian Labor Force 3,179.5 3,234.7 3,307.7 3,364.1 3,450.4 3,514.5 3,575.4 3,640.2
Total Washington Employment 2,960.0 3,046.8 3,138.2 3,206.0 3,289.9 3,323.4 3,370.4 3,430.1
Unemployment Rate (%) 6.91 5.81 5.13 4.70 4.65 5.44 5.73 5.77
Nonfarm Payroll Employment 2,673.4 2,737.4 2,820.4 2,895.9 2,956.7 2,980.3 3,024.4 3,080.5
% Ch 0.7 2.4 3.0 2.7 2.1 0.8 15 1.9
Manufacturing 263.2 267.8 279.2 289.7 2958 2957 2919 294.5
% Ch -4.2 1.7 4.3 3.7 21 -0.1 -1.3 0.9
Durable Manufacturing 181.0 186.8 197.6 208.0 2145 214.7 211.6 213.6
% Ch -5.0 3.2 5.8 5.3 3.1 0.1 -1.4 0.9
Aerospace 62.1 63.4 69.0 76.7 83.2 86.3 86.6 86.6
% Ch -11.4 2.1 8.8 111 8.5 3.8 0.3 0.0
Nondurable Manufacturing 82.2 81.0 81.6 81.6 81.3 81.0 80.3 80.9
% Ch -2.5 -1.5 0.7 0.1 -0.4 -0.4 -0.8 0.8
Construction 159.8 170.0 186.5 2024 207.7 201.7 201.3 202.2
% Ch 3.2 6.4 9.7 8.5 2.6 -2.9 -0.2 0.5
Service-Producing 2,241.7 2,290.4 2,345.9 2,395.4 2,445.1 2,475.3 2,523.7 2,576.1
% Ch 1.2 2.2 2.4 2.1 2.1 1.2 2.0 2.1
Software Publishers 38.5 40.1 42.8 46.6 48.6 51.0 53.2 55.8
% Ch 55 4.1 6.7 8.8 4.4 4.9 4.3 4.9

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 44.302 51.850 53.820 50.514 37.022 38.015 48.153 49.678

% Ch 3.8 17.0 3.8 -6.1 -26.7 2.7 26.7 3.2
Single-Family 34.366 38.426 40.404 34.071 22.662 26.187 32.577 33.189
% Ch 5.2 11.8 51 -15.7 -33.5 15.6 24.4 1.9
Multi-Family 9.936 13.425 13.417 16.443 14.359 11.828 15.576 16.488
% Ch -0.7 35.1 -0.1 22.6 -12.7 -17.6 31.7 5.9
30-Year Fixed Mortgage Rate (%) 5.92 5.78 6.20 6.35 6.15 5.73 6.39 7.11
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Table 1.3

T J81deyd

u.S.

Real GDP
%Ch

Implicit Price Deflator
%Ch

Mortgage Rate

3 Month T-Bill Rate

- Washington

Real Personal Income
%Ch

Personal Income
%Ch

Employment
%Ch

Housing Permits
%Ch

800¢ aung

Comparison of Alternative Forecasts

Fiscal Year 2007
(0] B P G

11416.2 11416.2 11416.2 11416.2
21 21 21 21
1160 1160 1160 1.160
24 24 24 24
6.35 6.35 6.35 6.35
4.89 4.89 4.89 4.89

217.228 217.228 217.228 217.228
52 52 52 52
252.007 252.007 252.007 252.007
7.6 7.6 7.6 7.6
2895.9 28959 28959 2895.9
2.7 2.7 2.7 2.7
50.514 50.514 50.514 50.514
-6.1 -6.1 -6.1 -6.1

Fiscal Year 2008
(0] B P G

11694.1 11685.8 11675.6 11682.2
24 24 2.3 2.3
1195 1195 1196 1.195
3.0 31 31 3.0
6.15 6.15 6.21 6.16
2.87 2.87 2.86 2.89

226.388 225.518 224.702 225.616
4.2 3.8 34 3.9
270.624 269.604 268.682 269.544
74 7.0 6.6 7.0
2959.6 2956.7 2953.6 2957.1
2.2 2.1 2.0 2.1
37.440 37.022 36.450 36.921
-259  -26.7 -278 -26.9

(O) Optimistic; (B) Baseline; (P) Pessimistic; (G) Governor’s Council of Economic Advisors.

Fiscal Year 2009
(0] B P G

11931.3 11768.2 11563.4 11714.5
2.0 0.7 -1.0 0.3
1233 1240 1248 1.228
31 3.7 4.4 2.8
5.61 5.73 6.59 5.95
1.96 1.92 2.46 2.48

235.802 227.092 219.005 229.617
4.2 0.7 -2.5 1.8
290.720 281.632 273.320 281.965
74 4.5 1.7 4.6
3027.8 2980.3 2941.8 2962.6
2.3 0.8 -0.4 0.2
44470 38.015 30.366 32.076
18.8 27 -16.7 -13.1




Table 1.4
Forecast Analysis
Comparison of Forecasts for 2007-09

T Je1deyd

Forecast Date 2006
Feb. une Sept.
u.S.
Percent Growth, 2007:2-2009:2
Real GDP 6.1 6.6 6.3
Implicit Price Deflator 4.1 3.3 3.7

Average Rate, 2007:3 to 2009:2

3 Month T-Bill Rate 468 4.62
Mortgage Rate 6.86 6.83
[N
0o
Washington
Percent Growth, 2007:2-2009:2
Employment 34 3.9
Personal Income 13.1 135
Real Personal Income 8.7 9.8

Total (Thousands of units), 2007:3 to 2009:2

Housing Units Authorized 95.0 98.1

800¢ aunf

4.72
6.99

4.2
14.1
10.0

97.5

2007
Nov. Mar. June Sept.
6.7 6.2 6.1 4.6
3.9 4.2 3.6 3.4
4.44 491 489 4.23
6.56 6.57 6.56 6.38
4.3 4.4 4.1 4.2
14.0 141 139 125
9.7 95 100 8.7
99.9 978 978 911

2008
Nov. Feb. June Sept.
4.9 3.6 2.6
34 4.2 6.3
3.95 235 239
6.44 544 594
3.8 2.6 2.4
12.6 109 103
8.9 6.5 3.8
87.6 80.0 75.0

Nov.

Mar.

2009
June




Table 1.5 Fiscal Years
Forecast Comparison
Forecast 2008 to 2009
2007 2008 2009 2010 2011
U.S.
Real GDP
June Baseline 11416.2 11685.8 11768.2 12063.8 12468.0
% Ch 21 24 0.7 25 34
February Baseline 11416.2 11663.4 11839.7 12158.8 12535.7
% Ch 21 2.2 15 2.7 3.1
Implicit Price Deflator
June Baseline 1.160 1.195 1.240 1.259 1.280
% Ch 24 3.1 3.7 1.6 1.7
February Baseline 1.160 1.192 1.214 1.236 1.259
% Ch 24 2.8 18 18 18
U.S. Unemployment Rate
June Baseline 453 4.90 5.61 5.85 5.48
February Baseline 4.53 497 5.56 557 5.29
Mortgage Rate
June Baseline 6.35 6.15 5.73 6.39 7.11
February Baseline 6.35 577 51 6.26 7.05
3 Month T-Bill Rate
June Baseline 4.89 2.87 1.92 3.42 457
February Baseline 4.89 291 1.80 3.58 4.57
Washington
Real Personal Income
June Baseline 217.228 225.518 227.092 235.746 246.500
% Ch 5.2 3.8 0.7 3.8 4.6
February Baseline 217.100 225.800 232.749 241.528 251.576
% Ch 5.2 4.0 3.1 3.8 4.2
Personal Income
June Baseline 252.007 269.604 281.632 296.909 315.621
% Ch 7.6 7.0 4.5 54 6.3
February Baseline 251.855 269.179 282.542 298.596 316.636
% Ch 7.6 6.9 5.0 5.7 6.0
Employment
June Baseline 2895.9 2956.7 2980.3 3024.4 3080.5
% Ch 2.7 2.1 0.8 15 1.9
February Baseline 2896.0 29495 2982.9 3033.6 3087.1
% Ch 2.7 18 11 1.7 18
Housing Permits
June Baseline 50.514 37.022 38.015 48.153 49.678
% Ch -6.1 -26.7 2.7 26.7 3.2
February Baseline 49.171 38.199 41.806 46.824 48.378
% Ch -8.8 -22.3 94 12.0 3.3
Chapter 1 19 June 2008



T Je1deyd

0¢

800¢ aunf

Table 1.6
Long Range Economic Outlook
Forecast 2008 to 2018

u.s.
Real GDP, %Ch

Implicit Price Deflator, %Ch
3 Month T-Bill Rate

Mortgage Rate

State*

Real Personal Income, %Ch
Personal Income, %Ch

Employment, %Ch

2008

14

3.8

1.85

5.86

15

54

1.3

2009

1.3

24

243

5.87

2.2

4.7

10

* February Baseline (2006-2011) judgmentally extended through 2018.

2010

3.3

16

4.24

6.90

4.4

6.1

1.8

2011

3.3

17

4.59

7.12

4.5

6.3

1.8

2012

29

18

4.59

7.12

4.4

6.3

2.0

2013

25

18

4.59

7.12

3.8

5.7

15

2014

25

18

4.59

7.12

3.6

55

14

2015

2.6

19

4.59

7.12

35

55

1.3

2016

24

2.0

4.59

7.12

3.3

53

1.3

Calendar Years
2017 2018
2.4 2.5
2.0 2.0
459 459
7.12 7.12
3.2 3.3
5.2 54
1.2 1.2




T Ja1deyd

X4

800¢ aung

Comparison of Washington and U.S. Economic Forecasts

Chart 1.1
Total Nonfarm Payroll Employment

5.0

I Washington === ) S
4.0 |-

3.0 -

20

1.0 |

Percent Change

0.0 -

-1.0 |-

20 ! ! ! ! ! !
2000 2002 2004 2006 2008 2010
2001 2003 2005 2007 2009 2011

Chart 1.3
Aerospace Employment

20

Washington === | S

10 |-

Percent Change
o
I

10 |

-20 ! ! ! ! ! !
2000 2002 2004 2006 2008 2010
2001 2003 2005 2007 2009 2011

Chart 1.2
Manufacturing Employment

10.0 -
Washington e | S,

50

0.0

Percent Change

-10.0 |-

-15.0 ! ! ! ! ! !
2000 2002 2004 2006 2008 2010
2001 2003 2005 2007 2009 2011

Chart 1.4
Computers and Electronics Employment

10.0

Washington === J S,

-10.0 |-

Percent Change

-20.0 -

2000 2002 2004 2006 2008 2010
2001 2003 2005 2007 2009 2011

Adjustments have been made for the Microsoft special dividend in 2004 and the tribal government ownership code change in 2001.



T Ja1deyd

(44

800¢ aunt

Comparison of Washington and U.S. Economic Forecasts

Chart 1.5
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Chart 1.7
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Comparison of Washington and U.S. Economic Forecasts

Chart 1.9
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Chapter 2

Washington Business Indicators

The National Economy

The Bureau of Economic Analysis reported that real gross domestic product (GDP), the
broadest measure of economic activity, grew at a 1.0* percent annual rate in the first
quarter of 2008, up slightly from a weak growth rate of 0.6 percent in the fourth quarter of
2007. Growth continued to be held back by a combination of declining gross private domestic
investment and weak consumer spending. Real gross private domestic investment shrank at a 6.9
percent annualized rate in the first quarter after declining at a 14.6 percent rate in the fourth quarter.
Real fixed investment declined during the first quarter at a rate of 6.9 percent due to continuing
contraction in residential fixed investment, which declined at a rate of 24.6 percent after shrinking at
a 25.2 percent rate in the fourth quarter. This was the ninth consecutive decline in this component.
Real non-residential fixed investment remained positive, growing at a 0.6 percent rate after increasing
at a 6.0 percent rate in the previous quarter. Growth in real consumer spending, the largest compo-
nent of GDP, slowed to a 1.1 percent rate after growing at a rate of 2.3 percent in the fourth quarter of
2007. Durable goods consumption shrank at a 6.0 percent rate after growing at a rate of 2.0 percent
in the fourth quarter, while nondurable goods consumption decreased at a rate of 0.2 percent after
growing at a 1.2 percent rate in the previous quarter. Services consumption grew at a rate of 3.1
percent after growing at a rate of 2.8 percent in the prior quarter. Government spending increased at
arate of 2.1 percent in the first quarter after growing at a 2.0 percent rate in the previous quarter. Real
net exports contributed positively to GDP growth in the first quarter, with real exports increasing at
a 5.4 percent rate while real imports contracted at a rate of 0.7 percent. Real net exports were also a
positive contributor to growth in the fourth quarter of 2007, as real exports increased at a 6.5 percent
rate while real imports decreased at a rate of 1.4 percent.

The Institute for Supply Management (ISM) reported that its index of manufacturing activity
increased to 49.6 in May from its April value of 48.6. Index values below 50 indicate that manufac-
turing sector output is declining. The employment component of the index also increased slightly to
45.5 from May’s value of 45.4. Values below 50 indicate that more of the manufacturers surveyed
had been decreasing employment than increasing it during that period.

U.S. seasonally-adjusted payroll employment decreased by 49,000 jobs in May after shrinking
by 28,000 jobs in April. Year-over-year employment growth was 0.2 percent in May, down from 0.3
percent year-over-year growth in April. The U.S. seasonally-adjusted unemployment rate jumped to
5.5 percent from April’s value of 5.0 percent.

Nonfarm business productivity growth improved in the first quarter, growing at a 2.6 percent
annual rate after growing at a 1.8 percent rate in the previous quarter. The seasonally adjusted
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Consumer Price Index (CPI) increased by 0.6 percent in May after a 0.2 percent increase in April.
Year-over-year CPI growth increased to 4.1 percent in May from April’s value of 3.9 percent. The
seasonally-adjusted index excluding food and energy increased at a monthly rate of 0.2 percent in
May, and 0.1 percent in April, resulting in year-over year growth rates of 2.3 percent for each month.

The Conference Board’s Index of Consumer Confidence decreased to 50.4 in June from May’s
value of 58.1. June’s reading was the lowest value since February 1992. Both the expectations and
present conditions components of the index declined. The University of Michigan Consumer Senti-
ment Index also decreased to 56.4 from May’s value of 59.8, with declines in both the present condi-
tions and expectations components as well. June’s Index value was the lowest since May 1980. The
Conference Board’s U.S. Index of Leading Indicators managed 0.1 percent increases in both May
and April after remaining unchanged in March. Four of the ten index components were positive in
May while one was neutral.

The Federal Open Market Committee (FOMC) voted to leave its target rate for federal funds
unchanged at 2.00 percent at its June 25, 2008 meeting after a 0.25 percent decrease in April. There
was one dissenting vote for increasing the target rate. The Committee’s policy statement indicated a
neutral stance toward future rate changes, stating that it “will continue to monitor economic and
financial developments and will act as needed to promote sustainable economic growth and price
stability.”

The non-seasonally adjusted Monster Employment Index, which measures internet employment
advertising, declined to 166 in May, a decrease of 12.2 percent from the value of May 2007. This
was the fifth consecutive year-over-year decline in the index. Year-over-year growth in the index
was negative 6.5 percent in April. The Conference Board’s May Help Wanted Index, which mea-
sures newspaper employment advertising, decreased one point to a value of 17, a year-over-year
decline of 37.0 percent.

The State Economy and Indicators

Washington wage and salary employment rose at a 1.6 percent annual rate in the first quarter of
2008, following a 2.4 percent growth rate in the fourth quarter of 2007. Construction employment
grew at a 1.2 percent rate after growing at a 0.2 percent rate in the previous quarter. Manufacturing
employment growth slowed to an annual rate of 1.2 percent in the first quarter after increasing ata 2.3
percent rate in the prior quarter. Durable goods manufacturing employment increased ata 2.5 percent
rate, aided by the 6.4 percent growth rate of aerospace employment. Nondurable goods manufactur-
ing employment declined in the fourth quarter at a rate of 2.2 percent after growing at a 1.6 percent
rate in the previous quarter.

The Seattle Times Index of Help-Wanted Advertising dropped to a value of 17.7 in May from
April’s value of 19.8, a one-month decline of 10.8 percent and a year-over-year decline of 53.5
percent. While newspaper help-wanted advertising has been declining for over a decade due to a
shift to Internet-based advertising, the May drop in the Index was higher than average. The year-
over-year growth rate of the Monster Employment Index for Seattle also declined in May to a value
of negative 10.5 percent following a 2.1 percent year-over-year decrease in April. Prior to April the
Index had shown positive growth since the statistic became available in May 2006. Washington’s
seasonally adjusted unemployment rate increased sharply in May, jumping to 5.3 percent from April’s
value of 4.7 percent. Washington seasonally adjusted initial claims for unemployment insurance
increased to 41,100 from April’s count of 39,700.
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April year-over-year growth in the Seattle CPI, measured bimonthly, decreased to 3.4 percent
from February’s value of 4.7 percent. The growth in Seattle’s price index excluding food and energy
decreased to 2.6 percent from February’s value of 3.8 percent. Washington’s seasonally adjusted
average weekly hours in manufacturing declined to a still-strong value of 42.7 in May from April’s
value of 43.6. The non-seasonally adjusted Washington Purchasing Management Index decreased in
May to a value of 60.3 from April’s value of 65.0. As with the national ISM index, values greater
than 50 indicate expansion. The employment component of the index decreased from 72.7 to 60.0.

The Boom Monitor Composite Index decreased in May to a value of 29.6 from April’s value of
34.7. Boom Monitor levels above 50 indicate that the weighted average growth in the index’s com-
ponents is above their historic average. Much of the May drop was the result of the large decrease in
the Seattle Times help-wanted index, with additional negative pressure from falling real estate excise
tax receipts. The Washington Index of Leading Indicators decreased by 1.3 points in May following
a 0.3 point increase in April, reaching a value of 105.6. Like the Boom Monitor, most of the May
drop in the Index was due to the drop in help-wanted advertising even though five of the seven index
components were negative.

Authorized housing permits decreased to an annualized level of 30,410 units in May from April’s
level of 32,120 units. Most of the decrease occurred in multi-family permits, which fell from a level of
13,140 annualized units in April to a May level of 11,680 units. Single-family permits decreased
slightly to 18,730 annualized units from April’s level of 18,980 units. May’s level of total permits
was the second lowest since October 1991.

First quarter exports of goods originating in Washington totaled $18.4 billion, a 29.9 percent
increase over the same quarter in 2007. Transportation equipment exports of $10.1 billion were 8.3
percent above the exports of the first quarter of 2007, and exports excluding transportation equipment
of $8.4 billion showed 70.9 percent year-over-year growth.

On the following page is a summary of what various national and state measures are indicating as
of the publication date of the June 2008 economic and revenue forecast.

* Thisis based on the most recent data from the Bureau of Economic Analysis (the final GDP estimate for the first
guarter of 2008 released June 26, 2008). The June economic forecast is based upon the June Global Insight
forecast, which incorporated the BEA's preliminary GDP estimate from May 29, 2008.

Chapter 2 29 June 2008



Table 2.1
Summary of National and State Indicators

Most Recent
Indicator Latest Data Indication*

U.S. Leading Index May 2008 +

U.S. Real GDP Growth 1st quarter 2008 +

U.S. ISM Index May 2008 -

U.S. Employment y-o-y %ch May 2008 + but slowing
U.S. Unemployment Rate May 2008 -

U.S. Help Wanted Index May 2008 -

U.S. Fed Funds Target June 25, 2008 neutral
U.S. Consumer Confidence June 2008 -

U.S. CPI May 2008 -

U.S. Monster Employment Index May 2008 -

S&P 500 Index Week of June 27, 2008 -

WA Leading Index May 2008 -

WA ISM Index May 2008 +

WA Help Wanted Index May 2008 -

WA Employment y-o0-y %ch May 2008 + but slowing
WA Aerospace Empl. Growth May 2008 +

WA Unemployment Rate May 2008 -

WA Boom Monitor May 2008 -

WA Initial Unemploy. Claims May 2008 -

WA Housing Permits May 2008 -

WA Weekly Hours in Mfg. May 2008 -

WA New Car/Truck Registration May 2008 -

WA Migration (DOL data) May 2008 +

WA Exports-Total 1st quarter 2008 +

WA Exports- w/o Trans. Equip. 1st quarter 2008 +
Seattle CPI April 2008 +

Seattle Monster Employment Index May 2008 -

! + sign: good for the economy; - sign : Indicates weakness
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Washington State Economic Indicators

Chart 2.1
Year-over-Year Employment Growth
January 1980 to May 2008
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Chart 2.2
Washington Aircraft and Parts Employment
January 1958 to May 2008
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Washington State Leading Indicators

Chart 2.5
The Washington and U.S. Indexes of Leading Indicators
January 1970 to May 2008
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Chart 2.7
Seattle Times and U.S. Help-Wanted Advertising Indexes
January 1970 to May 2008
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Chart 2.6

Washington Initial Claims for Unemployment Insurance
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Other State Economic Indicators

Chart2.9
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Chart 2.11
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Chart 2.10
Washington Driver's License Migration
September 1983 to May 2008, 12-Month Moving Average
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Other Economic Indicators

Chart 2.13
Quarterly U.S. Real GDP Growth
1970 Ql to 2008 Q1
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Chart 2.15
U.S. Economic Indicators*
January 1970 to May 2008
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Chart 2.14
Washington State Export Composition
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Chart 2.16
National Stock Indexes
January 1, 1996 to June 27, 2008
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Other Economic Indicators

Chart 2.17
Federal Funds Target Rate
October 1, 1990 to June 27, 2008
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Chart 2.19
Seattle vs U.S. CPI (All Urban Consumers)
December 1998 to May 2008 (Seattle to April 2008)

2006

6

— US

S5fF-1 —Seattle ~—-————--—"""~"—"—"—"-"—"-"—"—"——"———~——"—=——

Year-over-Year Percent Change
w
T
|
|
|
|
|
|
|

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Chart 2.18
Consumer Confidence
January 1978 to June 2008
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Chart 2.20
Monster Employment Index
Year-Over-Year Growth, October 2004 to May 2008
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Table 2.2
Washington Business Indicators
Historical Data

Washington Index U.S. Index Seattle Index U.S. Index Washington Purchasing U.S. Purchasing

of Leading of Leading of Help-Wanted of Help-Wanted Management Management

Indicators Indicators Advertising Advertising Index Index
2006:5 107.5 103.7 49 34 65.5 53.8
2006:6 107.9 103.9 49 34 NA 52.7
2006:7 108.2 103.7 45 32 71.2 53.4
2006:8 107.4 103.3 44 30 73.3 53.5
2006:9 108.2 103.7 44 29 64.1 51.9
2006:10 108.6 103.9 44 29 68.8 51.1
2006:11 107.9 103.8 43 29 61.1 49.7
2006:12 109.2 104.4 43 34 67.5 51.5
2007:1 109.2 104.0 44 32 66.4 49.3
2007:2 110.3 103.7 43 31 62.3 51.5
2007:3 109.9 104.1 42 29 64.9 50.7
2007:4 110.1 103.9 41 29 68.4 52.8
2007:5 110.5 104.0 38 27 69.6 52.8
2007:6 110.4 103.9 37 26 67.8 53.4
2007:7 110.9 104.6 35 25 65.4 52.3
2007:8 110.7 103.6 33 23 64.3 51.2
2007:9 110.6 103.7 31 24 58.1 50.5
2007:10 110.3 103.2 29 22 56.8 50.4
2007:11 109.8 102.8 27 21 53.0 50.0
2007:12 109.0 102.6 25 22 58.7 48.4
2008:1 108.8 102.1 25 22 66.7 50.7
2008:2 107.9 101.9 21 21 62.3 48.3
2008:3 108.6 101.9 20 19 55.2 48.6
2008:4 108.9 102.0 20 18 65.0 48.6
2008:5 107.6 102.1 18 17 60.3 49.6




Chapter 3

Washington State Revenue Forecast
Summary

Introduction

The Washington State Economic and Revenue Forecast Council unanimously approved $223.9
million reduction to the General Fund-State (GFS) revenue forecast at its June 19, 2008 meet-
ing. The change includes a $166.8 million reduction due to a weaker economic outlook and a
$57.1 million reduction due to 2008 legislation. The revenue forecast for the 2007-09 biennium is $60.5
million less than in February. The change to the current biennium is comprised of a $49.6 million reduction
due to economic factors and an $11.0 million reduction due to tax law changes enacted during the 2008
legislative session. The change to the revenue forecast for the 2009-11 biennium includes a $117.2 million
reduction due to a weaker economy and a $46.1 million dollar reduction due to 2008 legislation. The
national outlook is a little weaker than assumed in February. Employment and income growth are weaker
and consumer budgets remain under considerable stress due to rising energy and food prices. Weakness in
the housing sector and financial markets remain a significant drag on growth. The Washington State economy
is expected to grow a little slower than in February in response to the weaker national economy and
weaker economic growth in the state is expected to produce less GFS revenue than was expected in the
February 2008 forecast. Table 3.1 Cash Basis
The June 2008 GFS Revisi(.)n to the General Fund-State Forecast
revenue forecast for the | 2007-09 Biennium
2007-09 budget period is | June 2008
$29,402.4 million. Thisis | (Millions of dollars)
$1.6 billion, 5.9 percent 2007-09 2009-11
higher than what was col- Biennium Biennium Total
lected in the 2005-07 bi-
ennium. Growth for the
current biennium is signifi-
cantly less than the $4.4
billion (18.7 percent) in-
crease inthe 2005-07bud- | Total Change* ($60.5)  ($163.4)  ($223.9)
get period and a little
weaker than the 6.1 per-
cent increase expected in *Detail may not add to totals due to rounding.
the February forecast. The

Non-economic change ($11.0) ($46.1) ($57.1)
Forecast Change ($49.6) ($117.2)  ($166.8)
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June 2008 forecast projects GFS reserves to total $801.4 million at the end of the 2007-09 budget
period. This is based on the June 2008 GFS revenue forecast and a 2007-09 spending level of $29,838.2
million. Reserves are comprised of a $359.2 million GFS ending balance and a $442.3 million projected
ending balance in the Budget Stabilization Account, a new account created by the 2007 legislature, and
ratified by voters in November 2007.

The June 2008 GFS revenue forecast for the 2009-11 biennium is $31,754.5 million. This is $2.4
billion, 8.0 percent higher than what is expected to be collection in the current budget period. Revenue
growth next biennium is higher than the growth rate expected for the 2007-09 biennium but a little weaker
than what was expected in the February 2008 forecast.

Background and Assumptions

The Washington State GFS revenue forecast is prepared quarterly in conjunction with the state eco-
nomic forecast for the Economic and Revenue Forecast Council. The Economic and Revenue Forecast
Council was created by Chapter 138, Laws of 1984, to provide an objective revenue forecast for both the
executive and legislative branches of state government. The Council consists of six members, two ap-
pointed by the Governor and two appointed by the Legislature from each caucus of the Senate and House
of Representatives. Current members of the Economic and Revenue Forecast Council are listed inside the
front cover of this publication. The GFS revenue forecast is updated four times per year: March (February
in even-numbered years), June, September, and November. Each state agency engaged in revenue collec-
tion is responsible for forecasting the revenue it collects or administers. The staff of the Economic and
Revenue Forecast Council is responsible for the preparation of the state economic forecast and the rev-
enue forecast of the Department of Revenue’s GFS sources. The staff is also responsible for review and
coordination of the revenue forecasts of agencies that collect relatively large amounts of GFS revenue.
These are the Department of Licensing, the Office of the Insurance Commissioner, the Lottery Commis-
sion, the State Treasurer, the Liquor Control Board and the Office of Financial Management. The Office of
Financial Management is responsible for summarizing the forecasts of all other state agencies that collect
relatively smaller amounts of GFS revenue.

For each quarterly update, the staff of the Economic and Revenue Forecast Council, under the direc-
tion of the Executive Director, reviews (and if warranted, modifies) a national economic forecast prepared
by Global Insight, Inc. A state economic forecast is then prepared using an econometric model that links
Washington’s economy to the national economy. The Global Insight national forecast is the primary driver
for the state economic forecast. After review by the Governor’s Council of Economic Advisors, the eco-
nomic forecast is used to prepare a baseline revenue forecast for GFS and related funds. Agencies and the
staff of the Forecast Council use the economic forecast, in conjunction with revenue models, to prepare
revenue forecasts. The revenue forecasts for most major General Fund and related funds’ sources are
prepared using econometric models which link the tax base of major General Fund taxes to the national
and state economic forecast. Abaseline revenue forecast, along with at least two alternative forecasts, is
prepared for all GFS and related fund sources and presented to the Forecast Council for approval. Once
the Council approves the forecast, it becomes the official forecast of GFS and related fund revenue. An
outline of the forecast process, including a summary of the June 2008 baseline forecast for the 2007-09
biennium, is shown in Table 3.2.

June 2008 Forecast Assumptions

1. The June 2008 GFS revenue forecast is based in part on the economic forecast for the U.S. and
the Washington State economies presented in Chapter 1 of this publication. The economic out-
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look for the U.S and for the state is based on the Global Insight, Inc. June 2008 baseline forecast.

2. The GFS revenue forecast is based on current law and administrative practices. The impact of
tax law changes enacted during the 2008 legislative session have been incorporated into the June
forecast. Table 3.21 summarizes the GFS impact 2008 legislation for the 2007-09 and the 2009-
11 biennia.

3. Under provisions of Initiative 728, passed by the voters in November 2000, lottery revenue is
dedicated to a newly created Student Achievement Account and to the School Construction
Account. Prior to Initiative 728, most lottery revenue went into the General Fund. Under provi-
sions of E2SSB 6560, enacted during the 2002 legislative session, the state is participating ina
multi-state lottery game. Proceeds from this new game go the General Fund after the first $102
million per year of uncommitted lottery earnings are transferred to the Student Achievement
Account. Part 11 of Table 3.18 summarizes lottery distributions by fund.

4. There are several legal challenges to various aspects of the state’s tax laws or administration.
Most of these challenges are in litigation and either have not yet been ruled on by the courts or are
on appeal. Any impact of legal challenge affecting GFS receipts will not be incorporated into the
forecast until the issue has been completely resolved.

5. There have been several legislative and other non-economic changes which have affected GFS
receipts in past biennia as well as the GFS forecast for the 2007-09 biennium. New tax law
changes and other non-economic factors reduced GFS revenue for the 2005-07 biennium by an
estimated $474 million. As of June 2008, tax law changes have reduced the forecast for GFS for
the 2007-09 biennium by $185.0 million.

7. Initiative 728, which transfers a portion of the state property tax levy from the general fund to the
student achievement account, has had a disproportional impact on GFS revenue over time. The
I-728 property tax transfers grew from $267.0 million in the 2001-03 biennium to $329.8 million
in the 2003-05 biennium. They increased to $491.8 million in the 2005-07 biennium and are
expected to total $503.4 million in the 2007-09 biennium and $539.0 million in the 2009-11
biennium. (See part | of Table 3.18.)

8. Since the September 2007 forecast publication, we have included a “related fund” forecast as
well as a forecast for GFS revenue. The related fund is defined in RCW 43.135.025 to include:
the health services account, violence reduction and drug enforcement account, public safety and
education account, and the student achievement fund. The June 2008 GFS and related fund
revenue forecast is shown in Table 3.19.

Recent Collection Experience

Revenue collected in the four months since the February 2008 forecast was $37.7 million, 0.8 percent,
more than expected. This variance, however, is distorted by an unusually large, non-recurring payment that
is unrelated to economic activity. Excluding this payment, collections were just $4.0 million, 0.1 percent,
below the forecast. Although total revenue collections have been very close to the February 2008 forecast,
there was considerable difference in the variance by source. Revenue Act (retail sales, business and occu-
pation, use and public utility tax) receipts were a little stronger than expected, exceeding the forecast by
$11.2 million (0.3 percent) in the last four months. Real estate excise tax collections, on the other hand,
continued to under-perform the forecast. Real estate GFS receipts were $22.5 million (11.5 percent) less
than expected since February. Excluding special factors, revenue from other Department of Revenue tax
sources were $6.6 million higher than expected in the four months since the February forecast.

Revenue growth has continued to slow. Revenue Act tax payments were only 2.5 percent above the
year-ago level in the four months since the February 2007 forecast, primarily reflecting January through
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Table 3.2

Economic and Revenue Forecast Flow Chart*

General Fund-State
2007-09 Biennium
(Amounts in millions)

National Economic
Forecast

Preliminary
Washington State
Economic Forecast

Sales $15,564.7
Use $1,062.9
Business and Occupation $5,637.7
Public Utility $765.0
Department of Revenue Liquor Taxes $318.3
Property Tax (Schools) $2,996.2| ]
Cigarette $102.0
Real Estate Excise $1,274.9
Timber Excise $13.4
All Other $823.7
Insurance Commissioner Insurance Premiums $532.3

Review by
Governor’'s Economic
Advisors

Department of Licensing

Motor Vehicle Excise & Rental Car $0

Review by
Forecast Council
and Work Group

Final National and
Washington Economic
Forecast

* Cash Basis

Other DOL $43.4
Liquor Control Board Liquor Excess Funds/Fees $91.0
Lottery Commission Lottery Revenue $5.0
OFM . All Other Revenue and Transfers $5.8
All Other Agencies
State Treasurer Interest Income $166.0-

Total

General Fund
State Revenue
approved by the
Economic and

Revenue Forecast

Council

$29,402.4




April 2008 business activity. Growth has decelerated from 5.9 in the last half of 2007 and from 8.9 percent
in the first half of 2007. Revenue growth is very volatile on a monthly basis. The 2.5 percent average
increase in the last four months included a 4.9 percent gain (February activity) and a 0.7 percent drop in
March; the decline in March was the first year-over-year decline since 2003.

Industry detail for the most recent month (April 2008 activity, reflecting excise tax payments of taxpay-
ers who filed electronically in the May 11- June 10, 2008 period) shows considerable weakness across-
the-board. The retail trade sector remains especially weak. Tax payments by retail businesses were 3.0
percent below the year-ago level. Last month the decline was 4.4 percent. This is the fourth straight month
the retail trade sector as a whole has declined or remained unchanged on a year-over-year basis. Most
retail sectors were weak in the May 11-June 10, 2008 payment period. Five of the twelve two digit
NAICS sectors reported declines: autos (-11.0 percent), furniture (-6.3 percent), building materials/gar-
den equipment retailers (-11.2 percent), apparel and accessories stores (-1.9 percent) and general mer-
chandise stores (-0.2 percent). In addition, electronics and appliance stores increased only 1.1 percent
and miscellaneous retailing stores reported only a 0.9 percent increase in payments. Only three retail trade
sectors had gains of more than 5.0 percent: food and beverage stores (+15.1 percent), gas stations and
convenience stores (+12.3 percent) and non-store retailers (+12.0 percent) Based on the preliminary
industry data, tax payments
reported by non-retailing [tape 3.3
sectors increased 6.5 per- |Collection Variance of Major General Fund-State Taxes by Agency
cent in the most recent |February 11 - June 10, 2008
month. Last month pay- [Based onthe February 2008 Forecast (Millions of Dollars)
ments by non-retailers in-
creased only 2.4 percent.

Despite weakening real es- - fAdllﬁ’St?d f
tate excise tax payments, Co .ectlon Percgnt 0 Co. ection Percgnt 0
. . Agency/Source Variance* Estimate Variance** Estimate
excise taxes paid by the - T T e
construction sector re- Department of Revenue
ined st lati t Revenue Act? $11.2 0.3% $11.2 0.3%
mained s I’OI’_]g relative 1o Non Revenue Act? $25.8 2.7% ($15.9) -1.7%
other sectors in the most re- Subtotal $37.0 0.8% ($4.7) -0.1%
cent month, +9.9 percent.
This is up from just 2.2 per- Department of Licensing? $0.7 7.0% $0.7 7.0%
cent last month. Other
strong non-retail trade sec- |oher na na na na

torsincluded: manufacturing
(+11.1 percent), information
(+15.0 percent) and trans- |70t/ $37.7 0.8% ($4.0) -0.1%
portation and warehousing

(+30.5 percent). Weak non-

retail trade sectors included: |* Revenue Act taxes consist of retail sales, busin(_ass and occt_Jpation, use, _public_ utility and

. . tobacco products taxes as well as penalty and interest receipts. The variance is based

finance and insurance (-0.7 on collections February 11, 2008 through June 10, 2008.

percent) and professional, 2 Variance based on February 2008 through May 2008 collections. Major Non-Revenue Act
. ifi hnical sources include: state property tax levy, real estate excise tax and estate tax.

scientific and technical ser- |« Collection variance: actual tax payments compared to monthly estimates based on

vices (-9.2 percent). the February 2008 forecast.
** Variance adjusted for special factors: primarily unusually large unclaimed property

Real estate activity has transfer.
been weak for more than two *** Detail may not add to total due to rounding.
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years. After peaking in the first quarter of 2006, on a seasonally adjusted basis, taxable real estate activity
has fallen eight consecutive quarters. Conditions in the local real estate market appear to have worsened
since the February forecast. Preliminary data indicates that taxable real estate activity (based on closings)
in May 2008 was 46.4 percent below the year-ago level. Activity has declined on a year-over-year basis
for ten consecutive months and eighteen of the last twenty-one months. The primary source of weakness
continues to be the volume of activity. The number of real estate transactions has declined twenty-eight of
the last twenty-nine months and was down 22.3 percent in April 2008, the latest available month. While
price appreciation of real estate in most areas in the state has slowed or turned negative, it has not weak-
ened nearly as much as in other parts of the country. Based on taxable real estate activity, the average value
of real estate transactions in Washington has declined seven of the last eight months.

General Fund-State taxes collected by the Department of Licensing (primarily revenue from licenses
and fees) were $700,000 (7.0 percent) above the estimate in the four months since the February 2008
forecast.

The General Fund-State Forecast for the 2007-09 and 2009-11
Biennium

The June 2008 revenue forecast for the 2007-09 budget period is a little less than assumed in Febru-
ary primarily due to a weaker economic outlook. The new U.S. economic forecast assumes weaker
output (GDP), employment, and income growth. The June economic forecast again assumes that the
Washington economy continues to outperform the nation in part due to continued strength in Washington’s
two key industries: aerospace and software. However, Washington’s economy is expected to slow in
response to the weakness in the national economy and in the state’s housing sector. The forecast expects
employment growth to decelerate to 3.9 percent this biennium after increasing 5.6 percent in the 2005-07
biennium. The housing outlook remains grim for the 2007-09 biennium. Building permits are expected to
fall 28.1 percent in the 2007-09 biennium after increasing 8.5 percent in the 2005-07 period. Weak
housing and slower employment growth are expected to result in a slower pace of consumer and business
spending in the 2007-09 budget period. After a prolonged period where spending exceeded income
growth, the spending-relative-to-income relationship in the 2007-09 period is expected to dip below the
long run average. Slower spending will produce much slower revenue growth in the 2007-09 budget
period. GFS revenue is expected to total $29,402.4 million, $60.5 million less than expected in February
2008. Revenue is expected to increase $1.6 billion, 5.9 percent, in the 2007-09 biennium, significantly
slower than the 18.7 percent increase in the 2005-07 biennium and the 10.6 percent gain in the 2003-05
budget period.

The June forecast for the 2009-11 biennium is similar to the February forecast. Economic growth is
expected to remain weak in the 2009-11 period. Payroll employment is expected to increase only 2.8
percent in the 2009-11 biennium and construction employment is expected to decline 1.4 percent next
biennium. Income growth is expected to continue to decelerate in the 2009-11 budget period, increasing
11.1 percent down from the 13.4 percent expected this biennium. The forecast expects some improve-
ment in revenue in the 2009-11 biennium but it too is expected to grow slower than average. GFS revenue
is expected to total $31,754.5 million, an increase of $2.4 billion, 8.0 percent, from what is expected in the
2007-09 budget period.

Washington’s tax structure is different from most states. Washington has no personal or corporate
income tax. The majority of Washington’s GFS revenue comes from three taxes: sales and use, business
and occupation, and the property tax (state school levy). These three taxes account for 85.9 percent of the
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$29.4 billion GFS forecast of receipts for the 2007-09 biennium. This is up from 83.0 percent in the 2005-
07 biennium. These taxes are expected to account for 85.6 percent of GFS revenue in the 2009-11
biennium. The state’s reliance on sales, business and occupation, and property taxes has increased over
time, rising from 79.7 percent in the 1991-93 biennium and from 75 percent twenty-five years ago. The
increase in the General Fund’s reliance on these three taxes between the 2005-07 and the 2007-09
biennia s partly due to a plunge in real estate excise tax payments expected this biennium. The real estate
excise tax is the General Fund-State’s fourth largest revenue source. Real estate excise tax receipts in-
creased 50.9 percent in the 2005-07 biennium compared to 18.7 percent for total GFS revenue. Revenue
from the real estate excise tax accounted for 7.2 percent of GFS revenue in the 2005-07 biennium, up
from 5.7 percent in the 2003-05 biennium and 4.1 percent in the 2001-03 biennium. This biennium the real
estate excise taxes are expected to decline 36.3 and are expected to account for only 4.3 percent of total

GFS revenu.e' ,_ | Table 3.4 Cash Basis
The retail sales and use tax, the state’s General Fund-State Collections*
Ia}rgest revenue source, generated $15.2 | (wjillions of Dollars)
billion, 54.7 percent of total GFS revenue 2000
in the 2005-07 biennium. Sales and use Current Percent Chained  Percent
taxes are expected to produce $16.6 bil- | Biennium Dollars  Change Dollars  Change
lion, 56.6 percent of the total in the 2007- | 1961-63 $817.1 $3,362.6
. i 1963-65 866.2 6.0% 3,478.7 3.5%
09 budget period and $17_.8 billion, 56.2 196567 11286 30.3% 43575 o5 20
percent of GFS revenue in the 2009-11 | 1967.69 14405  27.6% 52004  19.3%
biennium. The business and occupation | 1969-71 1,732.7  20.3% 6,552.5 26.0%
tax totaled $5.0 billion, 18.2 percent of ig;;;g ;2;51 ;g-i:ﬁ’ s’zéé-g é-gff
. . . - , . 4% , . 6%
the j[otal inthe 2005-_07 blen_nlum. The | 197577 330950  43.1% 89220 24.5%
business and occupation tax is expected | 1977.79 44900  32.3% 10,358.6 16.1%
to produce $5.6 billion, 19.2 percent, of | 1979-81 5,356.4  19.3% 10,292.1 -0.6%
the total this biennium and $6.1 bullion, igg;'gg ggg;-j ;(7)-23;0 E’Zgg'i 1(1)22;0
. f - , . .6% s . 370
19.3 percent of the total, next biennium. | 7 oec o2 05746  16.7% 13.936.5 10.1%
The General Fund-State’s share of the | 1957-89 10,934.1  14.2% 14,805.5 6.2%
property tax totaled $2.8 billion, 10.0 | 1989-91 13,309.0  21.7% 16,560.9 11.9%
percent of total GFS revenue in the 2005- | 1991-93 14,8622 11.7% 17,331.1 4.7%
07 bienni The Droberty tax | 1993-95 16,564.6  11.5% 18,474.0 6.6%
lennium. The property 1ax IS ex- | 1995.97 17,6377  6.5% 18,866.9 2.1%
pected to produce $3.0 billion, 10.2 per- | 1997-99 19.620.1  11.2% 20,420.8 8.2%
cent of the total in the 2007-09 biennium | 1999-01 21,262.1 8.4% 21,264.8 4.1%
and $3.2 billion, 10.0 percent of total GFS | 2001-03 21,140.7  -0.6% 20,397.2 -4.1%
. . 4+ | 2003-05 23,388.5  10.6% 21,587.3 5.8%
revenue in the 2009-11 perlo_d. Histori- 200507 277120  18.7% 242200 1290
cally, the property tax had a bigger share
of total General Fund-State revenue. The | 2007-09 29,402.4 5.9% 24,1441 -0.3%
reduction in the property tax share of to- | 2009-11 " 31,7545 8.0% 25,006.2 3.6%
tal GFS receipts reflects the impact of I-
728, which transfers a portion of the state | r.june 2008 Forecast
property tax |evy from the General Fund | *Total General Fund-State revenue and transfers. Cash basis; includes rate
to the Student Achievement/School Con- base and administrative changes. Modified cash basis: 1985-87 and prior;
. inninainth pure cash basis: 1987-89 and after. May not be comparable because the
struction Account begmmng inthe 2001- collection totals include the impact of rate, base and administrative changes.

03 biennium. (See Table 3.18, part 1.)
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Table 3.5

Taxable Retail Sales*
June 2008

(Millions of Dollars)

Fiscal Percent
Year Amount Change
1978 21,121
1979 22,309 5.6%
1980 24,057 7.8%
1981 25,197 4.7%
1982 26,097 3.6%
1983 29,368 12.5%
1984 29,156 -0.7%
1985 30,687 5.3%
1986 32,158 4.8%
1987 34,647 7.7%
1988 37,452 8.1%
1989 41,429 10.6%
1990 47,183 13.9%
1991 49,812 5.6%
1992 53,189 6.8%
1993 55,319 4.0%
1994 59,009 6.7%
1995 61,927 4.9%
1996 62,817 1.4%
1997 66,748 6.3%
1998 72,059 8.0%
1999 77,197 7.1%
2000 83,335 8.0%
2001 85,633 2.8%
2002 84,418 -1.4%
2003 86,165 2.1%
2004 90,139 4.6%
2005 97,253 7.9%
2006 107,071 10.1%
2007 115,527 7.9%
2008F 119,548 3.5%
2009F 122,947 2.8%
2010F 127,872 4.0%
2011F 133,774 4.6%

F  Forecast.

* Actual Base. Includes statutory and administrative changes to
the tax base. Historical fiscal year data are from quarterly tax-
able sales reported by taxpayers on the state's Combined Excise
tax return. Reported totals affected by enacted legislation. Major
base changes include: exemption of off-premises food,
beginning 1978:3 (fiscal 1979); extension of the sales tax base
to off premises food (1982:2 to 1983:2); food again exempt
1983:3 (fiscal 1984).

Taxable sales (sales subject to the 6.5 percent
state retail sales tax) totaled $31,338.5 million in the
fourth quarter of 2007, the most recent quarter avail-
able. This was 5.7 percent higher than the year-ago
level. Taxable sales increased 5.9 percent in the third
quarter of 2007 and 7.7 percent in the second quar-
ter. Taxable sales have now increased on a year-
over-year basis for twenty-two consecutive quar-
ters after having fallen or remaining unchanged for
five straight quarters during the last recession. Tax-
able sales in the fourth quarter of 2007 grew faster
than retail sales nationally, although they grew more
slowly than state personal income for the second
straight quarter. Although the first quarter of 2008 is
complete, actual taxable sales data for the state are
not yet available for the first quarter. The forecast
assumes that taxable sales increased only 1.6 per-
cent in the first quarter of 2008. This would be sig-
nificantly slower than the 5.7 percent increase in the
fourth quarter and would be below the June
forecast’s assumed growth of both U.S. retail sales
(2.9 percent) and the growth of state personal in-
come (6.1 percent).

The Department of Revenue has converted the
classification of taxpayers from the Standard Indus-
trial Classification (SIC) basis to the North Ameri-
can Industry Classification System (NAICS), mak-
ing historical comparisons by sector easier and more
meaningful. Taxable sales in the fourth quarter of
2007 of businesses in the retail trade sector, which
accounted for 44.2 percent of all taxable sales in the
quarter, were only 2.5 percent above the year-ago
level. Taxable sales of firms in the retail trade sector
increased only 2.5 percent in the third quarter of
2007 as well. Within retailing, general merchandise
retailers reported the largest increase in the fourth
quarter, 8.0 percent. The next strongest category
was food stores which reported a 6.9 percent year-
over-year increase. The auto sector, the largest re-
tail trade category, reported a 0.4 percent year-over-
year decline in activity. In the third quarter, this sec-
tor reported a 1.9 percent year-over-year decline.

Prior to the drop in the third quarter, this sector had not reported a year-over-year decline in activity since
2002. There were several other relatively weak sectors including: electronics and appliance stores (-0.6

percent), furniture and home furnishing retailers (+0.
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Chart 3.3
Composition of General Fund-State Revenue
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sector (-3.4 percent). Taxable sales reported by non-retailing sectors in the fourth quarter of 2007 were
8.5 percent higher than a year-ago. This follows an 8.4 percent increase the previous quarter. The year-
over-year change in the current quarter varied widely among non-retail trade sectors. Taxable sales re-
ported by the construction sector, which accounted for 20.7 percent of all taxable sales in the fourth
quarter of 2007, were 12.9 percent higher than a year ago. This is up from the 9.3 percent gain reported
in the third quarter. Taxable sales reported by the service sector, which accounted for 17.0 percent of all
taxable sales in the quarter, were 5.5 percent higher than a year-ago. Taxable sales reported by the
wholesale trade sector increased 9.1 percent and the information sector reported a 2.6 percent year-over-
year increase.

Taxable sales in the fourth quarter of 2007 for the state’s three largest counties (King, Snohomish and
Pierce) were 6.8 percent higher than a year ago. Taxable sales increased 4.1 percent in the rest of the
state. Taxable sales in King County were 8.7 percent higher than a year-ago for the quarter. Taxable sales
in Snohomish County increased 5.3 percent in the third quarter but Pierce County reported an increase of
only 1.2 percent. Taxable sales in Spokane County were 2.0 percent above the year-ago level.

Statewide taxable sales increased 7.9 percent in fiscal 2007. This is down from 10.1 percent in 2006.
The growth of taxable sales is expected to decelerate further in the 2007-09 biennium as the impact of the
housing correction and higher energy prices slow consumer and business spending. The June 2008 fore-
cast assumes taxable sales will increase 3.5 percent in fiscal 2008 and 2.8 percent in fiscal 2009. Taxable
sales growth is expected to rebound somewhat in the next biennium, although the forecast continues to
assume growth will be constrained by weaker than average employment and construction activity. The
forecast assumes taxable sales will grow 4.0 percent in fiscal 2010 and 4.6 percent in fiscal 2011.

Forecast Change for the 2007-09 & 2009-11 Biennia

The June 2008 GFS revenue forecast for the 2007-09 biennium is $60.5 million (0.2 percent) less
than in February and the forecast for the 2009-11 biennium is $163.4 million (0.5 percent) less. The $60.5
million reduction to the 2007-09 biennium is comprised of an $11.0 million reduction due to 2008 legisla-
tion and a $49.6 million reduction due to a weaker economic outlook. The reduction to the forecast for the
2009-11 biennium includes a $46.1 million reduction due to legislation and a $117.2 million reduction due
to aweaker economy. Legislation aside, the change to the forecast in June is relatively small and for the
most part reflects continued weakness in housing and weaker consumer spending. Tax payments in the
four months since the February forecast were very close to the estimate.

Table 3.6 summarizes the changes to the GFS cash forecast for the 2007-09 biennium by type of
change. Tables 3.7 and 3.8 summarize data revisions to GFS revenue for the 2007-09 biennium by agency
and source of revenue. Table 3.7 is on a cash basis and Table 3.8 is on a GAAP basis. Tables 3.9 and 3.10
summarize the changes to the GFS revenue forecast for the 2009-11 biennium by agency and source.
Table 3.9 is on a cash basis and Table 3.10 is on a GAAP basis. Table 3.11 provides the fiscal year
forecast by major revenue source. Below is a brief description of the June 2008 non-economic changes to
the forecast followed by a summary of changes to the forecast by agency.

Summary of Non-Economic changes

The GFS impact of legislation enacted during the 2008 legislative session and signed into law by the
Governor is included in the June 2008 forecast. Tax law changes reduced the GFS forecast for the 2007-
09 biennium by $11.0 million and reduced the GFS forecast for the 2009-11 biennium by $46.1 million.
Table 3.21 summarizes the impact of legislative changes included in the June forecast by fiscal year, agency
and major legislation. ESHB 3096 has the largest impact of all legislative changes. It provides a five year
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deferral of sales tax on site preparation, construction work, equipment purchases and rental of equipment
related to the replacement of the State Route 520 floating bridge. Based on the anticipated construction
schedule, this would reduce GFS revenue by $0.3 million in the current biennium and $15.0 million in the
2009-11 budget period.

Department of Revenue

The Department of Revenue collects and administers the majority of Washington’s GFS revenue,
accounting for more than 97 percent of total GFS revenue in the 2007-09 and 2009-11 biennia. The June
forecast of GFS revenue sources administered and collected by the Department of Revenue is $163.5
million lower than in February. This is about 73 percent of the total GFS forecast change in June. The
reduction to the forecast includes $41.5 million due to 2008 legislation. Aside from tax law changes, most
of the reduction to the forecast reflects a slight deterioration to the economic outlook, partially offset by
slightly higher than expected collections in the last four months.

The housing outlook is weaker than assumed in the February forecast and a large portion of the change
to the forecast in June is due to a reduction to the real estate excise tax forecast. The June 2008 real estate
excise tax forecast is $107.7 million less than in February for the 2007-09 and is $42.8 million lower than
the February forecast for the 2009-11 biennium. Other major changes include: a $196.3 million reduction
to the retail sales tax forecast, an $8.2 million reduction to the use tax forecast, and a $7.9 million reduction
to the property (GFS portion of the state levy) tax forecast. There were some increases. The June 2008
business and occupation tax forecast is $115.2 million higher than in February, the public utility tax fore-
cast is $38.0 million higher, the forecast of unclaimed property transfers is $26.3 million higher and the
miscellaneous revenue category (mostly brokered natural gas) is $26.1 million higher than the February
forecast. The reductions to the forecast primarily reflect a weaker housing market and weaker employ-
ment growth than in February. In addition, real estate excise, retail sales and use tax payments were
significantly less than expected in the four months since the February forecast. The higher forecast for
business and occupation, public utility and brokered natural gas reflect higher than expected collections in
the four months since the last forecast. In addition, the forecast for energy prices is much higher than
expected in February resulting in a higher forecast for public utility and brokered natural gas receipts.
Business and occupation tax revenue has been strong in part due to strong export demand. In addition, the
June forecast expects the wholesale prices and the prices of industrial and finished goods to rise much
faster than was assumed in the February forecast boosting the forecast for business and occupation tax
revenue. The higher forecast for unclaimed property transfers is solely due to a one-time, unusually large
sale of unclaimed assets resulting in an extraordinarily large transfer of unclaimed property to the General
Fund.

The outlook for housing continues to worsen and has resulted in a lower forecast for real estate excise
tax revenue. The reduction to the real estate excise tax forecast is primarily due to weaker than expected
real estate activity in the four months since the last forecast. Taxable real estate activity averaged 44.0
percent below the year ago level in the four months since the February forecast. This was worse than
expected and resulted in a $22.4 million shortfall of real estate excise tax payments. Taxable real estate
activity has declined on a year-over-year basis for the last ten months and nineteen of the last twenty-two
months. On a seasonally adjusted basis, taxable activity in the second quarter of 2008 is forecast to be
45.6 percent below the 2006:1 peak in activity. This would exceed the peak-to-trough decline of the early
1980’s housing bust. Conditions are unlikely to improve until the last half of 2008 at the earliest due to
tighter lending standards and a high and rising inventory of houses on the market.

The June 2008 forecast continues to expect the tax base of Washington’s two major revenue sources,
sales and business and occupation taxes, to grow at a below average rate and slower than state personal
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income for the remainder of the 2007-09 biennium and for much of the next biennium. Revenue growth in
the 2005-07 biennium and for the first two quarters of the current biennium was exceptionally strong due
to a strong income and employment growth, a booming housing market, and readily available credit.
Circumstances have dramatically changed. Although income is still expected to exhibit moderate growth,
other factors (a strong housing market and rapidly increasing home equity withdrawal, increasing net
worth, strong consumer confidence) that produced above trend growth in taxable sales and taxable busi-
ness and occupation income no longer exist or are substantially less than in the 2005-07 period.

The June 2008 forecast expects the property tax (state tax levy) to increase 6.7 percent in the 2007-
09 biennium and 6.5 percent in the 2009-11 biennium. The General Fund-State portion of the levy is
expected to increase 7.4 percent in the 2007-09 and 6.4 percent in the 2009-11 budget period. The
portion of the levy diverted to the Student Achievement Account as a result of Initiative 728 is projected to
increase 2.4 percent in the 2007-09 biennium and 7.1 percent next biennium.

Department of Licensing

The majority of General Fund-State revenue collected by the Department of Licensing is from firearm
and event licenses, boat excise tax, and boat registration fees. The department’s General Fund-State
forecast for the 2007-09 biennium has been decreased $1.8 million to $43.4 million and its forecast for the
2009-11 biennium has been decreased $4.0 million to $46.1 million. Decreases in both biennia were due
primarily to decreases in forecasted boat excise tax receipts.

The Office of Financial Management (Other Agencies)

The Office of Financial Management (OFM) is responsible for preparing General Fund-State revenue
and transfer forecasts for all agencies excluding the Department of Revenue, the Department of Licensing,
the Liquor Control Board, the Insurance Commissioner, and the State Treasurer. The office’s forecast for
the 2007-09 biennium has been decreased $14.0 million to $5.8 million. Legislative changes, primarily a
treasurer’s transfer to the Columbia River water delivery account, accounted for $5.8 million of the de-
crease, while forecast changes subtracted $8.2 million. The primary forecast decreases were in fore-
casted license and permit revenues from the Department of Financial Institutions and timber revenue from
the Department of Natural Resources. The office’s forecast for the 2009-11 biennium has been decreased
$13.3 million to negative $28.9 million. Legislative changes, primarily additional treasurer’s transfers to
the Columbia River water delivery account, accounted for $12.9 million of the decrease, while forecast
changes subtracted $0.4 million. The office’s negative forecast for the 2009-11 biennium indicates that
General Fund revenue and transfers from the General Fund to the agencies overseen by the OFM are
expected to exceed the revenue and transfers to the General Fund by those agencies.

State Treasurer

The Office of the State Treasurer generates General Fund-State revenue by investing state short-term
cash reserves. The office’s forecast for the 2007-09 biennium has been increased $10.4 million to $166.0
million due mainly to an increase in forecasted account balances. The forecast also incorporated a $0.2
million reduction due to the effects of new legislation. The office’s forecast for the 2009-11 biennium has
been reduced $3.4 million to $114.2 million due primarily to a reduction in forecasted interest rates. The
2009-11 forecast also incorporated a $0.7 million reduction due to the effects of new legislation.

Insurance Commissioner

The Office of the Insurance Commissioner collects premium taxes on most classes of insurance sold in
Washington State. These taxes are distributed to the General Fund-State, the health services account, and
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Table 3.6

Summary of Changes to the General Fund-State Forecast
June 2008 Cash Forecast

(Millions of Dollars)

June 2008 Change

2007-09 Biennium

Collection Experience in the 2007-09 Biennium $37.7
Department of Revenue? 37.0
Department of Licensing? 0.7

Non Economic Adjustments to the Forecast?® ($11.0)

Forecast Change for the 2007-09 Biennium ($87.3)
Department of Revenue ($73.2)

Other agencies ($14.2)
Total Change: 2007-09 Biennium* 60.5

1 Variance base on collections February 11-June 10, 2008.
2 Variance base on collections February 2008 - May 2008.
* Detail may not add due to rounding.
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various accounts in support of fire services. The office’s forecast for the 2007-09 biennium has been
decreased $13.7 million to $532.3 million and its forecast for the 2009-11 biennium has been reduced
$20.1 million to $586.7 million due to forecasted decreases in the growth rate of total insurance premiums.

Liquor Control Board

The Liquor Control Board forecasts revenue from both profits and fees from state-run liquor stores
and funds from surtaxes on beer and wine. The board’s forecast of excess funds and fees for the 2007-09
biennium has been increased $0.1 million to $86.2 million and its forecast of beer and wine surtaxes is
unchanged at $4.8 million. The forecast of excess funds and fees included a $0.5 million increase due to
legislative changes to the agency’s budget. The board’s forecast of excess funds and fees for the 2009-11
biennium has been increased $1.4 million to $97.2 million and its forecast of beer and wine surtaxes is
unchanged at $5.3 million.

Lottery Commission

The Lottery Commission transfers the unallocated portion of collections from sales of Lottery prod-
ucts to the General Fund. Funds are not transferred unless there is lottery revenue remaining after the
School Construction and stadium/exhibition center accounts receive their allotments. The Commission’s
forecast of General Fund cash transfers for the 2007-09 biennium is unchanged at $5.0 million and its
forecast for the 2009-11 biennium has been reduced $1.9 million to $5.2 million. The Commission’s
forecast of revenues for the School Construction Account for the 2007-09 biennium is unchanged at
$204.0 million and its forecast for the 2009-11 biennium is also unchanged at $204.0 million.

Track Record for the 2007-09 Biennium

Table 3.13 summarizes the changes to the GFS revenue forecast for the 2007-09 biennium. The June
2008 forecast for the 2007-09 biennium is $60.5 million lower than the February 2008 forecast but is
$375 million (1.3 percent) higher than the initial forecast for the 2007-09 biennium that was released in
February 2006. Excluding non-economic changes however, the current forecast for the 2007-09 biennium
is $560 million, 1.9 percent higher than the initial forecast despite the reduction in June. There have been
nine quarterly updates to the GFS forecast for the 2007-09 biennium: five have increased the forecast and
four, including the June 2008 update, have reduced the forecast.

The Relationship between the Cash and GAAP General Fund-
State Revenue Forecasts

Legislation enacted in 1987 requires that the state’s biennial budget be in conformance with Generally
Accepted Accounting Principles (GAAP). It also requires a GFS revenue forecast on both a cash and
GAAP basis. Thus, there are two related but distinct GFS forecasts summarized in this chapter: a cash
receipts forecast and a GAAP revenue forecast. The primary difference between the cash and GAAP
forecasts is timing of the receipt of revenue. On a GAAP basis, revenues are credited to the biennium in
which they are earned even though they may not have been received. The cash forecast, on the other hand,
reflects expected cash receipts during a fiscal period. The forecast on a GAAP, or accrual, basis is prima-
rily used for financial reporting. The cash forecast is used for cash flow management, revenue tracking and
is the forecast used in the state’s budgetary balance sheet, which is the principal tool for assessing the
General Fund’s current surplus or deficit position. References to the GFS forecast in the text of this chapter
refer to the cash forecast unless otherwise noted. Likewise, the revenue tables other than Tables 3.8 and
3.10 are on a cash basis.
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Table 3.7

Comparison of the General Fund-State Forecast by Agency
2007-09 Biennium; Cash Basis

(Millions of Dollars)

Non-
Feb. 2008 Economic Forecast June 2008 Total
Forecast by Agency Forecast' Changes Revision  Forecast? Change
Department of Revenue
Retail Sales $15,654.9 (0.9) ($89.4)  $15,5564.7 ($90.2)
Business & Occupation 5,543.7 (4.0 98.0 5,637.7 94.0
Use 1,074.7 0.0 (11.8) 1,062.9 (11.8)
Public Utility 736.5 0.0 28.5 765.0 28.5
Liguor Sales/Liter 319.0 (0.6) 318.3 (0.6)
Cigarette 103.0 (1.0) 102.0 (1.0)
Property (State Levy) 2,994.6 0.4) 21 2,996.2 17
Real Estate Excise 1,382.6 (107.7) 1,2749  (107.7)
Timber Excise 13.9 (0.6) 134 (0.6)
Other 7775 0.2) 46.3 823.7 46.2
Subtotal 28,600.4 (5.4) (36.1) 28,558.9 (41.5)
Department of Licensing
Boat excise, licenses, fees & other 45.2 (1.8) 434 (1.8)
Insurance Commissioner
Insurance Premiums 546.0 (13.7) 532.3 (13.7)
Liquor Control Board
Liquor Profits and Fees 86.1 05 (0.4) 86.2 0.1
Beer & Wine Surtax 4.8 0.0 4.8 0.0
Lottery Commission
Lottery Revenue 5.0 0.0 5.0 0.0
State Treasurer
Interest Earnings 155.6 0.2) 10.6 166.0 10.4
Office of Financial Management
Other 19.9 (5.8) (8.2) 5.8 (14.0)
Total General Fund-State * $29,462.9 ($11.0 ($49.6) $29,402.4  ($60.5)

1 General Fund-State forecast for the 2005-07 biennium adopted by the Economic and Revenue Forecast Council in February
2008.

2 General Fund-State forecast for the 2005-07 biennium, adopted June 2008;

*Detail may not add to totals because of rounding.
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Table 3.8

Comparison of the General Fund-State Forecast by Agency

2007-09 Biennium; GAAP Basis

(Millions of Dollars)

Forecast by Agency

Department of Revenue
Retail Sales
Business & Occupation
Use
Public Utility
Liguor Sales/Liter
Cigarette
Property (State Levy)
Real Estate Excise
Timber Excise
Other

Subtotal

Department of Licensing
Boat excise, licenses, fees & other

Insurance Commissioner
Insurance Premiums

Liquor Control Board
Liquor Profits and Fees
Beer & Wine Surtax

Lottery Commission
Lottery Revenue

State Treasurer
Interest Earnings

Office of Financial Management
Other

Total General Fund-State *

1 Forecast for the 2007-09 biennium adopted February 2008.

2 June 2008 Forecast

Feb. 2008
Forecast?!

$15,729.7
5,563.0
1,078.6
738.5
319.5
103.0
2,995.2
1,382.6
13.1
778.7
28,701.9

46.6

546.0

86.1
4.8

8.6

152.7

19.9

$29,566.5

*Detail may not add to totals because of rounding.

Non-
Economic

Changes

(0.9)
(4.0)
0.0
0.0
0.0
0.0
(0.4)
0.0
0.0
(0.1)
($5.4)

0.0

0.0

0.5
0.0

0.0

(0.2)

(5.8)

($11.0)

Forecast June 2008 Total
Revision Forecast? Change

($90.2) $15,638.7  ($91.0)
101.3  5,660.2 97.2
(12.4)  1,066.3  (12.4)

28.9 767.5 28.9
0.7) 318.9 0.7)
(1.0) 102.0 (1.0)

15  2,996.2 1.1

(107.7)  1,2749  (107.7)
(0.8) 12.2 (0.8)
46.5 825.1 46.4

(345) 28,6620  (39.9)

(1.9) 44.7 (1.9)
(13.7) 5323  (13.7)
(0.4) 86.2 0.1
0.0 48 0.0
(0.9) 7.8 (0.9)
5.1 157.5 48
8.2) 58  (14.0)

($54.5) $29,501.1  ($65.4)
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Table 3.9

Comparison of the General Fund-State Forecast by Agency
2009-11 Biennium; Cash Basis

(Millions of Dollars)

Non-

Feb.2008 Economic Forecast June 2008 Total
Forecast by Agency Forecast! Changes Revision Forecast? Change
Department of Revenue
Retail Sales $16,775.7 ($18.9) ($87.1) $16,669.6 ($106.0)
Business & Occupation $6,119.0 (13.4) 34.6 6,140.1 212
Use $1,172.1 0.0 3.6 1,1756 3.6
Public Utility $843.1 0.0 9.5 8526 95
Liguor Sales/Liter $343.9 0.0 (1.3) 3426 (1.3)
Cigarette $100.5 0.4) 100.1 (0.4)
Property (State Levy) $3,196.2 (9.5) 3,186.7 (9.5)
Real Estate Excise $1,630.6 0.1) (42.7) 1,587.8 (42.8)
Timber Excise $11.7 0.0 (0.9) 10.8 (0.9)
Other $858.0 0.2) 49 862.7 4.7
Subtotal $31,050.8 (32.6) (89.5) 30,928.7 (122.1)
Department of Licensing
Boat excise, licenses, fees & other $50.1 (4.0 46.1 (4.0)
Insurance Commissioner
Insurance Premiums $606.8 (20.1) 586.7 (20.1)
Liquor Control Board
Liquor Profits and Fees $95.9 14 972 14
Beer & Wine Surtax $5.3 0.0 53 0.0
Lottery Commission
Lottery Revenue $7.1 1.9 52 (1.9
State Treasurer
Interest Earnings $117.6 0.7) (2.8) 1142 (3.4)
Office of Financial Management
Other ($15.6) (12.9) 0.9) (28.9) (13.3)
Total General Fund-State * $31,917.9 ($46.1) (117.2) $31,754.5 (163.4)
1 Forecast adopted by the ERFC in February 2008.
2 Forecast adopted by the ERFC in June 2008.
*Detail may not add to totals because of rounding.
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Table 3.10

Comparison of the General Fund-State Forecast by Agency

2009-11 Biennium; GAAP Basis

(Millions of Dollars)

Forecast by Agency

Department of Revenue
Retail Sales
Business & Occupation
Use
Public Utility
Liguor Sales/Liter
Cigarette
Property (State Levy)
Real Estate Excise
Timber Excise
Other

Subtotal

Department of Licensing
Boat excise, licenses, fees & other

Insurance Commissioner
Insurance Premiums

Liquor Control Board
Liquor Profits and Fees
Beer & Wine Surtax

Lottery Commission
Lottery Revenue

State Treasurer
Interest Earnings

Office of Financial Management
Other

Total General Fund-State *

Non-

Feb. 2008 Economic

Forecast?

$16,852.3
$6,139.0
$1,175.9
$845.1
$344.9
$100.5
$3,196.6
$1,630.6
$10.9
$859.4
$31,155.2

$51.7

$606.8

$95.9
$5.3

$7.0

$118.9

($15.6)

$32,025.0

Changes

(18.9)
(13.4)
0.0
0.0
0.0

(0.1)
0.0
(0.2)
($32.6)

(0.7)

(12.9)

($46.1)

1 Forecast for the 2009-11 biennium adopted in February 2008.
2 Forecast for the 2009-11 biennium adopted in June 2008.
*Detail may not add to totals because of rounding.

Forecast June 2008 Total

Revision

($87.1)
34.6
36
95
(1.3)
(0.4)
(9.9)
(42.7)
(0.6)
4.9
(89.6)

(8.3)

(20.1)

14
0.0

(2.0)

(2.4)

(0.4

(121.4)

Forecast? Change

$16,746.2 ($106.0)

6,160.1 21.2
1,1794 356
8546 95
3436 (13)
100.1  (0.4)
3,186.7 (9.9)
1,587.8 (42.8)
102 (0.6)
864.1 4.7

31,033.0 (122.2)

434 (8.3)
586.7 (20.1)
97.2 14

53 0.0
50 (2.0)
1159 (3.0)

(28.9) (13.3)

$31,857.5 (167.5)
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Table 3.11

June 2008 General Fund-State Forecast
2007-09 & 2009-11 Biennia; Cash Basis

(Millions of Dollars)

Fiscal Fiscal Fiscal 2007-09 Fiscal Fiscal 2009-11
Forecast by Source 20072 2008 2009 Biennium 2010 2011 Biennium
State Taxes
Retail sales*** $7,388.0 $7,729.4  $7,835.3 $15,564.7 $8,145.9 $8,523.7 $16,669.6
Business & occupation 2,640.9 2,768.8 2,868.9 5,637.7 2,987.5 3,152.6 6,140.1
Use*** 504.4 525.4 537.5 1,062.9 570.2 605.4 1,175.6
Public Utility 352.9 367.2 397.8 765.0 413.6 438.9 852.6
Liquor sales/liter 147.7 155.7 162.7 318.4 168.4 174.3 342.6
Beer & wine surtax 2.2 2.3 2.4 4.8 2.6 2.7 53
Cigarette 50.5 51.2 50.9 102.0 50.3 49.8 100.1
Tobacco products 6.8 (9.6) 10.2 0.6 10.5 10.8 21.3
Property (state school levy)** 1,423.1 1,475.4 1,520.8 2,996.2 1,566.4 1,620.3 3,186.7
Public utility district 39.8 41.7 44.6 86.3 46.9 49.6 96.5
Real estate excise 1,069.6 672.6 602.4 1,274.9 743.7 844.1 1,587.8
Timber excise 8.0 7.3 6.1 134 5.7 5.1 10.8
Estate/inheritance 5.3 4.5 0.5 5.0 0.5 0.5 1.0
Motor vehicle excise & Rental car 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Boat excise 15.8 16.7 171 33.7 17.8 18.7 36.4
Insurance premiums 249.0 260.6 2717 532.3 286.4 300.3 586.7
Other 275.9 271.8 273.1 544.9 284.2 298.7 583.0
Total Taxes 14,180.0 14,341.0 14,601.8 28,9428 15,3005 16,095.6 31,396.1
State Non-Tax Sources
Licenses, permits, fees 91.8 95.5 92.8 188.3 95.3 98.0 193.3
Liquor profits & fees 49.0 39.8 46.4 86.2 47.1 50.1 97.2
Earnings on investments 100.9 116.7 49.3 166.0 49.0 65.2 114.2
Lottery transfers 7.6 0.0 5.0 5.0 2.7 25 5.2
Other revenue & transfers 13.9 474 (33.3) 141 (28.7) (22.9) (51.6)
Total Non-Tax 263.1 299.3 160.3 459.6 165.5 192.9 358.4
Total General Fund-State * $14,443.2 $14,640.3 $14,762.1 $29,402.4 $15,466.0 $16,288.5 $31,754.5
a - Actual;
* Detail may not add to totals due to rounding.
**General Fund-State portion of the state levy AFTER transfers to the Student Achievement Account.
***GFS portion after Initiative 900 transfer.
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Table 3.14 compares the cash receipts forecast and the GAAP revenue forecast by agency. GFS
revenue for the 2005-07 biennium totaled (revised) $27,769.9 million on a GAAP basis, $2.1 million less
than the $27,772.0 million cash receipts total. The June 2008 GFS forecast for the 2007-09 biennium is
$29,501.1 million on a GAAP basis, $98.7 million more than the $29,402.4 million cash forecast. For the
2009-11 biennium, the GAAP forecast totals $31,861.7 million, $107.1 million higher than the $31,754.5
cash forecast.

Table 3.15 shows the budgetary balance sheet the 2007-09 biennium which ends June 30, 2009. With
adoption of the June 2008 GFS forecast, the projected total ending balance for the 2007-09 biennium is
$801.4 million. This is based on an enacted 2007-09 appropriations level of $29,838.2 million including
the 2008 supplemental budget. This is $152.3 million less than projected after adoption of the February
2008 revenue forecast and is 2.7 percent of 2007-09 enacted appropriations. The total ending balance for
the 2007-09 biennium is comprised of a projected ending GFS balance of $359.2 million and a $442.2
million balance in the Budget Stabilization Account. The 2007 Legislature enacted joint resolutions creating
anew Budget Stabilization Account which was ratified by voters in the November 2007 general election.

Alternative Forecast for the 2007-09 and 2009-11 Biennia

The June 2008 baseline forecast expects the housing correction to continue, energy prices to remain
relatively high and economic growth to continue to weaken. Although the forecast no longer assumes a
national recession, real GDP is expected to remain weak and grow less than one percent in fiscal 20009.
U.S. employment declined in the first quarter of 2008 and the June forecast expects four additional quar-
ters of decline. Housing is not expected to begin to recover until the first quarter of 2009. Washington
State is expected to continue to see weak economic and revenue growth but no recession. The housing
correction in Washington has intensified and overall spending is noticeably slower than earlier in the bien-
nium. Whether or not economic and revenue growth weaken more or less than assumed in the baseline
forecast depends upon the duration and severity of the housing downturn and its impact on consumer and
business spending.

The June 2008 optimistic scenario assumes stronger growth sooner. Like previous optimistic sce-
narios, the optimistic forecast assumes higher productivity growth than in the baseline. In the optimistic
scenario lower mortgage rates limit the contraction in the residential housing market and speed-up its
recovery. Energy prices are lower in this scenario and employment growth is stronger. Stronger growth
nationally benefits Washington’s economy. In the optimistic scenario state personal income is 1.5 percent
higher than in the baseline in the second quarter of calendar 2008 and is 4.2 percent higher by the end of
the 2007-09 biennium. State personal income is 6.8 percent higher than the baseline forecast by the end of
the 2009-11 biennium. State wage and salary employment is 11,700 higher than in the baseline forecast in
the second quarter of calendar 2008 and is 68,000 higher by the end of the biennium. Employment is
116,400 higher by the end of the 2009-11 biennium.

The June 2008 pessimistic scenario assumes a national recession with both real GDP declining for four
consecutive quarters beginning in the second quarter of 2008 and wage and salary employment declining
for seven straight quarters beginning in the second quarter of 2008. In the pessimistic scenario the housing
correction is deeper and longer than in the baseline forecast. Consumer and business confidence sink and
investment and consumer spending growth is much slower than assumed in the baseline forecast. The
weaker national economy results in weaker job and income growth in the state, with payroll employment
in Washington also declining four consecutive quarters beginning in the second quarter of 2008. In the
pessimistic scenario, state personal income is 1.3 percent less than the baseline in the second quarter of
2008 and is 3.8 percent lower than the baseline by the end of the 2007-09 budget period. State personal
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Table 3.12

General Fund - State Cash Receipts
June 2008 Forecast by Fiscal Year
(Millions of Dollars)

Percent

General Fund - State Change
Fiscal Years
1986 $4,566.2
1987 5,008.4 9.7%
1988 5,248.1 4.8%
1989 5,686.0 8.3%
1990 6,505.4 14.4%
1991 6,803.5 4.6%
1992 7,297.6 7.3%
1993 7,564.6 3.7%
1994 8,013.4 5.9%
1995 8,551.3 6.7%
1996 8,581.2 0.3%
1997 9,056.6 5.5%
1998 9,640.9 6.5%
1999 9,979.2 3.5%
2000 10,433.2 4.5%
2001 10,828.9 3.8%
2002 10,450.7 -3.5%
2003 10,689.9 2.3%
2004 11,321.2 5.9%
2005 12,067.3 6.6%
2006 13,328.8 10.5%
2007 14,443.2 8.4%
Forecast
2008 14,640.3 1.4%
2009 14,762.1 0.8%
2010 15,466.0 4.8%
2011 16,288.5 5.3%
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Table 3.13

Track Record for the 2007-09 General Fund-State Cash Forecast
February 2006 through June 2008

Cash Basis - Millions of Dollars

Total
Non- General
Department Other Economic Total Fund-State

Date of Forecast of Revenue* Agencies Subtotal* Changes** Change Cash Basis

February 2006**** $28,180 $848 $29,028

Changes to Forecast
June 2006 531 17 547 (112) = 436 29,463
September 2006 76 (13) 62 62 29,526
November 2006 4 3 8 8 29,533
March 2007 (30) 12 (18) (18) 29,516
June 2007 313 19 331 (43)* 289 29,804
September 2007 204 8.9 213 213 30,017
November 2007 (145) 34 (112) (20) %= (130) 29,886
February 2008 (405) (19) (423) (423) 29,463
June 2008 (36) (14) (50) (11) = (61) 29,402
September 2008

Total change***:
From February 2006 512 48 560 (185) 375
Percent change 1.8% 5.6% 1.9% -0.6% 1.3%

* Excludes legislative, judicial, statutorily required or other major non-economic changes.

** Includes legislative, judicial, statutorily required or other major non-economic changes.

*** Detail may not add to total due to rounding.

**** First official forecast for the 2007-09 biennium.

#1 Change to the forecast due to 2006 legislation.

#2 Change to the forecast due to 2007 legislation/budget driven revenue and the tobacco product tax settlement.
#3 Change to the forecast due to change in federal law regarding taxation of internet access.

#4 Impact of 2008 legislation and budget driven revenue.
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Table 3.14
June 2008 Baseline Forecast by Agency
Comparison of Cash and GAAP Basis
(Millions of dollars)
2005-07 Biennium

Cash GAAP
Agency Basis* Basis*  Diff.
General Fund - State Cash/Revenue Sources
Department of Revenue® $26,792.2  $26,783.5 ($8.7)
Department of Licensing 41.3 42.0 0.7
Insurance Commissioner* 506.9 506.9 0.0
State Treasurer 167.3 175.3 8.0
Office of Financial Management
Tuition 0.0 0.0 0.0
Other Agencies 248.4 248.4 0.0
Subtotal: General Fund-State Cash/ 27,756.1 27,756.1  (0.0)
General Fund State - Other Financing Sources®
Department of Revenue® 117.5 117.3 (0.2)
Lottery Commission 9.5 76 (1.9
Insurance Commissioner’ (16.3) (16.3) 0.0
Liquor Control Board 102.4 102.4 0.0
Office of Financial Management
Other Agencies® -197.1 (197.1) (0.0)
Subtotal: GFS Other Financing Sou 15.9 139 (2.0)

Total Available Receipts/Resources

General Fund-State * $27,772.0  $27,769.9 ($2.1)
*  Detail may not add due to rounding.
1 General Fund-State cash receipts forecast.

2007-09 Biennium
Cash GAAP

Basis? Basis? Diff.

$28,398.3  $28,502.5 $104.3

434 447 13
550.3 550.3 0.0
166.0 157.5 (8.5)

0.0 00 00
265.8 2658 0.0

29,423.7 29,5208 971

160.6 159.5 (1.1)
5.0 78 27
(18.0) (180) 0.0
90.9 909 00
(259.9) (259.9) 0.0
(21.4) 19.7) 16

$29,402.4  $29,501.1 $98.7

2 General Fund-State Revenue Forecast on a GAAP (Generally accepted accounting principles) basis, used to show

the state revenue position for financial reporting purposes.

Excludes the state share of the timber tax and unclaimed property transfers.

Total insurance premiums tax.

Other financing sources represent transfers to/from other funds from/to the General Fund.
Includes the state share of the timber excise tax and unclaimed property transfers.

Portion of fire insurance premiums transferred out of the General Fund

Agency 701 and accounting sources: 480 and 481 for all other agencies.

O~NO O W

2009-11 Biennium

Cash
Basis!

$30,799.9
46.1
606.5
114.2

0.0
274.664
31,841.3

128.8
5.2
(19.8)
102.5
(303.5)

(86.8)

$31,754.5

GAAP
Basis? Diff.

$30,904.7 $104.8

47.5 14
606.5 0.0
115.9 1.7

0.0 0.0
274.664 0.0

31,949.3 107.9

128.3 (0.5)
50 (0.2)
(19.8) 0.0
1025 0.0
(303.5) 0.0
(87.6) (0.8)

$31,861.7 $107.1




Table 3.15

2007-09 Enacted Budget Balance Sheet Including 2008
Supplemental

General Fund-State
Dollars in Millions

RESOURCES
Beginning Fund Balance 780.5
February 2008 Forecast 29,462.9
June 2008 Update (49.6)
2008 Legislation with Revenue Impacts (12.3)
2008 Other Revenue Adjustments 1.3
Current Revenue Totals 29,402.4
Legislatively Enacted Fund Transfers 147.2
Spillover to the Emergency Reserve Fund (ERF) 0.0
Transfer to Budget Stabilization Account (132.7)
Total Resources (including beginning fund balance) 30,197.4

EXPENDITURES

2007-09 Enacted Budget 29,622.9
2008 Supplemental Budget 230.4
Governor's Vetoes (15.1)
29,838.2
RESERVES

Projected General Fund Ending Balance 359.2
Emergency Reserve Fund Beginning Balance 293.3
Interest Earnings 9.1
Transfer To Budget Stabilization Account (302.4)
Projected Emergency Reserve Fund Ending Balance 0.0
Budget Stabilization Account Beginning Balance 0.0
Transfer To Budget Stabilization Account (From ERF) 302.4
Transfer from General Fund and Interest Earnings 139.9
Projected Budget Stabilization Account Ending Balance 442.3
Total Reserves (General Fund plus Budget Stabilization) 801.4

House and Senate Fiscal Committees and Office of Financial Management
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Table 3.16

June 2008 Alternative Forecasts Compared to the Baseline Forecast
2007-09 Biennium

(Millions of dollars)

Optimistic Baseline Pessimistic
Forecast by Source Forecast Forecast Forecast
Department of Revenue
Retail Sales $15,800.0 $15,564.7 $15,347.7
Business & Occupation 5,762.2 5,637.7 5,540.0
Use 1,086.0 1,062.9 1,039.6
Public Utility 764.8 765.0 763.9
Property (school levy) 3,079.7 2,996.2 2,905.4
Real Estate Excise 1,312.9 1,274.9 1,222.2
Other 1,295.9 1,257.4 1,219.9
Subtotal 29,1015 28,558.9 28,038.8
Department of Licensing 44.7 43.4 42.1
Insurance Commissioner* 539.9 532.3 524.7
Lottery Commission 5.0 5.0 0.0
State Treasurer - Interest earnings 246.0 166.0 182.0
Liquor Profits & Fees? 92.8 90.9 89.1
Office of Financial Management
Other agencies 15.8 5.8 (4.2)
Total General Fund - State* $30,045.6 $29,402.4 $28,872.6
Difference from February 2008 Baseline $643.2 ($529.8)

1 Insurance premiums, General Fund-State portion.
2 Includes beer and wine surtax.
* Detail may not add to total due to rounding.
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Table 3.17

June 2008 Alternative Forecasts Compared to the Baseline Forecast
2009-11 Biennium

(Millions of dollars)

Optimistic Baseline Pessimistic
Forecast by Source Forecast Forecast Forecast
Department of Revenue
Retail Sales $17,849.8 $16,669.6 $15,571.5
Business & Occupation 6,601.8 6,140.1 5,791.9
Use 1,258.3 1,175.6 1,099.2
Public Utility 862.9 852.6 842.0
Property (school levy) 3,346.0 3,186.7 3,027.3
Real Estate Excise 1,788.4 1,587.8 1,354.3
Other 1,385.4 1,316.3 1,249.6
Subtotal 33,092.7 30,928.7 28,935.9
Department of Licensing 475 46.1 447
Insurance Commissioner?! 601.4 586.7 572.0
Lottery Commission 7.7 5.2 0.0
State Treasurer - Interest earnings 160.8 114.2 63.1
Liquor Profits & Fees? 104.5 102.5 100.4
Office of Financial Management
Other agencies (18.9) (28.9) (38.9)
Total General Fund - State* $33,995.7 $31,754.5 $29,677.3
Difference from June 2008 Baseline $2,241.2 ($2,077.2)

1 Insurance premiums, General Fund-State portion.
2 Includes beer and wine surtax.
* Detail may not add to total due to rounding.
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Table 3.18

Impact of Initiative 728 on the State Property Tax and Lottery Revenue
June 2008 Cash Forecast; Millions of Dollars

I. Disposition of the State portion of the Property Tax

State Levy: Tothe Tothe
Total Receipts General Fund  Student Achievement Account?
2004 1,504.7 1,370.5 134.2
2005 1,568.1 1,372.6 195.5
2003-05 Biennium 3,072.8 2,743.1 329.8
2006 1,610.7 1,365.5 245.2
2007 1,669.7 1,423.1 246.6
2005-07 Biennium 3,280.4 2,788.6 491.8
2008 1,722.6 1,475.4 247.2
2009 1,777.0 1,520.8 256.2
200-09 Biennium 3,499.7 2,996.2 503.4
2010 1,834.3 1,566.4 267.9
2011 1,891.3 1,620.3 2711
2010-11 Biennium 3,725.6 3,186.7 539.0
IIl. Lottery Transfers by Fund*
Exhibition Student School Problem Economic
Lottery: Mariners  Center & Achievement Construction Transferto Gambling Development
Total Transfers:**  General Fund Stadium  Stadium Account? Account! VRDE? Account Account
2004 113.3 0.0 4.0 7.3 76.5 25.5 0.0
2005 112.2 4.3 4.2 7.6 0.0 96.2 0.0
2003-05 Biennium 225.6 43 8.2 14.9 76.5 121.7 0.0
2006 125.1 1.9 4.4 7.9 0.0 107.8 0.0 0.2 3.0
2007 120.6 7.6 45 8.2 0.0 97.0 0.0 0.3 3.0
2005-07 Biennium 245.7 9.5 8.9 16.1 0.0 204.8 0.0 0.4 6.0
2008 118.7 0.0 4.7 8.5 0.0 102.0 0.0 0.3 3.2
2009 124.2 5.0 49 8.9 0.0 102.0 0.0 0.3 3.1
2007-09 Biennium 242.9 5.0 9.6 17.4 0.0 204.0 0.0 0.5 6.3
2010 122.7 2.7 51 9.2 0.0 102.0 0.0 0.3 34
2011 123.1 25 53 9.6 0.0 102.0 0.0 0.3 34
2009-11 Biennium 245.8 52 10.4 18.8 0.0 204.0 0.0 0.6 6.8

* Cash Basis

Total Transfers are equal to total sales less total expenses (prizes,cost of sales, administration etc.)
1 Initiative 728 directs a portion of the state levy to the Student Achievement Account and lottery revenue to the Student Achievement Account and the School

Construction Fund. Prior to Initiative 728 this revenue went into the General Fund.
2 Transfer to the Violence Reduction and Drug Education Account required by 2002 legislation (SSB 6560).
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Table 3.19

General Fund-State And Related Fund*
June 2008 and February 2008 Cash Forecasts
2007-09 & 2009-11 Biennia

Millions of dollars

2007-09 Biennium

Feb. 2008 June 2008

Forecast Forecast Difference

General Fund-State $29,462.9 $29,402.4 $(60.5)
Related Fund*
Health Services Account 1,219.9 1,241.8 22.0
Violence Reduction and Drug Enforce.Acct. 97.1 94.5 (2.6)
Water Quality Account 72.2 71.8 (0.3)
Student Achievement Account 503.4 503.4 0.1
Public Safety and Education Account 203.3 203.6 0.3
Total Related Fund 2,095.8 2,115.2 194
Total General Fund and Related Fund $31,558.8 $31,517.6 $(41.2)

*As defined in RCW 43.135.025; Cash forecast; state sources.

2009-11 Biennium

Feb. 2008 June 2008 Change From 2007-08

Forecast Forecast Difference Amount

$31,917.9 $31,7545 $(163.4)  $2,352.1

$1,289.1 1,294.8 5.7 53.0
$105.2 106.7 1.5 12.2
$90.8 90.8 (0.0) 19.0
$540.4 539.0 (1.4) 35.5
$214.7 214.0 0.7) 10.3
$2,240.2 2,245.2 5.0 130.0

$34,158.0  $33,999.7 $(158.3) 2,482.1

Percent

8.0%

4.3%
12.9%
26.4%

7.1%

5.1%

6.1%

7.9%
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Table 3.20

General Fund-State and Related Fund *
History/Forecast by Fiscal Year (Cash basis)
June 2008 - Millions of Dollars

Combined
General Fund-State
General Fund-State Related Fund* and Related Fund
Level % Change Level Change Level Change

fiscal 1995 8,551.3 247.8 8,799.0

fiscal 1996 8,581.2 0.3% 353.2 42.6% 8,934.4  15%
fiscal 1997 9,056.6 5.5% 392.3 11.1% 9,448.9  5.8%
fiscal 1998 9,640.9 6.5% 416.1 6.1% 10,057.0 6.4%
fiscal 1999 9,979.2 3.5% 434.9 4.5% 10,4141  3.6%
fiscal 2000 10,433.2  4.5% 634.4 45.9% 11,067.5 6.3%
fiscal 2001 10,828.9  3.8% 731.1 15.2% 11,560.0 4.4%
fiscal 2002 10,450.7  -3.5% 1,181.7 61.6% 11,632.4 0.6%
fiscal 2003 10,689.9 2.3% 1,031.3 -12.7% 11,721.2  0.8%
fiscal 2004 11,321.2 5.9% 1,037.2  0.6% 12,358.4 5.4%
fiscal 2005 12,067.3  6.6% 969.0 -6.6% 13,036.3 5.5%
fiscal 2006 13,328.8  10.5% 988.8 2.0% 14,3176  9.8%
fiscal 2007 14,4432  8.4% 1,0242  3.6% 15,467.4  8.0%
fiscal 2008 14,640.3  1.4% 1,040.3  1.6% 15,680.5 1.4%
fiscal 2009 14,762.1  0.8% 1,0750 3.3% 15,837.0 1.0%
fiscal 2010 15,466.0  4.8% 1,110.8 3.3% 16,576.9 4.7%
fiscal 2011 16,2885  5.3% 1,134.4  2.1% 17,422.8 5.1%

*As defined in RCW 43.135.025; Cash forecast; state sources.




income in the pessimistic scenario is 6.2 percent below the baseline forecast by the end of the 2009-11
biennium. Wage and salary employment is 1,900 less than the baseline in the second quarter of calendar
2008 and is 52,700 less by the end of the 2007-09 biennium. In the pessimistic scenario, payroll employ-
ment in the state is 108,700 less than the baseline by the end of the 2009-11 biennium.

The revenue implications of these alternative scenarios are shown in Table 3.16 for the 2007-09
biennium and Table 3.17 for the 2009-11 biennium. The optimistic scenario for the 2007-09 biennium
generates $30,045.6 million, $643.2 million more than the baseline forecast. The pessimistic alternative
produces only $28,872.6 million GFS revenue in the 2007-09 biennium, $529.8 million less than the
baseline forecast. For the 2009-11 biennium the range is much wider. The optimistic forecast generates
$33,995.7 million, $2,241.2 million more than the baseline while the pessimist forecast produces only
$29,677.3 million, $2,077.2 million less than the baseline.

In addition to the official optimistic and pessimistic alternatives, we routinely prepare a third alternative
forecast. This is developed by averaging the forecasts for several key economic indicators made by mem-
bers of the Governor’s Council of Economic Advisors (GCEA). The February 2008 GCEA scenario was
based on the forecast of five members of the GCEA. The GCEA alternative was $162 million lower than
the June 2008 baseline forecast for the 2007-09 biennium and $169 million less than the baseline for the
2009-11 budget period.

Related Fund Forecast for the 2007-09 and 2009-11 Biennia

The June 2008 economic and revenue forecast includes a “related fund” forecast as well as the Gen-
eral Fund-State forecast for the 2007-09 and 2009-11 biennia. Related fund is defined in RCW 43.135.025
and consists of six funds: the public safety and education account, the water quality account, the violence
reduction and drug enforcement account, the student achievement account, and the health services ac-
count. Tables 3.19 and 3.20 summarize the related fund forecast.

The related fund forecast for the 2007-09 biennium is $2,115.2 million, $19.4 million more than
expected in February. The higher related fund forecast includes increases to the forecast of the health
services account (+$22.0 million), the student achievement account ($0.1 million) and the public safety
and education account (+$0.3 million). These increases were partially offset by small reductions to the
forecast of the water quality account (-$0.3 million) and the violence reduction and drug enforcement
account (-$2.6 million). The combined GFS and related fund forecast for the 2007-09 totals $31,517.6
million, $41.2 million less than the February forecast.

The related fund forecast for the 2009-11 is $2,245.2 million. This is $5.0 million, higher than the
February 20078 forecast and is 6.1 percent higher than the forecast for the 2007-09 biennium. The
combined GFS and related fund forecast for the 2009-11 biennium is $33,999.7 million. This is $2,482.1
million, 7.9 percent, more than the forecast of the 2007-09 biennium.
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Table 3.21
Summary of 2008 Legislation

GFS Impact 2007-09 and 2009-11 Biennia By Agency; thousands of dollars

[. 2008 Leqislation Fiscal Fiscal 2007-09  Fiscal Fiscal 2009-11
2008 2009 Biennium 2010 2011 Biennium
Department of Revenue
E2SHB 1621 Manufactured/mobile home - (19) (29) (20) (37) (57)
3SHB 2053 Motor vehicle fuel - (125) (125) (125) (125) (250)
HB 2460 Amphitheater property - (12) (12) (48) (48) (96)
HB 2544 Temporary medical housing - (31) (31) (34) (35) (69)
SHB 2585 Newspaper supplement tax - (867) (867) (1,210) (1,547) (2,757)
HB 2678 Timber industry tax - (34) (34) (17) (17) (34)
ESHB 2847 Weatherization assistance - (276) (276) (285) (293) (578)
ESHB 3096 State route number 520 - (251) (251) (2,725) (12,238) (14,963)
HB 3275 Grocery distribution co-ops - (1,100) (1,100) (2,800) (1,800) (3,600)
SHB 3283 Military personnel/taxes - (53) (53) (58) (58) (116)
ESHB 3303 Polysilicon manufacturers - - - (1,000) (1,000) (2,000)
HB 3362 Energy efficient equipment - (106) (106) (106) - (106)
SB 6375 Trail grooming services tax - (6) (6) (6) (7 (13)
2SSB 6468 Honey beekeeper taxation - (74) (74) (81) (81) (162)
2SSB 6626 Community empowerment zones - - - (1,298) (1,298) (2,596)
SB 6799 Florists’ personal property - 147 147 167 174 341
SSB 6828 Aerospace industry tax - (2.166) (2.166) (2.636) (2917) (5.553)
Subtotal: DOR - (4,973) (4,973) (11,282) (21,327) (32,609)
State Treasurer
EHB 3360 Time certificate of deposit - (210) (210) (320) (320) (640)
SSB 6297 Prosecuting atty salaries = (13) (13) (16) (20) (36)
Subtotal: State Treasurer - (223) (223) (336) (340) (676)
Other Agencies (OFM)
SHB 2602 Victims’ employment leave - 38 38 38 38 76
ESHB 2687 Operating budget - 9 9 9 9 18
EHB 3381 WA health, safety, education - 42 42 46 46 93
SSB 6224 Vendor overpayments (260) (260) (260) (260) (520)
SSB 6297 Prosecuting atty salaries - (903) (903) (903) (903)  (1,806)
E2SSB 6874 Columbiariver water - (6.025) (6,025) (5.,931) (6,051) (11.982)
Subtotal: Other agencies - (7,099) (7,099) (7,001) (7,120) (14,122)
Total GFS Impact of 2008 Legislation - (12,295)  (12,295) (18,619) (28,787) (47,406)

Il. 2008 Budget Driven Revenue and Revenue Adjustments

Liquor Control Board

Policy Enhancements (517)
Office of Financial Management

Correction of PILT Calculation Error 632
Department of Revenue

Correct for Distribution Error 422

Total GFS Budget Driven Revenue and Adj  (307)

1,015

633

1,648

Total: Legislation and Budget Driven Rev (307) (10.647)

498

1,265

422

1,341

633

633

633 1,266

633 1,266

(10.954) (17.986) (28.154) (46.140)
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Special Report: Chapter 4

County Personal Income and
Employment, 2002 to 2006

only income earned from working, but also income derived from dividends, rent, interest

and transfer payments (such as Social Security). Personal contributions to social insurance
programs such as Social Security, however, are not included in personal income because to do so
would count this income twice, as these contributions end up as transfer payments for someone else.
When the total personal income of a region is divided by the population of that region, the result is the
“per capita personal income” of that region.

The U.S. Department of Commerce, Bureau of Economic Analysis (BEA) publishes annual
estimates of personal income on a county-by-county basis broken down by source and by industry. In
April of this year, the bureau released new estimates for 2006 personal income and comprehensively
revised personal income estimates from 2004 to 2005. This report presents details of the income data
from 2002 to 2006. Data prior to 2002 is available through the BEA or the Washington State Eco-
nomic and Revenue Forecast Council.

In 2006, per capita personal income in Washington’s counties ranged from $52,655 in King
County to $20,444 in Ferry County. Chart 4.1 illustrates both the level of per capita personal income
in each county and its sources. The chart orders the counties according to population density, with the
most densely populated counties presented first. The counties are also classified as rural or urban,
with urban counties defined as those with a population density greater than one hundred people per
square mile. The length of the black bar in the chart indicates the total amount of per capita earnings
generated from work within a particular county. Where the bar extends below zero, it indicates that
nonresidents working in that county removed more earnings from the county than county residents
working elsewhere brought into the county. This is indicated by a negative “residence adjustment” in
the personal income tables. In counties where residents working outside the county brought in more
earnings than nonresidents took out, these earnings are indicated by a white bar, which indicates a
positive residence adjustment.

The total amount of per capita income that was derived from earnings by county residents is thus
indicated by the top of the black bar, and the proportion of that income that was earned within the
county is indicated by the relative lengths of the white and black bars.

From the chart, one can see that in general, the most densely populated counties tend to have the
highest per capita personal income. This translates to a difference in per capita personal income

P ersonal income is a measure of the total income received by individuals. It includes not

Chapter 4 69 June 2008



between urban and rural counties of $13,641 in 2006. The chart also indicates a large variation in
sources of income between counties. One example of this variation is the difference between King
and San Juan counties, which were the two counties with the highest per capita personal income in
the state. King County’s above average per capita personal income stemmed from a high level of per
capita earnings. San Juan County’s high per capita personal income, however, was the result of high
levels of income from dividends, interest, and rent.

Commuting, as reflected by “residence adjustments” in Chart 4.1, also has a large effect on county
earnings. For example, in 2000 (the most recent year for which data is available) approximately four
times as many people commuted from other counties to work in King County than the reversel. In
2006, this commuting pattern resulted in a net earnings outflow from King County into other areas of
$13.1 billion. This outflow resulted in a positive residence adjustment for many of the surrounding
counties. Counties in southwest Washington that border on the Portland metropolitan area such as
Clark and Skamania experienced similar large earnings inflows. Skamania County, in fact, had a
higher level of per capita earnings from outside of the county ($11,226) than within ($7,599).

The amount of income that county residents can earn within their own county is a function of job
availability, labor force participation, and average wage per job. The job availability within counties
can be compared by using a “job ratio,” which is calculated by dividing the number of jobs in a
county by the county’s population. Table 4.1 lists 2006 county job ratios, reported as the number of
jobs per 100 residents. The BEA does not publish county data on labor force participation, nor can it
be determined by total employment, since there is no way of counting how many workers have more
than one job. As a substitute, unemployment rates and per capita residence adjustments are also
included in Table 4.1. While these figures do not indicate what portion of the population participates
in the labor force, they can provide an indication of overall labor market behavior. For example,
Snohomish County had a job ratio of 47.9, well below the state average of 60.7. It also, however, had
a large positive per capita residence adjustment of $8,463, indicating that a large amount of the labor
force worked in other counties (in this case, King County). The county’s unemployment rate of 4.5
percent, less than the state average of 4.9 percent, further indicates that county residents as a whole
could find work more easily than the job ratio would seem to indicate. Okanogan County, on the
other hand, had a much higher job ratio of 61.6 but also had a much lower ($726) per capita residence
adjustment. Coupled with the county’s 2006 unemployment rate of 6.6 percent, this indicates that
jobs for residents of the county were relatively hard to find?.

Chart 4.2 indicates 2006 county average earnings per job. The chart orders the counties accord-
ing to population density, with the most densely populated counties presented first. From the chart,
one can see that the difference in average earnings per job between urban and rural counties was even
more pronounced than the difference in per capita personal income, reaching a level of $17,332.

The components of county earnings are detailed in tables 4.2 and 4.3. Table 4.2 indicates the
number of people in each county employed in either full-time or part-time jobs per major industry
classification and the average earnings per job. Table 4.3 lists the sources of 2006 income for each
county, population and per capita personal income, and earnings broken down by major industry.
These tables provide an indication of how much of the difference in per capita earnings between
counties is the result of differences in industry mix.

For example, according to Table 4.2, accommodation and food service employment were among
the lowest paying industries in Washington. Accommodation and food service employment repre-
sented 11.9 percent of jobs in San Juan County, which ranked fourth to last in county earnings per
job. In Snohomish County, however, manufacturing, which was on average the fifth-highest paying
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industry in the state, represented 16.0 percent of jobs. This helped the county to rank second in wages
per job.

Table 4.4 lists the per capita personal income of Washington’s counties and metropolitan areas
from 2002 to 2006 and the amount of growth during that period. From 2002 to 2006, per capita
income in the state’s urban counties grew by 18.2 percent, faster than the 14.2 percent growth in rural
counties. Faster per capita income growth in urban counties during this period is explained by greater
employment growth but slightly slower population growth relative to rural areas.

While there is a wide variation in per capita personal income between rural and urban counties,
there is also variation in the counties’ cost of living. While neither the federal nor the state government
provides a measure of the relative cost of living between counties, the median home price can provide
a good indication. Table 4.5 shows the relationship of 2006 median home prices to per capita per-
sonal income. For example, King County had the highest per capita personal income level, which
was 38 percent higher than the state average, and the second highest median home price, which was
45 percent higher than the state median.

Alternatively, Ferry County had the lowest per capita personal income, which was 46 percent
lower than the state average, and was tied for the eighth lowest median home price, which was 51
percent lower than the state median. This relationship suggests that the difference in per capita per-
sonal income between urban and rural communities may be offset somewhat by their differences in
cost of living.

12000 Journey To Work Statistics, U.S. Census Bureau.

2 Care, however, must be taken when comparing unemployment rates between Washington counties. This is because the yearly
average unemployment rate of counties with high levels of farm employment is inflated by high off-season unemployment. These
counties’ rates will therefore be higher on the average than non-farm counties even though their residents may experience similar
degrees of employment.

s Recall, however, that “jobs” includes both full-time and part-time positions and represents the number of jobs rather than the

amount of time spent in employment.
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2006 County Per Capita Personal Income by Source

(Counties Ordered by Population Density)

Chart 4.1
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Table 4.1
2006 Job Ratio, Unemployment, and Per Capita Residence Adjustment

Per Capita

Total Full and Part- Residence Unemployment

Time Employment Population Job Ratio Adjustment Rate
Washington 3,868,813 6,374,910 60.7 $444 4.9%
King* 1,506,591 1,834,194 82.1 -$7,120 4.1%
Chelan 53,904 70,023 77.0 -$2,653 5.1%
San Juan 10,872 15,144 71.8 $2,975 3.8%
Garfield 1,328 2,118 62.7 $282 5.3%
Okanogan 24,162 39,231 61.6 $726 6.6%
Spokane* 272,875 447,392 61.0 -$1,017 5.0%
Walla Walla 34,106 57,609 59.2 -$1,786 5.4%
Whatcom# 111,468 188,775 59.0 $771 4.5%
Skagit 66,496 114,495 58.1 $1,158 5.2%
Whitman 23,300 41,404 56.3 -$1,911 4.0%
Benton# 87,934 157,549 55.8 $366 5.7%
Thurston* 129,244 233,167 55.4 $5,620 4.6%
Adams 9,024 16,614 54.3 -$372 6.3%
Yakima# 125,212 230,840 54.2 $61 6.8%
Kitsap* 129,473 238,827 54.2 $4,856 4.7%
Jefferson 15,502 29,029 53.4 $5,160 5.0%
Clallam 36,970 69,716 53.0 $452 5.8%
Kittitas 19,680 37,981 51.8 $2,604 5.2%
Grant 42,017 81,348 51.7 -$384 6.5%
Lewis 36,941 72,759 50.8 $869 6.9%
Klickitat 9,880 19,815 49.9 $2,281 7.1%
Columbia 1,975 3,964 49.8 $2,980 8.6%
Pierce* 380,072 763,670 49.8 $5,193 5.1%
Lincoln 5,050 10,217 49.4 $2,667 5.6%
Cowlitz 48,372 98,831 48.9 -$312 6.5%
Grays Harbor 34,141 70,836 48.2 $438 7.0%
Snohomish* 318,597 664,581 47.9 $8,463 4.5%
Pacific 10,202 21,401 47.7 $1,378 6.5%
Island* 38,154 80,857 47.2 $3,248 5.1%
Franklin# 30,861 66,138 46.7 -$818 7.0%
Clark* 183,614 409,230 44.9 $6,454 5.8%
Wahkiakum 1,660 3,949 42.0 $4,944 6.6%
Asotin 8,596 21,049 40.8 $5,581 4.2%
Stevens 16,543 41,293 40.1 $3,394 7.0%
Mason 21,366 54,915 38.9 $5,119 5.8%
Ferry 2,805 7,495 37.4 $1,575 9.2%
Douglas 12,519 35,266 35.5 $6,544 5.0%
Pend Oreille 4,191 12,664 33.1 $3,151 7.4%
Skamania 3,116 10,524 29.6 $11,226 7.0%

Sources: U.S. Department of Commerce, Bureau of Economic Analysis; U.S. Bureau of Labor Statistics.
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Table 4.2
2006 Full-Time and Part-Time Employees?! and Earnings by Major Industry?

Washington Adams Asotin Benton
Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 3,868,813  $48,885 9,024  $25,766 8,596  $31,222 87,934  $46,353
Wage and salary employment 3,117,875  $43,727 6,776  $30,118 6,131  $28,120 73,457  $43,077
Proprietors employment 750,938  $25,756 2,248 -$8,941 2,465  $22,017 14,477  $17,453
Farm proprietors employment 32,705 $4,226 619 -$78,215 174  -$47,511 1,227 $715
Nonfarm proprietors employment® 718,233  $26,736 1,629  $17,382 2,291  $27,297 13,250  $19,003
Farm employment 76,478  $19,187 1,488 -$9,460 229  -$29,664 4,006  $21,798
Nonfarm employment 3,792,335  $49,484 7,536  $32,721 8,367 $32,889 83,928  $47,526
Private employment 3,189,276  $47,658 5,927  $30,710 7,097  $31,749 72,101  $45,698
Forestry, fishing, related activities, and other* 52,630  $39,029 467  $26,807 (D) (D) (D) D)
Mining 5645  $61,920 L L (D) (D) (D) (D)
Utilities 5,076 $135,754 (D) (D) (D) (D) 119  $89,361
Construction 267,204  $52,149 234 $36,962 793  $42,483 5,808  $48,940
Manufacturing 302,905  $79,015 1,063  $43,874 598  $42,791 4,047  $62,375
Wholesale trade 140,669  $67,310 395  $47,714 (D) (D) 1,433  $42,735
Retail Trade 415450  $30,656 882  $19,314 1,087 $28,221 10,819 $23,872
Transportation and warehousing 111,882  $53,786 (D) (D) 154  $35,701 1,092  $35,069
Information 110,707 $115,512 41  $24,878 48  $37,854 949  $40,864
Finance and insurance 151,087  $69,749 137  $33,628 271  $58,649 2,427  $43,489
Real estate and rental and leasing 175,986  $23,322 234 $7,825 391  $12,442 3,087  $15311
Professional and technical services 254,863  $59,916 168  $21,083 398 $23,892 10,741  $75,160
Management of companies and enterprises 35,081  $99,652 0 $0 (D) (D) 378  $81,225
Administrative and waste services 195430  $34,176 129  $20,163 (D) (D) 9,230  $78,765
Educational services 64,856  $21,988 (D) (D) 52 $12,038 758  $16,467
Health care and social assistance 359,238  $45,536 (D) (D) 1,064  $33,902 7,804  $42,979
Arts, entertainment, and recreation 87,359  $21,138 (D) (D) 250  $15,540 1860 $17,923
Accommodation and food services 245510  $20,762 (D) (D) 623  $17,358 5460  $18,206
Other services, except public administration 207,698  $25,065 375  $20,603 803  $35,656 4,145  $22,676
Government and government enterprises 603,059  $59,143 1,609  $40,131 1,270  $39,257 11,827  $58,665
Federal, civilian 69,379  $90,536 48  $68,938 61  $73,738 743 $119,342
Military 77,001 $76,484 53 $35,321 67 $35,179 516 $35,905
State and local 456,679  $51,449 1,508  $39,383 1,142  $37,655 10,568  $55,510
State government 144,474  $51,919 67  $45,507 169  $39,467 1,318  $46,248
Local government 312,205  $51,232 1,441  $39,098 973  $37,340 9,250  $56,830

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees?! and Earnings by Major Industry?
Chelan Clallam Clark Columbia

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 53,904  $33,461 36,970 $32,327 183,614  $41,397 1975  $28,659
Wage and salary employment 42,180  $31,047 25,714  $31,007 140,512  $38,840 1,369  $29,882
Proprietors employment 11,724  $18,503 11,256  $18,163 43,102  $20,277 606 $7,851
Farm proprietors employment 1,215  $24,800 335 -$2,391 1,367 $2,598 235 $4,443
Nonfarm proprietors employment 10,509  $17,774 10,921  $18,794 41,735  $20,856 371 $10,011
Farm employment 5,167  $26,052 415 $2,759 1,687 $7,625 327 $12,508
Nonfarm employment 48,737  $34,246 36,555  $32,662 181,927  $41,710 1,648  $31,864
Private employment 42,073  $31,306 29,332  $28,080 157,886  $39,866 1,158  $25,684
Forestry, fishing, related activities, and other* (D) D) 1,085  $68,166 789  $30,402 D) D)
Mining D) (D) 89  $35775 450 $110,687 (D) (D)
Utilities 51  $28,020 32 $23,500 150  $76,260 (D) (D)
Construction 3422 $38695 3,199 $35630 17,750  $48,761 (D) (D)
Manufacturing 2,429 $48,851 1,872  $50,435 13,924  $62,564 85  $41,635
Wholesale trade 1,748  $44,057 587  $43,780 6,664  $62,089 87  $42,920
Retail Trade 6,323  $24,329 5236  $25/473 19,855  $27,102 168  $15,173
Transportation and warehousing 1,070  $35,418 762  $36,735 5,675  $46,005 (D) (D)
Information 652 $39,595 474 $30,525 3,761 $55,698 16 $12,000
Finance and insurance 1,278  $39,310 1,079  $30,342 6,997  $46,879 47  $26,766
Real estate and rental and leasing 1,898  $24,183 1,809  $11,537 9,326  $20,328 27 $9,407
Professional and technical services 1,957  $32,738 1,948  $25,874 12,330  $55,294 65  $22,108
Management of companies and enterprises 58  $60,638 196  $61,077 879  $86,480 (D) (D)
Administrative and waste services 1,400 $14,166 1,156  $12,078 10,496  $23,776 (D) (D)
Educational services 437  $12,359 331  $11,613 2,198  $13,966 (D) (D)
Health care and social assistance 5,896  $48,392 3,326 $31,474 19,820 $47,233 (D) (D)
Arts, entertainment, and recreation 1,040  $11,136 759 $8,564 4277  $17,724 (D) (D)
Accommodation and food services 3,950  $17,887 2,830 $15,683 11,687  $19,717 (D) (D)
Other services, except public administration 2,571  $20,683 2,562  $18,138 10,858  $23,205 162  $21,056
Government and government enterprises 6,664  $52,806 7,223  $51,270 24,041  $53,822 490  $46,469
Federal, civilian 697 $81,512 428  $79,292 2,837 $102,024 66  $92,439
Military 225 $35,404 577  $56,128 1,313  $35,391 13 $34,846
State and local 5,742  $50,004 6,218  $48,891 19,891  $48,163 411 $39,455
State government 1,186  $49,031 1,244  $49,031 3,689  $45,500 42 $48,286
Local government 4556  $50,257 4,974  $48,856 16,202  $48,770 369  $38,450

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?

Cowlitz Douglas Ferry Franklin
Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 48,372  $40,350 12,519  $30,967 2,805 $27,764 30,861  $36,895
Wage and salary employment 40,215  $35,696 10,503  $28,418 1,840 $28,194 26,349  $31,658
Proprietors employment 8,157  $20,340 2,016  $10,740 965  $10,400 4512  $24,135
Farm proprietors employment 401 $3,449 906 $673 199 $1,588 920 $4,647
Nonfarm proprietors employment: 7,756  $21,213 1,110  $18,957 766  $12,689 3,592  $29,127
Farm employment 597  $11,910 2,665  $16,515 202 $1,698 3,996  $24,079
Nonfarm employment 47,775  $40,706 9,854  $34,876 2,603  $29,787 26,865  $38,801
Private employment 41,702  $39,887 7,617  $30,001 1637 $21,233 21,873  $36,536
Forestry, fishing, related activities, and other* D) D) 790  $29,841 (D) (D) (D) (D)
Mining D) D) L) L) D) D) D) D)
Utilities (D) (D) L (D] 0 $0 (D) (D)
Construction 3432  $67,503 853  $42,142 (D) (D) 1,831  $46,709
Manufacturing 7,683  $65,802 264  $49,178 (D) (D) 2,272 $45,083
Wholesale trade (D) (D) 392  $42,097 (D) (D) 1528  $48,281
Retail Trade 6,151  $24,122 1,348  $28,431 275  $16,844 3429  $28,338
Transportation and warehousing 1,964  $48,371 335  $40,884 (D) (D) (D) (D)
Information 531  $42,685 55  $36,509 20  $17,050 120  $31,642
Finance and insurance 1,333  $40,641 224 $33,353 38 $17,711 410  $31,424
Real estate and rental and leasing 1581  $10,836 197  $13411 134 $4,978 905  $27,278
Professional and technical services 1,351  $34,062 315  $36,203 72 $17,514 819  $46,585
Management of companies and enterprises 36  $41,056 (D) (D) (D) D) 0 $0
Administrative and waste services 1,631  $15,465 (D) (D) (D) (D) 881  $24,619
Educational services 415  $15,564 101 $13,891 (D) (D) 346 $22,486
Health care and social assistance 5361  $41,229 695  $37,517 (D) (D) 2,612  $37,477
Arts, entertainment, and recreation 878  $17,469 405  $23,415 (D) (D) 426 $25,303
Accommodation and food services 3,222 $17,155 699  $13,651 (D) (D) 1,401  $17,530
Other services, except public administration 2,989  $18,988 634  $19,334 176  $14,881 1,649  $24,539
Government and government enterprises 6,073  $46,327 2,237 $51,475 966  $44,283 4,992  $48,728
Federal, civilian 241  $77,788 199 $101,211 163  $76,607 531  $90,277
Military 317  $35,186 119  $36,832 24 $34,958 210  $35,181
State and local 5515  $45,592 1,919  $47,226 779 $37,806 4,251  $44,207
State government 1,156  $43,482 131 $51,038 36  $43,722 1,102  $41,248
Local government 4,359  $46,152 1,788  $46,946 743 $37,520 3,149  $45,242

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?
Garfield Grant Grays Harbor Island

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 1,328  $17,302 42,017 $32,404 34,141  $35461 38,154  $41,890
Wage and salary employment 866  $31,542 34,229 $29,465 27,068  $33,064 26,369  $37,969
Proprietors employment 462  -$28,907 7,788  $14,529 7,083  $13,600 11,785  $12,276
Farm proprietors employment 212 -$71,906 1,854 $8,154 450 $8,216 298 -$1,258
Nonfarm proprietors employment 250 $7,556 5934  $16,520 6,633  $13,965 11,487  $12,627
Farm employment 259  -$53,807 6,818  $24,459 665  $15,343 414 $7,558
Nonfarm employment 1,069 $34,530 35,199 $33,942 33476 $35861 37,740 $42,267
Private employment 576  $19,663 27,672 $29,237 26,772  $33,392 24,281  $23,208
Forestry, fishing, related activities, and other* (D) (D) D) D) D) D) D) D)
Mining L L D) D) D) D) D) D)
Utilities (D) (D) 22 $12,045 (D) (D) 101  $49,822
Construction 41 $19,610 1,876  $33,612 2,147  $39,347 2,944  $33,910
Manufacturing 13 $13 3,807  $52,210 4,448  $55,122 1,174  $33,458
Wholesale trade 143 $36,294 1,197 $41,654 972  $50,646 360  $38,258
Retail Trade 120  $17,500 4,139  $23,570 4,006  $23,827 3,943  $23,242
Transportation and warehousing (D) D) 1,227  $40,459 D) D) 360  $26,508
Information (D) (D) 254  $31,469 289  $34,872 356  $39,410
Finance and insurance 33 $24,939 742 $39,398 905  $36,804 869  $29,719
Real estate and rental and leasing 19 $2,737 1,176  $11,899 1,107  $10,720 2,366  $10,776
Professional and technical services D) D) 892  $30,062 1,056  $37,373 1,777  $25,674
Management of companies and enterprises 0 $0 33 $91,364 94  $58,670 153  $56,039
Administrative and waste services D) D) 1,617  $14,289 807  $14,257 1549  $16,638
Educational services 0 $0 179  $14,039 D) D) 631  $19,141
Health care and social assistance (D) (D) 3451  $28,842 D) D) 2,184  $27,039
Arts, entertainment, and recreation D) D) 470  $14,204 538  $10,857 1,022 $8,968
Accommodation and food services D) D) 2,204  $15,956 2,581  $16,706 2,024  $15,043
Other services, except public administration 56  $14,482 1,818  $20,445 2,170  $18,338 2,142  $18,504
Government and government enterprises 493  $51,901 7,527  $51,240 6,704  $45721 13459  $76,650
Federal, civilian 130  $85,485 628  $89,239 240  $62,946 1,325  $62,509
Military L L 262  $35,176 266  $39,244 8,795  $90,057
State and local 356  $39,963 6,637  $48,278 6,198  $45,332 3,339  $46,949
State government (D) (D) 867  $41,160 1,288  $48,341 435  $37,276
Local government (D) (D) 5,770  $49,348 4,910 $44,543 2,904  $48,398

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2

2006 Full-Time and Part-Time Employees* and Earnings by Major Industry?

Jefferson
Employment Earnings/Job
Total full-time and part-time employment 15,502  $28,629
Wage and salary employment 10,450  $29,378
Proprietors employment 5052  $12,672
Farm proprietors employment 157  $10,573
Nonfarm proprietors employment® 4,895  $12,740
Farm employment 193  $15,415
Nonfarm employment 15,309  $28,796
Private employment 13,070  $25,318
Forestry, fishing, related activities, and other* 327 $21,220
Mining 83  $42,337
Utilities 73 $81,329
Construction 1,431  $29,353
Manufacturing 804  $50,557
Wholesale trade 268  $30,284
Retail Trade 1501  $21,849
Transportation and warehousing 195  $26,882
Information 252  $50,397
Finance and insurance 363  $75,931
Real estate and rental and leasing 886  $11,141
Professional and technical services 1,050 $23,274
Management of companies and enterprises 0 $0
Administrative and waste services 551  $11,799
Educational services 309  $12,660
Health care and social assistance 1,875  $28,692
Arts, entertainment, and recreation 574 $6,723
Accommodation and food services 1,408  $16,609
Other services, except public administration 1,120 $17,575
Government and government enterprises 2,239  $49,096
Federal, civilian 158  $87,544
Military 105  $39,276
State and local 1976  $46,544
State government 314  $53,879
Local government 1,662  $45,158

Source: U.S. Department of Commerce, Bureau of Economic Analysis.

King
Employment Earnings/Job
1,506,591  $61,338
1,233,816 $54,115
272,775  $37,790
1,219 $1,452
271,556  $37,953
1,901 $16,778
1,504,690  $61,395
1,335,235  $61,485
4,729 $100,425
1,298  $46,210
1,033 $295,218
90,083  $63,030
120,972  $97,200
70,015  $81,442
142,087  $37,908
53,871  $63,968
78,541 $143,716
71,403  $88,365
82,499  $29,534
138,927  $72,266
25221 $110,441
88,637  $40,725
30,467  $22,413
127,697  $50,352
39,961  $29,176
94,187  $24,927
73,607  $29,775
169,455  $60,682
21,409  $93,850
7,076  $46,683
140,970  $56,347
54,473  $53,580
86,497  $58,090

Kitsap
Employment Earnings/Job
129,473  $46,002
102,579  $39,688

26,894  $16,900
400  $12,633
26,494  $16,964
470  $15,736
129,003  $46,112
88,729  $31,359
571  $68,708
128  $39,648
161 $85,112
8,237  $42,668
2,151  $58,484
2,059  $46,573
16,036  $25,351
1,387  $47,528
2,034  $42,865
3,616  $49,081
6,177  $13,229
7,830  $39,483
213 $80,009
5,854  $24,326
1,832  $16,028
12,652  $40,318
3,015  $13,229
7,690  $17,770
7,086  $20,867
40,274  $78,615
15,047 $101,902
11,741 $85,031
13,486  $47,047
2,262  $46,039
11,224  $47,250

Kittitas
Employment Earnings/Job
19,680  $31,760
14,674  $29,654
5006  $16,558
883 $9,055
4,123  $18,165
1,285  $17,567
18,395  $32,752
13,907  $28,124
D) )
D) D)
42 $70,167
1937 $43,634
830  $36,651
583  $48,978
2,338 $22,911
424  $37,384
277  $65,758
355  $29,386
599  $14,052
D) D)
D) D)
428 $15,119
244 $12,787
1,106  $28,837
544  $15,954
1,935 $16,348
1,166  $19,253
4,488  $47,092
160 $77,356
126 $44,032
4,202  $46,031
2,240  $49,034
1,962  $42,602




¥ Jo1deyd

08

800¢ aunt

Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?
Klickitat Lewis Lincoln Mason

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 9,880 $30,750 36,941  $34,713 5,050 $20,841 21,366  $32,690
Wage and salary employment 6,573 $31,850 28,473  $33,403 3,190 $28,403 15,849  $30,364
Proprietors employment 3,307  $14,032 8,468  $11,829 1,860 -$5,098 5517  $18,296
Farm proprietors employment 600 -$2,822 1,306 $4,856 649 -$36,810 244 $9,623
Nonfarm proprietors employment 2,707  $17,768 7,162  $13,100 1,211  $11,898 5,273  $18,698
Farm employment 1,269  $14,713 1,609 $9,686 863 -$20,727 473  $25,025
Nonfarm employment 8,611  $33,113 35332 $35,853 4,187  $29,409 20,893  $32,863
Private employment 6,846  $29,902 30,088  $34,385 2,756  $23,952 15,657 $28,564
Forestry, fishing, related activities, and other* (D) (D) 1,826  $37,584 D) D) D) D)
Mining (D) (D) 813  $94,123 (D) (D) (D) (D)
Utilities 51  $90,902 283 $118,438 (D) (D) 33 $34,485
Construction 772 $26,452 2,211 $47,205 289  $32,419 1,586  $33,987
Manufacturing 615  $29,593 3,946  $51,332 (D) (D) 2,248  $51,950
Wholesale trade 185  $33,027 708  $42,052 255  $38,431 701  $31,608
Retail Trade 671  $47,917 5,053  $23,358 485  $15,862 2,368  $22,451
Transportation and warehousing 249  $44,422 1,676  $39,109 D) D) 327  $39,700
Information 63  $27,222 377  $37,130 36  $31,167 163  $24,239
Finance and insurance 185  $25,211 749  $33,286 168  $30,542 625  $35,563
Real estate and rental and leasing 500 $5,180 969  $12,051 104 $3,038 1,078 $7,884
Professional and technical services 624  $47,566 1,022  $29,864 198  $29,152 (D) (D)
Management of companies and enterprises D) D) 92  $44,826 0 $0 D) D)
Administrative and waste services (D) (D) 1,291  $18,301 57  $10,772 522  $13,981
Educational services 49  $13,041 295  $13,434 D) (D) 240  $18,550
Health care and social assistance 405  $22,985 3,386  $38,550 (D) (D) 1,323  $29,351
Arts, entertainment, and recreation 194 $9,918 613 $9,160 98 $7,796 402  $16,759
Accommodation and food services 382 $12,144 2,399  $16,786 153 $9,503 1,238  $17,330
Other services, except public administration 678  $20,198 2,379  $19,492 304  $14,859 1,450  $20,203
Government and government enterprises 1,765  $45,567 5,244  $44,277 1,431  $39,918 5,236  $45,718
Federal, civilian 103  $70,058 233  $70,554 73 $60,137 73 $74,014
Military 64  $35,250 233 $35,047 33 $34,909 177  $35,073
State and local 1,598  $44,402 4778  $43,446 1,325  $38,929 4,986  $45,682
State government 176  $50,131 1,218  $44,700 67  $46,642 951  $52,157
Local government 1,422  $43,693 3,560  $43,016 1,258  $38,518 4,035  $44,156

Source: U.S. Department of Commerce, Bureau of Economic Analysis.




¥ Jo1deyd

18

800¢ aunt

Table 4.2
2006 Full-Time and Part-Time Employees?! and Earnings by Major Industry?
Okanogan Pacific Pend Oreille Pierce

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 24,162  $29,697 10,202  $27,151 4,191 $36,618 380,072  $46,982
Wage and salary employment 17,770  $25,163 7,307  $26,848 3,022  $33,544 314,013  $39,978
Proprietors employment 6,392  $25,259 2,895  $11,305 1,169 $20,789 66,059  $25,385
Farm proprietors employment 1,453  $26,891 278  $26,813 270 -$893 1,128 $5,076
Nonfarm proprietors employment 4,939  $24,778 2,617 $9,658 899  $27,300 64,931  $25,738
Farm employment 4,531  $23,676 402 $27,284 275 -$676 1,752  $16,303
Nonfarm employment 19,631  $31,087 9,800  $27,146 3,916  $39,237 378,320 $47,124
Private employment 14,301  $25,632 7,698  $21,670 2,570 $34,482 293,638  $40,972
Forestry, fishing, related activities, and other* 1,721  $20,590 1,021 $24,872 144 $40,014 1,417  $32,231
Mining 76 $41,763 53  $34,642 44 $34,295 347  $77,386
Utilities 43 $83,302 (D) (D) 0 $0 703  $112,319
Construction 1,308  $28,109 491  $22,949 302 $19,278 30,709  $54,273
Manufacturing 497  $15,614 1,099  $34,498 417 $104,966 20,328  $65,953
Wholesale trade 420  $64,229 (D) (D) 27  $24,185 12,169  $53,918
Retail Trade 2430  $37,337 935  $20,003 361  $18,632 42,218  $28,145
Transportation and warehousing 354  $30,116 89  $28,056 94  $25,096 13,057 $52,764
Information 195  $39,441 70  $27,571 59  $32,034 4,392  $50,626
Finance and insurance 481  $27,160 264  $38,250 84  $28,786 14,289  $64,181
Real estate and rental and leasing 784  $10,260 517 $4,758 15 $8,322 15,837  $23,878
Professional and technical services 721 $21,706 (D) (D) 125 $28,064 16,207  $45,732
Management of companies and enterprises D) D) D) D) 0 $0 1,255  $73,543
Administrative and waste services (D) (D) 199  $13437 70 $13,357 19,281  $31,207
Educational services 124 $12,645 30 $2,033 26 $21,462 6,954  $24,768
Health care and social assistance 1,632  $29,599 620  $24,769 160  $19,819 40,285  $51,446
Arts, entertainment, and recreation 402 $7,104 202 $9,658 (D) (D) 7,173  $16,708
Accommodation and food services 1,481  $16,297 1,013  $14,331 (D) (D) 24271  $18,859
Other services, except public administration 1,132 $17,981 680  $17,935 266  $19,102 22,746  $24,787
Government and government enterprises 5330  $45,722 2,102  $47,200 1,346  $48,316 84,682  $68,455
Federal, civilian 479  $85,140 69  $62,449 115  $81,948 10,542  $76,557
Military 127 $34,992 179  $54,525 41  $35,073 29,549  $89,018
State and local 4,724  $42,014 1,854  $45,926 1,190 $45,523 445901  $52,914
State government 317  $45,511 299  $47,247 37 $45351 11543  $49,135
Local government 4,407  $41,762 1555  $45,671 1,153  $45528 33,048 $54,234

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?
San Juan Skagit Skamania Snohomish

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 10,872  $25,385 66,496  $39,919 3,116  $29,521 318,597  $47,922
Wage and salary employment 6,232  $28,659 51,422  $34,059 2,284  $28,959 258,321  $43,160
Proprietors employment 4,640 $12,208 15,074  $30,605 832 $8,385 60,276  $18,685
Farm proprietors employment 193 -$2,031 804 $5,693 74 -$2,743 1,285 -$8,746
Nonfarm proprietors employment: 4447  $12,826 14,270  $32,008 758 $9,471 58,991  $19,282
Farm employment 228 $4,412 2,568  $29,077 101 $1,931 1,959 $6,647
Nonfarm employment 10,644  $25,834 63,928  $40,354 3,015 $30,445 316,638  $48,177
Private employment 9,557 $23,763 53,118 $39,056 2,194 $24,221 272,434 $46,648
Forestry, fishing, related activities, and other (D) (D) 1,602  $42,712 D) D) 1,635 $52,410
Mining D) D) 99  $50,253 (D) D) 370  $62,595
Utilities 83 $93,687 187 $92,695 0 $0 128  $73,109
Construction 1,499 $33,624 5,765 $49,958 179 $24,251 29,065 $49,810
Manufacturing 483 $24,588 6,000 $82,410 226 $47,084 50,835 $88,968
Wholesale trade 143 $26,783 1,245 $46,149 38 $31,105 8,682 $56,079
Retail Trade 954 $32,000 9,679 $34,782 197 $17,756 38,708 $28,156
Transportation and warehousing 180  $19,244 1,522  $40,936 61  $35,557 5212  $41,152
Information 143 $25,944 668  $37,027 20  $17,750 6,021  $53,168
Finance and insurance 241 $33,369 2,096  $50,550 61 $20,639 13,087 $66,751
Real estate and rental and leasing 924  $11,885 3,058  $13,636 (D) (D) 12,956  $21,020
Professional and technical services (D) (D) 2,898  $36,492 141  $34,766 15,588  $49,115
Management of companies and enterprises D) D) 162  $62,691 (D) D) 1,528  $71,971
Administrative and waste services 605  $11,517 1,922  $18,781 (D) (D) 15439  $26,120
Educational services 180  $19,517 717 $13,863 (D) (D) 3,568  $22,399
Health care and social assistance 513  $25,357 5,727  $37,606 (D) (D) 25,709  $42,581
Arts, entertainment, and recreation 551 $9,276 1,260 $12,824 62 $6,726 6,451  $15,752
Accommodation and food services 1,293  $22,580 4,644  $18,395 626  $23,949 19,900  $19,359
Other services, except public administration 778  $17,059 3,867  $24,226 205 $17,259 17,552  $24,060
Government and government enterprises 1,087  $44,047 10,810 $46,732 821  $47,079 44,204  $57,603
Federal, civilian 67  $68,940 418  $74,737 159  $76,925 2,345  $76,717
Military 48 $35,354 366 $35,079 34 $35,353 7,370 $71,438
State and local 972  $42,760 10,026  $45,990 628  $40,158 34,489  $53,347
State government 190  $30,932 1,614  $44,957 39  $46,538 5,347  $48,492
Local government 782  $45,634 8,412  $46,189 589  $39,735 29,142  $54,238

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?

Spokane Stevens Thurston Wahkiakum
Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 272,875  $39,259 16,543  $29,568 129,244  $40,950 1,660  $24,228
Wage and salary employment 225,049  $35539 11,272  $29,798 104,245  $38,228 995  $28,520
Proprietors employment 47,826  $16,573 5271  $12,442 24,999  $16,665 665 $8,293
Farm proprietors employment 1,879  -$4,861 1,175  -$1,940 934  -$4,806 138  -$3,688
Nonfarm proprietors employment 45947  $17,450 4,096 $16,568 24,065 $17,498 527  $11,431
Farm employment 2,156 -$525 1,234 -$717 1575  $12,912 140  -$3,257
Nonfarm employment 270,719  $39,576 15309  $32,009 127,669  $41,296 1520 $26,760
Private employment 232,478  $37,125 12,186  $28,775 90,452  $35,051 1,230  $23,092
Forestry, fishing, related activities, and other* 594  $19,202 772 $34,851 1,443  $43,691 359  $37,847
Mining 427 $51,304 97  $39,588 124 $42,460 L L
Utilities 598 $107,619 D) D) 249  $98,345 0 $0
Construction 18,800  $41,662 1,064  $28,867 7,992  $47,357 89  $18,876
Manufacturing 18,639  $57,559 1,619  $48,998 3,291  $56,073 75  $33,973
Wholesale trade 12,291  $48,521 (D) (D) 3,286  $79,674 (D) (D)
Retail Trade 33,623  $27,855 1,849  $24,998 14,719  $25,453 114 $13491
Transportation and warehousing 7,314  $46,743 489  $33,900 2,518  $35,820 (D) (D)
Information 4,102  $45381 136  $20559 1,598  $50,557 D) D)
Finance and insurance 14,317  $53,874 313  $30,751 4,096  $49,354 34 $20471
Real estate and rental and leasing 9,750  $19,156 654 $7,387 4,667  $17,019 (D) (D)
Professional and technical services 14,472 $44,090 470  $23,443 6,461  $38,609 50 $8,920
Management of companies and enterprises 2,806  $77,051 D) D) 544  $72,467 0 $0
Administrative and waste services 15,051  $24,778 (D) (D) 5675  $21,054 54  $12,333
Educational services 6,407  $26,580 120  $10,125 2,752 $24,950 (D) (D)
Health care and social assistance 34,220  $43,648 1,828  $33,437 13,016  $44,253 (D) (D)
Arts, entertainment, and recreation 5,384  $12,449 259  $14,023 2,466  $12,901 (D) (D)
Accommodation and food services 18,384  $19,395 769  $12,717 7,747  $18,329 (D) (D)
Other services, except public administration 15299  $22,434 1,092  $19,415 7,808  $25,452 92 $17,141
Government and government enterprises 38,241  $54,478 3,123  $44,628 37,217  $56,476 290  $42,317
Federal, civilian 4,600  $84,759 349  $80,713 970  $91,016 16  $58,688
Military 4,268  $68,352 135  $35,044 777 $41,318 13 $34,385
State and local 29,373  $47,719 2,639  $40,346 35,470  $55,863 261  $41,709
State government 10,201  $47,949 334  $52,341 23,988  $60,485 (D) (D)
Local government 19,172 $47,597 2,305 $38,607 11,482  $46,206 (D) (D)

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.2
2006 Full-Time and Part-Time Employees! and Earnings by Major Industry?
Walla Walla Whatcom Whitman Yakima

Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job Employment Earnings/Job
Total full-time and part-time employment 34,106  $34,142 111,468  $37,167 23,300 $34,109 125212  $35,033
Wage and salary employment 27,274  $32,054 87,330 $33,376 18,773  $30,804 103,394  $30,626
Proprietors employment 6,832  $10,348 24,138  $20,587 4527  $10,794 21,818  $23,633
Farm proprietors employment 870 -$38,585 1,417 $4,127 1,065 $1,307 3,872  $38,407
Nonfarm proprietors employment: 5962 $17,488 22,721  $21,613 3462  $13,712 17,946  $20,445
Farm employment 2,877 $9,120 3,108  $20,650 1,409 $7,715 15,165  $32,092
Nonfarm employment 31,229  $36,447 108,360 $37,641 21,891  $35,808 110,047  $35,439
Private employment 25,907  $32,726 93,023  $35,941 12,322 $27,562 92,176  $32,998
Forestry, fishing, related activities, and other* D) D) 1612  $25,932 D) D) 10,419  $27,760
Mining D) D) 251 $60,753 D) D) 42 $31,571
Utilities 113 $107,177 233 $75,536 (D) (D) 210  $91,448
Construction 1,757  $36,080 10,839  $48,625 718  $36,390 5475  $40,298
Manufacturing 3811  $55,573 9,204  $61,927 1,309  $61,640 9,662 $46,572
Wholesale trade 856 $40,211 3,727  $69,955 733 $39,974 4,897  $51,335
Retail Trade 3,545  $22,005 13,345  $28,655 1,689  $20,229 12,764  $24,936
Transportation and warehousing 452  $41,496 2,485  $38,994 (D) (D) 3,732 $40,511
Information 422 $45,026 2,082  $39,180 239  $20,971 1,204  $40,801
Finance and insurance 1,025  $46,922 3,044  $47,800 456  $35,873 2,945  $43,581
Real estate and rental and leasing 1,039  $13,697 4,261  $18,189 712 $11,074 3,487  $14,832
Professional and technical services (D) (D) 6,327  $37,506 881  $18,040 3,453  $36,558
Management of companies and enterprises D) D) 548  $57,945 28  $13,607 542  $61,054
Administrative and waste services 798  $18,684 4,747  $20,774 239 $8,008 3,223 $19,193
Educational services 1,618  $32,061 1,450 $12,881 196 $7,474 1557  $20,137
Health care and social assistance 3,994  $40,232 10,813  $39,024 1,461  $33,075 14,646  $40,530
Arts, entertainment, and recreation 547  $12,954 3,001  $11,840 297 $9,801 1,760  $15,393
Accommodation and food services 1,750  $15,062 8,631  $16,663 1590 $12,671 6,319 $17,679
Other services, except public administration 1,887  $17,446 6,423  $21,704 1,132 $15,990 5839  $21,626
Government and government enterprises 5322  $54,560 15,337  $47,953 9,569  $46,427 17,871  $48,027
Federal, civilian 903 $101,483 1,134 $101,515 279  $74,341 1,341  $80,236
Military 187  $38,540 652  $38,868 140  $46,457 796  $39,122
State and local 4,232 $45,256 13,551  $43,908 9,150  $45,575 15,734  $45,732
State government 1,766  $48,301 4,266  $44,596 (D) (D) 2,985  $49,954
Local government 2,466  $43,075 9,285  $43,592 (D) (D) 12,749  $44,744

Source: U.S. Department of Commerce, Bureau of Economic Analysis.




Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Washington Adams Asotin  Benton Chelan
Income by Place of Residence
Personal income (thousands of dollars) 243,597,024 362,220 603,867 5,017,697 2,179,496
Nonfarm personal income 242,129,634 376,296 610,660 4,930,376 2,044,885
Farmincome® 1,467,390 -14,076 -6,793 87,321 134,611
Population (persons)® 6,374,910 16,614 21,049 157,549 70,023
Per capita personal income (dollars) 38,212 21,802 28,689 31,848 31,125
Derivation of Total Personal Income
Earnings by place of work 189,127,666 232,511 268,387 4,076,046 1,803,655
less: Personal contributions for social insurance’ 23,053,875 34,162 35,132 520,559 214,905
plus: Adjustment for residence® 2,830,685 -6,186 117,482 57,593 -185,806
equals: Net earnings by place of residence 168,904,476 192,163 350,737 3,613,080 1,402,944
plus: Dividends, interest, and rent® 42,640,374 75,259 99,560 630,631 378,798
plus: Transfer payments 32,052,174 94,798 153,570 773,986 397,754
Earnings by Place of Work
Wage and salary disbursements 136,336,423 204,077 172,405 3,164,300 1,309,544
Other labor income 33,450,348 48,534 41,711 659,081 277,187
Proprietors’ income®® 19,340,895 -20,100 54,271 252,665 216,924
Farm proprietors’ income 138,214 -48,415 -8,267 877 30,132
Nonfarm proprietors’ income 19,202,681 28,315 62,538 251,788 186,792
Earnings by Industry
Farm earnings 1,467,390 -14,076 -6,793 87,321 134,611
Nonfarm earnings 187,660,276 246,587 275,180 3,988,725 1,669,044
Private earnings 151,993,766 182,017 225,323 3,294,896 1,317,142
Forestry, fishing, related activities, and other* 2,054,113 12,519 (D) (D) (D)
Forestry and logging 502,513 0 564 1,724 2,916
Fishing, hunting, and trapping 669,407 0 2,257 12,367 2,605
Agriculture and forestry support activities 882,193 12,519 (D) (D) (D)
Other* 0 0 0 0 0
Mining 349,540 (L) (D) (D) (D)
Oil and gas extraction 35,960 (L) (L) (L) 197
Mining (except oil and gas) 285,188 0 (D) (D) (D)
Support activities for mining 28,392 0 0 0 0
Utilities 689,088 (D) (D) 10,634 1,429
Construction 13,934,517 8,649 33,689 284,241 132,415
Construction of buildings 4,256,488 1,283 7,929 90,650 55,879
Heavy and civil engineering construction 2,158,801 2,416 13,124 52,124 23,725
Specialty trade contractors 7,519,228 4,950 12,636 141,467 52,811
Manufacturing 23,934,151 46,638 25,589 252,430 118,659
Durable goods manufacturing 18,089,407 1,391 24,909 66,429 83,446
Wood product manufacturing 1,121,153 (D) (D) (L) 8,736
Nonmetallic mineral product manufacturing 614,086 (D) (D) 1,662 12,102
Primary metal manufacturing 398,579 0 0 15,384 44,868
Fabricated metal product manufacturing 1,072,090 0 (D) 8,273 2,569
Machinery manufacturing 992,106 (D) 2,401 1,290 2,516
Computer and electronic product manufacturing 1,988,481 0 0 21,894 (D)
Electrical equipment and appliance manufacturing 345,796 0 0 (D) 0
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Table 4.3 (cont’d)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Washington Adams Asotin  Benton Chelan

Motor vehicle manufacturing (D) 0 (D) (D) (L)
Transportation equipment mfg. excl. motor vehicle (D) 0 (D) (D) (D)
Furniture and related product manufacturing 429,489 0 1,410 1,181 1,117
Miscellaneous manufacturing 780,285 0 1,122 7,393 2,207
Nondurable goods manufacturing 5,844,744 45,247 680 186,001 35,213
Food manufacturing 1,768,043 44,366 (D) 70,198 14,001
Beverage and tobacco product manufacturing 270,664 0 0 27,059 2,693
Textile mills 29,361 0 0 0 (D)
Textile product mills 98,715 0 (D) (D) (D)
Apparel manufacturing 116,544 0 (D) 0 (D)
Leather and allied product manufacturing 17,809 0 0 (D) (L)
Paper manufacturing 1,193,131 0 0 (D) (D)
Printing and related support activities 471,437 (L) 61 2,230 902
Petroleum and coal products manufacturing 441,559 0 0 0 0
Chemical manufacturing 874,367 (D) 0 86,039 (D)
Plastics and rubber products manufacturing 563,114 (D) (D) (D) 10,829
Wholesale trade 9,468,454 18,847 (D) 61,239 77,012
Retalil Trade 12,736,016 17,035 30,676 258,266 153,830
Motor vehicle and parts dealers 2,376,345 2,470 3,457 39,922 36,839
Furniture and home furnishings stores 574,131 (D) (D) 7,146 6,263
Electronics and appliance stores 523,434 200 299 9,161 2,423
Building material and garden supply stores 1,137,862 2,197 2,628 27,289 21,867
Food and beverage stores 2,108,238 2,053 6,055 30,846 26,851
Health and personal care stores 627,191 (D) 3,310 12,952 3,728
Gasoline stations 497,522 2,155 (D) 18,478 11,018
Clothing and clothing accessories stores 883,311 200 993 14,679 4,332
Sporting goods, hobby, book and music stores 418,665 (D) 669 12,467 5,752
General merchandise stores 1,761,957 (D) 8,686 63,426 18,354
Miscellaneous store retailers 754,600 935 2,092 17,910 14,510
Nonstore retailers 1,072,760 (D) 411 3,990 1,893
Transportation and warehousing 6,017,655 (D) 5,498 38,295 37,897
Air transportation 917,031 0 292 (D) (D)
Rail transportation (D) 545 0 384 6,397
Water transportation 288,607 0 (D) 0 (D)
Truck transportation 1,708,622 11,105 1,361 5,620 11,198
Transit and ground passenger transportation 200,588 51 (L) 1,877 759
Pipeline transportation 19,973 0 0 0 0
Scenic and sightseeing transportation 44,975 0 (D) (D) (D)
Support activities for transportation 1,435,624 9,346 (D) 6,440 4,698
Couriers and messengers (D) (D) (D) (D) 4,750
Warehousing and storage 495,043 (D) (L) 11,837 7,439
Information 12,787,966 1,020 1,817 38,780 25,816
Publishing industries, except Internet 8,214,397 (D) (D) 14,320 (D)
Motion picture and sound recording industries 146,317 (D) (D) (D) (D)
Broadcasting, except Internet 1,395,448 0 0 6,945 5,587
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?2, 2006
(Thousands of Dollars)

Washington Adams Asotin  Benton Chelan

Internet publishing and broadcasts 217,842 0 0 0 0
Telecommunications 2,275,849 (D) 1,662 16,529 9,858
ISPs, search portals, and data processing 478,567 (D) (D) (D) (D)
Other information services 59,546 0 0 (L) (L)
Finance and insurance 10,538,195 4,607 15,894 105,548 50,238
Monetary authorities - central bank (D) 0 0 0 0
Credit intermediation and related activities 4,943,688 2,924 11,419 58,259 29,552
Securities, commodity contracts, investments 1,858,755 215 1,216 (D) 6,022
Insurance carriers and related activities 3,447,721 1,468 3,259 37,508 14,664
Funds, trusts, and other financial vehicles (D) 0 0 (D) 0
Real estate and rental and leasing 4,104,287 1,831 4,865 47,266 45,899
Real estate 3,448,062 (D) 1,416 35,793 37,238
Rental and leasing services 596,363 (D) 3,449 11,473 8,661
Lessors of nonfinancial intangible assets 59,862 0 0 0 0
Professional and technical services 15,270,481 3,542 9,509 807,297 64,069
Management of companies and enterprises 3,495,884 0 (D) 30,703 3,517
Administrative and waste services 6,679,092 2,601 (D) 727,005 19,833
Administrative and support services 5,615,933 (D) 4,455 57,025 16,137
Waste management and remediation services 1,063,159 (D) (D) 669,980 3,696
Educational services 1,426,057 (D) 626 12,482 5,401
Health care and social assistance 16,358,430 (D) 36,072 335,406 285,318
Amubulatory health care services 8,630,865 15,224 14,124 200,062 149,398
Hospitals 4,215,475 0 (D) (D) (D)
Nursing and residential care facilities 1,873,089 3,527 5,759 32,841 31,824
Social assistance 1,639,001 (D) (D) (D) (D)
Arts, entertainment, and recreation 1,846,603 (D) 3,885 33,337 11,581
Performing arts and spectator sports 840,708 0 (D) 2,470 (D)
Museums, historical sites, zoos, and parks 94,820 0 (D) 619 (D)
Amusement, gambling, and recreation 911,075 (D) 3,427 30,248 9,941
Accommodation and food services 5,097,204 (D) 10,814 99,406 70,654
Accommodation 1,001,930 (D) 2,487 14,655 28,879
Food services and drinking places 4,095,274 6,208 8,327 84,751 41,775
Other services, except public administration 5,206,033 7,726 28,632 93,994 53,177
Repair and maintenance 1,619,952 3,308 (D) 28,043 11,885
Personal and laundry services 998,911 (D) (D) 19,464 5,221
Membership associations and organizations 2,020,286 3,766 5,376 (D) 21,579
Private households 566,884 (D) (D) (D) 14,492
Government and government enterprises 35,666,510 64,570 49,857 693,829 351,902
Federal, civilian 6,281,318 3,309 4,498 88,671 56,814
Military 5,889,334 1,872 2,357 18,527 7,966
State and local 23,495,858 59,389 43,002 586,631 287,122
State government 7,500,965 3,049 6,670 60,955 58,151
Local government 15,994,893 56,340 36,332 525,676 228,971
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Clallam Clark Columbia Cowlitz Douglas
Income by Place of Residence
Personal income (thousands of dollars) 2,155,251 13,492,375 110,352 2,646,769 902,031
Nonfarm personal income 2,154,106 13,479,512 106,262 2,639,659 858,019
Farmincome® 1,145 12,863 4,090 7,110 44,012
Population (persons)® 69,716 409,230 3,964 98,831 35,266
Per capita personal income (dollars) 30,915 32,970 27,839 26,781 25,578
Derivation of Total Personal Income
Earnings by place of work 1,195,121 7,601,107 56,602 1,951,820 387,681
less: Personal contributions for social insurance’ 156,270 959,908 7,280 261,284 53,617
plus: Adjustment for residence® 31,498 2,641,327 11,812  -30,808 230,788
equals: Net earnings by place of residence 1,070,349 9,282,526 61,134 1,659,728 564,852
plus: Dividends, interest, and rent® 554,642 2,362,508 19,522 355,948 139,244
plus: Transfer payments 530,260 1,847,341 29,696 631,093 197,935
Earnings by Place of Work
Wage and salary disbursements 797,319 5,457,463 40,908 1,435,528 298,477
Other labor income 193,357 1,269,653 10,936 350,379 67,552
Proprietors’ income®® 204,445 873,991 4,758 165,913 21,652
Farm proprietors’ income -801 3,551 1,044 1,383 610
Nonfarm proprietors’ income 205,246 870,440 3,714 164,530 21,042
Earnings by Industry
Farm earnings 1,145 12,863 4,090 7,110 44,012
Nonfarm earnings 1,193,976 7,588,244 52,512 1,944,710 343,669
Private earnings 823,650 6,294,315 29,742 1,663,368 228,519
Forestry, fishing, related activities, and other* 73,960 23,987 (D) (D) 23,574
Forestry and logging 57,285 10,671 (D) 53,654 (D)
Fishing, hunting, and trapping 13,166 (D) (D) (D) 2,648
Agriculture and forestry support activities 3,509 (D) (D) 13,745 (D)
Other* 0 0 0 0 0
Mining 3,184 49,809 (D) (D) 211
Oil and gas extraction (L) 19,195 (L) (L) 0
Mining (except oil and gas) 3,059 30,614 (D) (D) 195
Support activities for mining 94 0 0 (D) (L)
Utilities 752 11,439 (D) (D) 191
Construction 113,980 865,502 (D) 231,671 35,947
Construction of buildings 42,875 309,630 638 61,136 11,714
Heavy and civil engineering construction 18,961 138,359 3,208 27,385 7,732
Specialty trade contractors 52,144 417,513 (D) 143,150 16,501
Manufacturing 94,414 871,145 3,539 505,560 12,983
Durable goods manufacturing 53,130 564,157 (D) 179,142 (D)
Wood product manufacturing 36,415 42,882 (D) 71,768 (D)
Nonmetallic mineral product manufacturing 2,298 21,571 (D) 7,389 (D)
Primary metal manufacturing 92 (D) 0 (D) 0
Fabricated metal product manufacturing 1,799 69,287 0 14,113 (D)
Machinery manufacturing 58 106,474 0 26,348 (D)
Computer and electronic product manufacturing (D) 210,818 0 (D) 0
Electrical equipment and appliance manufacturing (D) 10,878 0 (L) 0
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Clallam Clark Columbia Cowlitz Douglas

Motor vehicle manufacturing (D) (D) 0 (D) 0
Transportation equipment mfg. excl. motor vehicle (D) (D) (D) (D) (D)
Furniture and related product manufacturing 1,370 19,612 (L) 6,293 (D)
Miscellaneous manufacturing 2,846 29,288 0 8,690 (D)
Nondurable goods manufacturing 41,284 306,988 (D) 326,418 (D)
Food manufacturing 1,981 53,168 (D) (D) 68
Beverage and tobacco product manufacturing (D) 538 (D) 0 257
Textile mills 0 (D) 0 0 0
Textile product mills (D) 1,580 0 (D) 0
Apparel manufacturing (L) 2,328 0 0 (L)
Leather and allied product manufacturing 80 (D) 0 (L) 0
Paper manufacturing (D) 152,452 0 263,659 0
Printing and related support activities 1,273 6,370 0 2,991 (D)
Petroleum and coal products manufacturing 0 (D) 0 (D) 0
Chemical manufacturing (D) 30,788 0 19,592 0
Plastics and rubber products manufacturing (D) 31,930 0 6,039 (L)
Wholesale trade 25,699 413,761 3,734 (D) 16,502
Retail Trade 133,378 538,112 2,549 148,376 38,325
Motor vehicle and parts dealers 18,713 94,424 116 36,980 4,691
Furniture and home furnishings stores 6,791 21,013 (D) 3,483 (D)
Electronics and appliance stores 1,991 13,986 (D) 2,025 (D)
Building material and garden supply stores 15,175 57,025 (D) 17,683 323
Food and beverage stores 25,195 76,273 (D) 26,263 5,086
Health and personal care stores 9,542 29,648 (D) 6,948 1,094
Gasoline stations 10,246 25,595 389 11,241 2,149
Clothing and clothing accessories stores 3,461 32,810 0 4,069 1,760
Sporting goods, hobby, book and music stores 2,258 11,973 (D) 2,593 681
General merchandise stores 28,155 109,274 (D) 28,277 16,145
Miscellaneous store retailers 8,463 27,678 100 6,896 1,575
Nonstore retailers 3,388 38,413 (L) 1,918 1,508
Transportation and warehousing 27,992 261,080 (D) 95,001 13,696
Air transportation (D) (D) 0 202 (D)
Rail transportation 0 48,662 0 12,099 0
Water transportation 2,645 (D) 0 138 0
Truck transportation 17,270 123,789 (D) 31,726 3,443
Transit and ground passenger transportation (D) 6,785 (D) 683 (L)
Pipeline transportation 0 0 0 (D) 0
Scenic and sightseeing transportation (D) 635 0 (D) 94
Support activities for transportation 1,837 40,066 0 33,818 1,190
Couriers and messengers (D) (D) 0 5,152 (D)
Warehousing and storage 0 10,502 0 10,590 (D)
Information 14,469 209,479 192 22,666 2,008
Publishing industries, except Internet 7,689 45,517 (D) 7,468 (D)
Motion picture and sound recording industries (D) 2,425 (D) 844 (D)
Broadcasting, except Internet (D) (D) 0 1,517 59
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Clallam Clark Columbia Cowlitz Douglas

Internet publishing and broadcasts (D) (D) 0 (L) 0
Telecommunications 3,414 134,209 (D) 10,967 (D)
ISPs, search portals, and data processing (D) 24,257 0 (D) 0
Other information services (L) (L) 0 (D) 0
Finance and insurance 32,739 328,011 1,258 54,174 7,471
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities 16,970 240,170 (D) 38,239 5,468
Securities, commodity contracts, investments 6,892 (D) 93 (D) 123
Insurance carriers and related activities 8,877 65,734 (D) 12,275 1,880
Funds, trusts, and other financial vehicles 0 (D) 0 (D) 0
Real estate and rental and leasing 20,870 189,583 254 17,132 2,642
Real estate 16,567 112,124 200 12,746 1,701
Rental and leasing services (D) 76,963 54 (D) 941
Lessors of nonfinancial intangible assets (D) 496 0 (D) 0
Professional and technical services 50,403 681,781 1,437 46,018 11,404
Management of companies and enterprises 11,971 76,016 (D) 1,478 (D)
Administrative and waste services 13,962 249,550 (D) 25,223 (D)
Administrative and support services 10,640 231,936 (D) 21,249 3,544
Waste management and remediation services 3,322 17,614 (L) 3,974 (D)
Educational services 3,844 30,697 (D) 6,459 1,403
Health care and social assistance 104,682 936,157 (D) 221,031 26,074
Amubulatory health care services 72,558 508,331 1,073 100,988 14,430
Hospitals 0 (D) 0 (D) 0
Nursing and residential care facilities 20,799 125,555 (D) 24,977 7,959
Social assistance 11,325 (D) (D) (D) 3,685
Arts, entertainment, and recreation 6,500 75,804 (D) 15,338 9,483
Performing arts and spectator sports 709 (D) (L) (D) (D)
Museums, historical sites, zoos, and parks 109 (D) (D) (D) (D)
Amusement, gambling, and recreation 5,682 71,219 (D) 14,362 8,796
Accommodation and food services 44,382 230,438 (D) 55,272 9,542
Accommodation 11,598 42,535 (D) 6,387 661
Food services and drinking places 32,784 187,903 592 48,885 8,881
Other services, except public administration 46,469 251,964 3,411 56,756 12,258
Repair and maintenance 19,294 73,597 724 16,327 1,789
Personal and laundry services 4,590 47,834 (D) (D) 1,273
Membership associations and organizations 17,219 103,185 (D) 27,873 (D)
Private households 5,366 27,348 1,693 (D) (D)
Government and government enterprises 370,326 1,293,929 22,770 281,342 115,150
Federal, civilian 33,937 289,441 6,101 18,747 20,141
Military 32,386 46,468 453 11,154 4,383
State and local 304,003 958,020 16,216 251,441 90,626
State government 60,994 167,849 2,028 50,265 6,686
Local government 243,009 790,171 14,188 201,176 83,940
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006

(Thousands of Dollars)

Ferry Franklin Garfield Grant Grays Harbor
Income by Place of Residence
Personal income (thousands of dollars) 153,227 1,409,840 47,286 1,908,845 1,836,623
Nonfarm personal income 152,884 1,313,622 61,222 1,742,082 1,826,420
Farmincome® 343 96,218 -13,936 166,763 10,203
Population (persons)® 7,495 66,138 2,118 81,348 70,836
Per capita personal income (dollars) 20,444 21,317 22,326 23,465 25,928
Derivation of Total Personal Income
Earnings by place of work 77,878 1,138,620 22,977 1,361,503 1,210,679
less: Personal contributions for social insurance’ 9,829 142,329 4,758 169,211 162,835
plus: Adjustment for residence® 11,805 -54,125 597  -31,233 31,040
equals: Net earnings by place of residence 79,854 942,166 18,816 1,161,059 1,078,884
plus: Dividends, interest, and rent® 24,152 166,267 13,169 299,853 258,173
plus: Transfer payments 49,221 301,407 15,301 447,933 499,566
Earnings by Place of Work
Wage and salary disbursements 51,877 834,168 27,315 1,008,551 894,642
Other labor income 15,965 195,553 9,017 239,803 219,707
Proprietors’ income®® 10,036 108,899 -13,355 113,149 96,330
Farm proprietors’ income 316 4,275 -15,244 15,117 3,697
Nonfarm proprietors’ income 9,720 104,624 1,889 98,032 92,633
Earnings by Industry
Farm earnings 343 96,218 -13,936 166,763 10,203
Nonfarm earnings 77,535 1,042,402 36,913 1,194,740 1,200,476
Private earnings 34,758 799,154 11,326 809,058 893,960
Forestry, fishing, related activities, and other* (D) (D) (D) (D) (D)
Forestry and logging 4,581 3,644 0 1,459 57,468
Fishing, hunting, and trapping 3,315 26,138 52 (D) 13,516
Agriculture and forestry support activities (D) (D) (D) 46,966 (D)
Other* 0 0 0 0 0
Mining (D) (D) 0 (D) (D)
Oil and gas extraction (L) (L) 0 (L) 0
Mining (except oil and gas) (D) (D) 0 (D) (D)
Support activities for mining (D) 0 0 (D) 0
Utilities (L) (D) (D) 265 (D)
Construction (D) 85,524 804 63,056 84,477
Construction of buildings 808 8,577 (D) 13,914 31,697
Heavy and civil engineering construction (D) 9,978 0 17,073 23,726
Specialty trade contractors 2,366 66,969 (D) 32,069 29,054
Manufacturing (D) 102,428 (L) 198,763 245,181
Durable goods manufacturing (D) 33,358 (L) 68,520 164,566
Wood product manufacturing (D) 6,718 0 1,247 93,012
Nonmetallic mineral product manufacturing (L) (D) 0 26,374 (D)
Primary metal manufacturing 0 0 (D) (D)
Fabricated metal product manufacturing (L) 2,596 (L) 4,115 4,029
Machinery manufacturing 0 (D) (D) 11,345
Computer and electronic product manufacturing 0 71 0
Electrical equipment and appliance manufacturing 0 (D) 3,004 0
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Table 4.3 (cont’d)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Ferry Franklin Garfield Grant Grays Harbor
Motor vehicle manufacturing 0 945 0 (D) (D)
Transportation equipment mfg. excl. motor vehicle 0 (D) 0 (D) (D)
Furniture and related product manufacturing (L) (D) 0 (D) 618
Miscellaneous manufacturing (L) (D) (L) (D) 399
Nondurable goods manufacturing (D) 69,070 0 130,243 80,615
Food manufacturing 0 64,496 0 100,707 19,493
Beverage and tobacco product manufacturing 0 1,662 0 4,011 (D)
Textile mills 0 0 0 0
Textile product mills 0 (D) 0 (D) 0
Apparel manufacturing (L) (L) 0 (D) 0
Leather and allied product manufacturing (L) 0 0 493 (L)
Paper manufacturing 0 0 0 (D) (D)
Printing and related support activities (D) (D) 0 846 500
Petroleum and coal products manufacturing 0 0 0 0 0
Chemical manufacturing 260 (D) 0 17,499 12,286
Plastics and rubber products manufacturing 0 (D) 0 0 330
Wholesale trade (D) 73,774 5,190 49,860 49,228
Retail Trade 4,632 97,172 2,100 97,556 95,451
Motor vehicle and parts dealers (D) 35,224 (D) 16,875 20,931
Furniture and home furnishings stores (D) 1,131 0 2,574 3,565
Electronics and appliance stores 0 693 0 1,380 772
Building material and garden supply stores (D) 7,260 554 18,656 10,133
Food and beverage stores (D) 12,187 (D) 14,678 21,563
Health and personal care stores (D) 11,154 (D) 6,309 6,521
Gasoline stations 1,392 4,694 0 11,537 6,188
Clothing and clothing accessories stores (D) 811 0 1,918 3,029
Sporting goods, hobby, book and music stores (L) (D) (D) 1,166 1,724
General merchandise stores (D) (D) (D) (D) 14,733
Miscellaneous store retailers (D) 2,810 (D) 4,189 3,405
Nonstore retailers (D) (D) (L) (D) 2,887
Transportation and warehousing (D) (D) (D) 49,643 (D)
Air transportation 0 (D) 0 224 193
Rail transportation 0 31,787 0 2,215 1,830
Water transportation 0 0 0 0 (D)
Truck transportation 1,165 25,200 (D) 23,531 23,172
Transit and ground passenger transportation 0 (D) 0 (D) (D)
Pipeline transportation 0 (D) 0 (D) 0
Scenic and sightseeing transportation 0 0 0 0 1,259
Support activities for transportation 0 6,390 (D) 2,016 6,362
Couriers and messengers (D) (D) 0 3,692 (D)
Warehousing and storage (L) (D) 0 13,450 (D)
Information 341 3,797 (D) 7,993 10,078
Publishing industries, except Internet (D) 290 (D) 3,132 (D)
Motion picture and sound recording industries 0 (D) 0 (D) (D)
Broadcasting, except Internet 59 (D) 0 933 1,537
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Ferry Franklin Garfield Grant Grays Harbor

Internet publishing and broadcasts 0 0 0 0 0
Telecommunications (D) 2,516 0 3,466 5,422
ISPs, search portals, and data processing 0 (D) 0 (D) (D)
Other information services 0 (L) 0 0 0
Finance and insurance 673 12,884 823 29,233 33,308
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities (D) 10,166 (D) 15,146 24,316
Securities, commodity contracts, investments 112 (D) 0 936 2,101
Insurance carriers and related activities (D) (D) (D) 13,151 6,891
Funds, trusts, and other financial vehicles 0 0 0 0 0
Real estate and rental and leasing 667 24,687 52 13,993 11,867
Real estate (D) 5,114 (L) 9,855 9,588
Rental and leasing services (D) 19,573 (L) 4,138 2,279
Lessors of nonfinancial intangible assets 0 0 0 0 0
Professional and technical services 1,261 38,153 (D) 26,815 39,466
Management of companies and enterprises (D) 0 0 3,015 5,515
Administrative and waste services (D) 21,689 (D) 23,105 11,505
Administrative and support services (D) 18,143 (D) 21,060 7,423
Waste management and remediation services (D) 3,546 0 2,045 4,082
Educational services (D) 7,780 0 2,513 (D)
Health care and social assistance (D) 97,889 (D) 99,533 (D)
Amubulatory health care services (D) 42,620 (D) 48,162 49,059
Hospitals 0 (D) 0 0 (D)
Nursing and residential care facilities 344 13,097 0 11,876 14,222
Social assistance 151 (D) (D) 39,495 8,242
Arts, entertainment, and recreation (D) 10,779 (D) 6,676 5,841
Performing arts and spectator sports (L) (D) 0 (D) (D)
Museums, historical sites, zoos, and parks (D) (D) 0 (D) (D)
Amusement, gambling, and recreation 74 8,045 (D) 6,398 4,963
Accommodation and food services (D) 24,559 (D) 35,166 43,117
Accommodation (D) 6,436 (D) 9,121 12,584
Food services and drinking places 854 18,123 (D) 26,045 30,533
Other services, except public administration 2,619 40,464 811 37,169 39,793
Repair and maintenance (D) 16,476 (D) 11,653 10,687
Personal and laundry services (D) (D) (L) (D) (D)
Membership associations and organizations 1,546 16,425 (D) 19,570 21,414
Private households (D) (D) (D) (D) (D)
Government and government enterprises 42,777 243,248 25,587 385,682 306,516
Federal, civilian 12,487 47,937 11,113 56,042 15,107
Military 839 7,388 247 9,216 10,439
State and local 29,451 187,923 14,227 320,424 280,970
State government 1,574 45,455 (D) 35,686 62,263
Local government 27,877 142,468 (D) 284,738 218,707
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006

(Thousands of Dollars)

Island Jefferson King Kitsap Kittitas
Income by Place of Residence
Personal income (thousands of dollars) 2,728,937 1,103,211 96,579,228 9,398,583 995,590
Nonfarm personal income 2,725,808 1,100,236 96,547,333 9,391,187 973,017
Farmincome® 3,129 2,975 31,895 7,396 22,573
Population (persons)® 80,857 29,029 1,834,194 238,827 37,981
Per capita personal income (dollars) 33,750 38,004 52,655 39,353 26,213
Derivation of Total Personal Income
Earnings by place of work 1,598,285 443,808 92,411,734 5,955,987 625,038
less: Personal contributions for social insurance’ 164,206 58,845 11,080,522 661,671 78,092
plus: Adjustment for residence® 262,617 149,793 -13,059,878 1,159,693 98,884
equals: Net earnings by place of residence 1,696,696 534,756 68,271,334 6,454,009 645,830
plus: Dividends, interest, and rent® 627,618 352,933 20,158,767 1,757,838 170,170
plus: Transfer payments 404,623 215,522 8,149,127 1,186,736 179,590
Earnings by Place of Work
Wage and salary disbursements 1,001,207 306,996 66,768,466 4,071,139 435,139
Other labor income 452,409 72,791 15,335,137 1,430,338 107,008
Proprietors’ income?® 144,669 64,021 10,308,131 454,510 82,891
Farm proprietors’ income -375 1,660 1,770 5,053 7,996
Nonfarm proprietors’ income 145,044 62,361 10,306,361 449,457 74,895
Earnings by Industry
Farm earnings 3,129 2,975 31,895 7,396 22,573
Nonfarm earnings 1,595,156 440,833 92,379,839 5,948,591 602,465
Private earnings 563,521 330,907 82,097,019 2,782,453 391,118
Forestry, fishing, related activities, and other* (D) 6,939 474,911 39,232 (D)
Forestry and logging (D) (D) 48,146 (D) (D)
Fishing, hunting, and trapping 4,007 5,186 340,919 (D) 3,896
Agriculture and forestry support activities (D) (D) 85,846 4,869 9,212
Other* 0 0 0 0 0
Mining (D) 3,514 59,980 5,075 (D)
Oil and gas extraction 150 (L) 11,016 83 0
Mining (except oil and gas) (D) 3,472 46,521 4,844 (D)
Support activities for mining 196 0 2,443 148 (L)
Utilities 5,032 5,937 304,960 13,703 2,947
Construction 99,832 42,004 5,677,908 351,453 84,519
Construction of buildings 44,642 15,798 1,820,548 115,870 24,280
Heavy and civil engineering construction 7,635 8,894 714,245 55,575 33,695
Specialty trade contractors 47,555 17,312 3,143,115 180,008 26,544
Manufacturing 39,280 40,648 11,758,439 125,799 30,420
Durable goods manufacturing 37,000 (D) 9,343,609 114,755 18,037
Wood product manufacturing (D) (D) 145,785 1,698 (D)
Nonmetallic mineral product manufacturing 1,961 (D) 236,751 9,760 (D)
Primary metal manufacturing (L) (D) 77,316 0 (L)
Fabricated metal product manufacturing 844 2,129 418,642 9,997 9,820
Machinery manufacturing (D) 1,328 471,433 1,441 (D)
Computer and electronic product manufacturing (D) (D) 834,874 1,284 0
Electrical equipment and appliance manufacturing (D) 0 165,265 (D) 0
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Island Jefferson King Kitsap Kittitas

Motor vehicle manufacturing (L) 0 (D) 0 0
Transportation equipment mfg. excl. motor vehicle (D) (D) (D) (D) (D)
Furniture and related product manufacturing 1,563 482 141,429 15,870 1,459
Miscellaneous manufacturing (D) 500 487,370 15,831 (D)
Nondurable goods manufacturing 2,280 (D) 2,414,830 11,044 12,383
Food manufacturing 1,359 569 773,769 1,884 11,625
Beverage and tobacco product manufacturing (D) 321 141,459 154 (D)
Textile mills 0 (D) 3,867 1,206 0
Textile product mills (D) (D) 55,354 (D) (L)
Apparel manufacturing 0 0 83,112 97 (D)
Leather and allied product manufacturing (D) 0 6,530 (L) (L)
Paper manufacturing (D) (D) 288,623 53 0
Printing and related support activities 335 1,199 338,051 1,698 409
Petroleum and coal products manufacturing 0 0 22,837 (D) 0
Chemical manufacturing (D) (L) 543,271 (D) (D)
Plastics and rubber products manufacturing (D) (D) 157,957 (D) 0
Wholesale trade 13,773 8,116 5,702,169 95,893 28,554
Retail Trade 91,644 32,795 5,386,249 406,533 53,565
Motor vehicle and parts dealers 12,311 3,920 773,557 86,272 12,471
Furniture and home furnishings stores 6,646 1,770 301,009 13,807 3,775
Electronics and appliance stores 1,189 385 321,008 9,560 911
Building material and garden supply stores 16,152 5,809 372,259 49,548 6,297
Food and beverage stores 19,663 12,393 865,489 71,905 9,912
Health and personal care stores 5,874 (D) 237,569 20,186 2,123
Gasoline stations 3,371 805 93,563 14,141 4,411
Clothing and clothing accessories stores 1,697 1,041 491,613 14,292 520
Sporting goods, hobby, book and music stores 1,904 934 177,299 13,387 858
General merchandise stores 10,454 (D) 553,178 80,341 7,024
Miscellaneous store retailers 9,423 2,263 328,666 25,398 3,742
Nonstore retailers 2,960 1,956 871,039 7,696 1,521
Transportation and warehousing 9,543 5,242 3,446,021 65,921 15,851
Air transportation 270 (D) 862,735 706 260
Rail transportation 0 295 (D) 0 305
Water transportation 184 (D) 256,785 4,409 0
Truck transportation 3,857 1,065 650,262 23,858 12,728
Transit and ground passenger transportation (D) (D) 109,170 4,347 (L)
Pipeline transportation 0 0 (D) 0 0
Scenic and sightseeing transportation 715 (D) 23,007 (D) 0
Support activities for transportation 3,969 (D) 870,994 22,120 (D)
Couriers and messengers (D) (D) 284,806 (D) (D)
Warehousing and storage 0 (D) 247,072 577 (L)
Information 14,030 12,700 11,287,560 87,188 18,215
Publishing industries, except Internet 1,167 10,927 7,756,901 37,180 9,586
Motion picture and sound recording industries 326 587 100,660 3,492 1,498
Broadcasting, except Internet (D) 0 1,275,865 (D) (D)
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Island Jefferson King Kitsap Kittitas

Internet publishing and broadcasts 0 0 186,055 4,291 0
Telecommunications 11,552 (D) 1,554,369 18,587 (D)
ISPs, search portals, and data processing (D) (D) 355,691 20,440 0
Other information services (D) 0 58,019 (D) 427
Finance and insurance 25,826 27,563 6,309,497 177,476 10,432
Monetary authorities - central bank 0 0 (D) 0 0
Credit intermediation and related activities 14,234 13,042 2,892,558 95,670 6,002
Securities, commodity contracts, investments 799 (D) 1,184,672 (D) (D)
Insurance carriers and related activities 10,793 5,908 2,018,698 54,739 (D)
Funds, trusts, and other financial vehicles 0 (D) (D) (D) 0
Real estate and rental and leasing 25,496 9,871 2,436,522 81,716 8,417
Real estate 21,758 8,317 2,125,019 (D) 4,714
Rental and leasing services 3,738 1,186 260,813 (D) (D)
Lessors of nonfinancial intangible assets 0 368 50,690 464 (D)
Professional and technical services 45,622 24,438 10,039,643 309,149 (D)
Management of companies and enterprises 8,574 0 2,785,421 17,042 (D)
Administrative and waste services 25,772 6,501 3,609,735 142,407 6,471
Administrative and support services 22,975 (D) 3,446,183 128,217 (D)
Waste management and remediation services 2,797 (D) 163,552 14,190 (D)
Educational services 12,078 3,912 682,848 29,363 3,120
Health care and social assistance 59,054 53,798 6,429,781 510,099 31,894
Amubulatory health care services 40,884 14,639 3,265,463 266,551 18,060
Hospitals 0 0 1,834,513 (D) 0
Nursing and residential care facilities 7,267 5,706 652,368 83,477 10,616
Social assistance 10,903 33,453 677,437 (D) 3,218
Arts, entertainment, and recreation 9,165 3,859 1,165,916 39,885 8,679
Performing arts and spectator sports 1,487 (D) 733,212 10,190 238
Museums, historical sites, zoos, and parks 1,105 (D) 62,717 2,858 597
Amusement, gambling, and recreation 6,573 2,539 369,987 26,837 7,844
Accommodation and food services 30,448 23,386 2,347,828 136,653 31,633
Accommodation 4,947 7,515 519,210 12,733 4,781
Food services and drinking places 25,501 15,871 1,828,618 123,920 26,852
Other services, except public administration 39,636 19,684 2,191,631 147,866 22,449
Repair and maintenance 13,007 6,045 640,449 51,550 7,749
Personal and laundry services 4,078 1,796 497,107 24,350 2,401
Membership associations and organizations 17,001 9,979 811,727 55,165 9,256
Private households 5,550 1,864 242,348 16,801 3,043
Government and government enterprises 1,031,635 109,926 10,282,820 3,166,138 211,347
Federal, civilian 82,824 13,832 2,009,226 1,533,315 12,377
Military 792,047 4,124 330,330 998,350 5,548
State and local 156,764 91,970 7,943,264 634,473 193,422
State government 16,215 16,918 2,918,659 104,141 109,837
Local government 140,549 75,052 5,024,605 530,332 83,585
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Klickitat Lewis Lincoln Mason Okanogan
Income by Place of Residence
Personal income (thousands of dollars) 551,401 1,938,136 243,402 1,527,013 1,092,243
Nonfarm personal income 532,730 1,922,551 261,289 1,515,176 984,965
Farmincome® 18,671 15,585 -17,887 11,837 107,278
Population (persons)® 19,815 72,759 10,217 54,915 39,231
Per capita personal income (dollars) 27,827 26,638 23,823 27,807 27,841
Derivation of Total Personal Income
Earnings by place of work 303,808 1,282,340 105,248 698,445 717,540
less: Personal contributions for social insurance’ 38,543 174,745 17,164 93,064 79,500
plus: Adjustment for residence® 45,193 63,240 27,245 281,103 28,491
equals: Net earnings by place of residence 310,458 1,170,835 115,329 886,484 666,531
plus: Dividends, interest, and rent® 107,943 262,188 58,424 262,811 154,835
plus: Transfer payments 133,000 505,113 69,649 377,718 270,877
Earnings by Place of Work
Wage and salary disbursements 209,347 951,092 90,606 481,236 447,144
Other labor income 48,056 231,083 24,124 116,269 108,942
Proprietors’ income®® 46,405 100,165 -9,482 100,940 161,454
Farm proprietors’ income -1,693 6,342 -23,890 2,348 39,073
Nonfarm proprietors’ income 48,098 93,823 14,408 98,592 122,381
Earnings by Industry
Farm earnings 18,671 15,585 -17,887 11,837 107,278
Nonfarm earnings 285,137 1,266,755 123,135 686,608 610,262
Private earnings 204,711 1,034,567 66,012 447,228 366,563
Forestry, fishing, related activities, and other* (D) 68,628 (D) (D) 35,436
Forestry and logging 8,453 (D) 189 20,884 3,998
Fishing, hunting, and trapping (D) (D) 1,357 1,830 3,146
Agriculture and forestry support activities (D) 17,170 (D) (D) 28,292
Other* 0 0 0 0 0
Mining (D) 76,522 (D) (D) 3,174
Oil and gas extraction 0 (L) 0 0 (L)
Mining (except oil and gas) (D) (D) (D) (D) 3,145
Support activities for mining (L) (D) 0 0 0
Utilities 4,636 33,518 (D) 1,138 3,582
Construction 20,421 104,370 9,369 53,903 36,766
Construction of buildings 9,551 49,611 (D) 10,593 15,127
Heavy and civil engineering construction 5,086 18,688 (D) 5,529 7,247
Specialty trade contractors 5,784 36,071 2,498 37,781 14,392
Manufacturing 18,200 202,558 (D) 116,784 7,760
Durable goods manufacturing 14,547 170,580 (D) 84,749 (D)
Wood product manufacturing (D) 121,586 (D) 65,639 2,761
Nonmetallic mineral product manufacturing 665 1,757 (L) (D) 1,469
Primary metal manufacturing (D) (D) 0 (D) 0
Fabricated metal product manufacturing (D) 17,530 (L) 904 474
Machinery manufacturing (D) 1,071 0 64 (L)
Computer and electronic product manufacturing (D) (D) 0 (D) 0
Electrical equipment and appliance manufacturing 0 (D) 0 0 0
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?2, 2006
(Thousands of Dollars)

Klickitat Lewis Lincoln Mason Okanogan
Motor vehicle manufacturing 0 (D) 0 (D) 0
Transportation equipment mfg. excl. motor vehicle (D) (D) 0 (D) 0
Furniture and related product manufacturing 79 3,879 (L) 992 235
Miscellaneous manufacturing 409 2,219 (L) 6,839 (D)
Nondurable goods manufacturing 3,653 31,978 (D) 32,035 (D)
Food manufacturing (D) 19,215 (D) 9,599 1,284
Beverage and tobacco product manufacturing (D) (D) (D) (D) 592
Textile mills 0 (D) 0 124 0
Textile product mills 0 (D) (D) 0
Apparel manufacturing (L) 1,983 (L) (D) 0
Leather and allied product manufacturing (L) (D) 0 0 (L)
Paper manufacturing 0 160 0 13,499 218
Printing and related support activities (L) 1,209 (D) 266 (D)
Petroleum and coal products manufacturing 0 0 (D) 0 0
Chemical manufacturing 619 (D) 0 (D) 50
Plastics and rubber products manufacturing (D) 4,745 0 (D) 0
Wholesale trade 6,110 29,773 9,800 22,157 26,976
Retalil Trade 32,152 118,026 7,693 53,163 90,730
Motor vehicle and parts dealers 2,569 26,383 888 8,332 10,715
Furniture and home furnishings stores (D) 3,465 165 1,692 (D)
Electronics and appliance stores 331 1,782 (L) (D) 1,349
Building material and garden supply stores 1,652 12,437 651 6,409 6,667
Food and beverage stores 5,211 20,022 2,678 6,949 18,699
Health and personal care stores (D) 5,683 1,062 1,216 2,757
Gasoline stations 16,785 11,346 1,779 6,340 27,004
Clothing and clothing accessories stores 433 3,169 (D) (D) 1,562
Sporting goods, hobby, book and music stores (D) 1,798 (D) 644 1,400
General merchandise stores 947 20,128 0 (D) (D)
Miscellaneous store retailers 1,034 9,412 (D) 2,516 4,792
Nonstore retailers (D) 2,401 (D) 1,798 1,971
Transportation and warehousing 11,061 65,546 (D) 12,982 10,661
Air transportation 156 (D) 0 (D) 141
Rail transportation 6,901 4,604 1,025 440 728
Water transportation 0 0 0 (D) 96
Truck transportation 2,818 36,523 1,626 4,814 3,602
Transit and ground passenger transportation (L) 919 (L) (D) (D)
Pipeline transportation 0 0 0 0 0
Scenic and sightseeing transportation 0 (D) 0 (D) 373
Support activities for transportation 821 8,250 (D) 2,793 3,873
Couriers and messengers (D) (D) (D) (D) (D)
Warehousing and storage (D) (D) (D) (D) (D)
Information 1,715 13,998 1,122 3,951 7,691
Publishing industries, except Internet 503 6,005 (D) (D) 1,040
Motion picture and sound recording industries 0 (D) 0 (D) 610
Broadcasting, except Internet (D) (D) 0 (D) (D)
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Klickitat Lewis Lincoln Mason Okanogan

Internet publishing and broadcasts 0 0 0 0 (D)
Telecommunications (D) 4,605 (D) (D) 1,799
ISPs, search portals, and data processing 0 (D) 0 (D) 1,020
Other information services 0 (L) 0 0 0
Finance and insurance 4,664 24,931 5,131 22,227 13,064
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities 2,795 15,622 3,381 16,135 8,385
Securities, commodity contracts, investments (D) (D) 194 (D) (D)
Insurance carriers and related activities (D) 7,657 1,556 4,458 3,614
Funds, trusts, and other financial vehicles 0 (D) 0 (D) (D)
Real estate and rental and leasing 2,590 11,677 316 8,499 8,044
Real estate (D) 8,654 (D) 7,179 6,123
Rental and leasing services (D) 3,023 (D) 1,320 1,527
Lessors of nonfinancial intangible assets 0 0 0 0 394
Professional and technical services 29,681 30,521 5,772 (D) 15,650
Management of companies and enterprises (D) 4,124 0 (D) (D)
Administrative and waste services (D) 23,627 614 7,298 (D)
Administrative and support services (D) 18,537 (D) 4,624 6,820
Waste management and remediation services 11,102 5,090 (D) 2,674 (D)
Educational services 639 3,963 (D) 4,452 1,568
Health care and social assistance 9,309 130,529 (D) 38,832 48,305
Amubulatory health care services 6,378 67,026 1,707 20,515 36,752
Hospitals 0 (D) 0 0 0
Nursing and residential care facilities 1,369 17,403 (D) 13,522 6,103
Social assistance 1,562 (D) (D) 4,795 5,450
Arts, entertainment, and recreation 1,924 5,615 764 6,737 2,856
Performing arts and spectator sports (D) (D) (D) (D) 417
Museums, historical sites, zoos, and parks (D) (D) 0 (D) 0
Amusement, gambling, and recreation 1,270 5,137 (D) 6,515 2,439
Accommodation and food services 4,639 40,269 1,454 21,455 24,136
Accommodation 1,018 5,490 (D) 6,573 11,115
Food services and drinking places 3,621 34,779 (D) 14,882 13,021
Other services, except public administration 13,694 46,372 4,517 29,295 20,355
Repair and maintenance 6,722 17,139 1,191 7,523 7,774
Personal and laundry services (D) 4,238 (D) (D) 1,297
Membership associations and organizations 4,983 (D) 2,235 14,588 8,949
Private households (D) (D) (D) (D) 2,335
Government and government enterprises 80,426 232,188 57,123 239,380 243,699
Federal, civilian 7,216 16,439 4,390 5,403 40,782
Military 2,256 8,166 1,152 6,208 4,444
State and local 70,954 207,583 51,581 227,769 198,473
State government 8,823 54,445 3,125 49,601 14,427
Local government 62,131 153,138 48,456 178,168 184,046
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006

(Thousands of Dollars)

Pacific Pend Oreille Pierce San Juan Skagit
Income by Place of Residence
Personal income (thousands of dollars) 547,945 297,856 26,769,608 779,258 3,872,842
Nonfarm personal income 536,977 298,042 26,741,046 778,252 3,798,172
Farmincome® 10,968 -186 28,562 1,006 74,670
Population (persons)® 21,401 12,664 763,670 15,144 114,495
Per capita personal income (dollars) 25,604 23,520 35,054 51,457 33,825
Derivation of Total Personal Income
Earnings by place of work 276,996 153,467 17,856,538 275,985 2,654,435
less: Personal contributions for social insurance’ 37,832 20,033 2,126,907 34,792 321,102
plus: Adjustment for residence® 29,489 39,908 3,965,924 45,056 132,633
equals: Net earnings by place of residence 268,653 173,342 19,695,555 286,249 2,465,966
plus: Dividends, interest, and rent® 105,515 40,239 3,243,455 406,370 732,104
plus: Transfer payments 173,777 84,275 3,830,598 86,639 674,772
Earnings by Place of Work
Wage and salary disbursements 196,175 101,369 12,553,464 178,604 1,751,378
Other labor income 48,093 27,796 3,626,137 40,736 441,721
Proprietors’ income®® 32,728 24,302 1,676,937 56,645 461,336
Farm proprietors’ income 7,454 -241 5,726 -392 4,577
Nonfarm proprietors’ income 25,274 24543 1,671,211 57,037 456,759
Earnings by Industry
Farm earnings 10,968 -186 28,562 1,006 74,670
Nonfarm earnings 266,028 153,653 17,827,976 274,979 2,579,765
Private earnings 166,813 88,619 12,031,030 227,100 2,074,588
Forestry, fishing, related activities, and other* 25,394 5,762 45,672 (D) 68,424
Forestry and logging (D) (D) 25,370 (L) 11,727
Fishing, hunting, and trapping 15,398 2,226 13,452 2,482 29,551
Agriculture and forestry support activities (D) (D) 6,850 (D) 27,146
Other* 0 0 0 0 0
Mining 1,836 1,509 26,853 (D) 4,975
Oil and gas extraction (L) (L) 2,227 (L) 86
Mining (except oil and gas) 1,791 1,464 24,080 (D) 4,889
Support activities for mining 0 0 546 0 0
Utilities (D) 191 78,960 7,776 17,334
Construction 11,268 5,822 1,666,675 50,403 288,006
Construction of buildings 3,903 1,955 411,477 21,903 89,462
Heavy and civil engineering construction 1,993 1,473 386,436 10,310 59,846
Specialty trade contractors 5,372 2,394 868,762 18,190 138,698
Manufacturing 37,913 43,771 1,340,702 11,876 494,461
Durable goods manufacturing 18,700 (D) 896,942 9,360 185,384
Wood product manufacturing 16,955 (D) 142,961 2,327 21,426
Nonmetallic mineral product manufacturing 625 (D) 98,000 1,213 11,906
Primary metal manufacturing 0 0 (D) 0 733
Fabricated metal product manufacturing (D) (D) 98,150 (D) 17,135
Machinery manufacturing 0 0 39,131 (D) 43,198
Computer and electronic product manufacturing (L) 0 153,696 (L) 6,037
Electrical equipment and appliance manufacturing 0 (D) (D) 0 (D)
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?2, 2006
(Thousands of Dollars)

Pacific Pend Oreille Pierce San Juan Skagit

Motor vehicle manufacturing 0 0 (D) 0 (D)
Transportation equipment mfg. excl. motor vehicle (D) 0 (D) 0 (D)
Furniture and related product manufacturing (L) 57 58,676 198 4,976
Miscellaneous manufacturing (D) 209 35,083 (D) 12,331
Nondurable goods manufacturing 19,213 (D) 443,760 2,516 309,077
Food manufacturing 17,615 (D) 80,147 989 46,665
Beverage and tobacco product manufacturing 0 0 (D) (D) 9,680
Textile mills 217 0 (D) (L) (D)
Textile product mills 0 277 5,332 (D) 3,414
Apparel manufacturing (L) 0 15,715 (L) (D)
Leather and allied product manufacturing 0 320 757 (L) 644
Paper manufacturing 0 (D) 77,336 0 32,418
Printing and related support activities (D) 0 30,325 (D) 1,911
Petroleum and coal products manufacturing 0 0 53,148 0 (D)
Chemical manufacturing (D) 11,160 47,919 (D) (D)
Plastics and rubber products manufacturing 0 (D) 123,787 (L) 5,456
Wholesale trade (D) 653 656,133 3,830 57,456
Retail Trade 18,703 6,726 1,188,211 30,528 336,659
Motor vehicle and parts dealers 1,035 (D) 318,995 3,023 91,019
Furniture and home furnishings stores 533 525 53,087 (D) 10,917
Electronics and appliance stores (D) (D) 36,362 390 9,175
Building material and garden supply stores 1,812 (D) 106,597 8,524 29,922
Food and beverage stores 7,544 3,438 177,851 10,982 51,310
Health and personal care stores 1,875 412 66,687 1,513 12,979
Gasoline stations 1,001 446 31,964 1,870 33,361
Clothing and clothing accessories stores 205 (D) 81,962 516 13,765
Sporting goods, hobby, book and music stores 278 (L) 40,281 870 9,728
General merchandise stores (D) 0 188,179 193 40,822
Miscellaneous store retailers 1,793 167 58,656 1,589 23,560
Nonstore retailers (D) (D) 27,590 (D) 10,101
Transportation and warehousing 2,497 2,359 688,940 3,464 62,304
Air transportation 124 (L) (D) (D) (D)
Rail transportation 178 383 36,518 0 3,403
Water transportation 84 0 5,679 (L) 971
Truck transportation 1,535 (D) 270,152 596 29,706
Transit and ground passenger transportation 0 (L) 22,299 (D) 562
Pipeline transportation 0 0 805 0 0
Scenic and sightseeing transportation 535 119 783 620 1,389
Support activities for transportation (D) (D) 228,198 543 15,546
Couriers and messengers (D) 0 (D) (D) 8,929
Warehousing and storage (L) (L) 77,758 (L) (D)
Information 1,930 1,890 222,348 3,710 24,734
Publishing industries, except Internet 785 (D) 63,906 (D) 11,910
Motion picture and sound recording industries (D) (D) 5,376 296 790
Broadcasting, except Internet 133 0 3,655 543 1,806
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Pacific Pend Oreille Pierce San Juan Skagit

Internet publishing and broadcasts 0 0 (D) (D) (D)
Telecommunications (D) 1,070 111,927 1,538 9,154
ISPs, search portals, and data processing 0 (D) 20,680 734 790
Other information services 0 (L) (D) 0 (D)
Finance and insurance 10,098 2,418 917,089 8,042 105,952
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities 7,529 1,554 336,857 4,290 52,417
Securities, commodity contracts, investments 408 (L) 311,078 (D) 12,003
Insurance carriers and related activities 2,161 847 263,636 (D) 41,532
Funds, trusts, and other financial vehicles 0 0 5,518 0 0
Real estate and rental and leasing 2,460 957 378,156 10,982 41,698
Real estate 1,060 (D) 333,943 (D) 30,223
Rental and leasing services (D) (D) (D) (D) 11,475
Lessors of nonfinancial intangible assets (D) 0 (D) 0 0
Professional and technical services (D) 3,508 741,174 (D) 105,754
Management of companies and enterprises (D) 0 92,297 (D) 10,156
Administrative and waste services 2,674 935 601,700 6,968 36,097
Administrative and support services (D) (D) 547,809 6,262 29,151
Waste management and remediation services (D) (D) 53,891 706 6,946
Educational services 61 558 172,234 3,513 9,940
Health care and social assistance 15,357 3,171 2,072,498 13,008 215,371
Amubulatory health care services 6,457 1,478 1,136,623 8,229 148,905
Hospitals 0 0 548,832 0 0
Nursing and residential care facilities 6,107 (D) 208,377 2,900 38,603
Social assistance 2,793 (D) 178,666 1,879 27,863
Arts, entertainment, and recreation 1,951 (D) 119,843 5111 16,158
Performing arts and spectator sports (D) (D) 19,090 976 1,505
Museums, historical sites, zoos, and parks (D) 0 7,923 1,437 1,885
Amusement, gambling, and recreation 1,712 (D) 92,830 2,698 12,768
Accommodation and food services 14,517 (D) 457,736 29,196 85,428
Accommodation 5,837 (D) 40,763 18,740 17,850
Food services and drinking places 8,680 2,391 416,973 10,456 67,578
Other services, except public administration 12,196 5,081 563,809 13,272 93,681
Repair and maintenance 2,728 (D) 211,966 1,296 47,871
Personal and laundry services (D) 392 108,497 2,212 9,475
Membership associations and organizations 6,446 (D) 202,714 4,788 30,548
Private households (D) (D) 40,632 4,976 5,787
Government and government enterprises 99,215 65,034 5,796,946 47,879 505,177
Federal, civilian 4,309 9,424 807,065 4,619 31,240
Military 9,760 1,438 2,630,380 1,697 12,839
State and local 85,146 54,172 2,359,501 41,563 461,098
State government 14,127 1,678 567,169 5,877 72,560
Local government 71,019 52,494 1,792,332 35,686 388,538
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006

(Thousands of Dollars)

Skamania Snohomish Spokane Stevens Thurston
Income by Place of Residence
Personal income (thousands of dollars) 297,460 24,666,204 13,540,693 985,638 8,371,312
Nonfarm personal income 297,265 24,653,182 13,541,825 986,523 8,350,976
Farmincome® 195 13,022 -1,132 -885 20,336
Population (persons)® 10,524 664,581 447,392 41,293 233,167
Per capita personal income (dollars) 28,265 37,115 30,266 23,869 35,903
Derivation of Total Personal Income
Earnings by place of work 91,987 15,267,800 10,712,928 489,138 5,292,587
less: Personal contributions for social insurance’ 12,013 1,911,453 1,376,078 63,783 677,230
plus: Adjustment for residence® 118,142 5,624,670 -454,893 140,157 1,310,357
equals: Net earnings by place of residence 198,116 18,981,017 8,881,957 565,512 5,925,714
plus: Dividends, interest, and rent® 50,131 2,892,271 2,095,644 151,208 1,206,670
plus: Transfer payments 49,213 2,792,916 2,563,092 268,918 1,238,928
Earnings by Place of Work
Wage and salary disbursements 66,142 11,149,084 7,998,096 335,886 3,985,051
Other labor income 18,869 2,992,468 1,922,201 87,668 890,925
Proprietors’ income®® 6,976 1,126,248 792,631 65,584 416,611
Farm proprietors’ income -203 -11,239 -9,133 -2,280 -4,489
Nonfarm proprietors’ income 7,179 1,137,487 801,764 67,864 421,100
Earnings by Industry
Farm earnings 195 13,022 -1,132 -885 20,336
Nonfarm earnings 91,792 15,254,778 10,714,060 490,023 5,272,251
Private earnings 53,140 12,708,496 8,630,779 350,651 3,170,393
Forestry, fishing, related activities, and other* (D) 85,690 11,406 26,905 63,046
Forestry and logging 1,276 17,466 (D) 19,623 42,508
Fishing, hunting, and trapping 241 61,810 (D) 3,402 6,704
Agriculture and forestry support activities (D) 6,414 3,304 3,880 13,834
Other* 0 0 0 0 0
Mining (D) 23,160 21,907 3,840 5,265
Oil and gas extraction 0 1,770 (L) (L) (L)
Mining (except oil and gas) (D) 20,882 3,474 3,797 5,188
Support activities for mining 0 508 18,423 (L) 63
Utilities 0 9,358 64,356 (D) 24,488
Construction 4,341 1,447,732 783,253 30,714 378,481
Construction of buildings (D) 336,602 223,532 11,635 107,761
Heavy and civil engineering construction (D) 194,150 95,205 6,152 69,068
Specialty trade contractors 2,328 916,980 464,516 12,927 201,652
Manufacturing 10,641 4,522,689 1,072,833 79,328 184,536
Durable goods manufacturing (D) 4,276,670 849,205 77,758 97,053
Wood product manufacturing (D) 117,975 23,376 42,864 10,780
Nonmetallic mineral product manufacturing (D) 39,286 64,767 (D) 23,197
Primary metal manufacturing 0 11,837 124,048 (D) (D)
Fabricated metal product manufacturing (D) 183,834 113,856 (D) 19,407
Machinery manufacturing 0 42,099 103,154 24,418 3,757
Computer and electronic product manufacturing (D) 530,365 194,624 0 2,308
Electrical equipment and appliance manufacturing (D) 15,008 51,572 592 (D)
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Skamania Snohomish Spokane Stevens Thurston

Motor vehicle manufacturing (D) (D) 47,046 (D) (D)
Transportation equipment mfg. excl. motor vehicle 0 (D) 35,213 (D) (D)
Furniture and related product manufacturing 0 76,688 62,143 1,240 13,066
Miscellaneous manufacturing (D) 67,590 29,406 294 15,877
Nondurable goods manufacturing (D) 246,019 223,628 1,570 87,483
Food manufacturing (L) 55,065 61,579 (D) 7,345
Beverage and tobacco product manufacturing (D) 7,096 10,246 (D) 15,544
Textile mills 0 (D) 0 0 (D)
Textile product mills 0 3,573 5,247 0 548
Apparel manufacturing 0 5,780 (D) (L) 0
Leather and allied product manufacturing 0 (D) (D) 98 (L)
Paper manufacturing 0 (D) 23,273 0 (D)
Printing and related support activities 0 30,437 26,839 339 8,029
Petroleum and coal products manufacturing 0 1,301 (L) 0 0
Chemical manufacturing (L) 13,017 40,475 0 5,277
Plastics and rubber products manufacturing 0 44,261 46,643 84 27,560
Wholesale trade 1,182 486,877 596,370 (D) 261,809
Retail Trade 3,498 1,089,845 936,584 46,221 374,640
Motor vehicle and parts dealers (D) 265,295 215,986 7,807 74,139
Furniture and home furnishings stores (D) 36,197 38,021 1,116 12,487
Electronics and appliance stores 0 37,238 30,043 512 13,971
Building material and garden supply stores 281 117,248 82,975 2,728 44,795
Food and beverage stores 1,618 190,273 142,179 8,531 62,756
Health and personal care stores (D) 62,572 54,184 1,861 16,623
Gasoline stations 490 32,677 31,359 8,278 16,040
Clothing and clothing accessories stores (D) 93,841 61,403 414 14,820
Sporting goods, hobby, book and music stores (L) 38,815 47,372 1,282 15,492
General merchandise stores 110 148,730 134,964 9,001 70,706
Miscellaneous store retailers (D) 53,065 55,912 2,617 26,410
Nonstore retailers (L) 13,894 42,186 2,074 6,401
Transportation and warehousing 2,169 214,483 341,876 16,577 90,196
Air transportation 103 6,684 16,227 217 (D)
Rail transportation 0 20,640 79,898 537 1,543
Water transportation 0 (D) 86 0 124
Truck transportation (D) 84,585 134,610 11,114 34,075
Transit and ground passenger transportation (L) 17,404 14,568 (D) 3,481
Pipeline transportation 0 618 (D) 0 851
Scenic and sightseeing transportation 271 (D) 334 0 482
Support activities for transportation (D) 54,872 45,537 1,019 10,332
Couriers and messengers 0 (D) (D) (D) (D)
Warehousing and storage (L) 8,448 8,029 1,162 21,799
Information 355 320,126 186,153 2,796 80,790
Publishing industries, except Internet (D) 83,772 59,033 (D) 18,012
Motion picture and sound recording industries (L) 10,578 8,860 (D) 1,406
Broadcasting, except Internet 0 (D) 43,515 (D) 5,887
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Skamania Snohomish Spokane Stevens Thurston

Internet publishing and broadcasts (L) (D) 2,399 (D) (D)
Telecommunications (D) 212,847 62,842 1,148 27,150
ISPs, search portals, and data processing (D) 6,178 9,502 549 27,796
Other information services 0 (L) (L) (L) (D)
Finance and insurance 1,259 873,570 771,319 9,625 202,155
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities (D) 394,019 321,209 5,111 109,476
Securities, commodity contracts, investments (D) 61,513 125,919 (D) 18,891
Insurance carriers and related activities (D) 380,377 315,889 (D) 61,231
Funds, trusts, and other financial vehicles 0 37,661 8,302 0 12,557
Real estate and rental and leasing (D) 272,329 186,774 4,831 79,429
Real estate (D) 231,065 153,652 3,016 67,506
Rental and leasing services (D) 39,960 29,846 1,815 (D)
Lessors of nonfinancial intangible assets 0 1,304 3,276 0 (D)
Professional and technical services 4,902 765,609 638,075 11,018 249,450
Management of companies and enterprises (D) 109,972 216,205 (D) 39,422
Administrative and waste services (D) 403,264 372,939 (D) 119,480
Administrative and support services 502 375,447 357,290 2,706 108,002
Waste management and remediation services (D) 27,817 15,649 (D) 11,478
Educational services (D) 79,920 170,298 1,215 68,663
Health care and social assistance (D) 1,094,711 1,493,642 61,122 576,002
Amubulatory health care services 415 633,971 782,836 27,656 318,254
Hospitals 0 (D) 422,768 (D) (D)
Nursing and residential care facilities (D) (D) 163,116 6,710 (D)
Social assistance 445 (D) 124,922 (D) 53,952
Arts, entertainment, and recreation 417 101,618 67,026 3,632 31,814
Performing arts and spectator sports (L) 22,577 18,203 (D) 7,257
Museums, historical sites, zoos, and parks (D) 2,614 1,225 (D) 2,867
Amusement, gambling, and recreation (D) 76,427 47,598 3,194 21,690
Accommodation and food services 14,992 385,249 356,552 9,779 141,996
Accommodation 13,383 31,234 84,480 1,894 16,054
Food services and drinking places 1,609 354,015 272,072 7,885 125,942
Other services, except public administration 3,538 422,294 343,211 21,201 198,731
Repair and maintenance 598 130,318 101,970 7,371 62,142
Personal and laundry services (D) 90,715 72,001 1,557 22,972
Membership associations and organizations 2,486 158,092 128,438 (D) 98,454
Private households (D) 43,169 40,802 (D) 15,163
Government and government enterprises 38,652 2,546,282 2,083,281 139,372 2,101,858
Federal, civilian 12,231 179,901 389,892 28,169 88,286
Military 1,202 526,497 291,725 4,731 32,104
State and local 25,219 1,839,884 1,401,664 106,472 1,981,468
State government 1,815 259,285 489,127 17,482 1,450,925
Local government 23,404 1,580,599 912,537 88,990 530,543
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Table 4.3

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Wahkiakum Walla Walla Whatcom Whitman Yakima
Income by Place of Residence
Personal income (thousands of dollars) 102,991 1,508,674 5,793,133 960,141 6,119,646
Nonfarm personal income 103,447 1,482,435 5,728,954 949,270 5,632,971
Farmincome® -456 26,239 64,179 10,871 486,675
Population (persons)® 3,949 57,609 188,775 41,404 230,840
Per capita personal income (dollars) 26,080 26,188 30,688 23,190 26,510
Derivation of Total Personal Income
Earnings by place of work 40,219 1,164,433 4,142,981 794,743 4,386,609
less: Personal contributions for social insurance’ 5,603 148,726 518,028 96,679 525,185
plus: Adjustment for residence® 19,524 -102,868 145,506  -79,140 14,055
equals: Net earnings by place of residence 54,140 912,839 3,770,459 618,924 3,875,479
plus: Dividends, interest, and rent® 20,322 276,702 1,100,075 174,066 854,349
plus: Transfer payments 28,529 319,133 922,599 167,151 1,389,818
Earnings by Place of Work
Wage and salary disbursements 28,377 874,251 2,914,748 578,291 3,166,561
Other labor income 6,327 219,485 731,307 167,589 704,434
Proprietors’ income®® 5,515 70,697 496,926 48,863 515,614
Farm proprietors’ income -509 -33,569 5,848 1,392 148,713
Nonfarm proprietors’ income 6,024 104,266 491,078 47,471 366,901
Earnings by Industry
Farm earnings -456 26,239 64,179 10,871 486,675
Nonfarm earnings 40,675 1,138,194 4,078,802 783,872 3,899,934
Private earnings 28,403 847,826 3,343,343 339,614 3,041,644
Forestry, fishing, related activities, and other* 13,587 (D) 41,802 (D) 289,231
Forestry and logging 6,819 (D) 15,266 1,244 9,351
Fishing, hunting, and trapping (D) 1,452 16,519 8,924 10,858
Agriculture and forestry support activities (D) 17,965 10,017 (D) 269,022
Other* 0 0 0 0 0
Mining (L) (D) 15,249 (D) 1,326
Oil and gas extraction (L) 0 661 (L) (L)
Mining (except oil and gas) 0 (D) 14,228 (D) 1,250
Support activities for mining 0 0 360 0 63
Utilities 0 12,111 17,600 (D) 19,204
Construction 1,680 63,392 527,050 26,128 220,631
Construction of buildings 596 18,833 198,753 10,496 72,865
Heavy and civil engineering construction 299 5,307 102,943 3,607 21,294
Specialty trade contractors 785 39,252 225,354 12,025 126,472
Manufacturing 2,548 211,790 569,977 80,687 449,981
Durable goods manufacturing 2,548 57,361 281,555 (D) (D)
Wood product manufacturing (D) 2,197 66,613 (D) 36,669
Nonmetallic mineral product manufacturing (D) (D) 15,432 (D) 8,110
Primary metal manufacturing 0 677 (D) 0 (D)
Fabricated metal product manufacturing (D) 3,656 22,772 (D) 42,812
Machinery manufacturing (D) 43,208 21,851 (D) 28,380
Computer and electronic product manufacturing 0 0 8,591 6,454 (D)
Electrical equipment and appliance manufacturing 0 0 11,024 (D) (D)
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006

(Thousands of Dollars)

Wahkiakum Walla Walla Whatcom Whitman Yakima

Motor vehicle manufacturing 0 0 (D) 0 16,365
Transportation equipment mfg. excl. motor vehicle (D) (D) (D) (D) 32,908
Furniture and related product manufacturing (L) 284 7,605 (D) 4,633
Miscellaneous manufacturing (L) 3,502 22,715 (D) 13,783
Nondurable goods manufacturing 0 154,429 288,422 (D) (D)
Food manufacturing 0 (D) 74,798 (D) 122,747
Beverage and tobacco product manufacturing 0 20,294 1,047 (D) 12,713
Textile mills 0 0 (D) (L) (L)
Textile product mills 0 0 13,084 0 1,643
Apparel manufacturing 0 (D) 887 0 (L)
Leather and allied product manufacturing 0 595 (D) (D) 0
Paper manufacturing 0 (D) (D) 0 32,451
Printing and related support activities 0 4,894 4,853 (D) 4,203
Petroleum and coal products manufacturing 0 0 144,726 (D) (D)
Chemical manufacturing 0 2,464 7,279 (D) 6,567
Plastics and rubber products manufacturing 0 (D) 16,572 0 76,198
Wholesale trade (D) 34,421 260,722 29,301 251,389
Retail Trade 1,538 78,006 382,395 34,167 318,287
Motor vehicle and parts dealers (D) 14,014 59,701 6,958 67,941
Furniture and home furnishings stores (D) 2,648 13,795 (D) 11,594
Electronics and appliance stores 0 638 13,768 576 7,699
Building material and garden supply stores (D) 7,441 40,266 5,888 29,910
Food and beverage stores (D) 15,298 74,872 6,794 71,335
Health and personal care stores (D) 3,417 20,499 2,314 10,718
Gasoline stations (D) 5,516 26,898 4,123 18,307
Clothing and clothing accessories stores (L) 5,617 18,065 413 9,514
Sporting goods, hobby, book and music stores (L) 1,847 13,402 2,767 7,669
General merchandise stores 0 15,653 56,066 2,155 62,936
Miscellaneous store retailers (D) 3,205 31,152 1,306 16,920
Nonstore retailers (L) 2,712 13,911 (D) 3,744
Transportation and warehousing (D) 18,756 96,899 (D) 151,187
Air transportation 0 (D) 1,699 (D) (D)
Rail transportation 1,432 5,458 666 5,996
Water transportation 0 0 839 0 167
Truck transportation (D) 9,091 34,936 2,847 72,039
Transit and ground passenger transportation (D) 5,898 (D) (D)
Pipeline transportation 0 (D) (D) (D) 0
Scenic and sightseeing transportation (D) (D) 0 649
Support activities for transportation 2,467 25,245 (D) 20,406
Couriers and messengers (D) (D) (D) (D) 8,454
Warehousing and storage 0 2,189 11,880 1,162 38,249
Information (D) 19,001 81,573 5,012 49,124
Publishing industries, except Internet (D) 12,254 35,787 553 11,562
Motion picture and sound recording industries 0 (L) (D) (D) (D)
Broadcasting, except Internet 0 (D) 9,152 950 14,139
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Table 4.3 (cont'd)

Personal Income by Major Source and Earnings by Industry?, 2006
(Thousands of Dollars)

Wahkiakum Walla Walla Whatcom Whitman Yakima

Internet publishing and broadcasts 0 0 (D) (D) (D)
Telecommunications (D) 3,364 31,675 2,597 15,463
ISPs, search portals, and data processing 0 1,019 2,310 (D) 239
Other information services 0 (D) (L) 0 (L)
Finance and insurance 696 48,095 145,502 16,358 128,345
Monetary authorities - central bank 0 0 0 0 0
Credit intermediation and related activities (D) 34,596 76,415 12,580 64,264
Securities, commodity contracts, investments (D) (D) (D) (D) (D)
Insurance carriers and related activities 210 9,838 36,577 (D) 44,007
Funds, trusts, and other financial vehicles 0 (D) (D) 0 (D)
Real estate and rental and leasing (D) 14,231 77,504 7,885 51,719
Real estate (D) 10,811 66,475 6,256 36,310
Rental and leasing services 236 2,959 10,596 1,629 15,409
Lessors of nonfinancial intangible assets 0 461 433 0 0
Professional and technical services 446 (D) 237,298 15,893 126,234
Management of companies and enterprises 0 (D) 31,754 381 33,091
Administrative and waste services 666 14,910 98,614 1,914 61,859
Administrative and support services (D) (D) 78,460 (D) 54,590
Waste management and remediation services (D) (D) 20,154 (D) 7,269
Educational services (D) 51,874 18,677 1,465 31,354
Health care and social assistance (D) 160,687 421,969 48,322 593,604
Amubulatory health care services (D) 63,353 215,994 25,480 304,783
Hospitals 0 (D) (D) (D) 155,209
Nursing and residential care facilities (D) 21,846 49,959 9,051 67,815
Social assistance (L) (D) (D) (D) 65,797
Arts, entertainment, and recreation (D) 7,086 35,533 2911 27,092
Performing arts and spectator sports (L) (D) 3,388 (D) 5,922
Museums, historical sites, zoos, and parks (D) (D) 1,335 (D) 2,498
Amusement, gambling, and recreation 186 5,755 30,810 2,076 18,672
Accommodation and food services (D) 26,359 143,821 20,147 111,712
Accommodation (D) 4,615 28,942 3,939 21,848
Food services and drinking places 865 21,744 114,879 16,208 89,864
Other services, except public administration 1,577 32,921 139,404 18,101 126,274
Repair and maintenance (D) 7,361 49,487 3,141 35,967
Personal and laundry services (D) 3,447 18,501 2,171 23,501
Membership associations and organizations 1,040 15,420 57,367 8,712 (D)
Private households (D) 6,693 14,049 4,077 (D)
Government and government enterprises 12,272 290,368 735,459 444,258 858,290
Federal, civilian 939 91,639 115,118 20,741 107,596
Military 447 7,207 25,342 6,504 31,141
State and local 10,886 191,522 594,999 417,013 719,553
State government (D) 85,300 190,246 (D) 149,113
Local government (D) 106,222 404,753 (D) 570,440
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Table 4.4
Per Capita Personal Income

Change
2002 2003 2004 2005 2006 2002-06
u.s. 30,821 31,504 33,123 34,757 36,714 19.1%
Washington 32,573 33,166 35,289 35,838 38,212 17.3%
Bellingham, WA (MSA) 25,343 26,600 28,036 29,214 30,688 21.1%
Bremerton-Silverdale, WA (MSA) 31,571 32,652 34,746 36,308 39,353 24.6%
Kennewick-Pasco-Richland, WA (MSA) 26,853 27,356 27,945 28,387 28,735 7.0%
Olympia, WA (MSA) 30,700 31,372 32,955 34,204 35,903 16.9%
Portland-Vancouver-Beaverton, OR-WA (MSA) 32,228 32,650 33,657 34,921 36,845 14.3%
Seattle-Tacoma-Bellevue, WA (MSA) 38,189 38,699 42,030 42,356 45,369 18.8%
Seattle-Bellevue-Everett, WA Met. Div. 40,843 41,319 45,242 45,126 48,522 18.8%
Spokane, WA (MSA) 26,493 27,038 28,002 28,544 30,266 14.2%
Tacoma, WA Metropolitan Division 29,475 30,152 31,542 33,285 35,054 18.9%
Yakima, WA (MSA) 23,146 24,291 24,587 25,141 26,510 14.5%
Washington (Urban Counties)* 35,425 35,947 38,575 39,120 41,856 18.2%
Washington (Rural Counties) 24,698 25,518 26,286 26,849 28,215 14.2%
Adams 21,982 22,563 23,032 21,286 21,802 -0.8%
Asotin 25,853 26,703 26,742 27,288 28,689 11.0%
Benton# 28,998 29,707 30,815 31,329 31,848 9.8%
Chelan 27,030 27,823 28,807 29,453 31,125 15.1%
Clallam 26,648 28,112 28,727 29,065 30,915 16.0%
Clark* 29,060 29,457 29,565 30,922 32,970 13.5%
Columbia 26,808 27,150 27,618 25,751 27,839 3.8%
Cowlitz 24,644 24,996 25,154 25,914 26,781 8.7%
Douglas 22,588 23,339 23,768 24,096 25,578 13.2%
Ferry 18,697 18,766 19,304 19,594 20,444 9.3%
Franklin# 20,771 20,965 20,452 21,048 21,317 2.6%
Garfield 22,966 25,424 25,233 19,424 22,326 -2.8%
Grant 21,382 22,059 22,181 22,548 23,465 9.7%
Grays Harbor 23,001 23,736 24,148 24,707 25,928 12.7%
Island* 28,293 28,592 30,227 31,139 33,750 19.3%
Jefferson 30,654 31,799 34,657 35,610 38,004 24.0%
King* 44,153 44,704 49,533 48,789 52,655 19.3%
Kitsap* 31,571 32,652 34,746 36,308 39,353 24.6%
Kittitas 23,493 23,633 24,153 24,626 26,213 11.6%
Klickitat 24,300 24,570 25,163 26,037 27,827 14.5%
Lewis 23,360 23,667 24,533 25,002 26,638 14.0%
Lincoln 23,443 24,718 24,145 22,444 23,823 1.6%
Mason 24,297 24,913 26,235 26,531 27,807 14.4%
Okanogan 22,620 24,261 25,578 26,145 27,841 23.1%
Pacific 22,765 22,897 23,837 24,036 25,604 12.5%
Pend Oreille 21,286 22,318 22,381 22,288 23,520 10.5%
Pierce* 29,475 30,152 31,542 33,285 35,054 18.9%
San Juan 38,348 40,061 44,209 46,483 51,457 34.2%
Skagit 29,517 29,612 30,711 31,962 33,825 14.6%
Skamania 22,812 24,045 25,105 26,552 28,265 23.9%
Snohomish* 31,571 31,856 33,285 34,963 37,115 17.6%
Spokane* 26,493 27,038 28,002 28,544 30,266 14.2%
Stevens 20,328 21,032 21,769 22,456 23,869 17.4%
Thurston* 30,700 31,372 32,955 34,204 35,903 16.9%
Wahkiakum 23,163 25,340 24,927 25,058 26,080 12.6%
Walla Walla 23,022 24,220 24,867 24,658 26,188 13.8%
Whatcom# 25,343 26,600 28,036 29,214 30,688 21.1%
Whitman 19,212 20,356 21,479 20,885 23,190 20.7%
Yakima# 23,146 24,291 24,587 25,141 26,510 14.5%
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 4.5
2006 Per Capita Personal Income and Median Home Prices
Ordered by 2006 Per Capita Personal Income Rank

Per Capita Personal Income Rank Median Home Price Rank
King* $52,655 1 $425,000 2
San Juan $51,457 2 $539,500 1
Kitsap* $39,353 3 $275,000 7
Jefferson $38,004 4 $326,300 4
Snohomish* $37,115 5 $345,400 3
Thurston* $35,903 6 $252,200 11
Pierce* $35,054 7 $270,000 8
Skagit $33,825 8 $260,000 10
Island* $33,750 9 $300,000 5
Clark* $32,970 10 $269,400 9
Benton# $31,848 11 $157,200 23
Chelan $31,125 12 $202,000 15
Clallam $30,915 13 $231,500 13
Whatcom# $30,688 14 $282,300 6
Spokane* $30,266 15 $181,600 19
Asotin $28,689 16 $142,900 30
Skamania $28,265 17 N/A N/A
Okanogan $27,841 18 $145,600 26
Columbia $27,839 19 $100,000 35
Klickitat $27,827 20 N/A N/A
Mason $27,807 21 $191,700 17
Cowlitz $26,781 22 $174,500 21
Lewis $26,638 23 $170,000 22
Yakima# $26,510 24 $134,900 33
Kittitas $26,213 25 $248,000 12
Walla Walla $26,188 26 $175,800 20
Wahkiakum $26,080 27 $205,000 14
Grays Harbor $25,928 28 $148,000 25
Pacific $25,604 29 $135,000 32
Douglas $25,578 30 $202,000 15
Stevens $23,869 31 $143,700 27
Lincoln $23,823 32 N/A N/A
Pend Oreille $23,520 33 $143,700 27
Grant $23,465 34 $133,500 34
Whitman $23,190 35 $188,200 18
Garfield $22,326 36 $142,900 30
Adams $21,802 37 $89,800 36
Franklin# $21,317 38 $157,200 23
Ferry $20,444 39 $143,700 27
Washington $38,212 $293,800

Source: U.S. Department of Commerce, Bureau of Economic Analysis; Washington Center for Real Estate
Research.
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Footnotes for Tables 4.1, 4.4 and 4.5

# Metropolitan area (Defined by the US Office of Management and Budget: The general concept of a
metropolitan area is that of a large population nucleus, together with adjacent communities having a high
degree of social and economic integration with that core. Metropolitan areas comprise one or more entire
counties, except in New England, where cities and towns are the basic geographic units.).

* Urban area (Counties with greater than 100 persons per square mile. All urban areas are also metropolitan
areas.)

N/A Data not available for this year.

Footnotes for Tables 4.2 and 4.3

1. The employment estimates used to compute the average wage are a job, not person, count.
People holding more than one job are counted in the employment estimates for each job they hold.

2.2002-2006 estimates of employment and earnings by industry are based on the 2002 North American
Industry Classification System (NAICS).

3. Excludes limited partners.

4. “Other” consists of wage and salary disbursements to U.S. residents employed by international
organizations and foreign embassies and consulates in the United States.

5. Census Bureau midyear population estimates as of March 2007.

6. Personal contributions for social insurance are included in earnings by type and industry but they are
excluded from personal income.

7. The adjustment for residence is the net inflow of the earnings of interarea commuters. For the United
States, it consists of adjustments for border workers: Wage and salary disbursements to U.S. residents
commuting to Canada less wage and salary disbursements to Canadian and Mexican residents commuting
into the United States.

8. Rental income of persons includes the capital consumption adjustment.

9. Proprietors income includes the inventory valuation adjustment and capital consumption adjustment.

(D) Not shown to avoid disclosure of confidential information, but estimates for this item are included in the
totals.

(L) Less than $50,000, but the estimates for this item are included in the totals.

(N) Data not available for this year.

All state and local area dollar estimates are in current dollars (not adjusted for inflation).
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Detail Components of the
Washington Economic Forecast

Calendar Years

Note: The economic data discussed in these tables were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.



Appendix

Table Al.1
U.S. Economic Forecast Summary
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 10,675.7 11,003.5 11,319.4 11,566.8 11,726.7 11,876.412,263.6 12,671.3
% Ch 3.6 3.1 2.9 2.2 1.4 1.3 3.3 3.3
Real Consumption 7,561.3 7,803.6 8,044.1 8,277.8 8,395.6 8,464.5 8,702.9 8,997.3

% Ch 3.6 3.2 3.1 2.9 1.4 0.8 2.8 3.4
Real Nonresidential Fixed Investment 1,144.3 1,225.8 1,306.8 1,368.4 1,402.8 1,375.9 1,415.1 1,509.4

% Ch 5.8 7.1 6.6 4.7 2.5 -1.9 2.9 6.7
Real Residential Fixed Investment 560.1 597.1 569.5 4728 366.0 349.3 412.3 464.2
% Ch 10.0 6.6 -4.6 -17.0 -22.6 -4.6 18.0 12.6
Real Personal Income 8,973.3 9,230.7 9,577.6 9,920.1 9,993.210,095.210,448.010,864.5
% Ch 3.4 2.9 3.8 3.6 0.7 1.0 3.5 4.0
Real Per Capita Income ($/Person) 30,473 31,044 31,911 32,757 32,710 32,756 33,610 34,653
% Ch 2.4 1.9 2.8 2.7 -0.1 0.1 2.6 3.1

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.084 1.116 1.147 1176 1.221 1.250 1.270 1.291

% Ch 2.6 2.9 2.8 25 3.8 24 1.6 1.7
U.S. Consumer Price Index (1982-84=1.0) 1.889 1953 2.016 2.073 2.173 2.223 2.252 2.290
% Ch 2.7 3.4 3.2 2.9 4.8 2.3 1.3 1.7
Employment Cost Index (June 1989=1.0) 0.968 0.992 1.021 1.055 1.088 1.118 1.147 1.179
% Ch 2.7 25 2.9 3.4 3.1 2.8 25 2.8
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 11,685.912,433.913,194.7 13,841.314,327.214,817.615,612.7 16,467.2
% Ch 6.6 6.4 6.1 4.9 35 3.4 5.4 55
Personal Income 9,727.210,301.110,983.4 11,665.612,197.412,619.913,264.8 14,032.0
% Ch 6.2 5.9 6.6 6.2 4.6 35 5.1 5.8
Employment (Millions)
U.S. Civilian Labor Force 147.4 1493 1514 153.1 154.1 155.1 156.4 157.9
Total U.S. Employment 139.2 141.7 1444 146.0 146.1 146.0 1475 149.7
Unemployment Rate (%) 5.54 5.07 4.61 4.64 5.22 5.86 5.70 5.22
Nonfarm Payroll Employment 131.42 133.69 136.09 137.62 137.74 137.80 139.47 141.82
% Ch 11 1.7 1.8 11 0.1 0.0 1.2 1.7
Manufacturing 1432 1423 14.16 13.88 13.52 13.13 12.97 13.13
% Ch -1.3 -0.6 -0.5 -1.9 -2.6 -3.0 -1.2 1.2
Durable Manufacturing 8.92 8.96 8.98 8.82 8.55 8.26 8.18 8.36
% Ch -0.4 0.3 0.3 -1.9 -3.0 -3.4 -0.9 2.1
Nondurable Manufacturing 5.39 5.27 5.17 5.07 4.97 4.87 4.79 4.77
% Ch -2.8 -2.2 -1.8 2.1 -1.9 -2.2 -1.6 -0.4
Construction 6.97 7.33 7.69 7.62 7.16 6.81 6.91 7.19
% Ch 35 5.2 4.9 -1.0 -6.0 -4.9 15 4.1
Service-Producing 109.54 111.51 113.56 115.40 116.29 117.09 118.84 120.78
% Ch 1.3 1.8 1.8 1.6 0.8 0.7 15 1.6
Miscellaneous Indicators
Oil-WTI ($ per barrel) 41.5 56.6 66.1 722 119.0 1165 106.9 1014
Personal Saving/Disposable Income (%) 2.1 0.5 0.4 0.5 0.9 0.7 1.0 1.4
Auto Sales (Millions) 7.5 7.7 7.8 7.6 7.4 7.6 8.1 8.4
% Ch -1.4 2.2 15 -2.4 -3.2 3.2 6.8 3.7
Housing Starts (Millions) 1.950 2.073 1.812 1.341 0.932 1.064 1431 1.674
% Ch 5.2 6.3 -126 -26.0 -305 14.2 34.5 17.0
Federal Budget Surplus (Billions) -370.6 -318.3 -220.1 -218.5 -470.0 -449.0 -407.8 -375.7
Net Exports (Billions) -615.4 -7146 -762.0 -708.0 -788.8 -724.8 -661.8 -664.6
3-Month Treasury Bill Rate (%) 1.36 3.13 4.72 4.38 1.85 2.43 4.24 4.59
10-Year Treasury Note Yield (%) 4.27 4.29 4.79 4.63 3.78 4.00 5.21 5.44
Bond Index of 20 G.O. Munis. (%) 4.68 4.40 4.40 4.39 4.47 4.43 5.42 5.60
30-Year Fixed Mortgage Rate (%) 5.84 5.86 6.42 6.33 5.86 5.87 6.90 7.12

114 June 2008



Appendix

Table A1.2
U.S. Economic Forecast Summary
Forecast 2008 to 2011

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 11,238.7 11,306.7 11,336.7 11,395.511,412.6 11,520.1 11,658.9 11,675.7
% Ch , Annual Rate 4.8 2.4 1.1 2.1 0.6 3.8 4.9 0.6
Real Consumption 7,961.9 8,009.3 8,063.8 8,141.2 8,215.7 8,244.3 8,302.2 8,349.1
% Ch , Annual Rate 4.4 2.4 2.8 3.9 3.7 1.4 2.8 2.3
Real Nonresidential Fixed Investment 1,289.7 1,303.2 1,319.4 1,314.8 1,321.7 1,356.6 1,387.3 1,407.8
% Ch , Annual Rate 13.3 4.3 5.1 -1.4 2.1 11.0 9.4 6.0
Real Residential Fixed Investment 606.1 587.5 555.0 529.4 506.3 490.7 463.3 430.9
% Ch , Annual Rate -0.7 -11.7 -20.4 -17.2 -16.3 -11.8 -20.5 -25.2
Real Personal Income 9,505.7 9,519.1 9,558.3 9,727.2 9,876.3 9,866.0 9,955.6 9,982.4
% Ch , Annual Rate 6.7 0.6 1.7 7.3 6.3 -0.4 3.7 1.1
Real Per Capita Income ($/Person) 31,783 31,751 31,811 32,300 32,722 32,615 32,839 32,854
% Ch , Annual Rate 5.8 -0.4 0.8 6.3 5.3 -1.3 2.8 0.2

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.135 1.147 1.154 1151 1.161 1.173 1.179 1.190

% Ch , Annual Rate 1.8 4.3 2.6 -0.9 35 4.3 1.8 3.9
U.S. Consumer Price Index (1982-84=1.0) 1.994 2,013 2.032 2.024 2.043 2.066 2.080 2.106
% Ch , Annual Rate 1.8 3.7 3.9 -1.5 3.7 4.6 2.8 5.0
Employment Cost Index (June 1989=1.0) 1.008 1.016 1.025 1.033 1.043 1.051 1.059 1.067
% Ch , Annual Rate 2.8 3.2 3.6 3.2 3.9 3.1 3.1 3.1
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 12,964.613,155.013,266.913,392.313,551.913,768.813,970.5 14,074.2
% Ch , Annual Rate 8.4 6.0 3.4 3.8 4.9 6.6 6.0 3.0
Personal Income 10,787.110,915.5 11,030.9 11,200.2 11,469.2 11,577.3 11,735.0 11,880.9
% Ch , Annual Rate 8.6 4.8 4.3 6.3 10.0 3.8 5.6 5.1
Employment (Millions)
U.S. Civilian Labor Force 150.4 151.1 151.7 1524 1529 152.8 153.2 153.7
Total U.S. Employment 143.4 1441 1446 1456 146.0 1459 146.0 146.3
Unemployment Rate (%) 4.70 4.67 4.63 4.43 4.50 453 4.70 4.83
Nonfarm Payroll Employment 135.38 135.84 136.35 136.79 137.18 137.50 137.76 138.03
% Ch , Annual Rate 2.2 14 15 1.3 1.2 0.9 0.8 0.8
Manufacturing 1421 1420 14.16 14.06 1399 1391 13.85 13.79
% Ch, Annual Rate 0.3 -0.2 -1.2 -2.8 2.1 -2.2 -1.6 -1.8
Durable Manufacturing 8.99 9.01 8.99 8.94 8.88 8.83 8.80 8.75
% Ch, Annual Rate 1.0 1.0 -0.9 -2.4 -2.5 -2.2 -1.6 -1.9
Nondurable Manufacturing 5.22 5.19 5.17 5.12 5.10 5.08 5.05 5.03
% Ch, Annual Rate -1.0 -2.3 -1.8 -3.4 -1.3 -2.2 -1.7 -1.7
Construction 7.66 7.70 7.72 7.70 7.68 7.65 7.61 7.52
% Ch, Annual Rate 7.3 2.0 11 -1.0 -0.9 -1.5 -2.3 -4.5
Service-Producing 112.85 113.26 113.79 114.33 114.81 115.22 115.57 115.99
% Ch, Annual Rate 2.0 15 1.9 1.9 1.7 14 1.2 14
Miscellaneous Indicators
Oil-WTI ($ per barrel) 63.4 70.6 70.5 60.1 58.1 65.0 75.2 90.5
Personal Saving/Disposable Income (%) 0.9 0.3 0.0 0.4 1.0 0.3 0.4 0.2
Auto Sales (Millions) 7.8 7.9 7.8 7.6 7.6 7.7 7.3 7.8
% Ch , Annual Rate 14.3 1.6 -2.5 -8.0 -3.4 56 -16.4 26.0
Housing Starts (Millions) 2.120 1.855 1.702 1570 1.453 1.460 1.298 1.151
% Ch , Annual Rate 104  -414 -291 -27.7 -26.6 19 -37.6 -38.0
Federal Budget Surplus (Billions) -219.6 -239.9 -239.2 -181.5 -218.5 -206.8 -230.3 -2185
Net Exports (Billions) -763.3 -780.4 -799.1 -705.3 -714.2 -714.2 -694.7 -708.9
3-Month Treasury Bill Rate (%) 4.38 4.68 491 491 4.98 4.75 4.35 3.44
10-Year Treasury Note Yield (%) 4.57 5.07 4.90 4.63 4.68 4.85 4.73 4.26
Bond Index of 20 G.O. Munis. (%) 4.42 4.59 4.44 4.18 4.20 4.37 4.58 4.43
30-Year Fixed Mortgage Rate (%) 6.24 6.60 6.57 6.25 6.22 6.34 6.55 6.23
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Table Al.2
U.S. Economic Forecast Summary
Forecast 2008 to 2011

2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 11,701.911,706.9 11,755.3 11,742.911,751.3 11,823.4 11,915.8 12,015.1
% Ch , Annual Rate 0.9 0.2 1.7 -0.4 0.3 2.5 3.2 3.4
Real Consumption 8,369.7 8,384.5 8,430.7 8,397.4 8,394.6 8,438.1 8,483.5 8,542.0

% Ch , Annual Rate 1.0 0.7 2.2 -1.6 -0.1 2.1 2.2 2.8
Real Nonresidential Fixed Investment 1,406.9 1,406.2 1,393.3 1,404.7 1,380.1 1,370.4 1,371.1 1,381.8

% Ch , Annual Rate -0.3 -0.2 -3.6 3.3 -6.8 -2.8 0.2 3.2
Real Residential Fixed Investment 400.3 374.1 3534 336.2 330.1 339.7 3554 372.1
% Ch , Annual Rate -25.5 -23.7 -20.4 -18.1 -7.0 12.1 19.7 20.2
Real Personal Income 10,012.410,081.5 9,941.2 9,937.9 9,993.510,057.810,123.510,205.9
% Ch , Annual Rate 1.2 2.8 -5.4 -0.1 2.3 2.6 2.6 3.3
Real Per Capita Income ($/Person) 32,880 33,034 32,503 32,422 32,532 32,671 32,813 33,008
% Ch, Annual Rate 0.3 1.9 -6.3 -1.0 1.4 1.7 1.8 2.4

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.200 1.213 1.230 1.239 1.244 1.247 1252 1.257

% Ch , Annual Rate 35 4.2 6.0 2.9 1.6 0.8 1.8 15
U.S. Consumer Price Index (1982-84=1.0) 2.128 2.154 2197 2.213 2218 2.217 2225 2.231
% Ch , Annual Rate 4.3 5.1 8.1 3.0 1.0 -0.2 14 1.3
Employment Cost Index (June 1989=1.0) 1.076 1.083 1.092 1.100 1.107 1.115 1.122 1.129
% Ch , Annual Rate 3.4 2.8 3.2 3.0 2.6 2.7 2.7 25
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 14,195.614,243.014,395.514,474.414,569.6 14,705.514,897.8 15,097.6
% Ch , Annual Rate 35 1.3 4.4 2.2 2.7 3.8 5.3 55
Personal Income 12,018.412,225.212,230.812,315.212,434.212,539.912,677.0 12,828.7
% Ch , Annual Rate 4.7 7.1 0.2 2.8 3.9 3.4 4.4 4.9
Employment (Millions)
U.S. Civilian Labor Force 153.7 154.0 154.3 1545 1548 155.0 155.2 1555
Total U.S. Employment 146.1 146.1 146.1 146.0 1459 1459 146.1 146.3
Unemployment Rate (%) 4.93 5.13 5.29 5.52 5.76 5.88 5.90 5.89
Nonfarm Payroll Employment 137.92 137.77 137.70 137.57 137.48 137.61 137.87 138.24
% Ch , Annual Rate -0.3 -0.4 -0.2 -0.4 -0.3 0.4 0.8 11
Manufacturing 13.69 1356 13.46 13.39 13.33 13.18 13.03 12.96
% Ch, Annual Rate -2.8 -3.9 -2.7 2.1 -1.8 -4.4 -4.4 -2.2
Durable Manufacturing 8.68 8.58 8.50 8.45 8.40 8.30 8.19 8.15
% Ch, Annual Rate -3.1 -4.9 -3.5 -2.5 -2.0 -4.9 -5.1 -2.2
Nondurable Manufacturing 5.00 4.98 4.96 4.95 4.93 4.88 4.84 4.81
% Ch, Annual Rate -2.2 -2.0 -1.4 -1.3 -1.5 -3.6 -3.2 -2.2
Construction 7.38 7.23 7.10 6.94 6.82 6.79 6.80 6.83
% Ch, Annual Rate -7.2 -8.0 -7.1 -8.7 -6.5 -2.0 0.5 2.3
Service-Producing 116.10 116.23 116.38 116.47 116.55 116.86 117.27 117.69
% Ch, Annual Rate 0.4 0.4 0.5 0.3 0.3 11 14 14
Miscellaneous Indicators
Oil-WTI ($ per barrel) 979 121.0 131.3 126.0 121.0 118.0 115.0 112.0
Personal Saving/Disposable Income (%) 0.6 35 -0.2 -0.2 0.6 0.7 0.7 0.8
Auto Sales (Millions) 7.4 7.3 7.3 7.4 7.4 7.6 7.6 7.7
% Ch , Annual Rate -19.1 -2.3 0.5 0.5 35 9.7 25 3.6
Housing Starts (Millions) 1.042 0972 0.866 0.846 0.907 1.012 1.120 1.217
% Ch , Annual Rate -33.0 -242 -36.9 -9.1 32.2 54.7 50.3 39.4
Federal Budget Surplus (Billions) -311.9 -692.8 -440.2 -435.0 -446.4 -460.5 -453.1 -435.8
Net Exports (Billions) -716.6 -767.4 -834.3 -837.0 -7829 -732.0 -699.0 -685.2
3-Month Treasury Bill Rate (%) 2.15 1.52 1.86 1.88 1.89 2.03 2.58 3.22
10-Year Treasury Note Yield (%) 3.66 3.81 3.88 3.76 3.70 3.76 4.06 4.48
Bond Index of 20 G.O. Munis. (%) 4.59 4.57 4.43 4.30 4.21 4.22 4.46 4.82
30-Year Fixed Mortgage Rate (%) 5.87 5.94 5.87 5.73 5.65 5.66 5.90 6.26
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Table A1.2
U.S. Economic Forecast Summary
Forecast 2008 to 2011

2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3 2011:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 12,111.212,213.112,317.312,412.912,519.912,621.912,728.512,815.0
% Ch , Annual Rate 3.2 3.4 3.5 3.1 3.5 3.3 3.4 2.7
Real Consumption 8,601.1 8,662.1 8,739.7 8,808.6 8,882.1 8,950.9 9,040.6 9,115.8

% Ch , Annual Rate 2.8 2.9 3.6 3.2 3.4 3.1 4.1 3.4
Real Nonresidential Fixed Investment 1,386.9 1,403.4 1,423.6 1,446.5 1,472.6 1,497.4 1,522.5 1,545.0

% Ch , Annual Rate 1.5 4.8 5.9 6.6 7.4 6.9 6.9 6.1
Real Residential Fixed Investment 390.0 405.2 419.4 4345 4521 463.4 4694 4718
% Ch , Annual Rate 20.7 16.6 14.8 15.3 17.2 10.3 5.4 2.0
Real Personal Income 10,301.710,399.210,496.310,595.010,704.410,809.210,919.9 11,024.6
% Ch , Annual Rate 3.8 3.8 3.8 3.8 4.2 4.0 4.2 3.9
Real Per Capita Income ($/Person) 33,247 33,490 33,730 33,975 34,252 34,514 34,793 35,052
% Ch , Annual Rate 2.9 2.9 2.9 2.9 3.3 3.1 3.3 3.0

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.262 1.267 1.272 1278 1.283 1.289 1.294 1.300

% Ch , Annual Rate 15 1.6 1.8 1.7 1.7 1.7 1.8 1.8
U.S. Consumer Price Index (1982-84=1.0) 2.238 2.247 2257 2.266 2275 2.285 2294 2.304
% Ch , Annual Rate 1.3 15 1.7 1.7 1.6 1.6 1.6 1.8
Employment Cost Index (June 1989=1.0) 1.136 1.143 1.150 1.158 1.166 1.174 1.183 1.192
% Ch , Annual Rate 2.3 25 2.6 2.8 2.7 2.9 3.0 3.0
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 15,301.615,510.7 15,719.315,919.4 16,146.316,359.516,582.1 16,780.7
% Ch , Annual Rate 55 5.6 55 5.2 5.8 5.4 5.6 4.9
Personal Income 12,997.413,172.013,353.413,536.513,734.013,928.014,132.6 14,333.4
% Ch , Annual Rate 5.4 55 5.6 5.6 6.0 5.8 6.0 5.8
Employment (Millions)
U.S. Civilian Labor Force 155.8 156.2 156.6 157.0 157.4 157.8 158.1 158.5
Total U.S. Employment 146.7 147.2 147.7 148.2 148.8 149.4 150.0 150.5
Unemployment Rate (%) 5.84 5.76 5.66 5.55 5.42 5.28 5.15 5.05
Nonfarm Payroll Employment 138.67 139.20 139.72 140.27 140.90 141.52 142.15 142.70
% Ch, Annual Rate 1.2 15 15 1.6 1.8 1.8 1.8 15
Manufacturing 1294 1295 1298 13.02 13.07 13.11 13.16 13.18
% Ch, Annual Rate -0.7 0.5 0.8 14 14 1.2 15 0.8
Durable Manufacturing 8.13 8.16 8.19 8.24 8.29 8.33 8.39 8.42
% Ch, Annual Rate -0.5 1.2 1.8 2.4 2.4 2.0 2.7 15
Nondurable Manufacturing 4.80 4.79 4.78 4.78 4.77 4.77 4.77 4.76
% Ch, Annual Rate -0.9 -0.8 -0.9 -0.4 -0.3 -0.1 -0.5 -0.4
Construction 6.84 6.88 6.93 6.99 7.08 7.16 7.24 7.30
% Ch, Annual Rate 0.3 2.6 2.7 3.6 5.1 4.6 4.5 3.3
Service-Producing 118.14 118.62 119.08 119.53 120.03 120.54 121.05 121.52
% Ch, Annual Rate 1.6 1.6 1.6 15 1.7 1.7 1.7 1.6
Miscellaneous Indicators
Oil-WTI ($ per barrel) 109.0 107.3 106.3 105.0 103.3 102.3 100.7 99.3
Personal Saving/Disposable Income (%) 0.7 1.0 1.1 1.3 1.2 1.4 15 1.6
Auto Sales (Millions) 7.9 8.1 8.2 8.2 8.1 8.4 8.5 8.6
% Ch, Annual Rate 10.2 11.6 4.9 -0.3 -5.6 14.2 8.8 5.1
Housing Starts (Millions) 1293 1.386 1.477 1567 1621 1.659 1.696 1.720
% Ch, Annual Rate 27.2 32.2 28.8 27.0 14.4 9.6 9.3 5.8
Federal Budget Surplus (Billions) -407.3 -410.5 -409.8 -403.4 -379.3 -381.6 -372.1 -369.8
Net Exports (Billions) -672.2 -651.4 -657.6 -666.0 -665.2 -656.8 -663.1 -673.1
3-Month Treasury Bill Rate (%) 3.71 4.15 4.52 4.59 4.59 4.59 4.59 4.59
10-Year Treasury Note Yield (%) 4.84 5.16 5.41 5.44 5.44 5.44 5.44 5.44
Bond Index of 20 G.O. Munis. (%) 5.12 5.38 5.57 5.60 5.60 5.60 5.60 5.60
30-Year Fixed Mortgage Rate (%) 6.56 6.84 7.09 7.12 7.12 7.12 7.12 7.12
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Table A1.3
Washington Economic Forecast Summary
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011

Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 201.462 201.399 212.424 222.522 225.876 230.866 241.126 251.957
% Ch 4.8 -0.0 55 4.8 15 2.2 4.4 45
Real Wage and Salary Disb. 109.983 112.778 118.891 125.220 126.547 129.476 134.775 140.119

% Ch 1.8 25 5.4 5.3 11 2.3 4.1 4.0
Real Nonwage Income 91.479 88.621 93.533 97.302 99.329 101.390 106.350 111.837
% Ch 8.7 -3.1 55 4.0 2.1 2.1 4.9 5.2

Real Per Capita Income ($/Person) 32,483 31,962 33,098 34,077 34,006 34,159 35,088 36,106
% Ch 35 -1.6 3.6 3.0 -0.2 0.4 2.7 2.9

Price and Wage Indexes

U.S. Implicit Price Deflator, PCE (2000=1.0) 1.084 1.116 1.147 1176 1.221 1.250 1.270 1.291
% Ch 2.6 2.9 2.8 25 3.8 2.4 1.6 1.7

Seattle Cons. Price Index (1982-84=1.0) 1.947 2.002 2.076 2.157 2.259 2.324 2371 2419
% Ch 1.2 2.8 3.7 3.9 4.7 2.9 2.0 2.0

Average Nonfarm Annual Wage 42,234 43,258 45,576 48,066 49,732 51,610 53,635 55,755
% Ch 2.7 2.4 5.4 55 35 3.8 3.9 4.0

Avg. Hourly Earnings-Mfg. ($/Hour) 18.28 18.81 1991 20.51 21.04 21.42 21.75 22.16
% Ch 14 2.9 5.8 3.0 2.6 1.8 15 1.9

Current Dollar Income (Billions of Dollars)

Personal Income 218.432 224.736 243.597 261.682 275.709 288.608 306.136 325.414
% Ch 7.6 2.9 8.4 7.4 5.4 4.7 6.1 6.3

Disposable Personal Income 194.929 198.357 213.559 228.400 242.972 253.279 267.711 284.087
% Ch 7.8 1.8 7.7 6.9 6.4 4.2 5.7 6.1

Per Capita Income ($/Person) 35,218 35,664 37,955 40,073 41,506 42,702 44,547 46,632
% Ch 6.3 1.3 6.4 5.6 3.6 2.9 4.3 4.7

Employment (Thousands)

Washington Civilian Labor Force 3,208.3 3,270.9 3,333.6 3,408.2 3,484.9 3,543.1 3,608.5 3,668.0
Total Washington Employment 3,008.2 3,091.1 3,170.5 3,253.5 3,310.4 3,343.1 3,400.4 3,459.0

Unemployment Rate (%) 6.24 5.50 4.89 4.54 5.01 5.65 5.77 5.70

Nonfarm Payroll Employment 2,701.0 2,777.0 2,859.1 2,931.7 2,969.8 2,998.7 3,052.6 3,107.8
% Ch 1.6 2.8 3.0 25 1.3 1.0 1.8 1.8
Manufacturing 263.7 2726 2859 293.2 296.5 293.3 293.0 295.8

% Ch -1.3 3.4 4.9 25 11 -1.1 -0.1 0.9
Durable Manufacturing 182.4 1915 204.0 211.6 2155 212.7 2124 2145
% Ch -0.7 5.0 6.6 3.7 1.8 -1.3 -0.2 1.0
Aerospace 61.5 65.6 73.4 80.1 85.3 86.6 86.6 86.6

% Ch -5.8 6.8 11.9 9.1 6.5 15 0.0 0.0
Nondurable Manufacturing 81.3 81.1 81.9 81.6 80.9 80.6 80.6 81.3
% Ch -2.4 -0.2 0.9 -0.4 -0.8 -0.5 0.0 0.9
Construction 164.2 177.4 1949 207.4 205.0 200.7 2019 202.4
% Ch 5.1 8.0 9.9 6.4 -1.1 2.1 0.6 0.2
Service-Producing 2,264.0 2,318.1 2,369.6 2,422.9 2,460.5 2,497.1 2,550.2 2,601.7
% Ch 1.7 2.4 2.2 2.2 1.6 15 2.1 2.0
Software Publishers 39.3 41.3 44.7 47.7 49.8 52.1 54.5 57.1
% Ch 5.1 5.1 8.4 6.7 4.4 4.5 4.7 4.8

Housing Indicators (Thousands)

Housing Units Authorized by Bldg. Permit 50.089 52.988 50.033 47.397 32.947 44.593 49.202 49.792
% Ch 17.0 5.8 -5.6 -53 -305 35.3 10.3 1.2
Single-Family 36.489 41.407 35.611 30.390 21.241 30.590 33.007 33.161

% Ch 10.3 135 -140 -147 -30.1 44.0 7.9 0.5
Multi-Family 13.600 11.581 14.422 17.007 11.706 14.003 16.195 16.631
% Ch 39.7 -14.38 24.5 179 -31.2 19.6 15.7 2.7
30-Year Fixed Mortgage Rate (%) 5.84 5.86 6.42 6.33 5.86 5.87 6.90 7.12
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Table A1.4
Washington Economic Forecast Summary
Forecast 2008 to 2011
2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 210.338 210.457 211.834 217.066 219.329 220.681 224.373 225.705
% Ch, Annual Rate 11.9 0.2 2.6 10.3 4.2 2.5 6.9 2.4
Real Wage and Salary Disb. 118.231 117.114 118.036 122.182 123.250 123.834 126.354 127.440

% Ch, Annual Rate 12.8 -3.7 3.2 14.8 3.5 1.9 8.4 3.5
Real Nonwage Income 92.107 93.344 93.799 94.883 96.078 96.846 98.019 98.264
% Ch, Annual Rate 10.8 5.5 2.0 4.7 5.1 3.2 4.9 1.0

Real Per Capita Income ($/Person) 32,991 32,865 32,935 33,602 33,805 33,869 34,289 34,347

% Ch, Annual Rate 9.8 -1.5 0.9 8.3 2.4 0.7 5.1 0.7

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.135 1.147 1.154 1151 1.161 1.173 1.179 1.190

% Ch, Annual Rate 1.8 4.3 2.6 -0.9 3.5 4.3 1.8 3.9
Seattle Cons. Price Index (1982-84=1.0) 2.043 2.068 2.091 2104 2125 2145 2160 2.196
% Ch, Annual Rate 2.9 5.0 4.6 2.4 4.2 3.8 2.9 6.7
Average Nonfarm Annual Wage 45,229 45,005 45,382 46,691 47,077 47,581 48,493 49,111
% Ch, Annual Rate 111 -2.0 3.4 12.0 3.4 4.3 7.9 5.2
Avg. Hourly Earnings-Mfg. ($/Hour) 19.57 19.86 20.23 19.97 20.20 20.46 20.69 20.66
% Ch, Annual Rate 2.1 6.0 7.6 -5.0 4.8 5.2 4.6 -0.6
Current Dollar Income (Billions of Dollars)
Personal Income 238.679 241.322 244.459 249.928 254.695 258.948 264.465 268.621
% Ch, Annual Rate 13.9 4.5 5.3 9.3 7.9 6.8 8.8 6.4
Disposable Personal Income 209.503 211.640 214.428 218.665 222.391 225.899 230.890 234.420
% Ch, Annual Rate 11.9 4.1 5.4 8.1 7.0 6.5 9.1 6.3
Per Capita Income ($/Person) 37,436 37,685 38,008 38,689 39,256 39,742 40,416 40,877
% Ch, Annual Rate 11.8 2.7 3.5 7.4 6.0 5.0 7.0 4.6
Employment (Thousands)
Washington Civilian Labor Force 3,315.7 3,330.3 3,336.9 3,351.5 3,371.3 3,396.8 3,422.1 3,4425
Total Washington Employment 3,155.9 3,165.8 3,171.3 3,188.8 3,219.7 3,244.1 3,265.9 3,284.3
Unemployment Rate (%) 4.82 4.94 4.96 4.86 4.50 4.50 4.57 4.60
Nonfarm Payroll Employment 2,835.2 2,850.7 2,867.0 2,883.7 2,909.5 2,923.2 2,938.2 2,955.8
% Ch, Annual Rate 3.4 2.2 2.3 2.4 3.6 1.9 2.1 2.4
Manufacturing 283.1 2845 287.0 289.1 2909 291.7 2943 2959
% Ch, Annual Rate 6.6 2.1 3.5 3.0 2.5 1.0 3.6 2.3
Durable Manufacturing 201.0 202.7 205.0 2075 209.1 210.6 212.7 2141
% Ch, Annual Rate 7.3 3.6 4.5 5.0 3.1 3.0 4.0 2.5
Aerospace 71.4 72.2 74.0 76.1 77.8 78.9 81.0 82.7
% Ch, Annual Rate 10.3 4.4 10.5 12.0 9.0 5.9 11.2 8.3
Nondurable Manufacturing 82.1 81.8 82.0 81.7 81.8 81.0 81.5 81.9
% Ch, Annual Rate 4.9 -1.3 0.9 -1.6 0.8 -3.9 2.5 1.6
Construction 189.7 193.5 196.8 199.5 205.3 208.0 208.0 208.2
% Ch, Annual Rate 12.8 8.4 7.0 5.6 12.0 5.5 -0.1 0.4
Service-Producing 2,353.6 2,363.8 2,374.6 2,386.5 2,405.1 2,415.3 2,427.8 2,443.6
% Ch, Annual Rate 2.4 1.8 1.8 2.0 3.1 1.7 2.1 2.6
Software Publishers 43.0 44.3 45.4 46.1 47.1 47.5 47.8 48.4
% Ch, Annual Rate 8.1 12.8 10.2 6.3 9.0 3.6 2.5 4.5

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 49.680 53.377 53.276 43.800 59.237 45.744 46.160 38.446

% Ch, Annual Rate -52.2 33.3 -0.8 -54.3 2346 -644 3.7 -51.9
Single-Family 38.459 36.656 35.501 31.829 35.289 33.667 29.616 22.988
% Ch, Annual Rate -46.0 -17.5 -12.0 -35.4 51.1 -17.2 -40.1 -63.7
Multi-Family 11.221 16.720 17.775 11.971 23.948 12.077 16.545 15.457
% Ch, Annual Rate -67.8 392.9 27.7  -79.4 1,501.8 -93.5 252.2 -23.8
30-Year Fixed Mortgage Rate (%) 6.24 6.60 6.57 6.25 6.22 6.34 6.55 6.23
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Table Al1.4
Washington Economic Forecast Summary
Forecast 2008 to 2011
2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 225.186 226.810 226.078 225.431 227.727 229.133 232.846 233.757
% Ch, Annual Rate -0.9 29 -1.3 -1.1 4.1 2.5 6.6 1.6
Real Wage and Salary Disb. 126.566 125.962 127.193 126.467 127.766 128.289 131.049 130.801

% Ch, Annual Rate -2.7 -1.9 4.0 -2.3 4.2 1.6 8.9 -0.8
Real Nonwage Income 98.620 100.848 98.885 98.963 99.961 100.845 101.797 102.956
% Ch, Annual Rate 15 9.3 -7.6 0.3 4.1 3.6 3.8 4.6

Real Per Capita Income ($/Person) 34,123 34,221 33,963 33,718 33,914 33,976 34,378 34,367

% Ch, Annual Rate -2.6 1.2 -3.0 -2.8 2.3 0.7 4.8 -0.1

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.200 1.213 1.230 1.239 1.244 1.247 1252 1.257

% Ch, Annual Rate 3.5 4.2 6.0 2.9 1.6 0.8 1.8 1.5
Seattle Cons. Price Index (1982-84=1.0) 2221 2233 2280 2301 2312 2315 2.328 2.340
% Ch, Annual Rate 4.7 2.1 8.8 3.7 1.8 0.6 2.2 2.0
Average Nonfarm Annual Wage 48,938 49,237 50,386 50,366 50,951 51,095 52,261 52,133
% Ch, Annual Rate -1.4 2.5 9.7 -0.2 4.7 11 9.4 -1.0
Avg. Hourly Earnings-Mfg. ($/Hour) 20.95 20.95 21.08 21.19 21.28 21.37 2147 2155
% Ch, Annual Rate 5.6 0.1 2.4 2.2 1.6 1.7 1.8 15
Current Dollar Income (Billions of Dollars)
Personal Income 270.291 275.040 278.147 279.358 283.344 285.678 291.578 293.831
% Ch, Annual Rate 2.5 7.2 4.6 1.8 5.8 3.3 8.5 3.1
Disposable Personal Income 236.194 246.185 244.643 244.865 248.851 250.875 255.823 257.567
% Ch, Annual Rate 3.1 18.0 -2.5 0.4 6.7 3.3 8.1 2.8
Per Capita Income ($/Person) 40,958 41,498 41,785 41,785 42,197 42,360 43,050 43,199
% Ch, Annual Rate 0.8 5.4 2.8 -0.0 4.0 1.6 6.7 1.4
Employment (Thousands)
Washington Civilian Labor Force 3,460.8 3,476.1 3,495.4 3,507.3 3,520.3 3,534.9 3,550.6 3,566.6
Total Washington Employment 3,302.1 3,307.4 3,313.5 3,318.5 3,325.6 3,336.1 3,348.6 3,361.9
Unemployment Rate (%) 4.58 4.85 5.21 5.38 5.53 5.63 5.69 5.74
Nonfarm Payroll Employment 2,967.6 2,965.2 2,970.9 2,975.6 2,982.3 2,992.1 3,003.9 3,016.5
% Ch, Annual Rate 1.6 -0.3 0.8 0.6 0.9 1.3 1.6 1.7
Manufacturing 296.8 296.4 296.6 296.1 296.1 2939 292.0 291.3
% Ch, Annual Rate 1.2 -0.5 0.2 -0.6 -0.0 -3.0 -2.6 -0.9
Durable Manufacturing 2154 2159 2158 215.0 2148 213.2 211.7 211.2
% Ch, Annual Rate 2.5 1.0 -0.3 -1.4 -0.4 -3.0 -2.7 -1.0
Aerospace 84.0 85.1 85.8 86.4 86.6 86.6 86.6 86.6
% Ch, Annual Rate 6.4 5.6 3.3 2.8 0.9 0.0 0.0 0.0
Nondurable Manufacturing 81.4 80.5 80.8 81.1 81.3 80.7 80.2 80.0
% Ch, Annual Rate -2.2 -4.4 1.4 15 0.9 -2.8 -2.4 -0.9
Construction 208.0 206.8 203.8 201.7 200.7 200.6 200.8 200.9
% Ch, Annual Rate -0.5 -2.3 -5.6 -4.1 -1.8 -0.3 0.5 0.2
Service-Producing 2,454.9 2,454.0 2,462.8 2,470.3 2,477.9 2,490.2 2,503.6 2,516.9
% Ch, Annual Rate 1.9 -0.1 1.4 1.2 1.2 2.0 2.2 2.1
Software Publishers 48.9 49.3 50.1 50.8 51.4 51.7 52.3 52.9
% Ch, Annual Rate 4.6 3.6 6.6 5.6 4.2 3.1 4.0 5.3

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 31.613 31.868 31.639 36.668 39.957 43.794 46.311 48.312

% Ch, Annual Rate -54.3 3.3 -2.8 80.4 41.0 44.3 25.1 18.4
Single-Family 19.037 19.008 21.744 25.174 27.691 30.138 31.702 32.830
% Ch, Annual Rate -53.0 -0.6 71.2 79.7 46.4 40.3 22.4 15.0
Multi-Family 12.576 12.860 9.895 11.494 12.266 13.656 14.609 15.482
% Ch, Annual Rate -56.2 9.3 -64.9 82.1 29.7 53.6 31.0 26.1
30-Year Fixed Mortgage Rate (%) 5.87 5.94 5.87 5.73 5.65 5.66 5.90 6.26
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Table A1.4
Washington Economic Forecast Summary
Forecast 2008 to 2011
2010:1 2010:2 2010:3 2010:4 2011:1
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 237.203 239.178 243.580 244.541 248.006
% Ch, Annual Rate 6.0 3.4 7.6 1.6 5.8
Real Wage and Salary Disb. 132.962 133.500 136.510 136.130 138.263

% Ch, Annual Rate 6.8 1.6 9.3 -1.1 6.4
Real Nonwage Income 104.241 105.678 107.070 108.411 109.742
% Ch, Annual Rate 5.1 5.6 5.4 5.1 5.0

Real Per Capita Income ($/Person) 34,729 34,875 35,374 35,374 35,738

% Ch, Annual Rate 4.3 1.7 5.9 0.0 4.2

Price and Wage Indexes
U.S. Implicit Price Deflator, PCE (2000=1.0) 1.262 1.267 1.272 1.278 1.283

% Ch, Annual Rate 1.5 1.6 1.8 1.7 1.7
Seattle Cons. Price Index (1982-84=1.0) 2.351 2364 2377 2.390 2.402
% Ch, Annual Rate 2.0 2.2 2.3 2.1 2.0
Average Nonfarm Annual Wage 52,933 53,098 54,342 54,165 54,994
% Ch, Annual Rate 6.3 1.3 9.7 -1.3 6.3
Avg. Hourly Earnings-Mfg. ($/Hour) 21.62 21.70 21.79 21.89 21.99
% Ch, Annual Rate 1.3 1.5 1.7 1.9 1.8
Current Dollar Income (Billions of Dollars)
Personal Income 299.273 302.954 309.883 312.433 318.199
% Ch, Annual Rate 7.6 5.0 9.5 3.3 7.6
Disposable Personal Income 261.578 264.819 271.107 273.339 277.716
% Ch, Annual Rate 6.4 5.1 9.8 3.3 6.6
Per Capita Income ($/Person) 43,816 44,174 45,003 45,195 45,852
% Ch, Annual Rate 5.8 3.3 7.7 1.7 5.9
Employment (Thousands)
Washington Civilian Labor Force 3,583.6 3,600.7 3,616.9 3,633.0 3,649.0
Total Washington Employment 3,377.4 3,393.5 3,408.0 3,422.7 3,437.6
Unemployment Rate (%) 5.75 5.76 5.78 5.79 5.79
Nonfarm Payroll Employment 3,031.0 3,046.1 3,059.7 3,073.6 3,087.6
% Ch, Annual Rate 1.9 2.0 1.8 1.8 1.8
Manufacturing 291.8 292.7 2934 2942 2949
% Ch, Annual Rate 0.7 1.3 0.9 1.1 1.0
Durable Manufacturing 211.4 2121 2128 2134 213.9
% Ch, Annual Rate 0.4 1.3 1.2 1.2 1.0
Aerospace 86.6 86.6 86.6 86.6 86.6
% Ch, Annual Rate 0.0 0.0 0.0 0.0 0.0
Nondurable Manufacturing 80.3 80.6 80.6 80.8 81.0
% Ch, Annual Rate 1.6 1.1 0.3 0.9 1.0
Construction 2015 2019 202.1 202.2 202.3
% Ch, Annual Rate 1.2 0.9 0.4 0.1 0.2
Service-Producing 2,530.4 2,544.0 2,556.7 2,569.6 2,582.7
% Ch, Annual Rate 2.2 2.2 2.0 2.0 2.0
Software Publishers 53.5 54.2 54.9 55.5 56.2
% Ch, Annual Rate 4.6 5.0 5.0 4.9 4.8

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 49.103 48.886 48.965 49.855 49.963

2011:2 2011:3 2011:4

249.875 254.500 255.446
3.0 7.6 1.5
138.766 141.946 141.503
15 9.5 -1.2
111.109 112.554 113.944
51 53 5.0
35,872 36,404 36,411
15 6.1 0.1

1.289 1.294 1.300

1.7 1.8 1.8
2413 2.424  2.435
1.9 1.8 1.9
55,187 56,500 56,338
1.4 9.9 -1.1
2210 2222 22.34
2.0 2.2 2.2
321.970 329.376 332.111
4.8 9.5 3.4
281.069 287.575 289.989
4.9 9.6 3.4
46,222 47,114 47,338
3.3 7.9 1.9
3,661.9 3,674.7 3,686.5
3,452.1 3,466.6 3,479.9
5.73 5.66 5.60
3,101.2 3,114.9 3,127.4
1.8 1.8 1.6
2955 296.2 296.5
0.8 0.9 0.4
2142 2148 2149
0.6 1.0 0.3
86.6 86.6 86.6
0.0 0.0 0.0
81.3 81.4 81.6
15 0.7 0.7
202.4 2025 202.5
0.2 0.2 -0.0
2,595.5 2,608.3 2,620.5
2.0 2.0 1.9
56.8 57.5 58.1
4.7 4.7 4.5

49.929 49.906 49.372

% Ch, Annual Rate 6.7 -1.8 0.6 7.5 0.9 -0.3 -0.2 -4.2
Single-Family 32.988 32.787 32.789 33.462 33.291 33.214 33.167 32.972
% Ch, Annual Rate 1.9 -2.4 0.0 8.5 -2.0 -0.9 -0.6 -2.3
Multi-Family 16.115 16.098 16.175 16.392 16.672 16.714 16.739 16.400
% Ch, Annual Rate 17.4 -0.4 1.9 5.5 7.0 1.0 0.6 -7.9
30-Year Fixed Mortgage Rate (%) 6.56 6.84 7.09 7.12 7.12 7.12 7.12 7.12
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Table A2.1
U.S. Nonagricultural Employment by Industry (Millions)
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011

Nonfarm Payroll Employment 131.42 133.69 136.09 137.62 137.74 137.80 139.47 141.82
% Ch 1.1 1.7 1.8 1.1 0.1 0.0 1.2 1.7
Manufacturing 1432 1423 14.16 13.88 1352 13.13 12.97 13.13

% Ch -1.3 -0.6 -0.5 -1.9 -2.6 -3.0 -1.2 1.2
Durable Manufacturing 8.92 8.96 8.98 8.82 8.55 8.26 8.18 8.36
% Ch -0.4 0.3 0.3 -1.9 -3.0 -3.4 -0.9 21
Wood Products 0.55 0.56 0.56 0.52 0.48 0.45 0.49 0.53

% Ch 2.3 1.7 -0.0 -7.0 -7.6 -7.0 9.1 8.7
Primary and Fabricated Metals 1.96 1.99 2.02 2.02 1.99 1.92 1.83 1.85

% Ch 0.4 1.2 15 0.1 -1.3 -3.8 -4.7 1.0
Computer and Electronic Products 1.32 1.32 131 1.27 1.24 1.16 1.14 1.11

% Ch -2.4 -0.5 -0.6 -2.7 -2.5 -6.5 -1.4 -2.8
Machinery and Electrical Equipment 1.59 1.60 1.62 1.62 1.61 1.58 1.55 1.57

% Ch -1.3 0.5 1.1 -0.1 -0.5 -15 -2.2 1.3
Transportation Equipment 1.77 1.77 1.77 1.71 1.62 1.58 1.61 1.70

% Ch -0.5 0.3 -0.2 -3.3 -5.6 -2.2 2.0 5.5
Other Durables 1.73 1.72 1.71 1.68 1.62 1.57 1.56 1.60

% Ch 0.2 -0.6 -0.4 -2.1 -3.8 -2.7 -0.5 25
Nondurable Manufacturing 5.39 5.27 5.17 5.07 4.97 4.87 4.79 4.77
% Ch -2.8 -2.2 -1.8 -2.1 -1.9 -2.2 -1.6 -0.4
Food Manufacturing 1.49 1.48 1.48 1.48 1.49 1.50 151 1.52

% Ch -1.5 -1.1 0.1 0.1 0.4 1.0 0.6 0.7
Paper and Paper Products 0.50 0.48 0.47 0.46 0.45 0.44 0.43 0.43

% Ch -4.0 -2.3 -2.8 -2.1 -1.5 -3.2 -1.4 0.3
Other Nondurables 3.40 3.31 3.22 3.13 3.03 2.92 2.85 2.81

% Ch -3.2 -2.7 -2.6 -3.1 -3.0 -3.5 -2.7 -1.2
Natural Resources and Mining 0.59 0.63 0.68 0.72 0.76 0.78 0.74 0.71
% Ch 3.3 6.2 9.1 5.6 5.1 2.2 -4.8 -3.5
Construction 6.97 7.33 7.69 7.62 7.16 6.81 6.91 7.19
% Ch 3.5 5.2 4.9 -1.0 -6.0 -4.9 15 4.1
Trade, Transportation, and Utilities 2553 25,96 26.28 26.60 26.44 26.31 26.67 26.87
% Ch 1.0 1.7 1.2 1.2 -0.6 -0.5 1.4 0.7
Wholesale Trade 5.66 5.76 5.90 6.03 6.01 5.92 6.00 6.10
% Ch 1.0 1.8 25 21 -0.3 -1.6 1.3 1.7
Retail Trade 15.06 15.28 15.36 1549 1534 1531 15.46 15.39
% Ch 0.9 15 0.5 0.9 -1.0 -0.2 1.0 -0.4
Trans., Warehousing, and Utilities 4.81 4.92 5.02 5.09 5.09 5.08 5.21 5.37
% Ch 1.1 2.2 21 1.4 -0.1 -0.2 2.6 3.1
Information 3.12 3.06 3.04 3.03 3.00 2.93 2.89 2.88
% Ch -2.3 -1.8 -0.8 -0.3 -0.9 -2.3 -1.5 -0.5
Publishing Industries 0.91 0.90 0.90 0.90 0.88 0.85 0.84 0.85

% Ch -1.7 -0.6 -0.2 -0.4 -1.9 -3.0 -1.4 0.7
Other Information 221 2.16 2.14 2.13 2.12 2.08 2.05 2.03
% Ch -2.5 -2.3 -1.0 -0.2 -0.4 -2.1 -15 -0.9
Financial Activities 8.03 8.15 8.33 8.31 8.20 8.25 8.42 8.62
% Ch 0.7 15 2.2 -0.2 -1.3 0.6 2.0 2.3
Professional and Business Services 16.39 16.95 17.57 17.97 18.10 18.31 19.23 20.22
% Ch 25 3.4 3.7 2.2 0.7 1.2 5.0 5.2
Education and Health Services 1695 17.37 17.83 18.33 18.87 19.42 19.72 19.94
% Ch 2.2 25 2.6 2.8 3.0 29 15 1.1
Leisure and Hospitality 12.49 12,81 13.11 13.47 13.74 13.80 13.80 14.04
% Ch 2.6 2.6 2.3 2.8 2.0 0.4 0.0 1.8
Other Services 5.41 5.39 5.44 5.49 5.54 5.52 5.38 5.35
% Ch 0.2 -0.3 0.8 1.0 0.9 -0.4 -2.5 -0.6
Federal Government 2.73 2.73 2.73 2.73 2.73 2.73 2.78 2.72
% Ch -1.1 0.0 -0.0 -0.2 0.1 0.1 1.7 -2.2
State and Local Government 18.89 19.07 19.24 19.47 19.68 19.82 19.96 20.16
% Ch 0.4 1.0 0.9 1.2 1.0 0.7 0.7 1.0

122 June 2008



Appendix

Table A2.2

U.S. Nonagricultural Employment by Industry (Millions)

Forecast 2008 to 2011

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Nonfarm Payroll Employment

135.38 135.84 136.35 136.79 137.18 137.50 137.76 138.03

% Ch, Annual Rate 2.2 1.4 15 1.3 1.2 0.9 0.8 0.8
Manufacturing 1421 1420 14.16 14.06 13,99 1391 13.85 13.79
% Ch, Annual Rate 0.3 -0.2 -1.2 -2.8 -2.1 -2.2 -1.6 -1.8
Durable Manufacturing 8.99 9.01 8.99 8.94 8.88 8.83 8.80 8.75
% Ch, Annual Rate 1.0 1.0 -0.9 -2.4 -2.5 -2.2 -1.6 -1.9
Wood Products 0.57 0.57 0.56 0.54 0.53 0.52 0.52 0.51

% Ch, Annual Rate 4.6 -3.6 -6.8 -11.3 -7.6 -5.7 -2.8 -6.8
Primary and Fabricated Metals 2.00 2.01 2.03 2.02 2.02 2.02 2.02 2.02

% Ch, Annual Rate 1.7 21 2.7 -1.0 -0.1 -0.7 -0.3 -0.0
Computer and Electronic Products 131 131 131 1.30 1.29 1.27 1.26 1.26

% Ch, Annual Rate -1.7 1.7 -1.7 -2.3 -3.1 -4.9 -3.0 -2.1
Machinery and Electrical Equipment 1.61 1.62 1.62 1.62 1.62 1.61 1.62 1.62

% Ch, Annual Rate 1.1 2.0 1.6 -0.5 -1.2 -0.2 0.2 0.1
Transportation Equipment 1.77 1.78 1.77 1.75 1.73 1.72 1.71 1.69

% Ch, Annual Rate 0.6 21 -3.3 -3.4 -4.9 -2.9 -2.8 -3.8

Other Durables 1.72 1.72 1.71 1.70 1.69 1.68 1.67 1.66

% Ch, Annual Rate 1.3 -1.2 -2.1 -1.8 -2.2 -2.0 -2.4 -2.3
Nondurable Manufacturing 5.22 5.19 5.17 5.12 5.10 5.08 5.05 5.03
% Ch, Annual Rate -1.0 -2.3 -1.8 -3.4 -1.3 -2.2 -1.7 -1.7
Food Manufacturing 1.48 1.48 1.48 1.48 1.48 1.48 1.48 1.48

% Ch, Annual Rate 1.2 0.4 0.3 -0.7 0.5 0.1 0.5 -0.2
Paper and Paper Products 0.48 0.47 0.47 0.47 0.46 0.46 0.46 0.46

% Ch, Annual Rate -1.7 -3.2 -2.6 -3.0 -1.7 -2.2 -1.4 0.1

Other Nondurables 3.27 3.24 3.22 3.18 3.16 3.13 3.11 3.09

% Ch, Annual Rate -1.9 -3.4 -2.6 -4.7 -2.1 -3.3 -2.7 -2.6
Natural Resources and Mining 0.66 0.68 0.69 0.70 0.71 0.72 0.73 0.73
% Ch, Annual Rate 10.1 12.0 6.2 6.3 5.0 5.0 4.1 3.9
Construction 7.66 7.70 7.72 7.70 7.68 7.65 7.61 7.52
% Ch, Annual Rate 7.3 2.0 11 -1.0 -0.9 -1.5 -2.3 -4.5
Trade, Transportation, and Utilities 26.19 26.22 26.29 26.41 26.53 26.59 26.64 26.66
% Ch, Annual Rate 1.3 0.5 11 1.8 1.8 0.9 0.7 0.4
Wholesale Trade 5.86 5.89 5.92 5.95 5.98 6.01 6.05 6.07
% Ch, Annual Rate 3.2 2.4 1.9 2.1 1.9 25 2.3 1.6
Retail Trade 15.36 15.32 15.34 1540 1548 1549 1549 1549
% Ch, Annual Rate 0.3 -0.9 0.4 15 2.0 0.4 0.1 -0.1
Trans., Warehousing, and Utilities 4.97 5.00 5.03 5.06 5.08 5.08 5.09 5.10
% Ch, Annual Rate 2.3 2.4 2.2 2.5 1.2 0.5 0.8 0.6
Information 3.05 3.04 3.03 3.03 3.03 3.03 3.03 3.02
% Ch, Annual Rate -0.3 -1.9 -1.4 0.0 0.4 0.4 -1.0 -0.7
Publishing Industries 0.90 0.90 0.90 0.90 0.90 0.90 0.90 0.89

% Ch, Annual Rate -0.3 -0.1 -1.2 0.5 0.7 -1.2 -1.8 -1.9
Other Information 2.15 2.14 2.13 2.13 2.13 2.13 2.13 2.13
% Ch, Annual Rate -0.3 -2.7 -1.5 -0.2 0.3 1.1 -0.6 -0.1
Financial Activities 8.29 8.33 8.34 8.35 8.34 8.32 8.31 8.27
% Ch, Annual Rate 2.7 1.8 0.4 0.7 -0.5 -1.2 -0.3 -2.3
Professional and Business Services 17.37 1751 1765 17.76 17.87 1793 1798 18.09
% Ch, Annual Rate 3.6 3.3 3.2 2.5 2.4 1.4 1.2 2.6
Education and Health Services 17.67 17.76 17.87 18.00 18.11 18.26 18.41 18.53
% Ch, Annual Rate 3.1 2.1 2.4 2.9 2.6 3.2 3.4 2.5
Leisure and Hospitality 12.98 13.05 13.15 13.25 13.33 1342 1351 13.62
% Ch, Annual Rate 3.0 2.3 3.0 2.9 2.6 2.8 2.6 3.4
Other Services 5.42 5.43 5.44 5.46 5.47 5.49 5.50 5.50
% Ch, Annual Rate 21 0.5 0.7 1.7 0.6 1.6 0.4 0.4
Federal Government 2.73 2.73 2.74 2.73 2.73 2.73 2.72 2.73
% Ch, Annual Rate -1.0 0.6 0.7 -1.4 0.1 -0.5 -0.2 0.7
State and Local Government 19.15 19.18 19.28 19.34 19.40 19.46 19.48 19.56
% Ch, Annual Rate 0.5 0.7 2.1 1.3 11 1.3 0.4 1.7
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Table A2.2
U.S. Nonagricultural Employment by Industry (Millions)
Forecast 2008 to 2011

2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4

Nonfarm Payroll Employment 137.92 137.77 137.70 137.57 137.48 137.61 137.87 138.24
% Ch, Annual Rate -0.3 -0.4 -0.2 -0.4 -0.3 0.4 0.8 1.1
Manufacturing 13.69 13,56 13.46 13.39 13.33 13.18 13.03 12.96

% Ch, Annual Rate -2.8 -3.9 -2.7 -2.1 -1.8 -4.4 -4.4 -2.2
Durable Manufacturing 8.68 8.58 8.50 8.45 8.40 8.30 8.19 8.15
% Ch, Annual Rate -3.1 -4.9 -3.5 -2.5 -2.0 -4.9 -5.1 -2.2
Wood Products 0.50 0.49 0.48 0.45 0.44 0.44 0.45 0.46

% Ch, Annual Rate -8.2 -4.2  -13.6 -16.5 -11.1 -1.1 6.6 10.9
Primary and Fabricated Metals 2.01 1.99 1.98 1.99 1.97 1.94 1.89 1.86

% Ch, Annual Rate -1.6 -3.6 -1.4 0.7 -2.9 -6.1 -9.6 -6.6
Computer and Electronic Products 1.25 1.25 1.25 1.21 1.22 1.17 1.13 1.12

% Ch, Annual Rate -1.2 -1.5 -1.4  -10.3 1.1 -14.6 -11.2 -4.1
Machinery and Electrical Equipment 1.61 1.61 1.60 1.61 1.60 1.59 1.58 1.56

% Ch, Annual Rate -0.3 -1.5 -2.2 1.4 -0.9 -2.0 -4.1 -3.7
Transportation Equipment 1.67 1.62 1.59 1.59 1.58 1.58 1.58 1.58

% Ch, Annual Rate -5.4 -11.5 -6.5 0.1 -1.7 -1.7 0.2 1.9

Other Durables 1.64 1.62 1.61 1.60 1.59 1.58 1.56 1.56

% Ch, Annual Rate -5.4 -5.8 -2.7 -2.2 -2.1 -2.5 -4.1 -1.6
Nondurable Manufacturing 5.00 4.98 4.96 4.95 4.93 4.88 4.84 481
% Ch, Annual Rate -2.2 -2.0 -1.4 -1.3 -1.5 -3.6 -3.2 -2.2
Food Manufacturing 1.48 1.48 1.49 1.50 1.50 1.50 1.50 1.50

% Ch, Annual Rate 0.1 -0.4 25 2.5 1.6 -0.6 -0.5 0.2
Paper and Paper Products 0.46 0.46 0.45 0.45 0.45 0.44 0.44 0.43

% Ch, Annual Rate -1.0 -0.8 -4.3 -4.6 -1.7 -3.9 -3.4 -2.3
Other Nondurables 3.07 3.04 3.02 3.00 2.98 2.94 2.90 2.88

% Ch, Annual Rate -3.5 -3.0 -2.9 -2.7 -3.0 -5.1 -4.5 -3.4
Natural Resources and Mining 0.75 0.75 0.77 0.77 0.78 0.78 0.77 0.76
% Ch, Annual Rate 6.9 4.2 6.3 4.4 5.4 0.4 -4.8 -6.5
Construction 7.38 7.23 7.10 6.94 6.82 6.79 6.80 6.83
% Ch, Annual Rate -7.2 -8.0 -7.1 -8.7 -6.5 -2.0 0.5 2.3
Trade, Transportation, and Utilities 26.59 26.50 26.40 26.25 26.11 26.24 26.38 26.51
% Ch, Annual Rate -1.1 -1.3 -1.5 -2.4 -2.1 1.9 2.2 2.0
Wholesale Trade 6.06 6.04 6.01 5.94 5.87 5.90 5.94 5.96
% Ch, Annual Rate -0.8 -1.0 -2.5 -4.5 -4.2 15 3.0 1.2
Retail Trade 15.44 1535 1531 15.25 15.20 15.28 15.35 15.43
% Ch, Annual Rate -1.4 -2.1 -1.1 -1.7 -1.3 2.2 1.8 2.2
Trans., Warehousing, and Utilities 5.09 5.10 5.09 5.06 5.04 5.06 5.09 5.12
% Ch, Annual Rate -0.7 0.8 -1.3 -1.9 -1.9 15 2.8 2.6
Information 3.01 3.00 2.99 3.01 2.98 2.93 2.92 2.90
% Ch, Annual Rate -1.1 -2.1 -1.0 2.3 -4.0 -5.6 -2.6 -1.7
Publishing Industries 0.89 0.88 0.88 0.88 0.87 0.86 0.85 0.84
% Ch, Annual Rate -2.5 -2.2 -0.9 -1.0 -2.8 -6.5 -4.2 -1.5
Other Information 2.13 2.12 2.11 2.13 2.11 2.08 2.07 2.06
% Ch, Annual Rate -0.4 2.1 -1.1 3.7 -4.6 -5.2 -1.9 -1.8
Financial Activities 8.23 8.23 8.20 8.15 8.19 8.24 8.28 8.31
% Ch, Annual Rate -1.5 -0.4 -1.2 -2.6 2.2 2.5 1.7 1.7
Professional and Business Services 18.07 18.05 18.11 18.16 18.15 18.17 18.35 18.59
% Ch, Annual Rate -0.6 -0.3 1.1 1.2 -0.3 0.5 4.0 5.5
Education and Health Services 18.66 18.82 18.97 19.04 19.20 19.39 19.52 19.54
% Ch, Annual Rate 3.0 3.4 3.2 15 3.5 4.0 2.7 0.4
Leisure and Hospitality 13.66 13.72 13.75 13.82 13.84 13.82 13.77 13.76
% Ch, Annual Rate 1.1 1.6 1.0 2.2 0.4 -0.5 -1.5 -0.1
Other Services 5.51 5.52 5.54 5.58 5.59 5.54 5.49 5.45
% Ch, Annual Rate 0.9 0.7 1.2 3.2 0.2 -3.4 -3.1 -3.2
Federal Government 2.72 2.73 2.73 2.73 2.73 2.73 2.73 2.74
% Ch, Annual Rate -0.8 1.2 0.4 -0.3 -0.3 -0.0 0.1 1.2
State and Local Government 19.64 19.66 19.69 19.73 19.77 19.81 19.84 19.87
% Ch, Annual Rate 15 0.5 0.5 0.9 0.8 0.7 0.7 0.6
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Table A2.2

U.S. Nonagricultural Employment by Industry (Millions)

Forecast 2008 to 2011

2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3 20114

Nonfarm Payroll Employment 138.67 139.20 139.72 140.27 140.90 141.52 142.15 142.70
% Ch, Annual Rate 1.2 15 15 1.6 1.8 1.8 1.8 1.5
Manufacturing 12.94 1295 1298 13.02 13.07 13.11 13.16 13.18

% Ch, Annual Rate -0.7 0.5 0.8 1.4 1.4 1.2 15 0.8
Durable Manufacturing 8.13 8.16 8.19 8.24 8.29 8.33 8.39 8.42
% Ch, Annual Rate -0.5 1.2 1.8 2.4 2.4 2.0 2.7 15
Wood Products 0.47 0.48 0.49 0.50 0.52 0.53 0.54 0.54

% Ch, Annual Rate 10.3 10.4 9.8 9.5 8.9 8.0 7.8 5.3
Primary and Fabricated Metals 1.84 1.82 1.82 1.82 1.83 1.84 1.85 1.86

% Ch, Annual Rate -4.9 -2.9 -0.8 0.7 1.4 1.4 3.0 2.8
Computer and Electronic Products 1.13 1.15 1.15 1.15 1.13 1.12 1.11 1.09

% Ch, Annual Rate 3.2 5.8 1.3 -1.9 -3.8 -5.5 -4.3 -7.3
Machinery and Electrical Equipment 1.55 1.55 1.55 1.55 1.56 1.56 1.57 1.58

% Ch, Annual Rate -3.2 -1.1 0.3 1.6 1.7 1.3 2.0 15
Transportation Equipment 1.59 1.60 1.62 1.64 1.67 1.69 1.71 1.73

% Ch, Annual Rate 1.6 2.6 4.1 6.1 6.8 6.0 5.3 3.7

Other Durables 1.55 1.56 1.56 1.57 1.58 1.59 1.61 1.62

% Ch, Annual Rate -0.4 0.9 1.8 2.5 2.5 2.6 3.5 2.6
Nondurable Manufacturing 4.80 4.79 4.78 4.78 4.77 4.77 4.77 4.76
% Ch, Annual Rate -0.9 -0.8 -0.9 -0.4 -0.3 -0.1 -0.5 -0.4
Food Manufacturing 1.51 151 151 1.51 1.52 1.52 1.52 1.53

% Ch, Annual Rate 1.7 1.1 0.4 0.7 0.8 1.0 0.6 0.5
Paper and Paper Products 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43

% Ch, Annual Rate -0.7 -0.3 -0.3 0.2 0.5 0.7 0.2 0.2

Other Nondurables 2.86 2.85 2.84 2.83 2.82 2.82 281 2.80

% Ch, Annual Rate -2.2 -1.8 -1.7 -1.1 -1.1 -0.8 -1.1 -0.9
Natural Resources and Mining 0.75 0.74 0.74 0.73 0.72 0.72 0.71 0.70
% Ch, Annual Rate -6.2 -4.4 -3.3 -3.0 -2.8 -3.5 -4.6 -4.7
Construction 6.84 6.88 6.93 6.99 7.08 7.16 7.24 7.30
% Ch, Annual Rate 0.3 2.6 2.7 3.6 5.1 4.6 4.5 3.3
Trade, Transportation, and Utilities 26.56 26.66 26.72 26.74 26.78 26.83 26.89 26.96
% Ch, Annual Rate 0.7 1.6 0.9 0.2 0.7 0.8 0.9 1.1
Wholesale Trade 5.96 5.99 6.01 6.03 6.05 6.09 6.12 6.15
% Ch, Annual Rate 0.1 2.2 1.3 1.0 1.7 2.3 2.4 1.8
Retail Trade 15.45 1548 1548 1544 1543 1540 15.37 15.37
% Ch, Annual Rate 0.5 0.8 0.0 -0.9 -0.4 -0.8 -0.6 -0.1
Trans., Warehousing, and Utilities 5.15 5.19 5.23 5.26 5.30 5.35 5.40 5.44
% Ch, Annual Rate 2.1 3.3 2.8 2.7 3.0 3.6 3.5 3.4
Information 291 2.90 2.88 2.87 2.87 2.87 2.87 2.88
% Ch, Annual Rate 0.7 -1.0 -3.3 -0.7 0.4 -0.1 0.3 1.0
Publishing Industries 0.84 0.84 0.84 0.84 0.85 0.85 0.85 0.85
% Ch, Annual Rate -1.3 0.0 0.9 0.7 0.7 0.6 0.7 0.8
Other Information 2.07 2.06 2.03 2.03 2.03 2.02 2.03 2.03
% Ch, Annual Rate 15 -1.4 -4.9 -1.4 0.2 -0.4 0.1 1.1
Financial Activities 8.35 8.39 8.44 8.51 8.57 8.60 8.63 8.66
% Ch, Annual Rate 1.8 2.0 2.7 3.1 3.0 1.3 1.4 1.5
Professional and Business Services 18.83 19.10 19.37 19.62 19.87 20.15 20.37 20.51
% Ch, Annual Rate 5.2 5.9 5.9 5.2 5.2 5.7 4.5 2.8
Education and Health Services 19.60 19.68 19.77 19.81 19.86 19.89 19.98 20.03
% Ch, Annual Rate 1.2 1.6 1.8 0.9 0.9 0.7 1.7 1.0
Leisure and Hospitality 13.76 13.76 13.81 13.87 13.93 14.01 14.07 14.17
% Ch, Annual Rate -0.0 0.0 1.3 1.9 1.8 2.1 2.0 2.7
Other Services 5.41 5.38 5.37 5.36 5.35 5.34 5.34 5.35
% Ch, Annual Rate -3.1 -2.1 -0.9 -0.5 -0.8 -0.4 -0.3 0.7
Federal Government 2.83 2.81 2.75 2.73 2.72 2.72 2.72 2.71
% Ch, Annual Rate 14.0 -2.9 -8.3 -3.2 -0.8 -0.3 -0.3 -0.2
State and Local Government 19.90 1994 19.97 20.02 20.07 20.13 20.18 20.25
% Ch, Annual Rate 0.6 0.7 0.8 1.0 1.0 1.0 11 1.2
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Table A2.3
Washington Nonagricultural Employment by Industry (Thousands)
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011

Nonfarm Payroll Employment 2,701.0 2,777.0 2,859.1 2,931.7 2,969.8 2,998.7 3,052.6 3,107.8
% Ch 1.6 2.8 3.0 2.5 1.3 1.0 1.8 1.8
Manufacturing 263.7 2726 2859 293.2 2965 293.3 293.0 29538

% Ch -1.3 3.4 4.9 25 1.1 -1.1 -0.1 0.9
Durable Manufacturing 182.4 1915 204.0 211.6 2155 2127 2124 2145
% Ch -0.7 5.0 6.6 3.7 1.8 -1.3 -0.2 1.0
Wood Products 18.8 20.0 20.3 19.1 17.7 16.5 17.2 17.8

% Ch 5.4 6.9 1.1 -5.9 -7.0 -7.0 4.2 3.9
Primary and Fabricated Metals 22.3 23.1 24.3 25.9 26.4 25.6 24.5 24.8

% Ch 0.9 3.8 4.9 6.7 1.9 -3.0 -4.1 0.9
Computer and Electronic Products 22.1 22.2 22.4 22.8 22.7 20.9 20.8 20.2

% Ch -5.3 0.2 1.2 1.6 -0.3 -8.0 -0.6 -2.6
Machinery and Electrical Equipment 17.0 17.8 19.0 19.4 19.8 20.2 20.4 21.6

% Ch 4.3 4.8 6.6 2.4 1.7 2.2 1.2 5.7
Aerospace 61.5 65.6 73.4 80.1 85.3 86.6 86.6 86.6

% Ch -5.8 6.8 11.9 9.1 6.5 15 0.0 0.0
Other Transportation Equip. 12.1 13.2 13.7 13.0 12.5 12.5 12.3 12.3

% Ch 9.2 8.7 4.1 -5.0 -3.8 -0.6 -1.3 0.2

Other Durables 28.6 29.5 30.9 31.3 31.1 30.5 30.6 31.1

% Ch 2.7 3.1 4.9 1.2 -0.7 -1.8 0.2 1.6
Nondurable Manufacturing 81.3 81.1 81.9 81.6 80.9 80.6 80.6 81.3
% Ch -2.4 -0.2 0.9 -0.4 -0.8 -0.5 0.0 0.9
Food Manufacturing 34.1 33.8 33.9 34.1 34.3 35.0 35.5 36.0

% Ch -2.0 -1.0 0.3 0.6 0.6 2.2 1.2 1.6
Paper and Paper Products 12.7 12.2 11.9 11.2 10.7 10.4 10.2 10.2

% Ch -4.6 -3.6 -2.1 -6.1 -4.2 -3.6 -1.5 0.3
Other Nondurables 34.5 35.2 36.1 36.3 35.9 35.1 34.9 35.1

% Ch -1.9 1.8 2.7 0.5 -1.0 -2.1 -0.7 0.5
Natural Resources and Mining 9.1 9.0 8.7 8.2 7.8 7.5 7.5 7.8
% Ch 5.7 -1.9 -3.0 -5.9 -4.5 -3.7 -0.3 4.3
Construction 164.2 1774 1949 207.4 205.0 200.7 2019 2024
% Ch 5.1 8.0 9.9 6.4 -1.1 -2.1 0.6 0.2
Trade, Transportation, and Utilities 518.4 530.4 541.6 552.9 553.8 556.4 566.8 571.7
% Ch 1.7 2.3 21 21 0.2 0.5 1.9 0.9
Wholesale Trade 119.3 1222 126.6 129.2 1299 129.0 130.8 132.2
% Ch 2.8 2.4 3.6 21 0.6 -0.7 1.4 1.1
Retail Trade 309.4 316.1 321.1 327.7 328.0 3312 337.5 3385
% Ch 1.1 2.2 1.6 21 0.1 1.0 1.9 0.3
Trans., Warehousing, and Utilities 89.8 92.2 94.0 96.0 95.9 96.2 98.5 101.0
% Ch 21 2.7 2.0 2.2 -0.1 0.3 2.4 2.4
Information 92.8 94.7 98.4 102.6 1049 105.7 107.2 109.4
% Ch 0.6 2.0 3.9 4.3 2.2 0.8 1.4 2.0
Software Publishers 39.3 41.3 44.7 47.7 49.8 52.1 54.5 57.1

% Ch 5.1 5.1 8.4 6.7 4.4 4.5 4.7 4.8
Other Publishing Industries 11.3 11.2 11.0 10.8 10.6 10.0 9.8 9.7
% Ch -6.7 -0.6 -2.0 -2.2 2.1 -5.1 -2.4 -0.5
Other Information 42.3 42.2 42.7 44.1 44.6 43.7 42.9 42.5
% Ch -1.2 -0.1 1.1 3.4 1.0 -2.0 -1.6 -1.0
Financial Activities 151.8 1545 156.2 155.2 153.0 1549 159.1 163.5
% Ch -0.1 1.8 1.1 -0.7 -1.4 1.2 2.7 2.8
Professional and Business Services 301.7 316.1 3305 345.2 3542 3629 3815 4004
% Ch 3.9 4.8 4.6 4.4 2.6 2.5 5.1 5.0
Education and Health Services 319.7 329.3 337.2 3479 3589 370.5 3789 3856
% Ch 2.2 3.0 2.4 3.2 3.2 3.2 2.3 1.8
Leisure and Hospitality 255.6 263.5 2717 280.1 287.0 290.4 293.1 299.0
% Ch 2.7 3.1 3.1 3.1 2.4 1.2 0.9 2.0
Other Services 100.3 102.7 104.0 1054 107.8 108.8 108.6 109.1
% Ch 1.4 2.4 1.2 1.4 2.3 0.9 -0.2 0.5
Federal Government 69.8 69.6 69.3 68.6 67.9 68.4 69.2 68.9
% Ch -0.6 -0.3 -0.4 -0.9 -1.0 0.6 1.2 -0.4
State and Local Government 454.0 457.2 460.7 4649 4729 479.1 4858 494.2
% Ch 0.8 0.7 0.8 0.9 1.7 1.3 1.4 1.7
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Table A2.4
Washington Nonagricultural Employment by Industry (Thousands)
Forecast 2008 to 2011

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Nonfarm Payroll Employment 2,835.2 2,850.7 2,867.0 2,883.7 2,909.5 2,923.2 2,938.2 2,955.8
% Ch, Annual Rate 3.4 2.2 2.3 2.4 3.6 1.9 2.1 2.4
Manufacturing 283.1 2845 287.0 289.1 2909 291.7 2943 2959

% Ch, Annual Rate 6.6 2.1 3.5 3.0 2.5 1.0 3.6 2.3
Durable Manufacturing 201.0 202.7 205.0 2075 209.1 210.6 212.7 2141
% Ch, Annual Rate 7.3 3.6 4.5 5.0 3.1 3.0 4.0 2.5
Wood Products 20.6 20.4 20.3 19.8 19.4 19.2 19.0 18.7

% Ch, Annual Rate 3.8 -3.0 -2.7 -8.5 -7.9 -3.5 -5.7 -6.2
Primary and Fabricated Metals 23.8 24.1 24.4 24.7 25.3 26.3 26.0 26.1

% Ch, Annual Rate 5.6 4.7 4.9 5.8 9.1 16.3 -4.6 1.8
Computer and Electronic Products 22.2 22.5 22.6 22.6 22.6 22.7 23.0 22.9

% Ch, Annual Rate 0.0 4.5 1.6 0.2 -0.1 2.9 5.3 -1.1
Machinery and Electrical Equipment 18.6 18.9 19.1 19.3 19.3 19.3 19.6 19.6

% Ch, Annual Rate 8.9 6.7 4.1 3.8 0.0 -0.3 6.4 0.9
Aerospace 71.4 72.2 74.0 76.1 77.8 78.9 81.0 82.7

% Ch, Annual Rate 10.3 4.4 10.5 12.0 9.0 5.9 11.2 8.3

Other Transportation Equip. 13.8 13.8 13.6 13.6 13.3 13.0 12.9 12.9

% Ch, Annual Rate 12.3 1.1 -5.8 04 -105 -6.5 -3.1 -1.6

Other Durables 30.5 30.8 31.0 31.3 31.5 31.2 31.3 31.2

% Ch, Annual Rate 6.3 3.8 2.6 3.3 25 -3.5 1.0 -0.7
Nondurable Manufacturing 82.1 81.8 82.0 81.7 81.8 81.0 81.5 81.9
% Ch, Annual Rate 4.9 -1.3 0.9 -1.6 0.8 -3.9 2.5 1.6
Food Manufacturing 34.0 33.6 33.9 34.0 34.3 33.6 34.1 34.3

% Ch, Annual Rate 6.1 -3.9 3.7 0.6 3.7 -7.9 6.6 2.6
Paper and Paper Products 12.1 12.1 11.9 11.6 11.6 11.3 11.0 11.0

% Ch, Annual Rate 3.0 -1.1 -6.2  -10.7 -1.0 -10.0 -8.2 0.4
Other Nondurables 36.0 36.1 36.2 36.1 36.0 36.2 36.4 36.5

% Ch, Annual Rate 4.4 1.1 0.8 -0.6 -1.3 2.2 2.1 1.1
Natural Resources and Mining 8.8 8.8 8.6 8.6 8.3 8.2 8.2 8.0
% Ch, Annual Rate 2.7 -3.2 -6.0 -3.3 -11.0 -4.4 -1.7 -6.9
Construction 189.7 193.5 196.8 199.5 205.3 208.0 208.0 208.2
% Ch, Annual Rate 12.8 8.4 7.0 5.6 12.0 5.5 -0.1 0.4
Trade, Transportation, and Utilities 538.8 540.6 542.7 544.3 550.1 552.0 553.6 555.9
% Ch, Annual Rate 2.9 1.3 15 1.2 4.3 1.4 1.1 1.7
Wholesale Trade 125.8 126.1 127.0 1274 128.1 1289 129.3 1304
% Ch, Annual Rate 6.5 0.9 2.8 1.4 2.2 2.4 1.3 3.4
Retail Trade 319.8 3205 321.2 3227 326.6 327.0 3279 329.3
% Ch, Annual Rate 1.4 0.9 0.9 1.8 5.0 0.5 11 1.6
Trans., Warehousing, and Utilities 93.2 94.0 94.5 94.3 95.4 96.1 96.3 96.3
% Ch, Annual Rate 3.4 3.4 2.1 -0.9 4.8 3.1 0.9 -0.3
Information 96.2 97.6 99.4 1005 101.8 102.6 1029 103.1
% Ch, Annual Rate 3.4 5.8 7.9 4.2 5.5 3.0 1.1 1.0
Software Publishers 43.0 44.3 45.4 46.1 47.1 47.5 47.8 48.4
% Ch, Annual Rate 8.1 12.8 10.2 6.3 9.0 3.6 25 4.5
Other Publishing Industries 11.1 11.0 11.0 11.0 10.9 10.8 10.7 10.7
% Ch, Annual Rate -3.4 -2.4 1.4 -1.7 -3.6 -2.9 -2.5 -2.2
Other Information 42.1 42.2 43.0 43.4 43.8 44.3 44.3 44.1
% Ch, Annual Rate 0.6 1.2 7.4 3.5 4.3 3.9 0.5 -2.0
Financial Activities 156.8 156.5 156.1 155.5 155.9 155.7 154.7 154.3
% Ch, Annual Rate 0.6 -0.8 -1.2 -1.5 1.0 -0.4 -2.6 -1.1
Professional and Business Services 323.8 3285 333.1 336.8 3417 343.3 346.5 3494
% Ch, Annual Rate 3.6 5.9 5.7 4.6 5.9 1.8 3.8 3.4
Education and Health Services 334.6 336.1 337.7 340.3 343.2 3458 349.1 353.6
% Ch, Annual Rate 2.0 1.8 1.9 3.2 3.4 3.1 4.0 5.2
Leisure and Hospitality 270.0 270.6 272.2 273.8 277.3 279.1 281.0 283.1
% Ch, Annual Rate 3.3 0.9 2.3 2.3 5.3 2.6 2.6 3.1
Other Services 103.5 103.9 104.1 1044 104.6 105.1 1054 106.6
% Ch, Annual Rate 0.1 1.7 1.0 1.0 0.9 1.6 11 4.8
Federal Government 69.6 69.5 69.0 68.9 69.1 68.6 68.6 68.3
% Ch, Annual Rate 0.7 -0.5 -2.9 -0.9 1.1 -2.4 -0.2 -2.0
State and Local Government 460.2 460.4 460.3 462.0 461.3 463.1 466.0 469.4
% Ch, Annual Rate 1.7 0.2 -0.1 15 -0.6 15 2.6 2.9
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Table A2.4
Washington Nonagricultural Employment by Industry (Thousands)
Forecast 2008 to 2011

2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4

Nonfarm Payroll Employment 2,967.6 2,965.2 2,970.9 2,975.6 2,982.3 2,992.1 3,003.9 3,016.5
% Ch, Annual Rate 1.6 -0.3 0.8 0.6 0.9 1.3 1.6 1.7
Manufacturing 296.8 296.4 296.6 296.1 296.1 2939 292.0 291.3

% Ch, Annual Rate 1.2 -0.5 0.2 -0.6 -0.0 -3.0 -2.6 -0.9
Durable Manufacturing 2154 2159 2158 215.0 2148 213.2 211.7 2112
% Ch, Annual Rate 2.5 1.0 -0.3 -1.4 -0.4 -3.0 -2.7 -1.0
Wood Products 18.4 18.1 17.5 16.9 16.5 16.4 16.5 16.7

% Ch, Annual Rate -6.0 -5.9 -119  -13.8 -9.8 -2.8 2.4 5.3
Primary and Fabricated Metals 26.4 26.4 26.4 26.4 26.2 25.9 25.3 24.9

% Ch, Annual Rate 4.3 1.3 -1.2 0.6 -2.6 -5.4 -8.4 -5.8
Computer and Electronic Products 23.0 22.9 22.9 22.1 22.3 211 20.3 20.0

% Ch, Annual Rate 1.3 -1.7 -0.6 -134 33 -195 -14.6 -4.5
Machinery and Electrical Equipment 19.6 19.7 19.7 20.0 20.2 20.2 20.2 20.2

% Ch, Annual Rate 0.4 0.8 1.4 6.0 29 1.6 -1.1 -0.6
Aerospace 84.0 85.1 85.8 86.4 86.6 86.6 86.6 86.6

% Ch, Annual Rate 6.4 5.6 3.3 2.8 0.9 0.0 0.0 0.0
Other Transportation Equip. 12.8 12.5 12.4 12.4 12.5 12.5 12.5 12.4

% Ch, Annual Rate -21  -10.0 -1.8 -0.0 0.7 0.6 0.7 -1.7
Other Durables 31.2 31.2 31.0 30.8 30.6 30.6 30.4 30.4

% Ch, Annual Rate 0.3 -0.3 -2.5 -3.0 -1.8 -1.2 -1.7 -0.4
Nondurable Manufacturing 81.4 80.5 80.8 81.1 81.3 80.7 80.2 80.0
% Ch, Annual Rate -2.2 -4.4 1.4 15 0.9 -2.8 -2.4 -0.9
Food Manufacturing 34.3 33.7 34.3 34.9 35.3 35.1 34.9 34.9

% Ch, Annual Rate -1.1 -5.9 6.7 6.9 4.5 -1.8 -1.8 -0.3
Paper and Paper Products 10.9 10.8 10.7 10.6 10.5 10.4 10.3 10.2

% Ch, Annual Rate -4.8 -2.4 -4.8 -5.1 -1.9 -4.3 -3.7 -2.6
Other Nondurables 36.2 35.9 35.8 35.7 35.5 35.2 35.0 34.9

% Ch, Annual Rate -2.5 -3.5 -1.5 -1.4 -1.7 -3.3 -2.5 -1.1
Natural Resources and Mining 8.0 8.0 7.7 7.6 7.6 7.6 7.5 7.4
% Ch, Annual Rate -1.5 21 -12.2 -6.1 0.0 -1.6 -1.8 -5.0
Construction 208.0 206.8 203.8 201.7 200.7 200.6 200.8 200.9
% Ch, Annual Rate -0.5 -2.3 -5.6 -4.1 -1.8 -0.3 0.5 0.2
Trade, Transportation, and Utilities 555.9 554.0 553.6 552.0 550.8 554.5 5584 561.9
% Ch, Annual Rate -0.0 -1.4 -0.3 -1.2 -0.8 2.7 2.8 2.5
Wholesale Trade 131.0 130.2 129.7 128.8 1279 128.6 129.6 129.9
% Ch, Annual Rate 2.0 -2.4 -1.6 -2.8 -2.6 2.1 3.1 1.0
Retail Trade 328.5 3279 328.0 327.6 3274 330.1 332.3 3349
% Ch, Annual Rate -1.0 -0.7 0.2 -0.6 -0.1 3.2 2.8 3.1
Trans., Warehousing, and Utilities 96.4 95.9 95.8 95.6 95.4 95.9 96.5 97.1
% Ch, Annual Rate 0.4 -2.1 -0.2 -0.8 -0.7 1.8 2.7 2.4
Information 104.4 104.3 1049 106.0 1059 1055 1056 106.0
% Ch, Annual Rate 5.1 -0.4 2.4 4.1 -0.5 -1.6 0.6 15
Software Publishers 48.9 49.3 50.1 50.8 51.4 51.7 52.3 52.9
% Ch, Annual Rate 4.6 3.6 6.6 5.6 4.2 3.1 4.0 5.3
Other Publishing Industries 11.1 10.4 10.4 10.3 10.2 10.1 9.9 9.9
% Ch, Annual Rate 151  -20.8 -1.9 -1.9 -3.6 -7.1 -5.0 -2.5
Other Information 44.5 44.5 44 .4 44.8 44.3 43.7 43.4 43.2
% Ch, Annual Rate 3.4 0.7 -1.1 4.0 -4.9 -5.6 -2.0 -1.9
Financial Activities 154.0 153.0 1529 1522 153.3 1545 1555 156.4
% Ch, Annual Rate -0.8 -2.5 -0.3 -1.8 2.9 3.2 2.4 2.3
Professional and Business Services 352.3 3526 3549 357.1 3584 360.1 364.1 369.0
% Ch, Annual Rate 3.3 0.4 2.6 2.5 15 2.0 4.5 5.5
Education and Health Services 356.1 357.0 360.2 362.3 365.8 369.7 372.7 373.9
% Ch, Annual Rate 29 1.0 3.7 2.3 3.9 4.3 3.3 1.4
Leisure and Hospitality 2859 2858 287.2 289.1 290.0 290.4 290.3 290.9
% Ch, Annual Rate 4.0 -0.1 1.9 2.6 1.3 0.6 -0.2 0.9
Other Services 107.1 107.5 108.0 108.7 109.0 108.8 108.7 108.6
% Ch, Annual Rate 2.0 15 1.7 2.6 1.2 -0.6 -0.4 -0.5
Federal Government 67.8 67.9 68.0 68.1 68.2 68.3 68.4 68.6
% Ch, Annual Rate -2.9 0.5 0.9 0.4 0.4 0.6 0.7 15
State and Local Government 471.4 472.0 473.2 475.0 476.6 478.3 480.0 481.6
% Ch, Annual Rate 1.8 0.4 1.1 15 1.4 1.4 1.4 1.3
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Table A2.4

Washington Nonagricultural Employment by Industry (Thousands)

Forecast 2008 to 2011

2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3 20114

Nonfarm Payroll Employment

3,031.0 3,046.1 3,059.7 3,073.6 3,087.6 3,101.2 3,114.9 3,127.4

% Ch, Annual Rate 1.9 2.0 1.8 1.8 1.8 1.8 1.8 1.6
Manufacturing 291.8 2927 2934 2942 2949 2955 296.2 296.5
% Ch, Annual Rate 0.7 1.3 0.9 11 1.0 0.8 0.9 0.4
Durable Manufacturing 2114 2121 2128 2134 2139 2142 2148 2149
% Ch, Annual Rate 0.4 1.3 1.2 1.2 1.0 0.6 1.0 0.3
Wood Products 16.9 17.1 17.3 17.5 17.6 17.8 17.9 18.0

% Ch, Annual Rate 5.0 5.0 4.7 4.5 4.1 3.4 3.3 1.6
Primary and Fabricated Metals 24.7 24.5 24.5 24.5 24.6 24.7 24.8 25.0

% Ch, Annual Rate -4.2 -2.5 -0.7 0.6 1.2 1.2 2.7 2.5
Computer and Electronic Products 20.3 20.8 21.0 21.0 20.7 20.4 20.2 19.7

% Ch, Annual Rate 6.4 10.2 3.5 -1.3 -4.0 -6.5 -4.8 -9.0
Machinery and Electrical Equipment 20.2 20.3 20.5 20.8 21.1 21.4 21.8 22.1

% Ch, Annual Rate -0.0 2.6 4.4 6.1 6.2 5.7 6.5 5.9
Aerospace 86.6 86.6 86.6 86.6 86.6 86.6 86.6 86.6

% Ch, Annual Rate 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other Transportation Equip. 12.4 12.3 12.3 12.3 12.3 12.4 12.3 12.3

% Ch, Annual Rate -2.4 -2.0 -1.1 0.8 15 0.7 -0.7 -1.1

Other Durables 30.4 30.5 30.6 30.7 30.9 31.0 31.1 31.3

% Ch, Annual Rate 0.4 1.1 1.4 1.6 1.7 1.6 1.9 15
Nondurable Manufacturing 80.3 80.6 80.6 80.8 81.0 81.3 81.4 81.6
% Ch, Annual Rate 1.6 1.1 0.3 0.9 1.0 15 0.7 0.7
Food Manufacturing 35.3 35.5 35.5 35.7 35.8 36.0 36.1 36.2

% Ch, Annual Rate 4.0 2.4 0.6 1.6 15 2. 1.2 1.1
Paper and Paper Products 10.2 10.2 10.2 10.2 10.2 10. 10.2 10.2

% Ch, Annual Rate -0.8 -0.4 -0.4 0.3 0.5 0.7 0.2 0.2

Other Nondurables 34.9 34.9 34.9 35.0 35.0 35.1 35.1 35.1

% Ch, Annual Rate -0.0 0.2 0.1 0.5 0.6 0.7 0.4 0.4
Natural Resources and Mining 7.4 7.4 7.5 7.6 7.7 7.8 7.9 7.9
% Ch, Annual Rate -1.7 2.6 5.1 5.4 4.5 4.0 3.7 2.4
Construction 2015 2019 202.1 2022 2023 2024 2025 2025
% Ch, Annual Rate 1.2 0.9 0.4 0.1 0.2 0.2 0.2 -0.0
Trade, Transportation, and Utilities 563.8 566.5 568.2 568.8 569.9 571.0 572.2 573.7
% Ch, Annual Rate 1.4 2.0 1.2 0.4 0.8 0.8 0.8 1.0
Wholesale Trade 130.1 130.7 131.1 131.2 1315 132.0 1325 1329
% Ch, Annual Rate 0.6 2.0 1.1 0.5 0.9 15 1.6 1.2
Retail Trade 336.1 3375 338.3 3382 3385 3384 3384 33838
% Ch, Annual Rate 15 1.7 0.9 -0.1 0.3 -0.1 0.0 0.5
Trans., Warehousing, and Utilities 97.6 98.3 98.9 99.4 100.0 100.6 101.3 101.9
% Ch, Annual Rate 2.2 2.9 2.3 2.2 2.2 2.7 2.6 2.6
Information 106.7 107.2 107.3 107.8 108.4 109.0 109.7 1104
% Ch, Annual Rate 2.7 1.8 0.3 1.9 2.5 2.2 2.4 2.7
Software Publishers 53.5 54.2 54.9 55.5 56.2 56.8 57.5 58.1
% Ch, Annual Rate 4.6 5.0 5.0 4.9 4.8 4.7 4.7 4.5
Other Publishing Industries 9.8 9.8 9.8 9.8 9.8 9.7 9.7 9.7
% Ch, Annual Rate -2.3 -1.1 -0.3 -0.4 -0.4 -0.5 -0.5 -0.4
Other Information 43.4 43.2 42.7 42.5 42.5 42.5 42.5 42.6
% Ch, Annual Rate 1.6 -1.5 -5.3 -1.4 0.2 -0.5 0.1 1.2
Financial Activities 157.3 158.3 159.6 161.0 162.4 163.1 163.9 164.6
% Ch, Annual Rate 25 2.6 3.2 3.6 3.5 1.8 1.8 1.9
Professional and Business Services 373.8 379.0 384.2 388.9 393.7 398.8 403.0 406.1
% Ch, Annual Rate 5.3 5.7 5.6 5.0 4.9 5.3 4.3 3.1
Education and Health Services 375.8 3779 380.2 381.7 3832 384.6 386.6 388.1
% Ch, Annual Rate 2.0 2.3 2.4 1.6 1.6 1.4 2.2 1.6
Leisure and Hospitality 291.6 2922 2935 2951 296.5 298.1 299.6 3015
% Ch, Annual Rate 0.9 0.9 1.8 2.1 2.0 2.2 2.0 2.5
Other Services 1085 108.5 108.6 108.8 108.9 109.0 109.2 109.4
% Ch, Annual Rate -0.5 -0.0 0.5 0.6 0.4 0.5 0.6 1.0
Federal Government 69.8 69.5 68.5 68.8 68.8 68.9 68.9 69.0
% Ch, Annual Rate 7.0 -1.6 -5.8 1.9 -0.1 0.3 0.2 0.3
State and Local Government 483.1 484.8 486.7 488.7 490.8 493.0 4953 497.7
% Ch, Annual Rate 1.3 1.4 15 1.7 1.7 1.8 1.9 2.0
129 June 2008



Appendix

Table A3.1
U.S. Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011

Personal Income 9,727.210,301.110,983.4 11,665.612,197.412,619.913,264.8 14,032.0
% Ch 6.2 5.9 6.6 6.2 4.6 35 5.1 5.8
Total Wage and Salary Disbursements 5,394.5 5,667.9 6,018.2 6,366.1 6,626.9 6,852.3 7,166.5 7,546.0

% Ch 55 5.1 6.2 5.8 4.1 3.4 4.6 5.3
Nonwage Personal Income 4,332.7 4,633.2 4,965.2 5,299.5 5570.5 5,767.6 6,098.3 6,486.0
% Ch 7.0 6.9 7.2 6.7 5.1 35 5.7 6.4
Supplements to Wages and Salaries 1,276.9 1,356.8 1,422.5 1,492.5 1,560.0 1,614.7 1,682.0 1,763.9
% Ch 6.6 6.3 4.8 4.9 4.5 35 4.2 4.9
Proprietor’'s Income 911.7 969.9 1,006.7 1,042.6 1,055.7 1,106.7 1,165.8 1,233.2
% Ch 12.4 6.4 3.8 3.6 1.3 4.8 5.3 5.8
Farm 37.4 30.8 19.4 36.2 30.0 23.2 23.7 24.9
% Ch 27.8 -17.5 -37.2 86.8 -17.1 -22.6 2.1 5.2
Nonfarm 874.3 939.1 987.4 1,006.4 1,025.8 1,083.5 1,142.2 1,208.3
% Ch 11.8 7.4 5.1 1.9 1.9 5.6 5.4 5.8
Less: Contribution For Govt. Soc. Ins. 828.8 874.8 927.6 979.9 1,025.0 1,058.4 1,106.5 1,169.2
% Ch 6.4 55 6.0 5.6 4.6 3.3 4.5 5.7
Dividends/Int./Rent 1,550.5 1,660.7 1,851.0 2,012.6 2,113.4 2,139.8 2,283.4 2,473.6
% Ch 55 7.1 11.5 8.7 5.0 1.2 6.7 8.3
Transfer Payments 1,4225 1,520.6 1,612.5 1,731.7 1,866.3 1,964.9 2,073.6 2,184.5
% Ch 5.3 6.9 6.0 7.4 7.8 5.3 55 5.3
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Table A3.2
U.S. Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011

Personal Income

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

10,787.110,915.511,030.9 11,200.2 11,469.2 11,577.3 11,735.0 11,880.9

% Ch, Annual Rate 8.6 4.8 4.3 6.3 10.0 3.8 5.6 5.1
Total Wage and Salary Disbursements 5,945.6 5,958.4 6,015.8 6,153.0 6,294.4 6,318.9 6,382.7 6,468.4
% Ch, Annual Rate 12.1 0.9 3.9 9.4 9.5 1.6 4.1 55
Nonwage Personal Income 4,841.5 4,957.1 5,015.1 5,047.2 5,174.8 5,258.4 5,352.3 5,412.5
% Ch, Annual Rate 4.4 9.9 4.8 2.6 10.5 6.6 7.3 4.6
Supplements to Wages and Salaries 1,403.1 1,413.5 1,426.7 1,446.9 1,470.5 1,483.0 1,500.0 1,516.7
% Ch, Annual Rate 6.8 3.0 3.8 5.8 6.7 35 4.6 4.5
Proprietor’'s Income 1,000.1 1,013.5 1,003.6 1,009.7 1,027.4 1,038.4 1,048.6 1,055.9
% Ch, Annual Rate 3.1 55 -3.9 2.5 7.2 4.4 4.0 2.8
Farm 20.8 14.6 18.1 23.9 29.1 33.1 38.6 43.8

% Ch, Annual Rate -70.4 -75.7 136.2 204.0 119.8 67.4 84.9 65.8
Nonfarm 979.3 998.9 9855 9858 998.3 1,005.3 1,010.0 1,012.1

% Ch, Annual Rate 6.3 8.2 -5.3 0.1 5.2 2.8 1.9 0.8

Less: Contribution For Govt. Soc. Ins. 918.8 920.1 926.8 944.6 969.8 972.2 983.2 994.1
% Ch, Annual Rate 14.4 0.6 3.0 7.9 11.1 1.0 4.6 4.5
Dividends/Int./Rent 1,784.6 1,851.0 1,881.0 1,887.5 1,936.1 1,992.1 2,044.5 2,077.6
% Ch, Annual Rate 3.6 15.7 6.6 1.4 10.7 12.1 10.9 6.6
Transfer Payments 1,5725 1,599.1 1,630.6 1,647.7 1,710.7 1,717.1 1,742.3 1,756.5
% Ch, Annual Rate 9.8 6.9 8.1 4.3 16.2 1.5 6.0 3.3
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Table A3.2
U.S. Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011
2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4

Personal Income 12,018.412,225.212,230.812,315.212,434.212,539.912,677.0 12,828.7
% Ch, Annual Rate 4.7 7.1 0.2 2.8 3.9 3.4 4.4 4.9

Total Wage and Salary Disbursements 6,560.3 6,589.1 6,652.0 6,706.2 6,757.8 6,812.8 6,881.7 6,956.9

% Ch, Annual Rate 5.8 1.8 3.9 3.3 3.1 3.3 4.1 4.4
Nonwage Personal Income 5,458.1 5,636.2 5,578.8 5,609.1 5,676.3 5,727.1 5,795.2 5,871.7
% Ch, Annual Rate 3.4 13.7 -4.0 2.2 4.9 3.6 4.8 5.4
Supplements to Wages and Salaries 1,540.5 1,555.3 1,566.7 1,577.5 1,595.7 1,606.7 1,621.5 1,634.7
% Ch, Annual Rate 6.4 3.9 2.9 2.8 4.7 2.8 3.7 3.3
Proprietor's Income 1,055.8 1,045.2 1,054.9 1,067.1 1,079.7 1,097.2 1,117.3 1,132.6
% Ch, Annual Rate -0.0 -4.0 3.8 4.7 4.8 6.6 7.6 5.6
Farm 37.4 32.8 25.2 24.4 21.7 22.7 24.1 24.3
% Ch, Annual Rate -46.8 -40.7 -65.2 -11.8 -37.2 18.2 26.8 3.5
Nonfarm 1,018.4 1,012.4 1,029.7 1,042.6 1,058.0 1,074.5 1,093.3 1,108.4
% Ch, Annual Rate 2.5 -2.4 7.0 5.1 6.0 6.4 7.2 5.6

Less: Contribution For Govt. Soc. Ins. 1,0159 1,020.5 1,029.2 1,034.3 1,051.0 1,056.2 1,060.6 1,065.9

% Ch, Annual Rate 9.1 1.8 3.5 2.0 6.6 2.0 1.7 2.0
Dividends/Int./Rent 2,0915 2,117.6 2,120.1 2,1245 2,127.5 2,128.1 2,137.0 2,166.5
% Ch, Annual Rate 2.7 5.1 0.5 0.8 0.6 0.1 1.7 5.6
Transfer Payments 1,786.1 1,938.5 1,866.3 1,874.3 1,924.4 1,951.4 1,980.1 2,003.9
% Ch, Annual Rate 6.9 38.8 -14.1 1.7 111 5.7 6.0 4.9

132 June 2008



Appendix

Table A3.2
U.S. Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011

Personal Income
% Ch, Annual Rate

Total Wage and Salary Disbursements
% Ch, Annual Rate

Nonwage Personal Income
% Ch, Annual Rate

Supplements to Wages and Salaries
% Ch, Annual Rate

Proprietor’'s Income
% Ch, Annual Rate
Farm
% Ch, Annual Rate
Nonfarm
% Ch, Annual Rate

Less: Contribution For Govt. Soc. Ins.
% Ch, Annual Rate

Dividends/Int./Rent
% Ch, Annual Rate

Transfer Payments
% Ch, Annual Rate

2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3 20114

12,997.413,172.013,353.413,536.513,734.013,928.014,132.6 14,333.4

5.4 5.5 5.6 5.6 6.0 5.8 6.0 5.8
7,040.6 7,121.2 7,207.2 7,297.0 7,399.1 7,495.3 7,595.9 7,693.7
4.9 4.7 4.9 5.1 5.7 5.3 55 53
5,956.8 6,050.8 6,146.2 6,239.5 6,334.9 6,432.6 6,536.8 6,639.6
5.9 6.5 6.5 6.2 6.3 6.3 6.6 6.4
1,657.3 1,671.7 1,691.1 1,708.0 1,732.9 1,752.6 1,774.7 1,795.6
5.6 3.5 4.7 4.1 5.9 4.6 5.1 4.8
1,1455 1,160.2 1,172.4 1,185.3 1,203.6 1,223.9 1,243.7 1,261.8
4.6 5.2 4.3 4.5 6.3 6.9 6.6 6.0
24.3 23.9 23.3 23.2 23.5 245 255 26.0
0.7 -6.1 -10.6 -1.5 6.3 18.4 16.2 9.1
1,121.2 1,136.3 1,149.1 1,162.1 1,180.1 1,199.3 1,218.2 1,235.8
4.7 55 4.6 4.6 6.3 6.7 6.4 5.9

1,092.7 1,099.4 1,110.5 1,123.3 1,150.8 1,164.1 1,175.0 1,187.1
10.4 2.5 4.1 4.7 10.1 4.7 3.8 4.2

2,209.1 2,257.3 2,307.6 2,359.4 2,403.6 2,449.8 2,496.0 2,545.0
8.1 9.0 9.2 9.3 7.7 7.9 7.8 8.1

2,037.7 2,061.1 2,085.6 2,110.1 2,145.5 2,170.5 2,197.4 2,224.4
6.9 4.7 4.8 4.8 6.9 4.7 5.0 5.0
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Table A3.3
Washington Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011

2004 2005 2006 2007 2008 2009 2010 2011

Personal Income 218.432 224.736 243.597 261.682 275.709 288.608 306.136 325.414
% Ch 7.6 2.9 8.4 7.4 5.4 4.7 6.1 6.3
Total Wage and Salary Disbursements 119.217 125.845 136.336 147.259 154.468 161.859 171.111 180.969
% Ch 4.5 5.6 8.3 8.0 4.9 4.8 5.7 5.8
Manufacturing 13.903 15.150 16.844 17.976 18.813 19.310 20.015 20.966
% Ch 2.2 9.0 11.2 6.7 4.7 2.6 3.6 4.8
Durable Manufacturing 10.410 11.546 13.088 14.019 14.730 15.092 15.637 16.381

% Ch 3.0 10.9 13.4 7.1 5.1 25 3.6 4.8
Nondurable Manufacturing 3.493 3.604 3.756 3.957 4.083 4.218 4.378 4.586

% Ch -0.1 3.2 4.2 5.4 3.2 3.3 3.8 4.7
Nonmanufacturing 100.184 104.986 113.475 122.949 128.884 135.460 143.721 152.314
% Ch 4.8 4.8 8.1 8.3 4.8 5.1 6.1 6.0
Other Private Wages 1.183 1.233 1.328 1409 1.447 1523 1.635 1.759
% Ch 4.7 4.2 7.7 6.1 2.7 5.3 7.4 7.6
Farm Wages 0.985 1.128 1.146 1.177 1.231 1.285 1.358 1.438
% Ch 3.8 14.6 1.6 2.7 4.6 4.4 5.7 5.9
Military Wages 2,963 3.349 3.544 3.747 4.094 4.281 4382 4.491
% Ch 6.1 13.0 5.8 5.7 9.3 4.6 2.4 25
Nonwage Personal Income 99.215 98.890 107.261 114.423 121.241 126.749 135.025 144.445
% Ch 11.7 -0.3 8.5 6.7 6.0 45 6.5 7.0
Supplements to Wages and Salaries 29.208 31.330 33.451 35.663 37.842 39.540 41.578 43.793
% Ch 8.8 7.3 6.8 6.6 6.1 4.5 5.2 5.3
Proprietor’s Income 17.812 18.421 19.341 19.791 20.387 21.847 23.198 24.634
% Ch 8.9 3.4 5.0 2.3 3.0 7.2 6.2 6.2
Farm 0.540 0.226 0.138 0.183 0.365 0.478 0.537 0.564

% Ch -25.8  -58.2  -38.8 32.2 99.5 311 12.4 5.1
Nonfarm 17.271 18.194 19.203 19.609 20.022 21.370 22.662 24.070

% Ch 10.5 5.3 5.5 2.1 2.1 6.7 6.0 6.2

Less: Contribution For Govt. Soc. Ins. 20.290 21.584 23.054 24.708 26.100 27.140 28.581 30.256
% Ch 7.1 6.4 6.8 7.2 5.6 4.0 5.3 5.9
Plus: Residence Adjustment 2436 2.525 2,831 2980 3.098 3.198 3.350 3.571
% Ch 1.4 3.7 12.1 5.3 4.0 3.2 4.7 6.6
Dividends/Int./Rent 41.866 38.456 42.641 46.460 48.846 49.776 53.376 58.010
% Ch 22.2 -8.1 10.9 9.0 5.1 1.9 7.2 8.7
Transfer Payments 28.183 29.743 32.052 34.236 37.167 39.527 42.104 44.693
% Ch 0.9 55 7.8 6.8 8.6 6.3 6.5 6.1
State U.l. Benefits 1.183 0.782 0.734 0.720 0.907 1.033 1.163 1.179

% Ch -47.1  -33.9 -6.2 -1.9 26.0 13.9 12.5 1.4
Other Transfers 27.000 28.960 31.318 33.516 36.260 38.494 40.941 43.514

% Ch 5.1 7.3 8.1 7.0 8.2 6.2 6.4 6.3
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Table A3.4
Washington Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011
2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Personal Income 238.679 241.322 244.459 249.928 254.695 258.948 264.465 268.621
% Ch, Annual Rate 13.9 4.5 5.3 9.3 7.9 6.8 8.8 6.4

Total Wage and Salary Disbursements 134.162 134.289 136.215 140.679 143.124 145.308 148.931 151.672

% Ch, Annual Rate 14.7 0.4 5.9 13.8 7.1 6.2 10.4 7.6
Manufacturing 16.944 16.718 16.214 17.500 17.733 18.019 17.872 18.282
% Ch, Annual Rate 35.1 -5.2 -11.5 35.7 5.4 6.6 -3.2 9.5
Durable Manufacturing 13.160 13.058 12.475 13.659 13.782 14.084 13.954 14.258
% Ch, Annual Rate 39.6 -3.1  -16.7 43.7 3.7 9.1 -3.6 9.0
Nondurable Manufacturing 3.784 3.660 3.739 3.841 3.951 3.935 3.918 4.024

% Ch, Annual Rate 21.0 -125 8.9 114 12.0 -1.6 -1.7 11.3
Nonmanufacturing 111.287 111.575 113.894 117.143 119.240 121.066 124.612 126.880
% Ch, Annual Rate 12.1 1.0 8.6 11.9 7.4 6.3 12.2 7.5
Other Private Wages 1.266 1.314 1.386 1.346 1.395 1.397 1.440 1.404
% Ch, Annual Rate 13.7 16.1 23.8 -11.1 15.4 0.6 12.9 -9.6
Farm Wages 1.137 1.145 1.150 1.151 1.161 1.172 1.182 1.193
% Ch, Annual Rate 1.4 2.8 1.8 0.3 35 3.8 35 3.8
Military Wages 3.528 3,537 3,571 3,539 3595 3.654 3825 3.914
% Ch, Annual Rate 14.7 1.0 3.9 -3.5 6.5 6.7 20.1 9.6
Nonwage Personal Income 104.518 107.033 108.245 109.248 111.570 113.640 115.534 116.949
% Ch, Annual Rate 12.8 10.0 4.6 3.8 8.8 7.6 6.8 5.0
Supplements to Wages and Salaries 33.015 33.107 33.427 34.253 34.634 35.251 36.146 36.620
% Ch, Annual Rate 10.7 11 3.9 10.3 45 7.3 10.5 5.3
Proprietor’s Income 19.102 19.559 19.315 19.388 19.581 19.911 19.794 19.879
% Ch, Annual Rate 9.3 9.9 -4.9 15 4.0 6.9 -2.3 1.7
Farm 0.057 0.150 0.153 0.193 0.133 0.301 0.123 0.174
% Ch, Annual Rate #it##H### 4,695.9 8.2 1532 -77.4 3.E+03 -97.2 300.5
Nonfarm 19.046 19.409 19.162 19.195 19.448 19.611 19.672 19.705
% Ch, Annual Rate 11.2 7.8 -5.0 0.7 5.4 3.4 1.3 0.7
Less: Contribution For Govt. Soc. Ins. 22.883 22.788 22.955 23.590 24.111 24.428 25.035 25.257
% Ch, Annual Rate 14.9 -1.7 3.0 115 9.1 5.4 10.3 3.6
Plus: Residence Adjustment 2.797 2.802 2,833 2890 2954 2981 2976 3.010
% Ch, Annual Rate 48.2 0.7 4.5 8.3 9.2 3.7 -0.7 4.6
Dividends/Int./Rent 41.179 42.538 43.268 43.577 44.672 45.988 47.199 47.982
% Ch, Annual Rate 11.7 13.9 7.0 2.9 10.4 12.3 11.0 6.8
Transfer Payments 31.307 31.815 32.357 32.730 33.840 33.936 34.453 34.715
% Ch, Annual Rate 17.5 6.7 7.0 4.7 14.3 11 6.2 3.1
State U.l. Benefits 0.760 0.732 0.691 0.752 0.711 0.684 0.734 0.751
% Ch, Annual Rate 119 -139 -20.6 40.3 -20.1 -143 32.6 9.6
Other Transfers 30.547 31.083 31.665 31.979 33.129 33.252 33.720 33.964
% Ch, Annual Rate 17.7 7.2 7.7 4.0 15.2 15 5.7 2.9
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Table A3.4
Washington Personal Income by Component (Billions of Dollars)
Forecast 2008 to 2011
2008:1 2008:2 2008:3 2008:4 2009:1 2009:2 2009:3 2009:4

Personal Income 270.291 275.040 278.147 279.358 283.344 285.678 291.578 293.831
% Ch, Annual Rate 2.5 7.2 4.6 1.8 5.8 3.3 8.5 3.1

Total Wage and Salary Disbursements 151.917 152.747 156.488 156.721 158.970 159.947 164.104 164.416

% Ch, Annual Rate 0.6 2.2 10.2 0.6 5.9 25 10.8 0.8
Manufacturing 18.530 18.714 18.925 19.083 19.238 19.251 19.306 19.445
% Ch, Annual Rate 55 4.0 4.6 3.4 3.3 0.3 1.2 2.9
Durable Manufacturing 14.489 14.676 14.828 14.928 15.039 15.047 15.088 15.196
% Ch, Annual Rate 6.6 5.3 4.2 2.7 3.0 0.2 11 2.9
Nondurable Manufacturing 4.041 4.038 4.097 4.155 4.199 4.204 4.219 4.249

% Ch, Annual Rate 1.7 -0.3 6.0 5.8 4.3 0.5 1.4 2.9
Nonmanufacturing 126.698 127.284 130.766 130.787 132.716 133.631 137.681 137.813
% Ch, Annual Rate -0.6 1.9 114 0.1 6.0 2.8 12.7 0.4
Other Private Wages 1.425 1446 1450 1466 1489 1509 1.534 1.560
% Ch, Annual Rate 6.0 6.0 1.3 45 6.3 5.6 6.7 7.1
Farm Wages 1.211 1.228 1.236 1.248 1.263 1.276 1.292 1.310
% Ch, Annual Rate 6.0 6.0 2.6 4.0 4.9 4.1 5.2 5.4
Military Wages 4.054 4.075 4.110 4.136 4.264 4.279 4.291 4.288
% Ch, Annual Rate 15.1 2.1 35 25 13.0 15 1.1 -0.3
Nonwage Personal Income 118.374 122.293 121.659 122.637 124.375 125.731 127.474 129.415
% Ch, Annual Rate 5.0 13.9 -2.1 3.3 5.8 4.4 5.7 6.2
Supplements to Wages and Salaries 37.361 37.643 38.008 38.356 38.937 39.301 39.760 40.162
% Ch, Annual Rate 8.3 3.1 3.9 3.7 6.2 3.8 4.8 4.1
Proprietor’s Income 20.152 20.091 20.480 20.824 21.213 21.634 22.094 22.448
% Ch, Annual Rate 5.6 -1.2 8.0 6.9 7.7 8.2 8.8 6.6
Farm 0.302 0.364 0.378 0.414 0.430 0.466 0.498 0.517
% Ch, Annual Rate 804.5 111.1 16.9 44.2 16.2 37.3 30.7 16.5
Nonfarm 19.850 19.727 20.102 20.410 20.783 21.169 21.596 21.930
% Ch, Annual Rate 3.0 -2.5 7.8 6.3 7.5 7.6 8.3 6.3
Less: Contribution For Govt. Soc. Ins. 25.911 25.926 26.194 26.369 26.866 27.052 27.229 27.411
% Ch, Annual Rate 10.8 0.2 4.2 2.7 7.8 2.8 2.6 2.7
Plus: Residence Adjustment 3.044 3.077 3.124 3.149 3.164 3.179 3.208 3.241
% Ch, Annual Rate 4.6 4.4 6.2 3.2 2.0 1.9 3.7 4.2
Dividends/Int./Rent 48.388 48.829 48.985 49.182 49.351 49.466 49.765 50.520
% Ch, Annual Rate 3.4 3.7 1.3 1.6 14 0.9 2.4 6.2
Transfer Payments 35.340 38.579 37.255 37.495 38.575 39.203 39.876 40.455
% Ch, Annual Rate 7.4 42.0 -13.0 2.6 12.0 6.7 7.1 5.9
State U.l. Benefits 0.857 0.884 0.932 0.957 0.976 1.010 1.052 1.095
% Ch, Annual Rate 69.7 12.9 24.0 10.8 8.3 14.7 17.9 17.0
Other Transfers 34.483 37.696 36.323 36.538 37.599 38.193 38.824 39.360
% Ch, Annual Rate 6.3 428 -13.8 2.4 12.1 6.5 6.8 5.6
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Table A3.4

Washington Personal Income by Component (Billions of Dollars)

Forecast 2008 to 2011

Personal Income
% Ch, Annual Rate

Total Wage and Salary Disbursements
% Ch, Annual Rate

Manufacturing
% Ch, Annual Rate
Durable Manufacturing
% Ch, Annual Rate
Nondurable Manufacturing
% Ch, Annual Rate

Nonmanufacturing
% Ch, Annual Rate

Other Private Wages
% Ch, Annual Rate

Farm Wages
% Ch, Annual Rate

Military Wages
% Ch, Annual Rate

Nonwage Personal Income
% Ch, Annual Rate

Supplements to Wages and Salaries
% Ch, Annual Rate

Proprietor’'s Income
% Ch, Annual Rate
Farm
% Ch, Annual Rate
Nonfarm
% Ch, Annual Rate

Less: Contribution For Govt. Soc. Ins.
% Ch, Annual Rate

Plus: Residence Adjustment
% Ch, Annual Rate

Dividends/Int./Rent
% Ch, Annual Rate

Transfer Payments
% Ch, Annual Rate
State U.l. Benefits
% Ch, Annual Rate
Other Transfers
% Ch, Annual Rate

2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3

299.273 302.954 309.883 312.433 318.199 321.970 329.376
7.6 5.0 9.5 3.3 7.6 4.8 9.5

167.754 169.097 173.668 173.924 177.396 178.803 183.707
8.4 3.2 11.3 0.6 8.2 3.2 11.4

19.665 19.897 20.124 20.373 20.612 20.844 21.093
4.6 4.8 4.6 5.0 4.8 4.6 4.9
15.358 15.541 15.726 15.922 16.109 16.283 16.480
4.3 4.9 4.8 5.1 4.8 4.4 4.9
4308 4.356 4.398 4.450 4.503 4.561 4.613
5.6 4.6 3.9 4.9 4.8 5.3 4.6

140.777 141.847 146.150 146.110 149.184 150.301 154.897
8.9 3.1 12.7 -0.1 8.7 3.0 12.8

1590 1.620 1650 1.681 1.712 1.743 1.775
7.9 7.8 7.6 7.5 7.7 7.5 7.6

1.329 1.348 1.368 1.387 1.408 1.428 1.449
6.0 6.0 5.9 5.8 6.0 5.8 6.0

4393 4384 4376 4373 4479 4486 4.493
10.1 -0.8 -0.8 -0.2 10.1 0.6 0.6

131.519 133.857 136.215 138.510 140.803 143.167 145.668
6.7 7.3 7.2 6.9 6.8 6.9 7.2

40.863 41.301 41.836 42.312 42.986 43.510 44.073
7.2 4.4 5.3 4.6 6.5 5.0 5.3

22.744 23.080 23.348 23.622 24.006 24.433 24.852
5.4 6.0 4.7 4.8 6.7 7.3 7.0
0.530 0.537 0.539 0.543 0.550 0.560 0.570
10.1 5.1 1.6 29 5.4 7.6 7.7
22.214 22.543 22.810 23.079 23.456 23.873 24.282
5.3 6.1 4.8 4.8 6.7 7.3 7.0

28.171 28.393 28.702 29.058 29.774 30.128 30.408
11.6 3.2 4.4 5.1 10.2 4.8 3.8

3.279 3.323 3.372 3.425 3.480 3.539 3.601
4.8 5.4 6.1 6.3 6.7 6.9 7.2

51.570 52.744 53.966 55.222 56.307 57.433 58.558
8.6 9.4 9.6 9.6 8.1 8.2 8.1

41.233 41.801 42.394 42.986 43.798 44.379 44.993
7.9 5.6 5.8 5.7 7.8 5.4 5.6
1.127 1.152 1176 1.195 1.214 1.193 1.169
12.5 9.1 8.5 6.8 6.3 -6.6 -7.8
40.105 40.649 41.218 41.791 42.583 43.186 43.823
7.8 55 5.7 5.7 7.8 5.8 6.0

2011:4

332.111
3.4

183.971
0.6

21.315
4.3
16.650
4.2
4.665
4.6

154.873
-0.1

1.807
7.3

1.469
5.8

4.506
1.1

148.141
7.0

44.602
4.9

25.246
6.5
0.577
51
24.668
6.5

30.715
4.1

3.663
7.1

59.742
8.3

45.601
5.5
1.138
-10.3
44.464
6.0
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Table A4.1

Selected Inflation Indicators

(Deflator 2000=1.0; CP1 1982-84=1.0)

1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

Forecast

2008
2009
2010
2011

Price Deflator*

Percent

Index Change

0.276
0.285
0.301
0.332
0.359
0.379
0.404
0.432
0.471
0.521
0.567
0.598
0.624
0.648
0.669
0.686
0.709
0.737
0.770
0.805
0.834
0.858
0.878
0.896
0.916
0.935
0.951
0.960
0.976
1.000
1.021
1.035
1.056
1.084
1.116
1.147
1.176

1.221
1.250
1.270
1.291

4.2
3.5
5.5
10.3
8.3
5.6
6.5
7.0
8.8
10.7
8.9
5.5
4.3
3.8
3.3
2.4
3.5
4.0
4.4
4.6
3.6
2.9
2.3
2.1
2.1
2.2
1.7
0.9
1.7
2.5
2.1
1.4
2.0
2.6
2.9
2.8
2.5

3.8
2.4
1.6
1.7

Index

0.405
0.418
0.444
0.493
0.538
0.569
0.606
0.652
0.726
0.824
0.909
0.965
0.996
1.039
1.076
1.097
1.136
1.183
1.239
1.307
1.362
1.403
1.445
1.482
1.524
1.569
1.605
1.630
1.666
1.722
1.770
1.799
1.840
1.889
1.953
2.016
2.073

2.173
2.223
2.252
2.290

* Chain-Weight Implicit Price Deflator for Personal Consumption Expenditures

# Consumer Price Index for all Urban Consumers
+ Consumer Price Index for the Seattle-Tacoma-Bremerton, WA CMSA

U.S. CPI#
Percent

Change

4.2
3.3
6.3
11.0
9.1
5.8
6.5
7.6
11.3
13.5
10.4
6.2
3.2
4.4
3.5
1.9
3.6
4.1
4.8
5.4
4.2
3.0
3.0
2.6
2.8
2.9
2.3
15
2.2
3.4
2.8
1.6
2.3
2.7
3.4
3.2
2.9

4.8
2.3
1.3
1.7

Seattle CPI+
Percent

Index Change
0.382 2.1
0.393 2.9
0.418 6.4
0.464 11.0
0.511 10.2
0.539 5.5
0.583 8.0
0.640 9.9
0.709 10.8
0.827 16.7
0.916 10.8
0.978 6.7
0.993 1.5
1.030 3.8
1.056 2.5
1.066 1.0
1.092 2.4
1.128 3.3
1.181 4.7
1.268 7.3
1.341 5.8
1.390 3.7
1.429 2.8
1.478 3.4
1.522 3.0
1.575 3.4
1.630 3.5
1.677 2.9
1.728 3.0
1.792 3.7
1.857 3.6
1.893 2.0
1.924 1.6
1.947 1.2
2.002 2.8
2.076 3.7
2.157 3.9
2.259 4.7
2.324 2.9
2.371 2.0
2.419 2.0

Consumer Price Index and Implicit Price Deflator values shown here are annual averages of seasonally adjusted quarterly data
and may differ slightly from the annual values published by the Bureau of Labor Statistics and Bureau of Economic Analysis.
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Table A4.2
Chain-Weighted Price Indices
(2000=1.0)
Services Food Fuels Gasoline
Percent Percent Percent Percent
Index Change Index Change Index Change Index Change
1971 22.340 5.5 27.384 3.1 14.418 6.7 22.050 0.7
1972 23.304 4.3 28.610 4.5 14.535 0.8 22.336 1.3
1973 24.381 4.6 31.742 10.9 16.633 14.4 24.473 9.6
1974 26.344 8.1 36.234 14.2 26.327 58.3 33.059 35.1
1975 28.596 8.5 39.106 7.9 28.862 9.6 35.279 6.7
1976 30.604 7.0 40.393 3.3 30.822 6.8 36.777 4.2
1977 32.933 7.6 42.920 6.3 34.781 12.8 38.907 5.8
1978 35.464 7.7 46.832 9.1 36.559 5.1 40.597 4.3
1979 38.316 8.0 51.496 10.0 48.977 34.0 54.406 34.0
1980 42.332 10.5 55.992 8.7 68.177 39.2 75.509 38.8
1981 46.746 10.4 60.254 7.6 82.998 21.7 84.017 11.3
1982 50.528 8.1 62.372 3.5 82.043 -1.2 79.768 -5.1
1983 53.799 6.5 63.699 2.1 77.109 -6.0 77.160 -3.3
1984 56.680 5.4 65.827 3.3 78.867 2.3 76.005 -1.5
1985 59.295 4.6 67.164 2.0 76.147 -3.4 76.619 0.8
1986 62.040 4.6 69.105 2.9 61.413 -19.3 60.175 -21.5
1987 64.299 3.6 71.395 3.3 61.478 0.1 62.488 3.8
1988 67.493 5.0 73.805 3.4 61.646 0.3 63.017 0.8
1989 70.708 4.8 77.477 5.0 64.403 4.5 68.837 9.2
1990 74.197 4.9 81.183 4.8 76.919 194 78.385 13.9
1991 77.497 4.4 83.938 3.4 74.496 -3.2 77.338 -1.3
1992 80.684 4.1 84.948 1.2 71.832 -3.6 77.040 -04
1993 83.345 3.3 86.249 1.5 71.587 -0.3 76.257 -1.0
1994 85.748 2.9 87.679 1.7 70.417 -1.6 76.614 0.5
1995 88.320 3.0 89.573 2.2 69.905 -0.7 77.826 1.6
1996 90.844 2.9 92.090 2.8 77.835 11.3 82.597 6.1
1997 93.305 2.7 94.197 2.3 78.644 1.0 82.579 -0.0
1998 95.319 2.2 95.868 1.8 71.779 -8.7 71.874 -13.0
1999 97.393 2.2 97.711 1.9 72.656 1.2 78.207 8.8
2000 100.000 2.7 100.000 2.3 100.000 37.6 100.000 27.9
2001 103.257 3.3 102.943 2.9 101.737 1.7 96.288 -3.7
2002 106.018 2.7 104.951 2.0 91.688 -9.9 90.433 -6.1
2003 109.379 3.2 106.986 1.9 109.653 19.6 105.213 16.3
2004 112.929 3.2 110.269 3.1 125.389 14.4 123.991 17.8
2005 116.726 3.4 112.749 2.2 159.612 27.3 150.842 21.7
2006 120.725 3.4 115.340 2.3 180.349 13.0 170.501 13.0
2007 124.556 3.2 119.642 3.7 192.617 6.8 185.455 8.8
Forecast
2008 128.567 3.2 125.681 5.0 254,192 32.0 240.847 29.9
2009 132.240 2.9 130.297 3.7 240.482 -5.4 234.751 -2.5
2010 135.370 2.4 132.266 1.5 231.011 -3.9 218.193 -7.1
2011 138.515 2.3 134.538 1.7 227.493 -1.5 211.845 -2.9
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Table A5.1
Washington Resident Population and Components of Change*
(Thousands)
Percent Net
Population Change Change Births Deaths Migration
1970 3413.2 16.2 0.5 59.9 30.0 -13.7
1971 3436.3 23.1 0.7 60.0 29.8 71
1972 3430.3 -6.0 -0.2 53.1 30.4 -28.7
1973 34443 14.0 0.4 47.7 30.4 -3.3
1974 3508.7 64.4 1.9 48.2 29.9 46.1
1975 3567.9 59.2 1.7 50.1 30.3 39.4
1976 3634.9 67.0 1.9 51.4 30.2 45.8
1977 3715.4 80.5 2.2 54.2 29.1 55.4
1978 3836.2 120.8 3.3 57.3 30.4 93.9
1979 3979.2 143.0 3.7 60.2 30.2 113.0
1980 4132.2 153.0 3.8 65.4 31.3 118.9
1981 4229.3 97.1 2.4 68.2 31.8 60.8
1982 4276.5 47.3 1.1 70.1 31.7 8.9
1983 4307.2 30.7 0.7 69.5 325 -6.2
1984 4354.1 46.8 1.1 68.5 33.2 11.6
1985 4415.8 61.7 1.4 69.1 34.0 26.6
1986 4462.2 46.4 1.1 70.2 34.0 10.2
1987 4527.1 64.9 1.5 69.3 34.4 30.0
1988 4616.9 89.8 2.0 71.0 36.0 54.8
1989 4728.1 111.2 2.4 73.0 36.0 74.2
1990 4866.7 138.6 2.9 76.4 36.2 98.5
1991 5021.3 154.6 3.2 79.1 36.6 112.1
1992 5141.2 119.8 2.4 80.2 37.2 76.8
1993 5265.7 124.5 2.4 79.1 39.4 84.8
1994 5364.3 98.6 1.9 78.2 39.5 60.0
1995 5470.1 105.8 2.0 77.5 40.0 68.3
1996 5567.8 97.7 1.8 77.0 41.2 61.8
1997 5663.8 96.0 1.7 78.0 42.6 60.6
1998 5750.0 86.3 1.5 78.8 41.6 49.0
1999 5830.8 80.8 1.4 79.8 43.1 44.2
2000 5894.1 63.3 1.1 79.9 43.7 27.2
2001 5974.9 80.8 1.4 80.7 43.9 44.0
2002 6041.7 66.8 1.1 79.3 44.9 32.4
2003 6098.3 56.6 0.9 79.1 44.7 22.3
2004 6167.8 69.5 1.1 81.0 46.0 34.6
2005 6256.4 88.6 1.4 81.8 45.6 52.4
2006 6375.6 119.2 1.9 83.2 45.3 81.3
2007 6488.0 112.4 1.8 88.0 46.1 70.4
Forecast
2008 6599.2 111.2 1.7 89.7 49.0 70.5
2009 6706.9 107.7 1.6 90.8 49.8 66.7
2010 6811.2 104.2 1.6 91.9 50.5 62.9
2011 6912.0 100.8 1.5 93.0 51.3 59.2

* As of April 1 of Each Year

Source: Office of Financial Management
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Table A5.2
Washington Population*
(Thousands)
Actual Forecast
2006 2007 2008 2009 2010 2011
Total Population 6375.6 6488.0 6599.2 6706.9 6811.2 6912.0
Percent Change 19 1.8 1.7 1.6 1.6 1.5
Age 17 and Under 1549.0 1566.4 1581.1 1595.0 1608.8 1623.4
Percent of Total 24.3 24.1 24.0 23.8 23.6 23.5
Age 6-18 1142.9 1151.8 1158.6 1160.9 1164.2 1167.7
Percent of Total 17.9 17.8 17.6 17.3 17.1 16.9
Age 18 and Over 4826.6 4921.6 5018.1 5112.0 5202.4 5288.6
Percent of Total 75.7 75.9 76.0 76.2 76.4 76.5
Age 21 and Over 4552.8 4644.9 4733.6 4821.5 4907.6 4994.8
Percent of Total 71.4 71.6 71.7 71.9 72.1 72.3
Age 20-34 1309.0 1335.5 1369.5 1404.8 1437.9 1471.7
Percent of Total 20.5 20.6 20.8 20.9 21.1 21.3
Age 18-64 4099.4 4174.7 4246.3 4314.5 4379.0 4441.0
Percent of Total 64.3 64.3 64.3 64.3 64.3 64.3
Age 65 and Over 727.3 746.9 771.8 797.5 823.3 847.6
Percent of Total 11.4 11.5 11.7 11.9 12.1 12.3
* As of April 1 of Each Year
Source: Office of Financial Management
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Glossary

Biennium: The state’s two years budget cycle. The 2001-2003 biennium started on July 1, 2003 and ends June
30, 2005. The current 2007-2009 biennium started July 1, 2007 and ends June 30, 20009.

Cash Basis: Cash receipts received during a period. The Forecast Council forecasts revenues on a Cash and
GAAP (Generally Accepted Accounting Principles) basis.

CPI: The Consumer Price Index for All Urban Consumers. The Bureau of Labor Statistics (BLS) updates the
CPI1 monthly, surveying over 60,000 goods in 85 urban areas. The BLS also produces a bimonthly Seattle-
Tacoma-Bremerton CPI.

Tax Elasticity: Ameasure of how tax revenues respond to changes in personal income. If tax revenue elasticity
is greater than one, a one percent change in personal income will be associated with more than a one percent
increase intax revenues. If elasticity is less than one, a one percent increase in personal income will be associated
with less than a one percent increase in tax revenues.

Fiscal Year: The state’s budget year. Washington State’s fiscal year runs from July 1 through June 30. Fiscal
year 1999, for example, ran from July 1, 1998 through June 30, 1999.

GAAP Basis: Generally Accepted Accounting Principles measure revenue in the period during which they
accrue rather than the period in which they are received.

General Fund: Accounts for all financial resources and transactions not accounted for in another fund.
General Fund-State Revenue: Resources from state sources only, excludes federal monies.

Implicit Price Deflator for Personal Consumption Expenditures (IPD): The IPD is a by-product of the
National Income and Product Accounts. Itis derived by dividing current dollar (nominal) consumer expenditures
by constant dollar (real) consumer expenditures.

Mortgage Rate: The average interest rate on 25 year conventional loan (as reported by the Federal Home
Loan Bank Board).

Non-Wage Income: Personal income other than from wages and salaries. The major components are:
proprietor’s income, transfer payments, and dividends, interest and rent.

Real GDP: Gross Domestic Production adjusted for the price level.

Personal Income: Income from wages and salaries; other labor income; proprietor’s income; dividends, inter-
estand rent; transfer payments; and a residence adjustment. It is reduced by employee contributions for social
insurance.

Seasonally Adjusted: Adjusted for normal seasonal variations. Monthly statistics, such as the unemployment
rate, are seasonally adjusted to make month-to-month comparisons possible.

Wage and Salary Employment: Civilian nonfarm payroll employees. The self-employed, farm workers, mem-
bers of the armed forces, private household employees, and workers on strike are excluded.
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Background to General Fund Outlook Methodology

Attached is the June 2008 Six Year General Fund Outlook.

The information generally reflects the assumption that future revenue and spending
corresponds to historical trends. However, due to the complexity and potential
volatility surrounding the state's economy and factors impacting state expenditures,
this estimate should be seen as a baseline estimate of the current budget outlook
and aid in longer term fiscal planning.

As they have done in past, it is anticipated that the Governor and the Legislature will

use available reserves and implement spending reductions and/or revenue changes
to balance the 2009-11 budget.

Prepared Dby the staft of the Senate Ways & Means Committee, Senate Committee Services
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ESTIMATED SIX YEAR GF-S OUTLOOK (June 26, 2008 Update)
(Dollars in Millions)

2007-09 2009-11 2011-13
Revenue Biennium Biennium Biennium
Beginning Fund Balance GF-S $781 $359 ($2,684)
Feb. 2008 Forecast 29,463 31,918 35,127
June 2008 Forecast Update (50) (117) (6)
Transfer to Budget Stabilization Account (133) (286) (317)
Legislatively Enacted Fund Transfers 147 - -
2008 Supplemental Changes (Revenue & Budget Driven Revenue) (1) (46) (59)
Total Revenue $30,197 $31,828 $32,062
Expenditures
Baseline Expenditures $29,623 $32,286 $35,020
Additional Pension Costs - 132 180
2008 Supplemental Budget 209 609 661
Family Medical Leave 6 72 89
Near General Funds & Account Backfill - 1,413 1,620
Total Expenditures $29,838 $34,512 $37,569
|Unrestricted GF-S Ending Balance $359 ($2,684) ($5,507)|
Budget Stabilization Account $442 $728 $1,045
[Total Reserves $801 ($1,956) ($4,462)|

Assumptions

1) GF-S revenues based on June 2008 forecast for FY 2008-2011 and an assumption of 5 percent per year growth after FY 2011. A change in overall economic conditions could
significantly impact this estimate.

2) Growth rates for functional areas of the budget (public schools, health care, employee health benefits, debt service, etc) utilize historical trends and, if available, current
caseload and inflation forecasts. This results in an aggregate assumption that overall GF-S spending will increase by the approximate historical growth rate.

3) Pensions are adjusted to reflect the State Actuary estimate produced on 12/24/2007.
4) 2008 supplemental budget is based on the enacted budget including Governor's vetoes.

5) Near general fund account & backfill information based on current projections updated through June 2008.



Detailed Assumptions & Caveats

1) GF-S revenues based on June 2008 forecast for FY 2008-2011 and an assumption of 5 percent
per year growth after FY 2011. A change in overall economic conditions could significantly
impact this estimate.

2) The assumption is that functional areas of the budget will increase at the rates displayed below.
These estimated growth rates utilize historical trends and, if available, current caseload and
inflation forecasts. The aggregate result is an assumption that GF-S baseline spending will
increase by slightly over 4 percent per year growth during the forecasted time period. This will
change based on caseload, inflation, and other budget factors.

Functional Area Growth Assumptions 2009-11 2011-13
Medical Assistance 6.0% 6.0%
Other Health Care 5.5% 5.5%
State Employee Health Benefits 6.0% 6.0%
K-12 Employee Health Benefits 5.5% 5.5%
Other Human Services (without health care) 5.0% 5.0%
Public Schools (without health care) 3.6% 2.8%
Debt Service 6.0% 6.0%
All Other 2.5% 2.5%

* Public school growth reflects variation in CPI projected inflation during the forecasted time periods.

3) The 2008 supplemental budget is based on the enacted budget including Governor's vetoes and
projected bow-wave adjusting for one-time factors.

4) Pensions are adjusted to reflect the State Actuary rates and estimate produced on 12/24/2007.
Revised rates and estimates will be available in Summer 2008.

5) The near general fund account and backfill information is based on current projections updated
through June 2008. Future revenue and spending updates will likely change this projection.
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Date:
To:
From:

Cc:
Re:

Memorandum

June 16, 2008

Members of the Pension Funding Council

Marilyn Oliver, FSA MAAA FCA, Vice-President, Bartel Associates, LLC
John E. Bartel, ASA MAAA FCA, President, Bartel Associates, LLC

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.
2.
3.
4.

Review of the reasonability of the underlying data,

Review of actuarial methods, techniques, and formulas used in the study,
Review of the actual calculations involved in setting each new assumption, and
Review of the reasonability of each of the new assumption

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

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



Date: June 16, 2008

To: Members of the Pension Funding Council

From: Marilyn Oliver & John E. Bartel, Bartel Associates, LLC
Page: 2

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

e Mortality projection assumption

e 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.

Seind . D2 B3

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

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



Washington State Legislature

Preliminary Experience Study and
Actuarial Valuation Report

Matt Smith, FCA, EA, MAAA
State Actuary

Chris Jasperson, ASA

Associate Pension Actuary

June 23, 2008

Today’s Presentation

® Preliminary experience study results and recommended
assumption changes

W Budget impact of assumption changes
® Highlights from the preliminary actuarial valuation report
@ Decisions for July meeting

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt




What Is An Experience Study?

@ Review of current assumptions
= How do they compare with actual experience?
= Do they need to change?
m Assumptions help us estimate
® When benefits are paid
™ How much is paid
= How long they’re paid

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

Why Do We Perform Them?

W Things change
W Ensure assumptions remain reasonable
= Reasonable assumptions contribute to reasonable funding
m Important part of systematic actuarial funding
@ Risk management

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt




How Do We Perform Them?

® They’re data driven
= Over 20 years of experience in some cases
@ They also involve professional judgment
= Past not always the best predictor of future
W Because they involve professional judgment and expertise

™ You hire an actuary to perform study and make
recommendations

™ You hire an outside actuary to review reasonableness

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

Why Are The Results Preliminary?

m Concurrent actuarial audit in progress
@ The results may change
m Final results available in July

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt




Recommended Assumptions Fall Under Two Categories

@ Updates to current assumptions using standard past practices
@ New policy decisions

= Projected mortality improvements

™ General salary increase assumption

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

Summary Of Updates To Current Assumptions

W Mortality
®m Changes to reflect lower mortality rates since last study
= Update the current tables to the valuation date (not beyond)
= Increases short-term costs

W Retirement

= Changes to reflect later retirement and new Plan 2/3 early
retirement benefits

= Decreases short-term costs

®m Termination
= Changes to reflect fewer workers staying to retirement
= Decreases short-term costs

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt




Summary Of Updates To Current Assumptions (Continued)

m

Disability
= No significant changes required
Salary increases
= Changes to “service based” salary increase assumptions
®m Changes vary by system
= Increases short-term costs
Miscellaneous assumptions
= Changes to current assumptions
= Most assumptions have very small impacts
= Decreases short-term costs
@ Supporting data provided in Attachments A-H

o

m

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

New Policy Decisions

W Project mortality tables beyond the valuation date
®m To reflect longer life spans in the future
m Lower the general salary increase assumption

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt




People Are Living Longer

@ Life expectancy has increased about two years per decade

since 1960

1900
1920
1940
1960
1980
2000

U.S. Census Bureau; all races,

all genders.

47.3
54.1
62.9
69.7
73.7
77.0

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

10

How Much Improvement Do We See?

W 41 of 59 age groupings show mortality improvement
W Improvement averages about 58 percent of Scale AA
= Scale AA provided by the Society of Actuaries
= Annual improvement rates

m See Attachment A for additional information

PERS
TRS
SERS
WSP
LEOFF 1

Weighted Average

0.6% 1.0%
0.5% 1.1%
Not Enough Data
Not Enough Data
2.6% 1.4%
0.6% 1.0%

57%
45%

172%
38%

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt
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Recommended Projection Scale

@ 50 percent of Scale AA
® Applied to all plans

@ Consistent with decades of observed mortality improvement
at the national level

m Also, consistent with observed mortality improvement in our
plans

W Use of 50 instead of 100 percent of Scale AA recognizes that
future improvement may slow down

® Reduces long-term financing costs if mortality improvements
continue
= Pay now or pay more later

@ PFC auditor agrees with preliminary recommendation

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

12

General Salary Increases Are Lower Than Assumed

PERS 4.5% 3.9%
TRS 4.5% 3.8%
SERS 4.5% 3.3%
LEOFF 4.5% 3.9%
WSPRS 4.5% 4.2%

All rates are annual increases.
* Estimated over experience study period (1984-2006).

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt
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Average Salary Growth Also Less Than Assumed

@ Average annual salary has grown by about 3.5 percent per

year since 1984

Average Annual

Year Salary
1985 $21,550
1990 $26,031
1995 $30,896
2000 $35,545
2005 $40,946

Average annual salary for active
members. PERS and SERS combined.

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

14

Recommended General Salary Increase Assumption

® Lower current assumption from 4.5 percent to 4.25 percent
W Applied to all plans

]

=
=
=

Current assumption is a poor fit with actual salary
experience over the last 20+ years

Lower inflation is not the only reason

= Current assumption is 3.5 percent inflation plus 1.0 percent for
other salary growth

The other salary growth assumption is too high
May require a statutory change to apply next biennium
Otherwise, next review in 2009

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt
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genem[ Sa[ary Increase Assumption

® Why change it now?

= Assures assumptions for total salary growth are reasonable and
consistent

= I’'ve recommended an update to the “service-based” salary
increase assumptions for each system

= That assumption combined with the general salary increase
assumption predict total salary growth

= |f one assumption is off, the total is off
® Why not lower the general salary assumption even more?

= Future salary growth is uncertain and could vary from past
experience

= 1-732 (TRS)
= New state collective bargaining (PERS)

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 16

General Salary Increase Assumption (Continued)

m Will we have inconsistent economic assumptions?
® The answer is no

= Inflation is a “building block™ for the nominal rate of
investment return and general salary increase assumptions

= My recommendation is to lower the 1 percent salary increase
assumption that applies beyond the 3.5 percent inflation
assumption

@ Should we study the general salary and “service based”

increase assumptions at the same time in the future?

™ Yes, this would improve both the process in the future and the
consistency of the salary assumptions

= A law change would clarify future process

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 17




Budget Impacts/Valuation Results
@ Budget impacts
= Compares projections based on last year’s valuation results to
this year’s valuation results

® Includes all recommended assumption changes
= With and without 4.25 percent salary assumption change
m Valuation results
= June 30, 2007
All plans except LEOFF 2
Includes cost of 2008 Legislation
Assumes plans are ongoing

@ o@E @

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

18

Preliminary Budget Impacts™

($ in Millions) 2009-2011 2011-2013
General Fund - State $40.7 $44.3

Local Government $47.9 $56.7

($ in Millions) 2009-2011 2011-2013
General Fund - State $53.7 $57.3

Local Government $81.8 $88.9

* Difference between old and new projections.
Excludes LEOFF 2.

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

19
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Preliminary Employer Contribution Rates™

TRS 10.59% 11.04% 10.98%

PSERS 9.55% 10.26% 10.15%

WSPRS 10.15% 9.35% 8.85%

* Calculated under 2007 Actuarial Valuation Report (AVR).
Excludes current administrative expense rate of 0.16%.

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 20

Preliminary Plan 2 Member Contribution Rates™

TRS 5.02% 5.17% 5.01%

PSERS 6.76% 7.15% 6.98%

WSPRS* 6.95% 6.95% 6.95%

* Calculated under the 2007 Actuarial Valuation Report
(AVR). Rate for all plan members.

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 21
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Combined Funded Status

Current Value of all Earned Pensions $44,566 $48,071

Funded Ratio* 99% 97%

* 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. Calculated with 4.5% general salary increase assumption.

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt

160% -

140% |
Lo 128% 124% 124% 127%
(]

120% | 116% 116%
100%
80% | 71% 76%
60% -
40% -
20% -
0% - . . . . .

PERS1 PERS2/3 TRS1 TRS2/3 SERS2/3 PSERS2 LEOFF1 LEOFF2  WSPRS

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt
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Additional References

@ Supporting experience study data
® Attachments A-F

@ Itemized impact of assumption changes
® Attachment G

W Additional details on Actuarial Valuation Report (AVR)
® Attachment H

W Staff at OSA

m Full experience study report and AVR available in August

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 24

Decisions For The July Meeting

m Update the current assumptions as recommended?
® New policy decisions
= Project longer life spans as recommended?

= Lower the general salary increase assumption from 4.5 percent
to 4.25 percent (via rate adoption)?

@ Adopt contribution rates from the latest actuarial valuation
report?
@ Risk management

0:/PFC/2008/Prelim_Exp_Study_Report_AVR.ppt 25
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Attachment A June 23, 2008

Preliminary Experience Study Report

Attachment A

Mortality Rates for Active Employees and Retirees Without Disabilities

Current Recommended
Mortality Male Age Female Mortality Male Age Female
Rates Projection Offset Age Offset Rates Projection Offset 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
TRS2/3 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
LEOFF2 RP 2000 H None 0 0 RP 2000 H 2034 -1 1

Mortality Rates for Retirees With Disabilities
Current Recommended

Mortality Male Age Female Age Mortality Male Age Female
Rates Projection Offset Offset Rates Projection Offset 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.

Office of the State Actuary A-1




Attachment A June 23, 2008

Preliminary Experience Study Report

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

Sample of Healthy Male Mortality Rates by Age

PERS 2/3 TRS 1 ‘ TRS 2/3 SERS 2/3
New old New Oold 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%

Office of the State Actuary A-2



Attachment A June 23, 2008

Preliminary Experience Study Report

Sample of Healthy Male Mortality Rates by Age

PSERS 2 LEOFF 1 WSPRS 1/2
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%

Office of the State Actuary A-3



Attachment A

June 23, 2008

Projection
Year

20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110

2018
0.017%
0.018%
0.023%
0.039%
0.057%
0.089%
0.133%
0.225%
0.425%
0.824%
1.421%
2.372%
3.897%
6.576%
11.598%
17.954%

23.104%
27.906%
100.000%

N/A
0.019%
0.021%
0.026%
0.047%
0.071%
0.112%
0.168%
0.272%
0.505%
0.971%
1.674%
2.810%
4.588%
7.744%
13.168%
19.451%

23.747%
29.312%
100.000%

Preliminary Experience Study Report

Sample of Healthy Female Mortality Rates by Age

PERS 2/3
New old
2031 N/A
0.015% 0.019%
0.016% 0.021%
0.021% 0.026%
0.037% 0.047%
0.051% 0.071%
0.080% 0.112%
0.119% 0.168%
0.213% 0.272%
0.411% 0.505%
0.798% 0.971%
1.375% 1.674%
2.252% 2.810%
3.723% 4.588%
6.324% 7.744%
11.374%  13.168%
17.722%  19.451%
23.104%  23.747%
27.906%  29.312%
100.000% 100.000%

2018
0.017%
0.017%
0.021%
0.036%
0.052%
0.081%
0.123%
0.204%
0.375%
0.731%
1.285%
2.140%
3.530%
5.913%
10.429%
16.739%

22.361%
26.604%
100.000%

N/A
0.019%
0.020%
0.023%
0.039%
0.060%
0.094%
0.143%
0.221%
0.392%
0.765%
1.344%
2.297%
3.759%
6.250%
10.730%
17.043%
22.395%
26.604%
33.744%

TRS 2/3
New old
2036 N/A
0.014% 0.019%
0.015% 0.020%
0.020% 0.023%
0.032% 0.039%
0.046% 0.060%
0.070% 0.094%
0.105% 0.143%
0.190% 0.221%
0.358% 0.392%
0.699% 0.765%
1.229% 1.344%
1.991% 2.297%
3.314% 3.759%
5.601% 6.250%
10.151% 10.730%
16.440% 17.043%
22.361% 22.395%
26.604% 26.604%
100.000% 33.744%

SERS 2/3
New old
2030 N/A
0.015% 0.019%
0.016% 0.020%
0.020% 0.023%
0.033% 0.039%
0.048% 0.060%
0.074% 0.094%
0.111% 0.143%
0.195% 0.221%
0.364% 0.392%
0.709% 0.765%
1.247% 1.344%
2.040% 2.297%
3.384% 3.759%
5.703% 6.250%
10.242% 10.730%
16.539% 17.043%
22.361% 22.395%
26.604% 26.604%
100.000% 33.744%

Office of the State Actuary
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Attachment A

June 23, 2008

Projection
Year

20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110

Preliminary Experience Study Report

Sample of Healthy Female Mortality Rates by Age

PSERS 2
New Oold
2038 N/A
0.014% 0.019%
0.015% 0.021%
0.020% 0.026%
0.035% 0.047%
0.049% 0.071%
0.076% 0.112%
0.112% 0.168%
0.208% 0.272%
0.404% 0.505%
0.784% 0.971%
1.351% 1.674%
2.189% 2.810%
3.633% 4.588%
6.192% 7.744%
11.255%  13.168%
17.598%  19.451%
23.104%  23.747%
27.906%  29.312%
100.000% 100.000%

LEOFF 1
New old
2019 N/A
0.016% 0.019%
0.019% 0.021%
0.028% 0.026%
0.046% 0.047%
0.067% 0.071%
0.105% 0.112%
0.158% 0.168%
0.287% 0.272%
0.554% 0.505%
1.045% 0.971%
1.769% 1.674%
2.870% 2.810%
4.751% 4.588%
8.171% 7.744%
14.054%  13.168%
20.151%  19.451%
24.483%  23.747%
30.781%  29.312%
100.000% 100.000%

WSPRS 1/2
New old
2028 N/A

0.015% 0.019%
0.018% 0.021%
0.027% 0.026%
0.044% 0.047%
0.063% 0.071%
0.098% 0.112%
0.146% 0.168%
0.277% 0.272%
0.542% 0.505%
1.021% 0.971%
1.730% 1.674%
2.768% 2.810%
4.603% 4.588%
7.953% 7.744%
13.865%  13.168%
19.971%  19.451%
24.483%  23.747%
30.781%  29.312%
100.000% 100.000%
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Projection
Year

20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110

2018
1.901%
2.062%
2.158%
2.158%
2.100%
2.007%
2.462%
2.985%
3.638%
4.421%
5.465%
7.232%
9.994%
13.294%
17.692%

26.272%
34.456%
39.789%
100.000%

N/A
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
5.000%
7.204%

12.280%
19.977%
28.391%
35.863%
40.000%
40.000%
100.000%

Preliminary Experience Study Report

Sample of Disabled Male Mortality Rates by Age

PERS 2/3
New Oold
2031 N/A
1.679% 5.000%
1.932% 5.000%
2.089% 5.000%
2.089% 5.000%
1.993% 5.000%
1.844% 5.000%
2.189% 5.000%
2.636% 5.000%
3.278% 5.000%
4.036% 5.000%
4.956% 5.000%
6.601% 7.204%
9.363% 12.280%
12.702%  19.977%
17.237%  28.391%
25.932%  35.863%
34.456%  40.000%
39.789%  40.000%
100.000% 100.000%

TRS 1
New old
2018 N/A
1.901% 3.000%
2.062% 3.000%
2.158% 3.000%
2.158% 3.000%
2.100% 3.000%
2.007% 3.000%
2.462% 3.000%
2.985% 3.000%
3.638% 3.000%
4.421% 3.000%
5.465% 3.783%
7.232% 6.437%
9.994% 11.076%
13.294%  18.341%
17.692%  26.749%
26.272%  34.456%
34.456%  39.789%
39.789%  40.000%
100.000% 100.000%

TRS 2/3
New old
2036 N/A
1.601% 3.000%
1.884% 3.000%
2.063% 3.000%
2.063% 3.000%
1.954% 3.000%
1.785% 3.000%
2.093% 3.000%
2.514% 3.000%
3.148% 3.000%
3.896% 3.000%
4.773% 3.783%
6.373% 6.437%
9.131% 11.076%
12.481%  18.341%
17.065% 26.749%
25.803%  34.456%
34.456%  39.789%
39.789%  40.000%
100.000% 100.000%

SERS 2/3
New Oold
2030 N/A
1.695% 3.000%
1.942% 3.000%
2.094% 3.000%
2.094% 3.000%
2.001% 3.000%
1.856% 3.000%
2.209% 3.000%
2.662% 3.000%
3.304% 3.000%
4.064% 3.000%
4.993% 3.783%
6.647% 6.437%
9.410% 11.076%
12.747%  18.341%
17.272%  26.749%
25.958%  34.456%
34.456%  39.789%
39.789%  40.000%
100.000% 100.000%
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Projection
Year

20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110

Preliminary Experience Study Report

Sample of Disabled Male Mortality Rates by Age

PSERS 2
New old
2038 N/A
1.570% 5.000%
1.866% 5.000%
2.052% 5.000%
2.052% 5.000%
1.938% 5.000%
1.762% 5.000%
2.055% 5.000%
2.466% 5.000%
3.098% 5.000%
3.842% 5.000%
4.701% 5.000%
6.284% 7.204%
9.040% 12.280%
12.394%  19.977%
16.997%  28.391%
25.751%  35.863%
34.456%  40.000%
39.789%  40.000%
100.000% 100.000%

LEOFF 1
New old
2019 N/A
0.031% 0.500%
0.036% 0.500%
0.060% 0.500%
0.092% 0.500%
0.120% 0.500%
0.164% 0.500%
0.245% 0.500%
0.442% 0.500%
0.862% 0.876%
1.564% 1.608%
2.634% 2.728%
4.575% 4.691%
8.181% 8.049%
14.131%  13.604%
22.528%  21.661%
30.982%  29.985%
38.304%  37.169%
40.000%  40.000%
100.000% 100.000%

WSPRS 1/2
New old
2028 N/A
1.728% 0.500%
1.962% 0.500%
2.104% 0.500%
2.104% 0.500%
2.017% 0.500%
1.880% 0.500%
2.249% 0.500%
2.713% 0.500%
3.357% 0.876%
4.122% 1.608%
5.069% 2.728%
6.741% 4.691%
9.505% 8.049%
12.836%  13.604%
17.341%  21.661%
26.010%  29.985%
34.456%  37.169%
39.789%  40.000%
100.000% 100.000%
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Sample of Disabled Female Mortality Rates by Age

PERS 2/3 TRS 1 TRS 2/3 SERS 2/3
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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Preliminary Experience Study Report

Sample of Disabled Female Mortality Rates by Age

PSERS 2 LEOFF 1 WSPRS 1/2
New Old New Old New Old
Projection 2038 N/A 2019 N/A 2028 N/A
20 0.549%  3.500%  0017%  0500%  0.595%  0.500%
25 0570%  3.500%  0.021%  0.500%  0.612%  0.500%
30 0.616%  3.500%  0.036%  0500%  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 0549%  3.500%  0.123%  0.500%  0.595%  0.500%
50 0.834%  3.500%  0.189%  0.500%  0.908%  0.500%
55 1421%  3.500%  0365%  0.500%  1479%  0.500%
60 1.986%  3.500%  0729%  0.666%  2.036%  0.666%
65 2548%  3.500%  1.282%  1216%  2613%  1.216%
70 3.422%  3.500%  2.184%  2.067%  3.509%  2.067%
75 4.485%  5078%  3489%  3.411%  4.669%  3.411%
80 6.320%  8.638%  5.848%  5629%  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 20.312% 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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Preliminary Experience Study Report

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

Preliminary Experience Study Report

PERS Male Annual Mortality Improvement

PERS as a %

PERS asa  of Scale AA
Observed Scale % of Scale Excluding
(PERS) AA AA 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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Preliminary Experience Study Report

PERS Female Annual Mortality Improvement

PERS as a %

PERS as a of Scale AA
Observed Scale % of Scale Excluding
(PERS) AA AA 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

Preliminary Experience Study Report

TRS Male Annual Mortality Improvement
TRS as a % of

TRS as a % Scale AA
Observed  Scale (o] STof- 1] Excluding
(TRS) AA AA 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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Preliminary Experience Study Report

TRS Female Annual Mortality Improvement
TRS as a % of

TRS as a Scale AA
Observed Scale % of Scale Excluding
(TRS) AA AA 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

Preliminary Experience Study Report

LEOFF Male Annual Mortality Improvement
LEOFF as a % of

LEOFF as Scale AA
Observed  scale a % of Excluding
(LEOFF) AA Scale AA 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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Preliminary Experience Study Report

LEOFF Female Annual Mortality Improvement
LEOFF as a %

LEOFF as of Scale AA
Observed  Scale a % of Excluding
(LEOFF) AA Scale AA 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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Preliminary Experience Study Report

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
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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Preliminary Experience Study Report

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
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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47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

1995-
2000

0.47
0.63
0.67
0.62
0.54
0.49
0.53
0.55
0.22
0.22
0.20
0.20
0.30
0.16
0.28
0.37
0.25
0.37
0.47
0.31
0.30
0.23
0.21
0.29
0.30
0.31
0.28
0.23
0.20
0.24
0.17
0.24
0.14
0.38

Preliminary Experience Study Report

PERS 1 Males — Retirement Rates

2001-
2006

0.53
0.62
0.42
0.48
0.36
0.41
0.37
0.41
0.23
0.15
0.15
0.17
0.17
0.15
0.19
0.28
0.21
0.22
0.34
0.22
0.22
0.17
0.25
0.21
0.18
0.13
0.25
0.11
0.18
0.17
0.13
0.33
0.20
0.13

1995-
2006

0.50
0.62
0.55
0.55
0.45
0.45
0.44
0.46
0.22
0.18
0.17
0.18
0.22
0.15
0.23
0.33
0.23
0.30
0.40
0.26
0.26
0.19
0.23
0.24
0.24
0.20
0.27
0.17
0.19
0.21
0.15
0.26
0.18
0.20

Current
Assumptions

0.00
0.00
0.00
0.66
0.59
0.54
0.54
0.54
0.23
0.23
0.23
0.23
0.22
0.22
0.22
0.41
0.26
0.30
0.49
0.30
0.30
0.30
0.30
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Recommended
Assumptions

0.50
0.60
0.55
0.55
0.45
0.45
0.45
0.45
0.22
0.18
0.18
0.18
0.22
0.15
0.23
0.33
0.23
0.30
0.40
0.26
0.26
0.20
0.23
0.24
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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Preliminary Experience Study Report

PERS 1 Females — Retirement Rates

2001-
2006

1995-
2006

Current
Assumptions

Recommended
Assumptions

47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

0.60
0.44
0.42
0.38
0.40
0.37
0.34
0.60
0.20
0.20
0.19
0.21
0.45
0.18
0.24
0.32
0.23
0.32
0.43
0.23
0.27
0.25
0.29
0.23
0.24
0.26
0.18
0.28
0.11
0.08
0.13
0.08
0.17
0.19

0.64
0.48
0.38
0.28
0.30
0.31
0.29
0.42
0.25
0.18
0.17
0.14
0.24
0.16
0.18
0.25
0.19
0.19
0.35
0.22
0.18
0.20
0.22
0.20
0.15
0.17
0.23
0.17
0.15
0.23
0.15
0.13
0.25
0.23

0.63
0.46
0.40
0.31
0.33
0.33
0.31
0.48
0.23
0.18
0.18
0.17
0.33
0.17
0.21
0.29
0.21
0.26
0.39
0.22
0.23
0.22
0.25
0.21
0.19
0.22
0.20
0.23
0.13
0.15
0.14
0.11
0.21
0.22

0.00
0.00
0.00
0.41
0.44
0.38
0.34
0.54
0.27
0.19
0.18
0.23
0.38
0.18
0.22
0.38
0.26
0.26
0.46
0.26
0.26
0.26
0.26
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

0.60
0.45
0.40
0.35
0.35
0.35
0.31
0.48
0.23
0.18
0.18
0.17
0.33
0.17
0.21
0.29
0.21
0.26
0.39
0.22
0.23
0.22
0.25
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

0.01
0.02
0.05
0.04
0.10
0.06
0.19
0.33
0.32
0.91
0.51
0.27
0.22
0.27
0.29
0.31
0.29
0.16
0.23
0.26
0.21
0.27
0.36
0.40
0.00
0.15

Preliminary Experience Study Report

PERS 2/3 Males — Retirement Rates
<30 Years of Service

0.01
0.01
0.01
0.01
0.02
0.03
0.06
0.15
0.17
0.41
0.39
0.25
0.18
0.16
0.18
0.19
0.18
0.19
0.14
0.14
0.20
0.25
0.34
0.15
0.21
0.29

1995-
2006

0.01
0.01
0.01
0.02
0.03
0.03
0.08
0.17
0.18
0.60
0.43
0.26
0.19
0.20
0.22
0.24
0.22
0.18
0.18
0.19
0.20
0.26
0.35
0.23
0.14
0.23

Current
Assumptions

0.05
0.05
0.05
0.10
0.10
0.14
0.14
0.33
0.26
0.79
0.52
0.30
0.22
0.22
0.26
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Recommended
Assumptions

0.03
0.03
0.03
0.07
0.07
0.09
0.09
0.25
0.20
0.55
0.45
0.26
0.20
0.20
0.22
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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PERS 2/3 Females — Retirement Rates

2001-
2006

<30 Years of Service

1995-
2006

Current

Recommended

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

0.05
0.03
0.04
0.08
0.08
0.16
0.22
0.33
0.30
0.90
0.49
0.31
0.27
0.28
0.26
0.24
0.30
0.21
0.16
0.33
0.26
0.21
0.25
0.33
0.25
0.22

0.02
0.02
0.02
0.03
0.03
0.04
0.08
0.14
0.13
0.42
0.38
0.22
0.19
0.19
0.16
0.22
0.14
0.18
0.22
0.23
0.13
0.11
0.19
0.16
0.22
0.24

0.02
0.02
0.02
0.03
0.03
0.05
0.09
0.16
0.15
0.61
0.42
0.25
0.22
0.23
0.21
0.23
0.22
0.19
0.19
0.28
0.18
0.15
0.21
0.21
0.23
0.23

Assumptions
0.05
0.05
0.05
0.05
0.05
0.14
0.18
0.30
0.26
0.82
0.49
0.30
0.26
0.26
0.22
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Assumptions
0.03
0.03
0.03
0.03
0.03
0.09
0.12
0.22
0.20
0.55
0.45
0.25
0.22
0.23
0.21
0.23
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

Preliminary Experience Study Report

PERS 2/3 Males — Retirement Rates

Plan 2/3 Retirement Rates By YOS

New
<30

0.03
0.03
0.03
0.07
0.07
0.09
0.09
0.25
0.20
0.55
0.45
0.26
0.20
0.20
0.22
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00

Old 30+

0.08
0.08
0.08
0.17
0.17
0.25
0.25
0.79
0.50
0.93
0.52
0.30
0.22
0.22
0.26
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

30+ Years of Service (YOS)

New 30+

0.13
0.12
0.13
0.14
0.18
0.14
0.22
0.33
0.25
0.60
0.45
0.26
0.20
0.20
0.22
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00

Plan 1 New

Retirement
REI

0.22
0.18
0.18
0.18
0.22
0.15
0.23
0.33
0.23
0.30
0.40
0.26
0.26
0.20
0.23
0.24
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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Preliminary Experience Study Report

PERS 2/3 Females -— Retirement Rates
30+ Years of Service (YOS)

Plan 2/3 Retirement Rates By YOS Plan 1 New

'l'g‘(’)" Old 30+  New 30+ Regzzse”t
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
& 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
7 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

Office of the State Actuary B-8



Attachment B

June 23, 2008

Preliminary Experience Study Report

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
Actual Expected Actual Expected

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.

Office of the State Actuary
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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 7Expected7 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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Preliminary Experience Study Report

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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Preliminary Experience Study Report

TRS 1 Male - Retirement Rates

Actual Actual Old Rates New Rates  Old Rates RNa?éVS
<30YOS >30Y0S <>30YOS <>30YOS 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 ol New ol New
Rates Rates Rates Rates

oS Yo  vos  yos  30YOS 30Y0s
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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55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

1995-
2000

0.01
0.03
0.00
0.03
0.02
0.14
0.24
0.29
0.30
0.55
0.50
0.55
0.50
0.40
0.50
0.32
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Preliminary Experience Study Report

TRS 2/3 Males — Retirement Rates
<30 Years of Service

2001-
2006

0.01
0.01
0.01
0.02
0.03
0.03
0.09
0.13
0.13
0.46
0.50
0.31
0.28
0.14
0.17
0.20
0.50
0.33
1.00
1.00
0.00
0.00
1.00
0.00
0.00
0.00

1995-
2006

0.01
0.01
0.01
0.02
0.03
0.04
0.10
0.15
0.16
0.47
0.50
0.38
0.32
0.19
0.21
0.28
0.50
0.33
1.00
1.00
0.00
0.00
1.00
0.00
0.00
0.00

Current
Assumptions

0.05
0.05
0.05
0.05
0.05
0.20
0.40
0.30
0.30
0.60
0.50
0.50
0.50
0.50
0.50
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Recommended
Assumptions

0.03
0.03
0.03
0.03
0.03
0.11
0.11
0.25
0.20
0.50
0.50
0.40
0.35
0.30
0.30
0.30
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
1.00
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TRS 2/3 Females — Retirement Rates

2001-
2006

<30 Years of Service

1995-
2006

Current

Recommended

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

0.02
0.02
0.03
0.05
0.05
0.08
0.13
0.23
0.25
0.53
0.45
0.29
0.24
0.24
0.44
0.23
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.01
0.01
0.02
0.02
0.03
0.06
0.10
0.12
0.15
0.41
0.45
0.28
0.20
0.30
0.43
0.35
0.27
0.25
0.00
0.33
0.50
1.00
0.00
0.00
0.00
0.00

0.01
0.01
0.02
0.03
0.03
0.06
0.10
0.13
0.16
0.43
0.45
0.29
0.21
0.28
0.43
0.27
0.27
0.25
0.00
0.33
0.50
1.00
0.00
0.00
0.00
0.00

Assumptions
0.03
0.05
0.10
0.10
0.10
0.15
0.20
0.30
0.30
0.50
0.50
0.30
0.25
0.25
0.40
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Assumptions
0.02
0.03
0.07
0.07
0.07
0.09
0.12
0.25
0.25
0.45
0.45
0.30
0.25
0.25
0.40
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
1.00
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Age New <30

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

TRS 2/3 Males with 30+ Years of Service

0.03
0.03
0.03
0.03
0.03
0.11
0.11
0.25
0.20
0.50
0.50
0.40
0.35
0.30
0.30
0.30
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
1.00

Preliminary Experience Study Report

New =30 New >30

(YOS)
Old 30+
0.10 0.24
0.10 0.23
0.10 0.25
0.10 0.31
0.10 0.38
0.36 0.41
0.72 0.48
0.70 0.60
0.45 0.50
0.90 0.55
0.50 0.50
0.50 0.40
0.50 0.35
0.50 0.30
0.50 0.30
1.00 0.30
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 0.50
1.00 1.00

0.15
0.17
0.18
0.20
0.21
0.23
0.24
0.40
0.30
0.55
0.50
0.40
0.35
0.30
0.30
0.30
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
1.00

Plan 1 New Retirement

=30
0.40
0.35
0.35
0.40
0.45
0.45
0.50
0.60
0.50
0.50
0.70
0.70
0.70
0.70
0.70
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Rates

<>30
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.40
0.29
0.27
0.40
0.40
0.33
0.28
0.28
0.23
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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Age New <30

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

Preliminary Experience Study Report

TRS 2/3 Females with 30+ Years of
Service (YOS)

0.02
0.03
0.07
0.07
0.07
0.09
0.12
0.25
0.25
0.45
0.45
0.30
0.25
0.25
0.40
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
1.00

Old 30+
0.06
0.10
0.18
0.18
0.18
0.28
0.36
0.65
0.65
0.80
0.50
0.30
0.25
0.25
0.40
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

New =30 New >30

0.21
0.23
0.25
0.27
0.29
0.32
0.43
0.60
0.50
0.50
0.45
0.30
0.25
0.25
0.40
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
1.00

0.13
0.15
0.16
0.18
0.24
0.21
0.24
0.35
0.30
0.50
0.45
0.30
0.25
0.25
0.40
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
1.00

Plan 1 New Retirement

=30
0.35
0.35
0.35
0.35
0.35
0.35
0.45
0.60
0.50
0.50
0.60
0.60
0.60
0.60
0.60
0.45
0.45
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Rates

<>30
0.22
0.22
0.22
0.23
0.28
0.23
0.25
0.30
0.23
0.25
0.44
0.36
0.26
0.30
0.28
0.35
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
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 Actual Expected Ratio
45-49 - - NA - - NA

50-54 1,361 966 141 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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55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

1995-
2000

0.02
0.00
0.00
0.04
0.02
0.00
0.07
0.15
0.29
0.84
0.52
0.28
0.20
0.20
0.35
0.23
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Preliminary Experience Study Report

SERS 2/3 Males — Retirement Rates
<30 Years of Service

2001-
2006

0.00
0.00
0.01
0.02
0.03
0.03
0.07
0.18
0.16
0.35
0.35
0.17
0.17
0.12
0.17
0.17
0.17
0.17
0.11
0.15
0.19
0.00
0.15
0.00
0.09
0.25

1995-
2006

0.00
0.00
0.01
0.02
0.03
0.03
0.07
0.18
0.18
0.49
0.42
0.20
0.18
0.15
0.24
0.21
0.17
0.17
0.11
0.15
0.19
0.00
0.15
0.00
0.09
0.25

Current
Assumptions

0.05
0.05
0.05
0.10
0.10
0.14
0.14
0.33
0.26
0.79
0.52
0.30
0.22
0.22
0.26
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Recommended
Assumptions

0.03
0.03
0.03
0.07
0.07
0.09
0.09
0.25
0.20
0.50
0.45
0.26
0.20
0.20
0.22
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
1.00
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SERS 2/3 Females — Retirement Rates

2001-
2006

<30 Years of Service

1995-
2006

Current

Recommended

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

0.01
0.00
0.01
0.03
0.02
0.09
0.09
0.25
0.07
0.77
0.41
0.24
0.18
0.19
0.22
0.19
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.02
0.01
0.02
0.02
0.03
0.04
0.08
0.15
0.13
0.33
0.38
0.23
0.20
0.23
0.15
0.23
0.13
0.15
0.18
0.20
0.11
0.11
0.16
0.00
0.20
0.13

0.01
0.01
0.02
0.02
0.03
0.04
0.08
0.15
0.13
0.41
0.39
0.24
0.19
0.22
0.18
0.20
0.13
0.15
0.18
0.20
0.11
0.11
0.16
0.00
0.20
0.13

Assumptions
0.05
0.05
0.05
0.05
0.05
0.14
0.18
0.30
0.26
0.82
0.49
0.30
0.26
0.26
0.22
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Assumptions
0.03
0.03
0.03
0.03
0.03
0.09
0.12
0.22
0.20
0.50
0.45
0.25
0.22
0.23
0.21
0.23
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
0.20
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.

50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70

1995-
2000

0.06
0.07
0.06
0.07
0.12
0.14
0.15
0.15
0.20
0.15
0.39
0.22
0.33
0.31
0.22
0.33
0.50
0.00
0.00
0.00
0.50

LEOFF Plan 1 — Retirement Rates

2001-
2006

0.07
0.07
0.07
0.08
0.10
0.10
0.12
0.15
0.13
0.16
0.20
0.19
0.23
0.20
0.14
0.19
0.09
0.14
0.00
0.33
1.00

1995-
2006

0.07
0.07
0.07
0.07
0.11
0.12
0.13
0.15
0.16
0.16
0.27
0.20
0.26
0.24
0.16
0.23
0.20
0.13
0.00
0.20
0.67

Current
Assumptions

0.09
0.07
0.08
0.08
0.10
0.16
0.16
0.16
0.23
0.23
0.23
0.28
0.28
0.28
0.40
1.00
1.00
1.00
1.00
1.00
1.00

Recommended
Assumptions

0.07
0.07
0.07
0.07
0.11
0.12
0.12
0.15
0.16
0.16
0.23
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
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

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

Current Recommended

1995-2000| 2000-2006  1995-2006

Rates 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
Actual Expected

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

0:\SCPP\2008\6-17-08 Full\3.Prelim_Exp_Study_Attach_B-Ret_Rates.doc
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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

Preliminary Experience Study Report

Attachment C

Termination Rates

assumptions predicted.

Service
0-4
5-9

10-14
15-19
20-24
25-29
30+
Total

PERS Termination Experience 1995-2004

Male
Actual Expected Ratio

27,078 27,195 1.00

7,129 6,581 1.08
3,734 3,626 1.03
1,932 1,786 1.08
848 514 1.65
233 114 2.05

0 0 0.00

40,954 39,816 1.03

Actual

38,423
10,657
5,049
2,238
927
146

0
57,438

Female

Expected Ratio

38,036
9,773
4,471
1,979

563
76

0
54,897

1.01
1.09
1.13
1.13
1.65
1.92

0.00
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 1.18 833 753 111
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

Service
Years Male

0.2590

1 0.1546

2 0.1020

3 0.0769

4 0.0639

5 0.0531
10 0.0325
15 0.0266
20 0.0114
25 0.0050
30+ 0.0040

Female
0.2639
0.1672
0.1172
0.0925
0.0769
0.0653
0.0387
0.0286
0.0144
0.0045
0.0040

Actual Rates

Male
0.266548
0.154453
0.099073
0.073201
0.062016
0.056085
0.035971
0.024809
0.017483
0.008556
0.000000

Female
0.272341
0.168415
0.116770
0.093399
0.074953
0.068064
0.043264
0.031158
0.023874
0.012017
0.000000

New Assumptions

Male
0.262359
0.152026
0.097516
0.072051
0.061042
0.055204
0.035406
0.026269
0.015926
0.009096
0.005066

Female
0.265409
0.164128
0.113798
0.091021
0.073045
0.066332
0.042163
0.029875
0.020249
0.008991
0.003607
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Service
Years Male

0.0965

1 0.0965

2 0.0600

3 0.0400

4 0.0400

5 0.0350
10 0.0190
15 0.0100
20 0.0070
25 0.0050
30+ 0.0050

TRS - All Plans
Probability of Termination

Current
Assumptions

Female
0.1000
0.1000
0.0700
0.0550
0.0450
0.0400
0.0195
0.0140
0.0090
0.0050
0.0050

Actual Rates

Male
0.121984
0.088181
0.059438
0.047053
0.043065
0.038498
0.019291
0.015397
0.013689
0.012288
0.000000

Female
0.119705
0.093623
0.074749
0.064262
0.056850
0.051356
0.027388
0.016309
0.014921
0.012419
0.000000

New Assumptions

Male
0.113302
0.081905
0.055208
0.043704
0.040000
0.035758
0.020176
0.014151
0.009890
0.008310
0.002484

Female
0.107235
0.083870
0.066962
0.057567
0.050928
0.046006
0.024535
0.016490
0.011424
0.008189
0.002124

SERS - All Plans
Probability of Termination

Current
Assumptions

Service
Years Male
0 0.2590
1 0.1609
2 0.1154
3 0.1007
4 0.0852
5 0.0728
10 0.0426
15 0.0296
20 0.0124
25 0.0050
30+ 0.0050

Female
0.1945
0.1287
0.1007
0.0760
0.0658
0.0597
0.0450
0.0426
0.0203
0.0075
0.0075

Actual Rates

Male
0.252277
0.156178
0.118767
0.098055
0.075990
0.066580
0.048298
0.034693
0.026009
0.033333
0.000000

Female
0.204566
0.134436
0.105607
0.081778
0.069707
0.065750
0.044312
0.042932
0.043050
0.017143
0.000000

New Assumptions

Male
0.253366
0.156853
0.119280
0.098478
0.076318
0.066868
0.045667
0.031775
0.025202
0.020281
0.004899

Female
0.197819
0.130003
0.102124
0.079081
0.067408
0.063582
0.045074
0.041495
0.037943
0.024720
0.006907

Office of the State Actuary

C-4



Attachment C June 23, 2008

Preliminary Experience Study Report

LEOFF - All Plans

Probability of Termination
Male & Female

Service Current New Plan 2 - Adjusted
Years Assumptions  Actual Rates Assumptions Rates

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 Current New
Years Assumptions Actual Rates 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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Preliminary Experience Study Report

Attachment D

Disability Rates
PERS

Observed Experience

The actual number of PERS members selecting disability benefits during the study
period was very close to the number our current disability assumptions predicted.
The following table shows the actual and expected disabilities for PERS 1 by gender
and age.

PERS 1 - Disability Experience

1995-2006
Male Female

Age Actual Expected Ratio Actual Expected Ratio
20-24 0 0 0.00 0 0 0.00
25-29 0 0 0.00 0 0 0.00
30-34 0 0 0.00 0 0 0.00
35-39 0 0 0.00 0 1 0.00
40-44 13 10 1.35 17 15 1.13
45-49 50 58 0.87 71 63 1.13
50-54 127 155 0.82 159 174 0.91
55-59 157 163 0.96 164 163 1.01
60-64 2 9 0.23 3 4 0.71
65+ 0 3 0.00 0 1 0.00
Total 349 397 0.88 414 421 0.98

Our actual male disabilities for PERS 1 are lower than our current assumptions
predicted. This would lead us to consider adjusting our current assumptions down.
However, our current assumptions are predicting less than 20 male disabilities for
2006. If we made an adjustment to the current assumption, we would lower the
expected disabilities for 2006 by about two. Also, since this is a closed plan with an
aging population, the expected disabilities are decreasing rapidly. Most members are
very close to normal retirement eligibility and would soon be excluded from disability
eligibility. Based on this analysis, we have decided that the current assumptions for
PERS 1 males are reasonable and no adjustments are being recommended as a result
of this experience study.

Our actual female disabilities for PERS 1 are 98 percent of our expected number of
disabilities. Our current assumptions are a good fit to our experience data and no
adjustments are being recommended.
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Preliminary Experience Study Report

The following table shows the actual and expected disabilities for PERS 2/3 by gender

and age.

PERS 2/3 — Disability Experience

1995-2006
Male Female

20-24 0 0 0.00 0 0 0.00
25-29 3 4 0.72 3 1 3.57
30-34 9 10 0.88 10 9 1.06
35-39 21 18 1.16 30 28 1.08
40-44 39 38 1.03 42 42 1.00
45-49 81 79 1.03 102 82 1.24
50-54 134 132 1.02 153 148 1.03
55-59 198 204 0.97 190 218 0.87
60-64 239 241 0.99 230 228 1.01

65+ 13 26 0.51 4 21 0.19
Total 737 752 0.98 764 778 0.98

Our actual male and female disabilities for PERS 2/3 are 98 percent of the number of

disabilities we expected. Our current assumptions are a very good fit to our

experience data.

PERS Recommended Disability Rates
There are no recommended disability rate changes for any of the PERS Plans.

However, we have extended the rates from age 70 to age 80 to reflect our maximum
retirement age change to 80. The table below shows a sample of the actual disability
rates over the twelve-year period and our current disability assumptions by plan and

by gender.

Office of the State Actuary

D-2



Attachment D June 23, 2008

Preliminary Experience Study Report

Disability Rates

PERS 2/3

Current Current
Actual Rate Assumption Actual Rate Assumption

20 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
25 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000052 0.000000
30 0.000000 0.000000 0.000000 0.000000 0.000000 0.000123 0.000115 0.000056
35 0.000000 0.000000 0.000310 0.000319 0.000109 0.000193 0.000156 0.000194
40 0.001558 0.000867 0.000762 0.000710 0.000259 0.000276 0.000235 0.000275
45 0.001538 0.002422 0.001481 0.001431 0.000540 0.000480 0.000476 0.000467
50 0.002513 0.003898 0.002542 0.003023 0.000489 0.000902 0.000922 0.001003
55 0.007075 0.007028 0.008240 0.006411 0.002674 0.002073 0.002630 0.002782
60 0.000000 0.009479 0.011701 0.006502 0.006035 0.008103 0.007603 0.007681
65 0.000000 0.000000 0.011701 0.005495 0.008457 0.000000 0.010244 0.010271
70 0.000000 0.000000 0.011701 0.005495 0.006342 0.000000 0.010244 0.010271
75 0.000000 0.000000 0.011701 0.005495 0.000000 0.000000 0.010244 0.010271
80 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000

PSERS

PSERS opened in 2006 and does not have enough experience data to modify the
current rates. We will use the current disability rates for PSERS and we will continue
to monitor the appropriateness of these rates for PSERS.

There are no recommended changes to the PERS disability rates as a result of this
experience study.

TRS

Observed Experience

The actual number of TRS 1 members selecting disability benefits during the study
period was very close to the number our current disability assumptions predicted.
However, TRS 2/3 had higher rates of disability than we expected.
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The following table shows the actual and expected disabilities for TRS 1 by gender

and age.

Preliminary Experience Study Report

TRS 1 — Disability Experience

Male

1995-2006

20-24 0 0 0.00 0 0 0.00
25-29 0 0 0.00 0 0 0.00
30-34 0 0 0.00 0 0 0.00
35-39 0 0 0.00 0 0 0.00
40-44 2 2 0.82 8 5 1.49
45-49 16 21 0.76 37 39 0.95
50-54 57 52 1.09 93 98 0.95
55-59 17 14 1.16 64 68 0.95
60-64 0 1 0.00 1 1 0.95

65+ 0 0 0.00 0 0 0.00
Total 91 90 1.01 203 211 0.96

Our actual male and female disabilities for TRS 1 are 101 percent and 96 percent,

respectively, of the number of disabilities we expected. Our current assumptions are

a good fit to our experience data and no adjustments are being recommended.

The following table shows the actual and expected disabilities for TRS 2/3 by gender

and age.

TRS 2/3 — Disability Experience

Male

1995-2006

20-24 0 0 0.00 0 0 0.00
25-29 0 1 0.00 0 1 0.00
30-34 0 2 0.00 0 3 0.00
35-39 2 3 0.76 3 4 0.71
40-44 2 5 0.44 6 8 0.76
45-49 8 8 0.92 14 17 0.80
50-54 10 11 0.96 19 24 0.80
55-59 15 5 2.74 27 13 2.10
60-64 12 3 4.00 21 6 3.52

65+ 0 0 0.00 0 0 0.00
Total 49 37 1.32 90 7 1.17
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Preliminary Experience Study Report

Our actual male and female disabilities for TRS 2/3 are 132 percent and 117 percent,
respectively, of the number of disabilities we expected. Our current assumptions are
not a good fit to our experience data.

TRS Recommended Disability Rates

There are no recommended disability rate changes for TRS 1 since the current
assumptions are a good fit with the actual experience data. However, we have
extended the rates from age 70 to age 80 to reflect our maximum retirement age
change to 80. The table below shows a sample of the TRS 1 actual disability rates
over the twelve-year period and our current disability assumptions.

TRS 1 — Disability Rates
1995-2006

Actual Rate Current Assumption

20 0.000000 0.000000 0.000013 0.000014
25 0.000000 0.000000 0.000091 0.000092
30 0.000000 0.000000 0.000187 0.000190
35 0.000000 0.000000 0.000321 0.000326
40 0.000000 0.002398 0.000428 0.000434
45 0.000998 0.000503 0.000944 0.000957
50 0.001649 0.002293 0.001634 0.001656
55 0.002918 0.001808 0.003347 0.003393
60 0.000000 0.000000 0.004686 0.004750
65 0.000000 0.000000 0.007213 0.007311
70 0.000000 0.000000 0.007213 0.007311
75 0.000000 0.000000 0.007213 0.007311
80 0.000000 0.000000 0.000000 0.000000

New disability rates were developed for TRS 2/3. The table below shows the TRS 2/3
actual disabilities over the twelve-year period compared to the numbers we expected
under our current assumptions and under our recommended assumptions. The ratio
shown is comparing our actual disabilities to the number we would expect with the
recommended assumptions.
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Preliminary Experience Study Report

TRS 2/3 — Disability Experience

1995-2006
Female

20-24 0 0 0 0.00 0 0 0 0.00
25-29 0 1 1 0.00 0 1 1 0.00
30-34 0 2 2 0.00 0 3 3 0.00
35-39 2 3 3 0.76 3 4 4 0.71
40-44 2 5 5 0.44 6 8 8 0.76
45-49 8 8 10 0.80 14 17 18 0.75
50-54 10 11 13 0.77 19 24 27 0.71
55-59 15 5 7 2.04 27 13 16 1.70
60-64 12 3 5 2.37 21 6 9 2.20

65+ 0 0 0 0.00 0 0 0 0.00
Total 49 37 45 1.09 90 7 87 1.03

The recommended assumptions show an actual to expected fit for males of 109
percent and females of 103 percent. The table below shows a sample of the TRS 2/3
actual disability rates over the twelve-year period and our current and recommended
disability assumptions.

TRS 2/3 — Disability Rates
1995-2006

Recommended
Actual Rate Current Assumption Assumption

Male Female Male Female Male Female
20 0.000000 0.000000 0.000003 0.000003 0.000003 0.000003
25 0.000000 0.000000 0.000024 0.000019 0.000024 0.000019
30 0.000000 0.000000 0.000048 0.000040 0.000048 0.000040
35 0.000000 0.000000 0.000083 0.000068 0.000083 0.000068
40 0.000000 0.000104 0.000111 0.000091 0.000111 0.000091
45 0.000175 0.000147 0.000244 0.000201 0.000244 0.000201
50 0.000430 0.000214 0.000422 0.000347 0.000539 0.000400
55 0.002793 0.000731 0.000866 0.000712 0.001029 0.000781
60 0.004580 0.002240 0.001212 0.000997 0.001967 0.001527
65 0.000000 0.000000 0.000000 0.000000 0.002362 0.001552
70 0.000000 0.000000 0.000000 0.000000 0.000334 0.000283
75 0.000000 0.000000 0.000000 0.000000 0.000047 0.000052
80 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
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Preliminary Experience Study Report

SERS

Observed Experience

The actual number of SERS 2/3 members selecting disability benefits during the study
period was less than the number our current disability assumptions predicted. The
following table shows the actual and expected disabilities for SERS by gender and age.

SERS 2/3 — Disability Experience

1995-2006
Male

Age  Actual Expected Ratio m
20-24 0 0 0.00 0 0 0.00
25-29 0 0 0.00 0 0 0.00
30-34 0 0 0.00 4 2 1.63
35-39 2 2 0.98 11 11 0.98
40-44 5 7 0.74 16 13 1.23
45-49 14 15 0.95 36 33 1.10
50-54 25 29 0.87 65 94 0.69
55-59 38 58 0.65 92 112 0.82
60-64 76 89 0.86 65 74 0.88

65+ 7 12 0.57 3 5 0.62
Total 167 212 0.79 292 344 0.85

Our actual male and female disabilities for SERS are 79 percent and 85 percent,
respectively, of the number of disabilities we expected. Our current assumptions are
not a good fit to our experience data.

SERS Recommended Disability Rates

New disability rates were developed for SERS 2/3. The table below shows the SERS
actual disabilities over the twelve-year period compared to the numbers we expected
under our current assumptions and under our recommended assumptions. The ratio
shown is comparing our actual disabilities to the number we would predict with the
new assumptions.
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Preliminary Experience Study Report

SERS 2/3 — Disability Experience
1995-2006

20-24 0 0 0 0.00 0 0 0 0.00
25-29 0 0 0 0.00 0 0 0 0.00
30-34 0 0 0 0.00 4 2 2 1.63
35-39 2 2 2 0.98 11 11 11 0.98
40-44 5 7 7 0.69 16 13 15 1.05
45-49 14 15 17 0.80 36 33 41 0.87
50-54 25 29 32 0.79 65 94 79 0.82
55-59 38 58 43 0.88 92 112 77 1.19
60-64 76 89 63 1.21 65 74 80 0.82

65+ 7 12 8 0.91 3 5 3 0.87
Total 167 212 172 0.97 292 344 310 0.94

The recommended assumptions show an actual to expected fit for males and females
of 97 percent and 94 percent, respectively. The table below shows a sample of the
SERS 2/3 actual disability rates over the twelve-year period and our current and
recommended disability assumptions.

SERS — Disability Rates
1995-2006

Recommended
Actual Rate Current Assumption Assumption

Male Female Male Female Male Female
25  0.000000 0.000000 0.000000  0.000000 0.000000 0.000000
30  0.000000 0.000000 0.000000  0.000048 0.000000 0.000048
35 0.000000 0.000124 0.000081 0.000176 0.000081 0.000176
40  0.000000 0.000000 0.000258 0.000164 0.000258 0.000164
45  0.001005 0.000201 0.000568  0.000201 0.000642 0.000282
50  0.001069 0.000172 0.001102 0.000738 0.001351 0.000725
55  0.000416 0.002331 0.003428  0.002876 0.002843 0.001866
60  0.007213 0.004952 0.009292 0.005589 0.005982 0.004802
65 0.006711 0.004505 0.012272 0.006589 0.012600 0.007435
70  0.013699 0.000000 0.000000  0.000000 0.001260 0.000889
75  0.000000 0.000000 0.000000  0.000000 0.000126 0.000106
80  0.000000 0.000000 0.000000  0.000000 0.000000 0.000000
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Preliminary Experience Study Report

WSPRS

Observed Experience

The actual number of WSPRS members selecting disability benefits during the study
period was less than the number our current disability assumptions predicted. The
following table shows the actual and expected disabilities for WSPRS by age.

WSPRS 1/2 — Disability Experience
1996-2006

Male and Female
Age  Actual Expected Ratio

20-24 0 0.1 0.00
25-29 1 13 0.76
30-34 1 2.5 0.40
35-39 0 2.5 0.00
40-44 1 1.9 0.54
45-49 4 15 2.70
50-54 1 0.9 1.17
55-59 0 0.3 0.00
60-64 0 0.0 0.00

65+ 0 0.0 0.00
Total 8 10.9 0.74

Our actual disabilities for WSPRS are 74 percent of the number of disabilities we
expected. Considering our small database and low actual numbers of disabilities, our
current assumptions are a reasonable fit to our experience.

WSPRS Recommended Disability Rates

New disability rates were developed for WSPRS 1/2. Because the disability
experience in WSPRS is very limited, we were not concerned with adjusting the ratio
of the actual to expected fit. However, we want to recommend a more appropriate
fit that represents the correlation of disability rates with age. The table below shows
the actual disabilities over the eleven-year period compared to the numbers we
expected under our current assumptions and under our recommended assumptions.
The ratio shown is comparing our actual disabilities to the number we would predict
with the recommended assumptions.
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WSPRS 1/2 — Disability Experience

1996-2006
Current Recommended
Age Actual Assumption  Assumption Ratio
20-24 0 0.1 0.0 0.00
25-29 1 1.3 0.2 4.35
30-34 1 25 0.8 1.29
35-39 0 25 1.4 0.00
40-44 1 1.9 1.9 0.53
45-49 4 1.5 2.8 1.42
50-54 1 0.9 2.9 0.34
55-59 0 0.3 0.9 0.00
60-64 0 0.0 0.0 0.00
65+ 0 0.0 0.0 0.00
Total 8 10.9 10.9 0.73

The recommended assumptions show an actual to expected fit of 73 percent. The
table below shows a sample of the WSPRS 1/2 actual disability rates over the eleven-

year period and our current and recommended disability assumptions.

Age

20
25
30
35
40
45
50
55
60
65

WSPRS 1/2 — Disability Rates

Actual
REE]

0.000000
0.000000
0.000000
0.000000
0.000000
0.000000
0.000000
0.000000
0.000000
0.000000

1996-2006

Current
Assumption

0.001000
0.001000
0.001000
0.001000
0.001000
0.001000
0.001000
0.001000
0.001000
0.001000

Recommended
Assumption

0.000068
0.000126
0.000234
0.000433
0.000800
0.001479
0.002736
0.005059
0.000540
0.000000
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Preliminary Experience Study Report

LEOFF 1

Observed Experience

The actual number of LEOFF members selecting disability benefits during the study
period was less than the number our current disability assumptions predicted. The
following table shows the actual and expected disabilities for LEOFF 1 by age.

LEOFF 1 — Disability Experience

1995-2006

Age Actual Expected Ratio
20-24 0 0 0.00
25-29 0 0 0.00
30-34 0 0 0.00
35-39 2 2 0.99
40-44 64 57 1.13
45-49 328 397 0.83
50-54 620 703 0.88
55-59 252 384 0.66
60-64 31 69 0.45

65+ 0 7 0.00
Total 1,297 1,620 0.80

Our actual disabilities are 80 percent of the number of disabilities we expected. Our
current assumptions are not a good fit to our experience data.

LEOFF 1 Recommended Disability Rates

New disability rates were developed for LEOFF 1. The table below shows the LEOFF 1
actual disabilities over the twelve-year period compared to the numbers we expected
under our current assumptions and under our recommended assumptions. The ratio
shown is comparing our actual disabilities to the number we would expect with the
recommended assumptions.
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LEOFF 1 — Disability Experience

1995-2006
Current Recommended

Age Actual Assumption Assumption Ratio
20-24 0 0 0 0.00
25-29 0 0 0 0.00
30-34 0 0 0 0.00
35-39 2 2 3 0.67
40-44 64 57 82 0.78
45-49 328 397 398 0.82
50-54 620 703 596 1.04
55-59 252 384 300 0.84
60-64 31 69 49 0.63

65+ 0 7 2 0.00
Total 1,297 1,620 1,430 0.91

The recommended assumptions show an actual to expected fit of 91 percent for
LEOFF 1. The table below shows a sample of the LEOFF 1 actual disability rates over
the twelve-year period and our current and recommended disability assumptions.

Age
20
25
30
35
40
45
50
55
60
65
70

LEOFF 1 — Disability Rates

Actual
Rate

0.000000
0.000000
0.000000
0.000000
0.000000
0.037079
0.069926
0.066787
0.049107
0.000000
0.000000

1995-2006

Current
Assumption

0.001000
0.001000
0.007968
0.014888
0.023471
0.042372
0.073417
0.103493
0.121663
0.121663
0.121663

Recommended
Assumption

0.001000
0.001000
0.010000
0.022222
0.035556
0.050000
0.065556
0.082222
0.100000
0.045000
0.000000
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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 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

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

6.00%
6.00%
6.00%
6.00%
6.00%
1.30%
1.30%
0.00%
0.00%
0.00%

Actual
8.16%
5.82%
4.38%
3.97%
4.32%
0.71%
-0.40%
0.38%
0.07%
0.46%

Recommended
7.10%
5.90%
5.20%
5.20%
5.20%
0.80%
0.40%
0.40%
0.40%
0.00%
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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.

Current Recommended
Plan Assumption 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

Current Recommended
Member Assumption  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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Current Recommended
Plan Assumption 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 Recommended
Assumption 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.

Office of the State Actuary F-4



Attachment F June 23, 2008

Preliminary Experience Study Report

2007 Minimum
Plan 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
Current Recommended Actual Current Recommended
Assumption Assumption Rates Assumption 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 Current Recommended Actual Current Recommended
Rates Assumption Assumption Rates Assumption  Assumption
Service| Male & Female
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 Current Recommended
Rates Assumption 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
Current Recommended
Assumption 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 Current

Rates Assumption AEELATREN
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.
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Portability
Plan 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.
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PERS 1 Prior Military Service Credit Assumptions

Percent with Average Overall Average
Military Military Service Additional Increase
Service Months Service Years Factor

Males 48% 37 1.48 5.9%
Females 1% 35 0.03 0.1%
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 Average Overall Average
Military Military Service  Additional Service Increase
Service Months Years Factor

Males 43% 32 1.15 4.0%
Females 43% 32 1.15 4.0%
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 Curren't Recommer)ded Actual Curren't Recommer)ded
Assumption Assumption Rates Assumption Assumption
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 Current Recommended Actual Current Recommended
Rates Assumption Assumption Rates Assumption Assumption
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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Current
Assumption

Female
0.3500

0.6300
0.7300
0.7500
0.7600
0.7600
0.7600
0.7200
0.6700
0.5800
0.4700
0.4700

PERS 3
Ratio of Survivors of Active Deaths Selecting Annuities
Actual Current Recommended Actual
Rates Assumption Assumption Rates
Male
0.0000 0.2000 0.0000 0.0000
0.0000 0.4800 0.4295 0.0000
0.0000 0.6400 0.4832 0.0000
0.0000 0.7200 0.4832 0.0000
0.0000 0.7700 0.5369 0.0000
0.0000 0.7900 0.5369 0.5000
0.5000 0.8000 0.6228 0.0000
0.0000 0.8100 0.6979 0.0000
0.5000 0.8100 0.7516 0.0000
0.0000 0.7900 0.7516 0.0000
0.0000 0.7700 0.7516 0.0000
0.0000 0.7700 0.7516 0.0000
0.0000 0.7700 0.7516 0.0000

0.4700

Recommended
Assumption

0.0000
0.1144
0.2288
0.2860
0.3432
0.4576
0.5148
0.5720
0.5720
0.5720
0.5720
0.5720
0.5720

TRS 1
Ratio of Survivors of Active Deaths Selecting Annuities
Current Recommended Actual Current Recommended
Assumption  Assumption Rates Assumption  Assumption
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 Current Recommended Actual Current Recommended
Rates Assumption  Assumption Rates Assumption  Assumption
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 Current Recommended Actual Current Recommended
Rates Assumption Assumption Rates Assumption Assumption
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 Current Recommended Actual Current Recommended
Rates Assumption  Assumption Rates Assumption  Assumption
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 Current Recommended Actual Current Recommended
Rates Assumption Assumption Rates Assumption Assumption
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 Current Recommended
Rates  Assumption 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 Current Recommended
Rates Assumption Assumption
(LEOFF 1) (LEOFF 1) (LEOFF 1)
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 Current Recommended
Rates Assumption Assumption
(LEOFF 2) (LEOFF 2) (LEOFF 2)

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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Attachment G

Summarized Preliminary Experience Study Impacts

Contribution rate impacts represent the change in contribution rates relative to the
Preliminary 2007 Actuarial Valuation Report (AVR). The minimum-contribution-rate
floors are in effect for some plans. When the rate floors are in effect the change in
contribution rates tends to be smaller in magnitude than when the floors are not in
effect. LEOFF 1 contribution rate changes don’t bring the plan out of surplus and
therefore do not have budget impacts.

Total Preliminary 2009-11 Budget Impacts

Increase in Budget Local Total
($ in millions) GF-S Gov'’t Employer
Standard Assumption Updates $25.5 $67.5 $115.5
Mortality Projection 36.5 75.5 137.3
4.25% General Salary Growth -13.0 -34.1 -59.6
2007 AVR Gain/Loss -8.3 -61.0 -93.8
Total $40.7 $47.9 $99.4

Excludes LEOFF 2.

Standard Assumption Updates

Preliminary 2009-11 Budget Impacts

Increase in Budget Local Total
$in millions GF-S Gov't Employer
PERS $14.8 $59.5 $98.3
TRS 8.0 3.9 11.9
SERS 24 3.5 5.9
PSERS 0.5 0.6 1.2
LEOFF 1 0.0 0.0 0.0
WSPRS -0.2 0.0 -1.7
Total $25.5 $67.5 $115.5

Office of the State Actuary G-1



Attachment G

June 23, 2008

Standard Assumption Updates (Continued)

Preliminary Contribution Rate Impacts

Plan 2
Increase Member
PERS 0.31%
TRS 0.03%
SERS -0.02%
PSERS 0.15%
LEOFF 1 0.00%
WSPRS* 0.00%

Preliminary Experience Study Report

Total

Employer

0.52%
0.14%
0.20%
0.36%
-0.59%
-0.99%

* Member rate applies to all plan members.

Office of the State Actuary
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Attachment G

June 23, 2008

Preliminary Experience Study Report

Mortality Projection

Preliminary 2009-11 Budget Impacts

Increase in Budget Local Total
$in millions GF-S Gov't Employer
PERS $15.3 $61.7 $101.9
TRS 174 84 25.8
SERS 3.3 4.8 8.1
PSERS 0.5 0.6 1.2
LEOFF 1 0.0 0.0 0.0
WSPRS 0.0 0.0 0.3
Total $36.5 $75.5 $137.3

Preliminary Contribution Rate Impacts

Plan 2 Total
Increase Member Employer
PERS 0.43% 0.54%
TRS 0.12% 0.31%
SERS 0.24% 0.28%
PSERS 0.25% 0.36%
LEOFF 1 0.00% 0.31%
WSPRS* 0.00% 0.19%

* Member rate applies to all plan members.

Office of the State Actuary
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Attachment G June 23, 2008

Preliminary Experience Study Report

4.25% General Salary Growth

Preliminary 2009-11 Budget Impacts

Increase in Budget Local Total
$in millions GF-S Gov't Employer
PERS -$7.2 -$29.1 -$48.0
TRS -3.3 -1.6 -4.9
SERS -2.2 -3.2 -5.4
PSERS -0.2 -0.2 -0.4
LEOFF 1 0.0 0.0 0.0
WSPRS -0.1 0.0 -0.9
Total -$13.0 -$34.1 -$59.6

Preliminary Contribution Rate Impacts

Plan 2 Total
Increase Member Employer
PERS -0.31% -0.26%
TRS -0.16% -0.06%
SERS -0.27% -0.19%
PSERS -0.18% -0.12%
LEOFF 1 0.00% -0.03%
WSPRS* 0.00% -0.51%

* Member rate applies to all plan members.

Office of the State Actuary G-4



Attachment H June 23, 2008

Preliminary Actuarial Valuation Report

Attachment H

Summary of the Preliminary Actuarial Valuation Report

Assets

9/30/2006 6/30/2007

$in millions $in millions

Actuarial Value (AV) $43,927 $46,428
Market Value (MV) $48,100 $54,909
Ratio (AV + MV) 91% 85%
Contributions Less Disbursements* -$1,612 -$1,029
Investment Return $6,653 $7,636
Return on Assets** 15.76% 16.53%

Excludes LEOFF 2.
* Includes transfers, restorations, payables
** Time-weighted return on market value of assets

Liabilities

9/30/2006 6/30/2007
All Systems ($in millions)  ($in millions)
Current Value of all Future Pensions $57,273 $62,143
Earned Pensions Not Covered by Current Assets* $4,470 $5,052%
Current Value of all Earned Pensions $44,566 $48,071
Valuation Interest Rate 8.00% 8.00%

Excludes LEOFF 2.
* UAAL for PERS 1, TRS 1, and LEOFF 1.
** $6.0 billion if you exclude LEOFF 1.

Office of the State Actuary H-1



Attachment H

June 23, 2008

Preliminary Actuarial Valuation Report

Participant Data

All Systems 9/30/2006 6/30/2007

Number of Actives 277,272 278,091
Average Annual Salary $45,699 $47,137
Average Attained Age 46.3 46.6
Average Service 10.7 10.9

Number of Annuitants 120,191 121,458

Excludes LEOFF 2.

Key Assumptions

Valuation Interest Rate 8.00%
Salary Increase (general) 4.50%
Inflation 3.50%
Growth in Membership* 1.25%

*0.90% for TRS.

Office of the State Actuary
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Washington State Legislature =

Pension Funding Council
Audit Report

Matt Smith, FCA, EA, MAAA
State Actuary

W, Office of the State Actuary July 15, 2008
p— “Secaiag tomorion s pensioes todiy. ™

Why An Audit?

@ Check and balance

@ Strengthens independence of OSA

m Ensures work is reasonable and accurate
® Reduces risk of uncovering a future error
® Prudent oversight

o *
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What Is An Actuarial Audit?

m Level of audit varies

@ Review of actuarial methods, assumptions, and calculations
m Performed by a qualified actuary

m Guided by professional standards of practice

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report 2

What Is A Concurrent Audit?

@ Audit occurs as the work is done
@ Agreed upon changes made before work is final

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report 3




PFEC Audit

W Concurrent audit

@ Review of experience study and new assumptions for
reasonableness

m Full replication of OSA results
= Within acceptable differences

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report

Why Is This Before You?

@ PFC required to forward preliminary audit report 30 days
before rate adoption

W Assists you in your recommendation to PFC

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report




What Are The Results?

m Audit of experience study complete
= Study and recommendations are reasonable

® Final reconciliation of valuation results and contribution rates
in progress

m Audit not closed until final PFC action

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report

Next Steps

W SCPP recommendation to PFC
= Next agenda item

® PFC rate adoption before July 31
W Legislature may revise next session

0:\SCPP\2008\7-15-08_Full\5_PFC_Audit_Report




SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE

JULY 15, 2008

Final SCPP

Recommendation to
PEC

A PowerPoint presentation is planned for the
meeting. Hardcopies of the slides will be
provided to members at the meeting and will
be available on the SCPP website after the
meeting as part of the meeting materials.

The State Actuary will e-mail members a draft
contribution rate letter prior to the meeting and
provide hardcopies at the meeting.

Please refer to agenda item 5 for relevant

background information provided to the PFC
on June 23, 2008.

July 15, 2008



SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JULY 15, 2008

Retiree Mortality Assumptions in
Washington’'s Peer States

Projected
State Group Base Table! Improvement!

California. Public Employees Custom

California Teachers 1994 GAM Yes?2

Colorado Public/Teachers Custom

Florida Public/Teachers  RP-2000 Scale AA3

Idaho Public/Teachers  RP-2000 Scale AA

lowa Public/Teachers  RP-2000 Scale AA

Minnesota Public/Teachers 1983 GAM
Missouri Public Employees 1971 GAM4

Ohio Public Employees RP-2000 15 Years
Ohio Teachers UP 94 Scale AA
Oregon Public/Teachers  RP-2000

Wisconsin  Public/Teachers  RP-2000 15 Years

Notes to table

1. Based on information obtained as of 6/23/2008 from the most recently
published actuarial valuations except where otherwise noted.

2. Improvement projected using graduated age setbacks. Source: Milliman,
“California State Teachers’ Retirement System 2007 Actuarial Experience
Analysis”, March 18, 2008.

3. Source: Telephone conversation, Florida Retirement System Division of
Retirement, July 14, 2008.

4. Base table is projected to 2000.

O:\SCPP\2008\7-15-08 Full\6.Mortality_Assumption.doc
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SELECT COMMITTEE ON PENSION POLICY FULL COMMITTEE
JULY 15, 2008

DRAFT Contribution
Rate Letter

The State Actuary e-mailed SCPP Committee
members a DRAFT contribution rate letter
prior to the meeting and provided hardcopies
at the meeting.

The following letter is draft only
and as of the meeting date, has not
been distributed to the PFC.

July 15, 2008



< Office of the State Actuary

‘Securing tomorrow’s pensions today.”

July XX, 2008

Via e-mail

TO: Pension Funding Council Members

Senator Margarita Prentice, Chair
Ways and Means Committee

Senator Joseph Zarelli, Ranking Minority Member
Ways and Means Committee

Representative Helen Sommers, Chair
Appropriations Committee

Representative Gary Alexander, Ranking Minority Member
Appropriations Committee

Ms. Sandra Matheson, Director
Department of Retirement Systems

Mr. Victor Moore, Director
Office of Financial Management

FROM: Matthew M. Smith, FCA, EA, MAAA
State Actuary

SUBJECT: 2009-11 PENSION CONTRIBUTION RATES

As required under RCW 41.45.060, | am providing the preliminary results of the 2007
actuarial valuation of the following Washington State retirement systems:

Public Employees’ Retirement System (PERS);

Teachers’ Retirement System (TRS);

School Employees’ Retirement System (SERS);

Law Enforcement Officers’ and Fire Fighters’ Retirement System,
Plan 1 (LEOFF 1);

e Public Safety Employees’ Retirement System (PSERS); and

e Washington State Patrol Retirement System (WSPRS).

These results have changed from the preliminary results provided in June. The
actuarial auditor has completed the review of the 2007 valuation results. Still the
results are considered preliminary until the Council adopts contribution rates.

PO Box 40914 Phone: 360.786.6140
Olympia, Washington, 98504-0914 Fax: 360.586.8135
http:/osa.leg.wa.gov TDD: 800.635.9993




B o @ension Funding Council Members

Page 2 of 11

The primary purpose of the valuation is to determine contribution requirements for the
systems listed above as of the valuation date June 30, 2007, and the results should not be
used for other purposes. The results are based on the economic assumptions and asset
value smoothing technique included in RCW 41.45.035. | have also included contribution
rates calculated under a recommended change to the existing general salary increase
assumption.

Experience Study

My recommended contribution rates include updates to all existing demographic
assumptions. These assumptions were reviewed and updated as part of the six-year
experience study required under RCW 41.45.090. We performed this experience study
using standard actuarial practices and recommend regular updates to existing assumptions.
The actuarial auditor reviewed the results of the experience study and the resulting
contribution rates.

I’'m also recommending two new policy changes:

e Lower the current general salary increase assumption from 4.5 percent to 4.25 percent.
e Project mortality tables beyond the valuation date to reflect longer life spans in the
future. | recommend 50 percent of the Society of Actuaries’ Scale AA for this projection.

I provided my reasons for these policy changes at your June meeting.
Valuation Results

We provided an executive summary of the preliminary 2007 valuation results at your June
meeting. | will forward a final actuarial valuation report to the Council this fall. This report
will reflect your final decisions on rates and assumptions.

Contribution Rates

Changes in current employer and Plan 2 member contribution rates are required to
continue to fund retirement system benefits under the state’s funding policy as provided in
Chapter 41.45 RCW - Actuarial Funding of State Retirement Systems. The changes in
employer contribution rates represent a 45.5 million dollar General Fund-State (GF-S)
increase above the amounts previously projected for the 2009-11 biennium. We have
provided employer and Plan 2 member contribution rates for the 2009-11 biennium under
Attachment A. We have also provided the required increase above current contribution
rate levels for your reference. Attachment B displays estimated employer contributions for
the 2009-11 biennium and increases above previous projections. These two attachments
reflect all my recommended assumption changes.

Office of the State Actuary July 11, 2008



B o @ension Funding Council Members

Page 3 of 11

Attachments C through H show the recommended contribution rates and their associated
fiscal costs after the removal of the policy level decisions on general salary increases and
projected mortality improvements. Attachment C provides the recommended contribution
rates with the 4.25 percent general salary increase assumption removed. Attachment D
provides the associated budget impact for the 2009-11 biennium. The difference between
Attachments B and D reflects the short-term budget impact of this decision item. The
adoption of the 4.25 percent general salary increase assumption will decrease the 2009-11
GF-S budget by about 16.5 million dollars.

Attachment E provides the recommended contribution rates with projected mortality
improvements removed. Attachment F provides the associated budget impact for the
2009-11 biennium. The difference between Attachments B and F reflects the short-term
budget impact of this decision item. The adoption of the projected mortality improvements
will increase the 2009-11 GF-S budget by about 35.9 million dollars.

Attachments G and H show the contribution rate and budget impacts if both the 4.25
percent general salary increase and projected mortality improvement recommendations are
not adopted.

In an effort to further stabilize future contribution rates, the Legislature enacted minimum
contribution rates in Chapter 365, Laws of 2006. These rate floors are effective at the
beginning of the 2009-11 biennium. The rate floors increased contribution rates in TRS,
SERS, and WSPRS.

I hope you find this information useful during your deliberations. Please don’t hesitate to
contact me directly should you require any additional information.

Attachments (A, B,C,D, E, F, G, H)

cc: Pension Funding Council Workgroup Members
Liz Mendizabal, Washington State Investment Board
Steve Nelsen, LEOFF 2 Retirement Board
David Pringle, Office of Program Research
Jane Sakson, Office of Financial Management
Erik Sund, Senate Ways and Means
Eric Swenson, Economic and Revenue Forecast Council
Jeff Wickman, Department of Retirement Systems

O:\PFC\2008\2009-11_ Rates_7-08.doc
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"'”“"'ﬂ;,l_ Pension Funding Council Members
Page 4 of 11

Attachment A
OSA Recommendation, All Assumption Changes

2009-11 Contribution Rates
With 4.25% General Salary, With Mortality Improvements

Employer Contribution Rates*
2009-11  2008-09

System Rates Rates Difference
PERS 7.84% 8.15% -0.31%
TRS 10.79% 8.30% 2.49%
SERS 8.12% 7.38% 0.74%
LEOFF 1 0.00% 0.00% 0.00%
WSPRS 8.57% 7.70% 0.87%
PSERS 10.06% 9.27% 0.79%
*Excludes DRS administrative expense rate of
0.16%.

Plan 2 Member Contribution Rates
2009-11 2008-09

System Rates Rates Difference
PERS 4.61% 5.45% -0.84%
TRS 4.93% 4.26% 0.67%
SERS 4.00% 4.68% -0.68%
WSPRS* 6.95% 6.65% 0.30%
PSERS 6.94% 6.57% 0.37%

*Rate paid by all WSPRS members.

Office of the State Actuary July 11, 2008



: T @ension Funding Council Members
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Attachment B
OSA Recommendation, All Assumption Changes

2009-11 Employer Contributions
With 4.25% General Salary, With Mortality Improvements

Employer Contributions
(Dollars in Millions)

Non GF-S Local Total

System GF-S (State) Government Employer

PERS $221.3 $361.5 $892.6 $1,475.4
TRS 601.8 0.0 289.8 891.6
SERS 96.0 0.0 140.5 236.5
LEOFF* 0.0 0.0 0.0 0.0
WSPRS 1.4 13.5 0.0 14.9
PSERS 14.8 0.3 17.9 33.0
Total $935.4 $375.3 $1,340.7 $2,651.4
Previous Projection* 889.9 374.9 1,310.1 2,574.9
Difference $45.5 $0.4 $30.6 $76.5

*Excludes results for LEOFF 2. Contribution rates for LEOFF 2 are adopted by the
LEOFF 2 Retirement Board.

Note: 2009-11 rate increases for TRS and SERS are effective 9/1/2009 through
8/31/2011. The impact of these rate increases on the 2011-13 biennium is not
reflected in the above table.

Office of the State Actuary July 11, 2008



"'”“"'ﬂ;,l_ Pension Funding Council Members
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Attachment C
Current Salary Policy, New Mortality Policy

2009-11 Contribution Rates
Without 4.25% General Salary, With Mortality Improvements

Employer Contribution Rates*
2009-11 2008-09

System Rates Rates Difference
PERS 8.06% 8.15% -0.09%
TRS 10.82% 8.30% 2.52%
SERS 8.15% 7.38% 0.77%
LEOFF 1 0.00% 0.00% 0.00%
WSPRS 9.05% 7.70% 1.35%
PSERS 10.17% 9.27% 0.90%
*Excludes DRS administrative expense rate of
0.16%.

Plan 2 Member Contribution Rates
2009-11 2008-09

System Rates Rates Difference
PERS 4.89% 5.45% -0.56%
TRS 5.08% 4.26% 0.82%
SERS 4.11% 4.68% -0.57%
WSPRS* 6.95% 6.65% 0.30%
PSERS 7.11% 6.57% 0.54%

*Rate paid by all WSPRS members.

Office of the State Actuary July 11, 2008
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Attachment D
Current Salary Policy, New Mortality Policy

2009-11 Employer Contributions
Without 4.25% General Salary, With Mortality Improvements

Employer Contributions
(Dollars in Millions)

Non GF-S Local Total

System GF-S (State) Government  Employer

PERS $229.4 $374.8 $925.4 $1,529.6
TRS 608.6 0.0 293.0 901.6
SERS 97.2 0.0 142.2 239.5
LEOFF* 0.0 0.0 0.0 0.0
WSPRS 15 14.4 0.0 15.9
PSERS 15.1 0.3 18.3 33.7
Total $951.9 $389.5 $1,378.9 $2,720.2
Previous Projection* 889.9 374.9 1,310.1 2,574.9
Difference $61.9 $14.5 $68.8 $145.3

*Excludes results for LEOFF 2. Contribution rates for LEOFF 2 have been adopted by
the LEOFF 2 Retirement Board.

Note: 2009-11 rate increases for TRS and SERS are effective 9/1/2009 through
8/31/2011. The impact of these rate increases on the 2011-13 biennium is not
reflected in the above table.

Office of the State Actuary July 11, 2008
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Attachment E
Current Mortality Policy, New Salary Policy

2009-11 Contribution Rates
Without Mortality Improvements, With 4.25% General Salary

Employer Contribution Rates*
2009-11  2008-09

System Rates Rates Difference
PERS 7.31% 8.15% -0.84%
TRS 10.47% 8.30% 2.17%
SERS 7.93% 7.38% 0.55%
LEOFF 1 0.00% 0.00% 0.00%
WSPRS 8.41% 7.70% 0.71%
PSERS 9.72% 9.27% 0.45%

*Excludes DRS administrative expense rate of 0.16%.

Plan 2 Member Contribution Rates
2009-11 2008-09

System Rates Rates Difference
PERS 4.19% 5.45% -1.26%
TRS 4.82% 4.26% 0.56%
SERS 3.91% 4.68% -0.77%
WSPRS* 6.95% 6.65% 0.30%
PSERS 6.71% 6.57% 0.14%

*Rate paid by all WSPRS members.

Office of the State Actuary July 11, 2008
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Attachment F
Current Mortality Policy, New Salary Policy

2009-11 Employer Contributions
Without Mortality Improvements, With 4.25% General Salary

Employer Contributions
(Dollars in Millions)

Non GF-S Local Total

System GF-S (State) Government  Employer

PERS $206.3 $337.0 $832.3 $1,375.6
TRS 583.8 0.0 281.1 864.9
SERS 93.6 0.0 136.9 230.5
LEOFF* 0.0 0.0 0.0 0.0
WSPRS 1.4 13.2 0.0 14.7
PSERS 14.3 0.3 17.3 31.9
Total $899.5 $350.6 $1,267.6 $2,517.6
Previous Projection* 889.9 374.9 1,310.1 2,574.9
Difference $9.5 ($24.3) ($42.5) ($57.3)

*Excludes results for LEOFF 2. Contribution rates for LEOFF 2 have been adopted by
the LEOFF 2 Retirement Board.

Note: 2009-11 rate increases for TRS and SERS are effective 9/1/2009 through
8/31/2011. The impact of these rate increases on the 2011-13 biennium is not
reflected in the above table.

Office of the State Actuary July 11, 2008
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Attachment G
Current Mortality Policy, Current Salary Policy

2009-11 Contribution Rates
Without 4.25% General Salary, Without Mortality Improvements

Employer Contribution Rates*
2009-11 2008-09

System Rates Rates Difference
PERS 7.53% 8.15% -0.62%
TRS 10.50% 8.30% 2.20%
SERS 7.96% 7.38% 0.58%
LEOFF 1 0.00% 0.00% 0.00%
WSPRS 8.87% 7.70% 1.17%
PSERS 9.82% 9.27% 0.55%
*Excludes DRS administrative expense rate of
0.16%.

Plan 2 Member Contribution Rates
2009-11 2008-09

System Rates Rates Difference
PERS 4.47% 5.45% -0.98%
TRS 4.96% 4.26% 0.70%
SERS 4.02% 4.68% -0.66%
WSPRS* 6.95% 6.65% 0.30%
PSERS 6.87% 6.57% 0.30%

*Rate paid by all WSPRS members.

Office of the State Actuary July 11, 2008
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Attachment H
Current Mortality Policy, Current Salary Policy

2009-11 Employer Contributions
Without 4.25% General Salary, Without Mortality Improvements

Employer Contributions
(Dollars in Millions)

Non GF-S Local Total

System GF-S (State) Government  Employer

PERS $214.4 $350.1 $864.6 $1,429.0
TRS 590.4 0.0 284.3 874.7
SERS 94.8 0.0 138.8 233.6
LEOFF* 0.0 0.0 0.0 0.0
WSPRS 15 14.1 0.0 15.6
PSERS 14.6 0.3 17.6 325
Total $915.7 $364.5 $1,305.2 $2,585.4
Previous Projection* 889.9 374.9 1,310.1 2,574.9
Difference $25.8 ($10.4) ($4.9) 10.5

*Excludes results for LEOFF 2. Contribution rates for LEOFF 2 have been adopted by
the LEOFF 2 Retirement Board.

Note: 2009-11 rate increases for TRS and SERS are effective 9/1/2009 through
8/31/2011. The impact of these rate increases on the 2011-13 biennium is not
reflected in the above table

Office of the State Actuary July 11, 2008



@ The Select Committee on Pension Policy

SCPP Recommendation to Pension Funding Council

Issue Before You ﬁ; 3

& What pension contribution rates will you recommend to
the Pension Funding Council (PFC)?

®m Executive Committee discussed this morning
& Today is final opportunity for decision

k. 0-/8CPP/2008/7-15-08 Full/6.SCPP_Recom to PFC.ppt




Why Is The SCPP Hearing This? AR |

@ SCPP has statutory role in pension funding
& Receive preliminary actuarial audit reports from PFC
& Recommend contribution rates to PFC

- Ko plisbe Brose Aoy
: ﬁ-p—'!'m“".l'-' 0:/SCPP/2008/7-15-08 Full/6.5CPP_Recom to PRC.ppt Zz

Today Is The Last Stop On A Long Journey ARV £

& Culmination of many months’ work
B Previews
® Preliminary reports

& Foundations for recommendations
®m Actuarial Valuation Report (AVR)
B Experience Study

O:/5CPP/2008/7-15-08 Full/6 SCPP Recom to PEC ppt




What Do Recommended Rates Include? A\

& Standard updates to various assumptions
& Minimum rate floors
® Recommended by SCPP, passed in 2006, effective in 2009
E Used to reduce volatility in contributions
H Also used to amortize unfunded accrued liabilities in Plan 1
® Will impact rates in upcoming biennium

& Two new policy decisions around changes in assumptions

- Ko plisbe Brose Aoy
: ﬁ-p—'!'m“".l'-' 0:/SCPP/2008/7-15-08 Full/6.5CPP_Recom to PRC.ppt 4

Two Areas Of Special Focus In 2008 AR oF

& Whether to project future mortality improvements
& Whether to lower the general salary increase assumption

O:/5CPP/2008/7-15-08 Full/6 SCPP Recom to PEC ppt




Projected Mortality Improvements

& Changing the mortality assumption to reflect longer life
spans in future

& When retirees live longer, pension costs increase

& What are the results of projecting mortality
improvements?

m Ability to more accurately predict future pension costs
® QOpportunity to “pre-fund” those costs

- Ko plisbe Brose Aoy
: n-—,—-m.d,_‘-_' 0:/SCPP/2008/7-15-08 Full/6.5CPP_Recom to PRC.ppt 6

What Standards Are Used? « A

& Society of Actuaries developed a mortality table based
on national trends

m “Scale AA” is a tool for projecting future improvements
in mortality

& Recommended for consideration by actuaries since 1995

- iy Mrras Aoy
S 3 s i O:/5CPP/2008/7-15-08 Full/6 SCPP Recom to PEC ppt
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What Are Peer States Doing?

& Over half of Washington’s peer states have begun
projecting mortality improvements for one or more of
their retirement systems

California

® Florida

® |daho

m lowa

]

]

Ohio
Wisconsin

- Ko plisbe Brose Aoy
P SN 0:/SCPP/2008/7-15-08 Full/6,SCPP_Recom_to_PFC.ppt 8

State Actuary’s Recommendation

& Use 50 percent of Scale AA
® Apply to all plans
m Consistent with national data
m Consistent with data from Washington plans

& Preliminary PFC audit found recommendation to be
reasonable

- C -
>r— [
ﬁ&.r 4
O:/5CPP/2008/7-15-08 Full/6.5CPP Recom to PFC.ppt 9
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Effect On Contribution Rates

@ Short-term increase in rates

& Opportunity for cost-savings in the long-term
m “Pre-fund” the cost
m Use time value of money
m Pay now or pay more later

T g wlf i B Aty
. 0 = 0:/8CPP/2008/7-15-08 Full/6.5CPP_Recom to PRC.ppt 70

What Is The SCPP deciding? « A

& Should pension contribution rates reflect projected
mortality improvements?

m State Actuary recommends how to most accurately predict
future pensions costs

m State Actuary calculates contribution rates needed to fund
those costs

m SCPP is not required to substitute its judgment
& SCPP decision is about financing future costs

® When should contributions be made?

® How much should they be?

®m Short-term vs. long-term view
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General Salary Increase Assumption AR P

& Economic assumption used to predict future salaries
& Part of total salary growth
® General salary increases (inflation plus 1 percent)

m Service-based salary increases (all other forms of salary,
including step increases)

& Experience study looked at total salary growth

3 S 0:/8CPP/2008/7-15-08 Full/6.5CPP_Recom to PRC.ppt 72

State Actuary’s Recommendation AR F

& Lower the general salary increase assumption from 4.5
to 4.25 percent

& Apply to all plans
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Effect On Contribution Rates « A

& General salary assumption higher than actual experience
m Results in a gain to the system
@ Gains reduce contribution rates

& Reasonable assumptions do not produce large gains or
losses over time

o -3 =
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What Action Would Be Required?

& General salary increase assumption is in statute

& Change in law required to lower it from 4.5 to 4.25
percent

& Otherwise, general salary assumption scheduled for
review in fall of 2009
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Actuary’s Recommended Change In Process

® Assumption-setting process is currently split for total
salary growth

m General salary increases on one cycle
m Service-based salary on another

& State Actuary recommends reviewing all components of
total salary growth at same time
m If one assumption is off, total is off

& OSA to prepare request legislation in 2008 for 2009
session re: process

m State Actuary would seek SCPP sponsorship or endorsement
at a later time

= “mﬁ:_:r 0:/S0PR/2008/7.15.08 FUIl/6.5CPP_Recom_to_PFC.ppt 76
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& Should the general salary increase assumption be
lowered from 4.5 to 4.25 percent?

m State Actuary recommends how to most accurately predict
future pensions costs

m State Actuary calculates contribution rates needed to fund
those costs

m SCPP is not required to substitute its judgment
& SCPP decision is to recommend contribution rates
m Decisions affects timing and amount of contributions

0-/5CPP/2008/7-15-08 Full/6.5CPP_Recom_to_PFC.ppt 12




Factors In Your Final Decision W o
& Are the State Actuary’s recommendations reasonable?
m PFC audit as a resource
& Are they consistent with SCPP goals?
B Goal 1
® Goal 5
& Are they affordable?
®m Short-term view vs. long-term view

o i e e Actuary
Y e 0:/5CPP/2008/7-15-08 Full/6.5CPP_Recom_to PFC.ppt i

Decision Options

& Recommend rates with or without projected mortality
improvements

& Recommend rates with the current general salary
increase assumption (4.5 percent) or with the lower
assumption (4.25 percent)

m Recommend legislation to implement lower assumption

& State Actuary available to answer questions about his
recommendations

& Sample motion on final slide

0-/5CPP/2008/7-15-08 Full/6.5CPP_Recom_to_PFC.ppt 19




Sample Motion 'y

“I move to recommend that the Pension Funding Council
adopt the State Actuary’s recommended contribution
rates for the 2009-2011 biennium [with/without]
projected mortality improvements, using the general
salary increase assumption of [4.5 or 4.25 percent].”

To be used only if 4.25 percent assumption is
recommended:

*“; and further, that the SCPP recommend legislation for
2009 that reduces the salary growth assumption in RCW
41.45.035(b) from 4.5 to 4.25 percent.”

" b ol o e Aty
. - e 0:/SCPP/2008/7-15-08 Full/6.5CPP_Recom_to_PFC.ppt
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Military Death Benetits

Description of Issue

The Public Employees’ Retirement System (PERS) Plan 2 provides enhanced
survivor benefits for members who are called to active duty military service and
die while performing that service. The other Washington state retirement plans
do not.

The enhanced PERS Plan 2 benefits provide a withdrawal of 200 percent of a
member’s account balance if the member died while serving in the Iraq or
Afghanistan conflict after January of 2007.

SCPP Recommendation to 2008 Legislature

The SCPP recommended legislation that would provide the option of an
unreduced monthly benefit to the survivors of eligible members of all systems
and plans who were called to active duty and died during a period of war.

Recent Activity on this Issue

< In the 2007 legislative session, the legislature passed enhanced survivor
benefits for PERS Plan 2 only.

% The SCPP recommended legislation to the 2008 legislature (HB 3007/SB 6646).
The House bill passed the House but did not pass the Senate.

Y
°o*

The federal government recently passed a law (HR 6081) regarding benefits
for members that die while on active duty in the military. To remain tax
qualified, retirement plans must provide survivor benefits as if the member
had returned to work the day prior to his/her death.

Other Materials Included

<% 2007 Interim SCPP Issue Paper
< HB 3007 from the 2008 legislative session
% Fiscal note for HB 3007

What is the Next Step?

Members will decide if last year’s bill on military death benefits should be
reintroduced in the next session. If so, staff will update the bill draft and fiscal
note for 2009, including any changes required by the recent federal legislation.

July 10, 2008 Military Death Benefits | of |
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In Brief

ISSUE

The issue before the SCPP
is whether to provide
additional benefits to
survivors of members who
die while serving on active
duty with the United
States’ military.

MEMBER IMPACT

This could impact
survivors of members in
each system and plan who
die while on military duty.

The Federal government
also provides survivor
benefits for spouses and
families of members who
die while on military
service.

Dave Nelsen

Senior Policy Analyst
360.786.6144
nelsen.dave@leg.wa.gov

December 10, 2007

FULL COMMITTEE
DECEMBER 18, 2007

Military Death Benefits

Current Situation

Death benefits are provided to survivors of deceased
members based upon system and plan-specific eligibility
and benefit amounts. Prior to the passage of SHB 1266 in
the 2007 Legislative session, no distinction was made in the
survivor eligibility or benefit amount in any system or plan
between members who died while no longer working for a
public employer for any reason and members who died
while fulfilling interruptive military service obligations.

SHB 1266 authorized a survivor of a Public Employees’
Retirement System (PERS) Plan 2 member who was eligible
to retire or had at least ten years of service, and who is
killed in the current Iraq or Afghanistan conflict, a choice
between 200 percent of the member’s account balance
or a monthly annuity reduced for each year of the
member’s age at death prior to age 65. The survivors of
members who separate from employment for any other
reason do not get the 200 percent option. They receive a
choice between 100 percent of the account balance and
the reduced survivor annuity.

Spouses and/or qualifying dependants are also eligible for
benefits from the federal government if their spouse dies
while on military duty. They receive a one time tax—free
$100,000 payment and a monthly stipend of $1,067,
increased by Consumer Price Index (CPI) based
adjustments, with an additional $265 per month provided
for each dependant. Additionally, military employees are
automatically enrolled in group life insurance in the
amount of $250,000. Employees can opt out, reduce or
increase this coverage up to $400,000. The cost for the full
amount is $29 monthly.

Policy Analysis

The primary policy in question is whether survivors of
members who die while serving on military duty should
receive additional pension benefits not available to
survivors of members who left employment for other
reasons.

Military Death Benefits Page | of 5
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The chart below outlines some general arguments for or
against providing additional or special benefits to military

personnel.
No Additional Special Benefits Additional Special Benefits
Members serve voluntarily; no draft Encourage military service; help avoid
requires them to leave employment need for a draft
Members already receive adequate Support ability to recruit more military
federal compensation and benefits for  personnel into state service and more
military service state personnel into military service
Other members and employers would  Support view that all WA citizens
not have to absorb extra costs for benefit, directly or indirectly, from
these members military service rendered by public
employees
More favorable service credit Recognize that members who serve
treatment is already given to these in conflicts are at higher risk for injury
members via federal law (no interest,  or death; pension plans typically offer
5 years to repay) extra support for high risk occupations
that serve the public at large
Military service is unrelated to the Supplement federal benefits, which
service rewarded by state pension may not be viewed as adequate
plans
Should survivor benefits of If it is desirable to provide additional pension survivor
members who die while on benefits, the next question is: What additional survivor
military service differ benefits? State pension benefits typically distinguish
from survivor benefits of between duty-related death and non-duty related death.
members who die in other _ _
situations, such as in the Survivors whose spouses die from duty-related causes

receive the most benefit from the state pensions. These
spouses or dependants may be eligible for both a lump
sum ($150,000 death benefit) and annuity (unreduced
survivor annuity based upon salary and service credit).
Survivors whose spouses die from non-duty related causes,
whether as active employees or as separated members,
typically only receive either a refund of contributions or a
survivor annuity that is actuarially reduced for each year
prior to the normal retirement age.

line of duty?

To provide enhanced survivor benefits, something greater
than a refund of member contributions or an actuarially
reduced annuity would need to be provided. Examining
the benefits provided by the federal government and
attempting to provide a benefit from the pension system
that supplements the total benefits received may be a
logical approach. In looking at the federal death benefits
provided, given the likelihood of large lump sum payments
($100,000 guaranteed with up to $400,000 additional in

December 10, 2007 Military Death Benefits Page 2 of 5
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Should the eligibility for
and calculation of survivor
benefits of members be
standard across all
systems and plans, or
standard with other
survivor benefits within
the systems and plans?

What type of uniformed
service should qualify for
enhanced survivor
benefits?

December 10, 2007

FULL COMMITTEE
DECEMBER 18, 2007

insurance) but limited monthly annuity amounts for income
replacement ($1,067 per month with additional amounts
for dependants), perhaps enhanced annuity payments
from the state pensions would be most valuable.

One question that arises if providing an enhanced benefit
is whether the eligibility and calculation method should be
standard across systems and plans, or standardized with
other survivor benefits within the system and plans. For
example, Plan 1 of the Law Enforcement Officers’ and Fire
Fighters’ (LEOFF) retirement system has different eligibility
for survivor benefits based upon whether the member is
active or inactive, while the Plans 2/3 have different
eligibility based upon years of service but don’t distinguish
between active and inactive. As for the benefit
calculations, the Plan 1 systems have different methods of
providing post-retirement adjustments or cost-of-living-
adjustments (COLA) than the Plans 2/3 systems.

If the eligibility and calculation methodology are
standardized across plans, it would ensure two survivors
would receive similar benefits regardless of plan
membership. However, this may cause concerns with non-
military death related survivors if their eligibility or
calculation methodology is not as generous. Conversely,
the other option would be to standardize the benefit
according to the current plan methods. This would provide
consistent benefits within each plan, but may lead to
similarly situated survivors receiving different benefits.
Currently, for survivor benefits within the state retirement
systems, the eligibility for and the benefit provided is
generally based upon plan specific methodology,
regardless of the reason for the member’s death.

The final question faced when providing enhanced
benefits for military service is what type of military or
uniformed service. If the committee chooses to provide
enhanced military survivor benefits, should the benefits be
provided for deaths during:

e Participation in all military service? Such as in
times of conflict, active duty training, and
peace-time.

e Service only in current conflicts?

e Service only in current and future conflicts?

Military Death Benefits Page 3 of 5
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What type of uniformed
service should qualify for
enhanced survivor
benefits?
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e Service only in conflicts specifically identified
for this benefit?

The federal government requires the same reemployment
rights whether the person served in a conflict, a period of
war, or in a time of peace. Within the state pension
systems, free interruptive service credit is granted to
members of PERS Plan 1, LEOFF Plan 1, and the Washington
State Patrol Retirement System (WSPRS) Plan 1, but only if
the member served during a period of war.

Other States

Research into our comparative states indicated that only
three states provide enhanced survivor benefits to spouses
of members who die while serving in the military; Idaho,
California, and lowa. Idaho provides a choice of a refund
equaling twice the member’s contributions or a reduced
survivor annuity. California and lowa provide more
generous survivor benefits when the member dies while an
active employee, and in both those states, members who
die while serving in the military are treated as active
employees. Both of these states also provide enhanced
benefits for “public safety” members who die in the line of
duty, but survivors of members who die while serving in the
military do not qualify for this benefit in either state.

Prior Executive Committee Action

The Executive Committee asked OSA to price two general
options and bring the information back for further
consideration:

e Expand the 200 percent option currently in PERS
Plan 2 to all systems and plans.

e Provide an option for an unreduced survivor
annuity.

After discussing the possible alternatives, the Executive
Committee recommended the following proposal be
presented to the full committee and draft legislation be
prepared:

Survivors of a member who dies while serving honorably in
the uniformed services will have the same eligibility and
survivor benefit options within each system and plan as the

Military Death Benefits Page 4 of 5
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STAKEHOLDER
INPUT

1. LEOFF Plan 2 Board

2. Washington State
Patrol Troopers’
Association

3. Members via
Department of
Retirement Systems

Copies of the above
requests are attached.

December 10, 2007
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survivor of a member who dies in the line of duty. In
general, this would provide an unreduced survivor annuity
to those who qualify.

Possible Options

A first option is to endorse the Executive committee
proposal. This proposal provides an enhanced benefit in
the form of an unreduced survivor annuity, but does not
provide lesser eligibility standards or a greater benefit than
what currently exists within the systems and plans,
maintaining equity with other survivor benefits, such as line
of duty deaths. This proposal is also the most expansive
possible regarding the nature of the uniformed services in
that it does not distinguish between periods of war or
peace.

Other options to the committee include the following:

e Provide a lump sum amount in lieu of or addition
to the unreduced survivor annuity.

e Alter the pension-based eligibility standards for
the benefit.

e Limit the eligibility for the benefit based upon the
type of uniformed service provided, such as only
during a time of watr.

Bill Draft
A copy of Code Reviser bill draft (Z-0779.1) is attached.

Fiscal Note
Attached.

O:\SCPP\2007\12-18-07 Full\4.Military_Death_Benefits.doc
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Winner, Charlene

From: Harper, Laura

Sent: Monday, May 21, 2007 4:36 PM
To: Winner, Charlene

Subject: FW: Interim Issues list

For scanning, adding to log and including in the interim issues file. Thanks.

----- Original Message-----

From: Smith, Matt

Sent: Monday, May 21, 2007 4:11 PM
To: Harper, Laura

Subject: FW: Interim Issues list

---- Original Message ----

From: "Nelsen, Dave (DRS)" <DaveN@DRS.WA.GOV>
Date: 5/21/07 3:10 pm

To: "Smith, Matt" <Smith.Mait@leg.wa.gov>

Cc: "Wickman, Jeff (DRS)" <JeffW@DRS.WA.GOV>
Subj: Interim Issues list

Matt,

Per our discussion on Friday and based upon our meeting with Laura, the following is a list of issues that has come to our
attention that may be of interest to the Select Committee. We are not pursuing these as initiatives for DRS through the
executive request legislation process, but we have learned about them through our administrative role and are providing
them to the Select committee for consideration.

* Expanding the Plan 1 Post 30 year contribution program to include an annual window for opting in prospectively,
rather than just the one time chance upon reaching 30 years. This has been requested by Plan 1 members. Often,
circumstances change after 30 years of service, and what may not have made sense at that time may become an
attractive option, even an incentive to retain valuable Plan 1 employees. With the rising cost of healthcare, many Plan 1
members find they cannot afford to retire at an early age, but have missed their deadline to participate in this program.

*

Death while retirement eligible. In PERS Plan 1, if an active member with more than 10 years of service dies, their
surviving spouse can choose either to receive a monthly benefit at the option 2 level, or a refund of contributions and
interest. However, if a Plan 1 member who is inactive, regardiess of years of service or even eligibility to retire, passes
away, their survivor only can receive the contributions and interest. This doesn't occur often, but when it does, it can be
devastating for survivors. Some individuals may separate when retirement eligible, but don't want to begin drawing their
monthly benefits right away. Some are inactive for a time and have forgotten to retire when they first became eligible. In
these situations, if the member were to die before applying for their benefit, the spouse would not be eligible for an on
going monthly payment.

* Veterans Benefits. The amendment to the $150k bill to allow twice the contributions to surviving spouses of
members killed while on military duty affects PERS Plan 2 only. This creates a benefit inequity with the other systems.

* Additionally, the Department would like to bring a proposal to the committee for endorsement that deals with
inactive, non-vested members. Currently, a member who separates is not required to withdraw, whether they are vested or
not. However, the IRS requires the Department to pay the members when they turn age 70 %, or pay their beneficiaries
when they die. Often, funds can sit in an account for many years, even decades, after employment before reaching these
milestones. The Department is then required to locate individuals at significant administrative expense, if it is even

1



possible. There are currently approximately 50,000 inactive, non-vested members. We are consulting with peers in other
systems and evaluating proposals to address this situation and would like to bring a recommendation to the committee.

Thank you for your consideration and let me know if you have any questions about these items.

Sincerely,

Dave Nelsen

DRS



STATE OF WASHINGTON
LAW ENFORCEMENT OFFICERS’ AND FIRE FIGHTERS’
PLAN 2 RETIREMENT BOARD

P.O. Box 40918 * Olympia, Washington 98504-0918 e (360) 586-2320 e FAX (360) 586-2329 & www.leoff.wa.gov

June 5, 2007

Select Committee on Pension Policy SUN' 5 - 2007
C/O The Office of the State Actuary Office of
Post Office Box 40914 The State Actuary

Olympia, Washington 98504-0914
Dear Honorable Members of the Select Committee on Pension Policy:

On behalf of the Law Enforcement Officers’ and Fire Fighters’ (LEOFF) Plan 2 Retirement
Board (Board), I would like to thank you for all of your help during 2006.

I want to bring several topics to your attention as you begin preparations for the 2007 interim. It
is my hope that the Select Committee on Pension Policy (SCPP) and the Board can work
cooperatively on these issues to develop legislation. I have provided a brief summary of each
topic for your reference:

Deferred Compensation
The Board studied the need for a clear definition of what is included in “basic salary” in regard to
employer contributions to 457 Deferred Compensation Plans.

Under current law, member contributions to 401(a) defined benefit plan such as LEOFF Plan 2
are includable in basic salary and are mandatory. Employer contributions are also mandatory, but
are not included in basic salary. Member contributions to a 457 Deferred Compensation Plan are
included in basic salary, however, employer contributions to a 457 Deferred Compensation Plan
are not always treated the same. The Board will be further studying under what circumstances
employer contributions to deferred compensation plans should be considered ‘basic salary”.

Purchase of Annuity

The Board studied whether to permit LEOFF Plan 2 retirees to purchase an actuarially equivalent
life annuity from the LEOFF Plan 2 retirement fund. Currently, Federal law provides that defined
contribution assets can be used to purchase increased defined benefits. The following questions
will need to be explored further:

* (Can defined contribution assets be used to purchase additional defined benefits that
would exceed the equivalent value of purchasing five years of service credit?

* Should all other Washington State pension plans be provided a similar enhancement?



Select Committee on Pension Policy
June 5, 2007
Page 2

Inflationary Adjustment for $150,000 Death Benefit

As you may be aware, the Board endorsed legislation recommended by the SCPP on this topic
(SHB 1266 - Addressing death benefits for public employees), which was passed with an
amendment removing the annual inflation increase. The Board is interested in working with the
SCPP to further study the effect of adding this inflationary adjustment to all the state retirement
plans which provide the $150,000 death benefit.

Military Service Death Benefit
The Legislature passed a bill in the 2007 session (SHB 1266 - Addressing death benefits for

public employees), which included an amendment providing the survivor of a Public Employees'
Retirement System Plan 2 member that left public employment and died while serving in the
uniformed services in Operation Enduring Freedom (Afghanistan) or Persian Gulf, Operation
Iraqi Freedom after January 1, 2007, a withdrawal benefit of 200 percent of accumulated
member's contributions. The Board would like to study extending a military service death benefit
to the other pension plans, including LEOFF Plan 2.

Fish and Wildlife Enforcement Officer Service Credit Transfer

The Board has studied permitting Department of Fish and Wildlife Enforcement Officers to
transfer service credit earned in the Public Employees' Retirement System (PERS) Plan 2 as
enforcement officers prior to July 2003 into the Law Enforcement Officers' and Fire Fighters'
Retirement System (LEOFF) Plan 2. Prior groups that have been allowed membership to LEOFF
Plan 2 have had the option of transferring their previous service credit. Other systems have also
had the opportunity to make similar transfers when changing systems.

Please feel free to contact me or Steve Nelsen, LEOFF 2 Board Executive Director, should you
have any questions or like any additional information. Steve can be reached at (360) 586-2320 or
steve.nelsen@leoff.wa.gov, and I can be contacted at (360) 943-3030 or pres@wscff.org.

We would be happy to meet with you to discuss these topics at an upcoming SCPP or LEOFF
Plan 2 Retirement Board meeting. Thank you for your consideration and we look forward to
working with you.

cc: Matt Smith, State Actuary



WASHINGTON STATE PATROL TROOPERS ASSOCIATIO!

200 UNION AVE. SE STE. 200, OLYMPIA, WA 98501 (360) 704-7530 FAX (360) 704-75.

July 13, 2007

Representative Steve Conway, Chairman RECEIV E D

Select Committee on Pension Policy

307 John L. O'Brien Building JUL 17 2007
PO Box 40600 Office of
Olympia, WA 98504-0600 The State Actuary

Re: Survivorship options for WSPRS
Dear Representative Conway:

Congratulations on being appointed Chairman of the SCPP. I was appreciative of your
willingness to conduct a discussion of survivor benefit option issues. I'm writing to let you know
about some survivorship issues of interest to the Troopers Association that I hope you will
include in the discussion.

1. “Option B” survivor benefits. In 2000 the Legislature enacted RCW 43.43.278 which -
allowed retiring Troopers to elect a reduced monthly pension to provide their survivor
with a COLA. We would like the Committee to consider three actuarially equivalent
modifications to that option:

a. Allow retirees who remarry after retirement to select the option;
b. Allowing a pop-up option in the event of divorce; and
c. Allow persons who were retired before the effective date of the option an

opportunity to select it.

2. Provide the in-service death benefit for Troopers who while on military leave serving in
Iraq or Afghanistan.

Thank you for your consideration of including these issues in the survivor benefit discussion.

Sincerely,

.-'/‘
“““ 7 ek
//\}; .&}J\&r\,_:
[

Tom Pillow

cc: Matt Smith
Jeff Wickman
Dave Nelsen




ga b~ W N

10
11
12
13
14
15
16
17
18
19

Z-0913.1

House Bill 3007

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representatives Conway, Bailey, Fromhold, and Crouse; by request
of Select Conmttee on Pension Policy and LECFF Plan 2 Retirenent Board

AN ACT Relating to the survivor benefits of enployees who die while
honorably serving in the national guard or mlitary reserves during a
period of war; and anending RCW 41.26.160, 41.26.510, 43.43.270,
43. 43. 295, 41.32.520, 41.32.805, 41.32.895, 41.35.460, 41.35.710,
41. 37. 250, 41.40.270, 41.40.700, and 41.40. 835.

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

Sec. 1. RCWA41.26.160 and 2005 ¢ 62 s 1 are each anended to read
as follows:

(1) In the event of the duty connected death of any nenber who is
in active service, or who has vested under the provisions of RCW
41.26.090 with twenty or nore service credit years of service, or who
is on duty connected disability leave or retired for duty connected
disability, or upon the death of a nenber who has left the enploy of an
enpl oyer due to service in the national guard or mlitary reserves and
dies while honorably serving in the national guard or mlitary reserves
during a period of war as defined in RCW 41.04.005, the surviving
spouse shall becone entitled, subject to RCW 41.26.162, to receive a
nmonthly all owance equal to fifty percent of the final average salary at
the date of death if active, or the anount of retirenment allowance the

p. 1 HB 3007
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vested nenber would have received at age fifty, or the amount of the
retirement allowance such retired nenber was receiving at the time of
death if retired for duty connected disability. The anount of this
al l owance will be increased five percent of final average salary for
each child as defined in RCW 41.26.030(7), subject to a maxinum
conbi ned al | owance of sixty percent of final average salary: PROVI DED,
That if the child or children is or are in the care of a |egal
guardi an, paynent of the increase attributable to each child wll be
made to the child' s legal guardian or, in the absence of a |egal
guardian and if the nenber has created a trust for the benefit of the
child or children, paynent of the increase attributable to each child
wll be made to the trust.

(2) If at the tinme of the duty connected death of a vested nenber
with twenty or nore service credit years of service as provided in
subsection (1) of this section or a nenber retired for duty connected
disability, or at the tinme of the death of a nenber who has left the
enploy of an enployer due to service in the national gquard or mlitary
reserves and dies while honorably serving in the national guard or
mlitary reserves during a period of war as defined in RCW41. 04. 005,
t he surviving spouse has not been lawfully married to such nmenber for

one year prior to retirenment or separation from service if a vested
menber, the surviving spouse shall not be eligible to receive the
benefits under this section: PROVIDED, That if a nenber dies as a
result of a disability incurred in the line of duty or while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW41.04.005, then if he or she was married at the
time he or she was disabled or left the enploy of an enployer due to
service in the national guard or mlitary reserves during a period of
war as defined in RCW41. 04. 005, the surviving spouse shall be eligible
to receive the benefits under this section.

(3) If there be no surviving spouse eligible to receive benefits at
the tinme of such nenber's duty connected death, then the child or
children of such nenber shall receive a nonthly allowance equal to
thirty percent of final average salary for one child and an additi onal
ten percent for each additional child subject to a maxi mum conbi ned
paynment, under this subsection, of sixty percent of final average
salary. Wen there cease to be any eligible children as defined in RCW
41. 26.030(7), there shall be paid to the |l egal heirs of the nenber the

HB 3007 p. 2
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excess, if any, of accunulated contributions of the nenber at the tinme
of death over all paynents nade to survivors on his or her behal f under

this chapter: PROVI DED, That paynents wunder this subsection to
children shall be prorated equally anong the children, if nore than
one. If the nmenber has created a trust for the benefit of the child or

children, the paynent shall be made to the trust.

(4) In the event that there is no surviving spouse eligible to
receive benefits under this section, and that there be no child or
children eligible to receive benefits under this section, then the
accunul ated contri butions shall be paid to the estate of the nenber.

(5) If a surviving spouse receiving benefits under this section
remarries after June 13, 2002, the surviving spouse shall continue to
receive the benefits under this section.

(6) If a surviving spouse receiving benefits under the provisions
of this section thereafter dies and there are children as defined in
RCW 41. 26.030(7), paynent to the spouse shall cease and the child or
children shall receive the benefits as provided in subsection (3) of
this section.

(7) The payment provided by this section shall becone due the day
following the date of death and paynents shall be retroactive to that
dat e.

Sec. 2. RCW41.26.510 and 2006 ¢ 345 s 1 are each anended to read
as follows:

(1) Except as provided in RCW 11.07.010, if a nenmber or a vested
menber who has not conpleted at least ten years of service dies, the
anount of the accunulated contributions standing to such nmenber's
credit in the retirenment system at the tinme of such nenber's death
| ess any anount identified as owing to an obligee upon w thdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670, shall be paid to the nenber's estate, or such person or
persons, trust, or organization as the nenber shall have nonm nated by
witten designation duly executed and filed with the departnent. | f
there be no such designated person or persons still living at the tine
of the nmenber's death, such nmenber's accunul ated contributions standi ng
to such nenber's credit in the retirenent system |ess any anount
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW 41.50. 670,
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shall be paid to the nenber's surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber's | egal representatives.

(2) I'f a menber who is eligible for retirenent or a nenber who has
conpleted at |east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either

(a) A retirenent allowance conputed as provided for in RCW
41. 26.430, actuarially reduced by the anmount of any |lunp sum benefit
identified as owing to an obligee upon wthdrawal of accunulated
contributions pursuant to a court order filed under RCW41.50.670 and
actuarially adjusted to reflect a joint and one hundred percent
survivor option under RCW41. 26.460 and if the nmenber was not eligible
for normal retirenent at the date of death a further reduction as
described in RCW 41.26.430; if a surviving spouse who is receiving a
retirement allowance dies leaving a child or children of the nenber
under the age of mpjority, then such child or children shall continue
to receive an allowance in an anmount equal to that which was being
received by the surviving spouse, share and share alike, until such
child or children reach the age of majority; if there is no surviving
spouse eligible to receive an allowance at the tinme of the nmenber's
deat h, such nenber's child or children under the age of majority shal
receive an allowance share and share alike calculated as herein
provi ded maki ng the assunption that the ages of the spouse and nenber
were equal at the time of the nenber's death; or

(b)(i) The nmenber's accunulated contributions, |ess any anobunt
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW41.50.670; or

(i) If the menber dies on or after July 25, 1993, one hundred
fifty percent of the nenber's accunulated contributions, |ess any
anount identified as owng to an obligee upon w thdrawal of accumnul ated
contributions pursuant to a court order filed under RCW41.50.670. Any
accunmul ated contributions attributable to restorati ons nade under RCW
41.50. 165(2) shall be refunded at one hundred percent.

(3) If a menber who is eligible for retirenment or a nenber who has
conpleted at |east ten years of service dies after Cctober 1, 1977, and
is not survived by a spouse or an eligible child, then the accumul at ed
contributions standing to the nenber's credit, Iless any anount
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identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50.670,
shal | be paid:

(a) To an estate, a person or persons, trust, or organization as
the nenber shall have nom nated by witten designation duly executed
and filed with the departnent; or

(b) If there is no such designated person or persons still Iiving
at the time of the nenber's death, then to the nenber's |egal
representatives.

(4) The retirenent allowance of a nmenber who is killed in the
course of enploynment, as determ ned by the director of the departnent
of labor and industries, or the retirenent allowance of a nenber who
has left the enploy of an enployer due to service in the national guard
or mlitary reserves and dies while honorably serving in the national
guard or mlitary reserves during a period of war as defined in RCW
41.04.005, is not subject to an actuarial reduction. The nmenber's
retirement allowance is conputed under RCW 41. 26. 420.

(5 The retirenent allowance paid to the spouse and dependent
children of a nenber who is killed in the course of enploynent, as set
forth in RCW 41.05.011(14), shall include reinbursenent for any
paynents of premumrates to the Washington state health care authority
pursuant to RCW 41. 05. 080.

Sec. 3. RCWA43.43.270 and 2006 ¢ 94 s 1 are each anmended to read
as follows:

For menbers comm ssioned prior to January 1, 2003:

(1) The normal formof retirenent allowance shall be an all owance
whi ch shall continue as |ong as the nenber |ives.

(2) If a menber should die while in service, or a nenber |eaves the
enpl oy of the enployer due to service in the national guard or mlitary
reserves and dies while honorably serving in the national guard or
mlitary reserves during a period of war as defined in RCW41. 04. 005,
the nenber's |awful spouse shall be paid an all owance which shall be
equal to fifty percent of the average final salary of the nenber. | f
t he nenber should die after retirenment the nenber's | awful spouse shal
be paid an all owance which shall be equal to the retirenment allowance
t hen payable to the nenber or fifty percent of the final average salary
used in conputing the nenber's retirenent allowance, whichever is |ess.
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The all owance paid to the | awful spouse shall continue as |long as the
spouse |ives: PROVI DED, That if a surviving spouse who IS receiving
benefits wunder this subsection nmarries another nenber of this
retirement system who subsequently predeceases such spouse, the spouse
shall then be entitled to receive the higher of the two survivors'
al l onances for which eligibility requirenents were net, but a surviving
spouse shall not receive nore than one survivor's allowance fromthis
system at the sane tinme under this subsection. To be eligible for an
al l onance the lawful surviving spouse of a retired nenber shall have
been married to the nenber prior to the nenber's retirenent and
continuously thereafter until the date of the nmenber's death or shal
have been married to the retired nmenber at | east two years prior to the
menber's death. The allowance paid to the | awful spouse may be divided
with an ex spouse of the nenber by a dissolution order as defined in
RCW 41.50.500(3) incident to a divorce occurring after July 1, 2002.
The dissolution order nust specifically divide both the nenber's
benefit and any spousal survivor benefit, and nust fully conmply with
RCW 41. 50. 670 and 41. 50. 700.

(3) If a nmenber should die, either while in service or after
retirement, the nmenber's surviving unmarried children under the age of
ei ghteen years shall be provided for in the foll ow ng manner:

(a) If there is a surviving spouse, each child shall be entitled to
a benefit equal to five percent of the final average salary of the
menber or retired nenber. The conbined benefits to the surviving
spouse and all children shall not exceed sixty percent of the final
average salary of the nenber or retired nenber; and

(b) If there is no surviving spouse or the spouse should die, the
child or children shall be entitled to a benefit equal to thirty
percent of the final average salary of the nenber or retired nenber for
one child and an additional ten percent for each additional child. The
conbi ned benefits to the children under this subsection shall not
exceed sixty percent of the final average salary of the nenber or
retired nmenber. Paynments under this subsection shall be prorated
equal |y anong the children, if nore than one.

(4) If a menber should die in the line of duty while enployed by
the Washington state patrol, or a nenber |eaves the enploy of the
enpl oyer due to service in the national guard or mlitary reserves and
dies while honorably serving in the national guard or mlitary reserves
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during a period of war as defined in RCW 41.04.005, the nmenber's
surviving children under the age of twenty years and el even nonths if
attendi ng any high school, college, university, or vocational or other
educational institution accredited or approved by the state of
Washi ngton shall be provided for in the foll ow ng manner:

(a) If there is a surviving spouse, each child shall be entitled to
a benefit equal to five percent of the final average salary of the
menber. The conbi ned benefits to the surviving spouse and all children
shall not exceed sixty percent of the final average salary of the
menber ;

(b) If there is no surviving spouse or the spouse should die, the
unmarried child or children shall be entitled to receive a benefit
equal to thirty percent of the final average salary of the nenber or
retired nmenber for one child and an additional ten percent for each
addi tional child. The conbi ned benefits to the children under this
subsection shall not exceed sixty percent of the final average sal ary.
Paynments under this subsection shall be prorated equally anong the
children, if nore than one; and

(c) If a beneficiary under this subsection reaches the age of
twenty-one years during the mddle of a termof enroll nent the benefit
shall continue until the end of that term

(5)(a) The provisions of this section shall apply to nmenbers who
have been retired on disability as provided in RCW 43.43.040 if the
of ficer was a nenber of the Washi ngton state patrol retirenment system
at the time of such disability retirenent.

(b) For the purposes of this subsection, average final salary as
used in subsection (2) of this section neans:

(i) For menbers comm ssioned prior to January 1, 2003, the average
mont hly sal ary received by active nenbers of the patrol of the rank at
whi ch the nenber becane disabled, during the two years prior to the
deat h of the disabl ed nenber; and

(ii1) For nmenbers conm ssioned on or after January 1, 2003, the
average nonthly salary received by active nenbers of the patrol of the
rank at which the nenber becane disabled, during the five years prior
to the death of the disabled nenber.

(c) The changes to the definitions of average final salary for the
survivors of disabled nenbers in this subsection shall apply
retroactively. The departnent shall correct future paynents to
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eligible survivors of nmenbers disabled prior to June 7, 2006, and, as
soon as admnistratively practicable, pay each survivor a lunp sum
paynment reflecting the difference, as determned by the director,
bet ween the survivor benefits previously received by the nenber, and
t hose the nmenber woul d have received under the definitions of average
final salary created in chapter 94, Laws of 2006.

Sec. 4. RCW43.43.295 and 2004 ¢ 171 s 1 are each anended to read
as follows:

(1) For nenbers comm ssioned on or after January 1, 2003, except as
provided in RCW11.07.010, if a nenber or a vested nenber who has not
conpleted at least ten years of service dies, the anount of the
accunul ated contributions standing to such nenber's credit in the
retirenment systemat the tinme of such nenber's death, |ess any anmpbunt
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW 41.50.670,
shall be paid to the nenber's estate, or such person or persons, trust,

or organization as the nenber shall have nomnated by witten
designation duly executed and filed with the departnent. |If there be
no such designated person or persons still living at the tine of the

menber's death, such nenber's accunulated contributions standing to
such nenber's credit in the retirenent system |ess any anount
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50.670,
shall be paid to the nenber's surviving spouse as if in fact such
spouse had been nominated by witten designation, or if there be no
such surviving spouse, then to such nenber's | egal representatives.

(2) I'f a menber who is eligible for retirenent or a nenber who has
conpleted at |east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either

(a) A retirenent allowance conputed as provided for in RCW
43. 43. 260, actuarially reduced, except under subsection (4) of this
section, by the amount of any lunp sum benefit identified as owng to
an obligee upon wthdrawal of accunul ated contri butions pursuant to a
court order filed under RCW 41.50.670 and actuarially adjusted to
reflect a joint and one hundred percent survivor option under RCW
43.43.278 and if the nenber was not eligible for normal retirenment at
the date of death a further reduction fromage fifty-five or when the
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menber could have attained twenty-five years of service, whichever is
less; if a surviving spouse who is receiving a retirenent allowance
dies leaving a child or children of the nenber under the age of
majority, then such child or children shall continue to receive an
al l owance in an anount equal to that which was being received by the
survi ving spouse, share and share alike, until such child or children
reach the age of majority; if there is no surviving spouse eligible to
receive an allowance at the tinme of the nenber's death, such nenber's
child or children under the age of majority shall receive an all owance
share and share alike calculated under this section mneking the
assunption that the ages of the spouse and nenber were equal at the
time of the menber's death; or

(b)(i) The nenber's accunulated contributions, |ess any anobunt
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW41.50.670; or

(ti) If the nenber dies, one hundred fifty percent of the nenber's
accunul ated contributions, |ess any anount identified as owng to an
obligee upon wthdrawal of accumulated contributions pursuant to a
court order filed under RCW41l.50.670. Any accunul ated contri butions
attributable to restorations mnade under RCW 41.50.165(2) shall be
refunded at one hundred percent.

(3) If a menber who is eligible for retirement or a nenber who has
conpleted at | east ten years of service dies, and is not survived by a
spouse or an eligible child, then the accunulated contributions
standing to the nenber's credit, |less any anount identified as owng to
an obligee upon w thdrawal of accumul ated contributions pursuant to a
court order filed under RCW41.50.670, shall be paid:

(a) To an estate, a person or persons, trust, or organization as
the nenber shall have nom nated by witten designation duly executed
and filed with the departnent; or

(b) If there is no such designated person or persons still Iiving
at the time of the nenber's death, then to the nenber's |egal
representatives.

(4) The retirenent allowance of a nmenber who is killed in the
course of enploynment, as determ ned by the director of the departnent
of labor and industries, or the retirenent allowance of a nenber who
has left the enploy of an enployer due to service in the national guard

p. 9 HB 3007



w N

©O© 00 N o o b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

or mlitary reserves and dies while honorably serving in the national
quard or nmilitary reserves during a period of war as defined in RCW
41.04. 005, is not subject to an actuarial reduction.

Sec. 5. RCW41.32.520 and 2003 ¢ 155 s 1 are each anended to read
as follows:

(1) Except as specified in subsection (3) of this section, upon
recei pt of proper proofs of death of any nenber before retirenent or
before the first installnment of his or her retirenent all owance shal
beconme due his or her accunulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW 41.50. 670,
and/ or other benefits payable upon his or her death shall be paid to
his or her estate or to such persons, trust, or organization as he or
she shall have nom nated by witten designation duly executed and fil ed

with the departnent. If a nmenber fails to file a new beneficiary
desi gnation subsequent to narriage, divorce, or reestablishnment of
menbership followng termnation by wthdrawal, | apsati on, or

retirenment, paynent of his or her accunul ated contri butions, |ess any
anount identified as owng to an obligee upon w thdrawal of accumnul ated
contributions pursuant to a court order filed under RCW 41.50.670,
and/ or other benefits upon death before retirenent shall be nade to the
surviving spouse, if any; otherwise, to his or her estate. I|f a nenber
had established ten or nore years of WAshington nenbership service
credit or was eligible for retirenment, the beneficiary or the surviving
spouse if otherwise eligible may elect, in lieu of a cash refund of the
menber's accunul ated contributions, the follow ng survivor benefit plan
actuarially reduced, except under subsection (4) of this section, by
the anmount of any lunp sum benefit identified as owing to an obligee
upon wi t hdrawal of accunul ated contributions pursuant to a court order
filed under RCW41.50. 670:

(a) A widow or widower, without a child or children under eighteen
years of age, may elect a nonthly paynent of fifty dollars to becone
effective at age fifty, provided the nenber had fifteen or nore years
of Washi ngton nenbership service credit. A benefit paid under this
subsection (1)(a) shall termnate at the marriage of the beneficiary.

(b) The beneficiary, if a surviving spouse or a dependent (as that
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termis used in conputing the dependent exenption for federal internal
revenue purposes) may elect to receive a joint and one hundred percent
retirenment allowance under RCW 41. 32. 530.

(i) I'n the case of a dependent child the all owance shall continue
until attainment of majority or so long as the departnment judges that
the circunstances which created his or her dependent status continue to
exist. In any case, if at the tinme dependent status ceases, an anount
equal to the anount of accunul ated contributions of the deceased nenber
has not been paid to the beneficiary, the remainder shall then be paid
in alunp sumto the beneficiary.

(iit) If at the tinme of death, the nmenber was not then qualified for
a service retirenent allowance, the benefit shall be based upon the
actuarial equivalent of the sum necessary to pay the accrued regul ar
retirement allowance comrenci ng when the deceased nenber would have
first qualified for a service retirement all owance.

(2) If no qualified beneficiary survives a nenber, at his or her
death his or her accunul ated contributions, |ess any anmount identified
as owng to an obligee upon wthdrawal of accunulated contributions
pursuant to a court order filed under RCW41.50.670, shall be paid to
his or her estate, or his or her dependents may qualify for survivor
benefits under benefit plan (1)(b) in lieu of a cash refund of the
menbers accunul ated contributions in the follow ng order: W dow or
wi dower, guardi an of a dependent child or children under age ei ghteen,
or dependent parent or parents.

(3) If a nenber dies within sixty days follow ng application for
disability retirement under RCW 41.32.550, the beneficiary nanmed in the
application may elect to receive the benefit provided by:

(a) This section; or

(b) RCW 41.32.550, according to the option chosen under RCW
41.32.530 in the disability application.

(4) The retirenent allowance of a nenber who is killed in the
course of enploynment, as determ ned by the director of the departnent
of labor and industries, or the retirenent allowance of a nenber who
has left the enploy of an enployer due to service in the national guard
or mlitary reserves and dies while honorably serving in the national
guard or mlitary reserves during a period of war as defined in RCW
41.04.005, is not subject to an actuarial reduction. The nmenber's
retirement allowance is conputed under RCW 41. 32. 480.
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Sec. 6. RCW41.32.805 and 2003 ¢ 155 s 2 are each anended to read
as follows:

(1) Except as provided in RCW 11.07.010, if a nenmber or a vested
menber who has not conpleted at least ten years of service dies, the
anmount of the accunulated contributions standing to such nmenber's
credit in the retirenent system |ess any anount identified as owng to
an obligee upon withdrawal of accunul ated contributions pursuant to a
court order filed under RCW 41.50.670, at the tine of such nmenber's
death shall be paid to the nenber's estate, or such person or persons,
trust, or organization as the nmenber shall have nom nated by witten
designation duly executed and filed with the departnment. |If there be
no such designated person or persons still living at the tine of the
menber's death, such nenber's accunulated contributions standing to
such nenber's credit in the retirenment system |ess any anount
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW 41.50.670,
shall be paid to the nenber's surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber's | egal representatives.

(2) I'f a menber who is eligible for retirenent or a nenber who has
conpleted at |east ten years of service dies, the surviving spouse or
eligible children shall elect to receive either

(a) A retirenent allowance conputed as provided for in RCW
41.32.765, actuarially reduced by the anmount of any |lunp sum benefit
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW41.50.670 and
actuarially adjusted to reflect a joint and one hundred percent
survivor option under RCW41. 32. 785 and, except under subsection (4) of
this section, if the nenber was not eligible for normal retirenment at
the date of death a further reduction as described in RCW41.32.765; if
a surviving spouse who is receiving a retirenent allowance dies | eaving
a child or children of the nmenber under the age of mpjority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority; if there is no surviving spouse eligible to receive an
al l omance at the tinme of the nenber's death, such nenber's child or
children under the age of majority shall receive an all owance share and
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share alike calculated as herein provided making the assunption that
the ages of the spouse and nenber were equal at the tine of the
menber' s death; or

(b) The nenber's accunmulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670.

(3) If a menber who is eligible for retirement or a nenber who has
conpl eted at |east ten years of service dies after Cctober 1, 1977, and
is not survived by a spouse or an eligible child, then the accumul at ed
contributions standing to the nenber's credit, Iless any anount
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shal | be paid:

(a) To an estate, a person or persons, trust, or organization as
the nenber shall have nom nated by witten designation duly executed
and filed with the departnent; or

(b) If there is no such designated person or persons still |iving
at the time of the nenber's death, then to the nenber's |egal
representatives.

(4 A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of [abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national gquard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW 41.04.005, is not subject to an actuarial
reducti on under RCW 41. 32. 765. The menber's retirenent allowance is
conput ed under RCW 41. 32. 760.

Sec. 7. RCW41.32.895 and 2003 ¢ 155 s 3 are each anended to read
as follows:

(1) If a nenber dies prior to retirenent, the surviving spouse or
eligible child or children shall receive a retirement allowance
conputed as provided in RCW41. 32. 851 actuarially reduced to reflect a
joint and one hundred percent survivor option and, except under
subsection (2) of this section, if the nenber was not eligible for
normal retirenent at the date of death a further reduction as descri bed
in RCW41. 32. 875.
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| f the surviving spouse who is receiving the retirenent all owance
dies leaving a child or children under the age of majority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority.

If there is no surviving spouse eligible to receive an all owance at
the time of the nenber's death, such nmenber's child or children under
the age of majority shall receive an allowance, share and share alike.
The al l owance shall be calculated with the assunption that the age of
t he spouse and nenber were equal at the tinme of the nenber's death.

(2) A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of |abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national gquard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW 41.04.005, is not subject to an actuarial
reducti on under RCW 41. 32. 875. The menber's retirenent allowance is
conput ed under RCW 41. 32. 840.

Sec. 8. RCW41.35.460 and 2003 ¢ 155 s 4 are each anended to read
as follows:

(1) Except as provided in RCW 11.07.010, if a nenmber or a vested
menber who has not conpleted at least ten years of service dies, the
anount of the accunulated contributions standing to such nmenber's
credit in the retirenment system at the tinme of such nenber's death
| ess any anount identified as owing to an obligee upon w thdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670, shall be paid to the nenber's estate, or such person or
persons, trust, or organi zation as the nenber shall have nonm nated by
witten designation duly executed and filed with the departnent. | f
there be no such designated person or persons still living at the tine
of the nmenber's death, such nmenber's accunul ated contributions standi ng
to such nenber's credit in the retirenment system |ess any anount
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW 41.50. 670,
shall be paid to the nenber's surviving spouse as if in fact such
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spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber's | egal representatives.

(2) I'f a menber who is eligible for retirement or a nenber who has
conpl eted at |east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either

(a) A retirenent allowance conputed as provided for in RCW
41. 35.420, actuarially reduced by the anmount of any |lunp sum benefit
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW41.50.670 and
actuarially adjusted to reflect a joint and one hundred percent
survivor option under RCW41. 35.220 and, except under subsection (4) of
this section, if the nenber was not eligible for normal retirenment at
the date of death a further reduction as described in RCWA41.35.420; if
a surviving spouse who is receiving a retirenent allowance dies | eaving
a child or children of the nenber under the age of mgjority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority; if there is no surviving spouse eligible to receive an
al l omance at the tinme of the nenber's death, such nenber's child or
children under the age of majority shall receive an all owance, share
and share alike, calculated as herein provided making the assunption
that the ages of the spouse and nenber were equal at the tinme of the
menber' s death; or

(b) The nenber's accumulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunulated
contributions pursuant to a court order filed under RCW41.50. 670.

(3) If a menber who is eligible for retirenment or a nenber who has
conpleted at | east ten years of service dies and is not survived by a
spouse or an eligible child, then the accunulated contributions
standing to the nenber's credit, |less any anount identified as owng to
an obligee upon wthdrawal of accunul ated contri butions pursuant to a
court order filed under RCW41.50.670, shall be paid:

(a) To a person or persons, estate, trust, or organization as the
menber shall have nom nated by witten designation duly executed and
filed with the departnent; or

(b) If there is no such designated person or persons still Iiving
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at the time of the nenber's death, then to the nenber's |egal
representatives.

(4) A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of [abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national guard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW 41.04.005, is not subject to an actuarial
reducti on under RCW 41. 35. 420. The menber's retirenent allowance is
conput ed under RCW 41. 35. 400.

Sec. 9. RCW41.35.710 and 2003 ¢ 155 s 5 are each anended to read
as follows:

(1) If a nenber dies prior to retirenment, the surviving spouse or
eligible child or children shall receive a retirement allowance
conputed as provided in RCW41. 35.620 actuarially reduced to reflect a
joint and one hundred percent survivor option and, except under
subsection (2) of this section, if the nenber was not eligible for
normal retirenent at the date of death a further reduction as descri bed
in RCW 41. 35. 680.

| f the surviving spouse who is receiving the retirenent all owance
dies leaving a child or children under the age of majority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority.

If there is no surviving spouse eligible to receive an all owance at
the time of the nenber's death, such menber's child or children under
the age of majority shall receive an allowance, share and share alike.
The al l owance shall be calculated with the assunption that the age of
t he spouse and nenber were equal at the tinme of the nenber's death.

(2) A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of [abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national guard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW 41.04.005, is not subject to an actuarial
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reducti on under RCW 41. 35. 680. The nenber's retirenent all owance is
conput ed under RCW 41. 35. 620.

Sec. 10. RCW41.37.250 and 2005 ¢ 327 s 7 are each anended to read
as follows:

(1) Except as provided in RCW 11.07.010, if a nenber or a vested
menber who has not conpleted at least ten years of service dies, the
anount of the accunulated contributions standing to that mnmenber's
credit in the retirement systemat the tine of the nenber's death, |ess
any amount identified as owing to an obligee upon wthdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670, shall be paid to the nenber's estate, or the person or
persons, trust, or organi zation as the nenber shall have non nated by
witten designation duly executed and filed with the departnent. | f
there is no designated person or persons still living at the tinme of
the nenber's death, the nenber's accunul ated contributions standing to
the nenber's credit in the retirenent system |ess any anount
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50.670,
shall be paid to the nenber's surviving spouse as if in fact that
spouse had been nom nated by witten designation, or if there is no
surviving spouse, then to the nenber's |egal representatives.

(2) I'f a menber who is eligible for retirenent or a nenber who has
conpleted at |east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive either

(a) A retirenent allowance conputed as provided for in RCW
41.37.210, actuarially reduced by the anount of any |unp sum benefit
identified as owing to an obligee upon wthdrawal of accumulated
contributions pursuant to a court order filed under RCW41.50.670 and
actuarially adjusted to reflect a joint and one hundred percent
survivor option under RCW41.37.170 and, except under subsection (4) of
this section, if the nenber was not eligible for normal retirenment at
the date of death a further reduction as described in RCW41.37.210; if
a surviving spouse who is receiving a retirenent allowance dies | eaving
a child or children of the nenber under the age of mpjority, then the
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, until the child or children reach the age of majority;
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if there is no surviving spouse eligible to receive an all owance at the
time of the nenber's death, the nmenber's child or children under the
age of mmjority shall receive an allowance, share and share alike,
cal cul ated under this section nmaking the assunption that the ages of
t he spouse and nenber were equal at the tinme of the nenber's death; or

(b) The nenber's accumulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW 41.50. 670.

(3) If a menber who is eligible for retirement or a nenber who has
conpleted at | east ten years of service dies and is not survived by a
spouse or an eligible child, then the accunulated contributions
standing to the nenber's credit, |less any anount identified as owng to
an obligee upon w thdrawal of accumul ated contributions pursuant to a
court order filed under RCW41.50.670, shall be paid:

(a) To a person or persons, estate, trust, or organization as the
menber shall have nomi nated by witten designation duly executed and
filed with the departnent; or

(b) If there is no designated person or persons still living at the
time of the nmenber's death, then to the nenber's | egal representatives.

(4 A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of |abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national gquard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCWA41.04.005, is not subject to reduction under RCW
41. 37. 210. The nmenber's retirenent allowance is conputed under RCW
41. 37. 190.

Sec. 11. RCWA41.40.270 and 2003 ¢ 155 s 6 are each anended to read
as follows:

(1) Except as specified in subsection (4) of this section, should
a nmenber die before the date of retirenent the anount of the
accunul ated contributions standing to the nenber's credit in the
enpl oyees' savings fund, less any anmount identified as owing to an
obligee upon wthdrawal of accunulated contributions pursuant to a
court order filed under RCW41.50.670, at the tinme of death:

(a) Shall be paid to the nenber's estate, or such person or
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persons, trust, or organization as the nenber shall have nonm nated by
witten designation duly executed and filed with the departnent; or

(b) If there be no such designated person or persons still Iiving
at the time of the nenber's death, or if a nenber fails to file a new
beneficiary desi gnati on subsequent to marriage, renmarri age, dissolution
of marriage, divorce, or reestablishnment of nenbership follow ng
term nation by wi t hdr awal or retirenent, such accumul at ed
contributions, |ess any anount identified as owing to an obligee upon
wi t hdrawal of accumul ated contributions pursuant to a court order filed
under RCW 41.50.670, shall be paid to the surviving spouse as if in
fact such spouse had been nomnated by witten designation as
aforesaid, or if there be no such surviving spouse, then to the
menber's | egal representatives.

(2) Upon the death in service, or while on authorized |eave of
absence for a period not to exceed one hundred and twenty days fromthe
date of payroll separation, of any nenber who is qualified but has not
applied for a service retirenment allowance or has conpleted ten years
of service at the time of death, the designated beneficiary, or the
surviving spouse as provided in subsection (1) of this section, my
el ect to waive the paynent provided by subsection (1) of this section.
Upon such an election, a joint and one hundred percent survivor option
under RCW 41.40.188, calculated wunder the retirenment allowance
described in RCW 41.40.185 or 41.40.190, whichever 1is greater,
actuarially reduced, except under subsection (5) of this section, by
the amount of any lunp sum benefit identified as owing to an obligee
upon wi t hdrawal of accunul ated contributions pursuant to a court order
filed under RCW 41.50.670 shall automatically be given effect as if
selected for the benefit of the designated beneficiary. |f the nmenber
is not then qualified for a service retirenment all owance, such benefit
shal |l be based upon the actuarial equivalent of the sum necessary to
pay the accrued regular retirenment allowance comrencing when the
deceased nmenber would have first qualified for a service retirenent
al | owance.

(3) Subsection (1) of this section, unless elected, shall not apply
to any nmenber who has applied for service retirenment in RCWA41. 40. 180,
as now or hereafter anmended, and thereafter dies between the date of
separation from service and the nenber's effective retirenent date
where the nenber has selected a survivorship option under RCW
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41.40.188. In those cases the beneficiary named in the nenber's final
application for service retirenment may elect to receive either a cash
refund, less any anmount identified as owing to an obligee upon
wi t hdrawal of accumul ated contributions pursuant to a court order filed
under RCW 41.50.670, or nonthly paynents according to the option
sel ected by the nenber.

(4) If a nenber dies within sixty days follow ng application for
disability retirement under RCW 41.40. 230, the beneficiary named in the
application may elect to receive the benefit provided by:

(a) This section; or

(b) RCW 41.40.235, according to the option chosen under RCW
41.40.188 in the disability application.

(5) The retirenment allowance of a nenber who is killed in the
course of enploynment, as determ ned by the director of the departnent
of labor and industries, or the retirenent allowance of a nenber who
has left the enploy of an enployer due to service in the national guard
or mlitary reserves and dies while honorably serving in the national
guard or mlitary reserves during a period of war as defined in RCW
41.04.005, is not subject to an actuarial reduction. The nmenber's
retirement allowance is conputed under RCW 41. 40. 185.

Sec. 12. RCW41.40.700 and 2007 ¢ 487 s 8 are each anended to read
as follows:

(1) Except as provided in RCW 11.07.010, if a nenber or a vested
menber who has not conpleted at least ten years of service dies, the
anount of the accunulated contributions standing to such nmenber's
credit in the retirenment system at the tinme of such nenber's death
| ess any anount identified as owing to an obligee upon w thdrawal of
accunul ated contributions pursuant to a court order filed under RCW
41.50.670, shall be paid to the nmenber's estate, or such person or
persons, trust, or organization as the nenber shall have nonm nated by
witten designation duly executed and filed with the departnent. | f
there be no such designated person or persons still living at the tine
of the nmenber's death, such nmenber's accunul ated contri butions standi ng
to such nenber's credit in the retirenment system |ess any anount
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
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shall be paid to the nenber's surviving spouse as if in fact such
spouse had been nom nated by witten designation, or if there be no
such surviving spouse, then to such nenber's | egal representatives.

(2) I'f a menber who is eligible for retirenent or a nenber who has
conpleted at |east ten years of service dies, the surviving spouse or
eligible child or children shall elect to receive one of the follow ng:

(a) A retirenent allowance conputed as provided for in RCW
41.40.630, actuarially reduced by the anmount of any |lunp sum benefit
identified as owing to an obligee upon wthdrawal of accunulated
contributions pursuant to a court order filed under RCW41.50.670 and
actuarially adjusted to reflect a joint and one hundred percent
survivor option under RCW41.40. 660 and, except under subsection (4) of
this section, if the nenber was not eligible for normal retirenment at
the date of death a further reduction as described in RCWA41.40.630; if
a surviving spouse who is receiving a retirenent allowance dies |eaving
a child or children of the nenber under the age of mgjority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority; if there is no surviving spouse eligible to receive an
al l omance at the tinme of the nenber's death, such nenber's child or
children under the age of mpjority shall receive an all owance share and
share alike calculated as herein provided making the assunption that
the ages of the spouse and nenber were equal at the tinme of the
menber' s death

(b) The nenber's accumulated contributions, |ess any anount
identified as owing to an obligee upon wthdrawal of accunul ated
contributions pursuant to a court order filed under RCW41.50.670; or

(c) For a nenber who | eaves the enploy of an enployer to enter the
uni fornmed services of the United States and who dies after January 1,
2007, while honorably serving in the unifornmed services of the United
States in Operation Enduring Freedom or Persian Gulf, Operation Iraqi
Freedom an amount equal to two hundred percent of the nenber's
accunul ated contributions, |ess any anount identified as owng to an
obligee upon wthdrawal of accunulated contributions pursuant to a
court order filed under RCW41.50. 670.

(3) If a menber who is eligible for retirenment or a nenber who has
conpleted at |east ten years of service dies after Cctober 1, 1977, and
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is not survived by a spouse or an eligible child, then the accunmul at ed
contributions standing to the nenber's credit, Iess any anount
identified as owing to an obligee upon wthdrawal of accumul ated
contributions pursuant to a court order filed under RCW 41.50. 670,
shal | be paid:

(a) To a person or persons, estate, trust, or organization as the
menber shall have nom nated by witten designation duly executed and
filed with the departnent; or

(b) If there is no such designated person or persons still |iving
at the time of the nenber's death, then to the nenber's |egal
representatives.

(4 A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of [abor and industries,
or a nenber who has left the enploy of an enployer due to service in
the national gquard or mlitary reserves and dies while honorably
serving in the national guard or mlitary reserves during a period of
war as defined in RCW 41.04.005, is not subject to an actuarial
reducti on under RCW 41. 40. 630. The menber's retirenent allowance is
conput ed under RCW 41. 40. 620.

Sec. 13. RCW41.40.835 and 2003 ¢ 155 s 8 are each anended to read
as follows:

(1) If a nenber dies prior to retirenent, the surviving spouse or
eligible child or children shall receive a retirement allowance
conputed as provided in RCW41.40.790 actuarially reduced to reflect a
joint and one hundred percent survivor option and, except under
subsection (2) of this section, if the nenber was not eligible for
normal retirenment at the date of death a further reduction as descri bed
in RCW 41. 40. 820.

| f the surviving spouse who is receiving the retirenent all owance
dies leaving a child or children under the age of majority, then such
child or children shall continue to receive an allowance in an anmount
equal to that which was being received by the surviving spouse, share
and share alike, wuntil such child or children reach the age of
majority.

If there is no surviving spouse eligible to receive an all owance at
the time of the nenber's death, such menber's child or children under
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the age of mgjority shall receive an all owance, share and share alike.
The al l owance shall be calculated wth the assunption that the age of
t he spouse and nenber were equal at the tinme of the nenber's death.
(2) A nenber who is killed in the course of enploynent, as
determ ned by the director of the departnent of [abor and industries,
or a nenber who has left the enploy of an enployer due to service in

the national quard or mlitary reserves and dies while honorably

serving in the national quard or mlitary reserves during a period of

war as defined in RCW 41.04.005, is not subject to an actuarial
reducti on under RCW 41. 40. 820. The nenber's retirenent allowance is
conput ed under RCW 41. 40. 790.

~-- END ---
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FISCAL NOTE

RESPONDING AGENCY: CODE: DATE: BILL NUMBERS:

Office of the State Actuary 035 1/24/08 HB 3007 / SB 6646

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 would provide an unreduced joint and survivor annuity to the survivor of a
member who dies in war while serving in the National Guard or Military Reserves.

Increase in Actuarial Liabilities

(Dollars in Millions) Current  Increase Total

Actuarial Present Value of Projected Benefits $64,274 1 $64,275
Unfunded Actuarial Accrued Liability 4,470 0 4,470
Unfunded Liability (PVCPB) $960 0 $960

Total Increase in Contribution Rates

Current Biennium PERS PSERS TRS SERS LEOFF WSPRS
Employee (Plan 2) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Employer 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
State 0.00%

Fiscal Costs

(Dollars in Millions) 2007-2009 2009-2011 25-Year

General Fund-State $0.0 0.0 $0.5

Total Employer $0.0 0.1 $1.7

See the Actuarial Results section of this Fiscal Note for additional detail.
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BENEFIT IMPROVEMENT TO PENSION SYSTEM
Summary of Benefit Improvement

This proposal impacts the Public Employees’ Retirement System (PERS) Plans 1, 2 and
3, the Teachers’ Retirement System (TRS) Plans 1, 2, and 3, the School Employees’
Retirement System (SERS) Plans 2 and 3, the Public Safety Employees’ Retirement
System (PSERS), the Law Enforcement Officers’ and Fire Fighters’ Retirement System
(LEOFF) Plans 1 and 2, and the Washington State Patrol Retirement System (WSPRS)
by increasing the benefits offered to survivors of members who leave employment to
serve in the National Guard or Military Reserves and die while serving honorably during
a period of war. Period of war is defined in RCW 41.04.005. Under this bill, a military
survivor who met the existing eligibility standard for a monthly annuity option is now
entitled to receive a survivor annuity that is not actuarially reduced for each year of
retirement prior to the normal retirement age of the specific system and plan.

Effective Date: 90 days after session
Current Situation

Death benefits are provided to qualifying survivors of deceased members in all systems
and plans. The eligibility for, and the value of, those survivor benefits differ according to
the specific statutory language contained in each section of retirement law. Except in
PERS Plan 2, the survivor benefits statutes of each system and plan do not provide
different death benefits or eligibility standards for survivors of members who separate
from employment for any type of military service and die while performing that service.
In these systems and plans, military death survivors are treated the same as a survivor of
a deceased member who separated for any other reason.

With the passage of 2SHB 1266 in the 2007 legislative session, a qualifying survivor of a
PERS Plan 2 member who separates from employment to enter the uniformed services of
the United States and dies while serving in the Irag and Afghanistan conflicts on or after
January 1, 2007 is entitled to the following:

e Arefund of 200% of the member’s retirement account balance; or
e A survivor annuity actuarially reduced to reflect the difference in age between
the age of the member at the time of death and age 65.

The survivor annuity portion of the benefit provided is typically actuarially reduced for
each year of retirement prior to the normal retirement age of that system/plan.

Members Impacted
We estimate that all 16,314 active members of LEOFF Plans 1 and 2, all 155,027 active

members of PERS Plans 1, 2 and 3, all 2,073 active members of PSERS Plan 2, all
50,818 active members of SERS Plans 2 and 3, all 67,736 active members of TRS Plans

O:\Fiscal Notes\2008\3007_6646.doc Page 2 of 9



1, 2 and 3, and all 1,022 active members of WSP Plans 1 and 2 could be affected by this
proposal through improved benefits. However, we only expect this to happen to
approximately 1 in 240,000 PERS members per year.

We estimate that for a typical survivor impacted by this bill, the increase in benefits
would be an unreduced annuity versus a reduced annuity. For example, the 30 year old
beneficiary of a 33 year old male, with 6 years of service in PERS 2 and a $44,000
average final salary, would annually receive a $400 reduced 100% joint and survivor
annuity, whereas the annual unreduced benefit would be a $4,000 joint and survivor
annuity.

Additionally, Plan 2 members would have increased contribution rates in future biennia.

WHY THIS BENEFIT HAS A COST AND WHO PAYS FOR IT
Why this Bill Has a Cost

This bill has a cost because it provides an unreduced joint and survivor annuity instead of
a reduced joint and survivor annuity.

Who will Pay for these Costs

This bill does not allow for an alternate funding method. The individual plans will
subsidize the increase in liability that results from this bill in the usual way. The result
may be an increase in future contribution rates for members and employers of the
respective systems.

HOW WE VALUED THESE COSTS
Change in Methods

The pricing method utilized in determining the actuarial cost was through the use of a
simplified valuation, where members were grouped by age and projected to retirement.
For each year, the probability of a military related death was assumed and directly
affected the assumption for the probability of the new benefit being paid. The process for
developing these probabilities will be described in the assumptions section. The
assumptions from the 2006 AVR were used to project the member’s salary into the future
to determine the annuity that their beneficiary would receive. The ultimate cost of this
increased benefit is presented below with all future payments discounted to present day
dollars.

Otherwise, we developed costs using the same methods as those disclosed in the 2006
actuarial valuation report (AVR).
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Assumptions Made

The primary assumption formulated for this pricing was approximating the probability of
a military related death for an individual at each age. According to a Washington Post
article based on Department of Defense records and dated August 23, 2006, the annual
death rate for military personnel in Iraq is 3.92 deaths per 1,000 people. The article
further explains the fact that troops aged 17-19 are 4.6 times more likely to die than those
age 50 and older. Therefore, we approximated the probability of death in the military
using these two facts. The overall probability of death was maintained while
significantly weighting those with higher probabilities to younger ages. Furthermore, the
addition of accounting for non-combat related deaths will increase the overall assumption
rate to approximately 4.4 deaths per 1,000 people.

The final component of this assumption is to approximate the probability that an
individual within each retirement system will have a break in state employment and enter
the uniformed services. After looking at the percentage of the population that is in the
military compared to the percentage of state workers that purchase interruptive military
service, we approximated 1 out of every 1,000 employees from PERS will enter the
uniformed service and adjusted this general population number by system using our best
judgment: 1 out of every 2,000 employees from SERS and TRS will enter the uniformed
service, 1 out of every 750 employees from the PSERS will enter the uniformed service,
and 1 out of every 500 employees from LEOFF and WSP will enter the uniformed
service. Two other assumptions that have been utilized include an assumed 100 percent
male population and the assumption that the rate of those breaking service from state
employment for the uniformed services will decrease by 20 percent after age 42 due to
military age restrictions. We assumed that all members leaving State employment to
serve in the military will be in the National Guard or Military Reserves during wartime.

The product of the probability of a military related death for an individual at each age and
the probability that an individual will have a break in service from state employment for
uniformed service will produce the primary assumption for pricing this benefit. The table
below shows those assumptions for select ages.

Probability of Probability of
Interruptive Military Probability of a Receiving Survivor

Age Service Military Death Benefit

20 0.00100 0.009667 0.0000097
25 0.00100 0.008406 0.0000084
30 0.00100 0.007145 0.0000071
35 0.00100 0.005884 0.0000059
40 0.00100 0.004623 0.0000046
45 0.00080 0.003362 0.0000027
50 0.00080 0.002102 0.0000017
55 0.00080 0.002102 0.0000017
60 0.00080 0.002102 0.0000017
65 0.00080 0.002102 0.0000017
70 0.00080 0.002102 0.0000017
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All other assumptions are consistent with those disclosed in the AVR.

Data Used

We developed costs using the same data and assets as those disclosed in the AVR.

ACTUARIAL RESULTS

Liability Changes

This bill will impact the actuarial funding of the System by increasing the present value
of benefits payable under the System and increasing the required actuarial contribution

rate as shown below:

(Dollars in Millions) Current  Increase Total
Actuarial Present Value of Projected Benefits
(The Value of the Total Commitment to all Current Members)
PERS 1 $13,723 0.0 $13,723
PERS 2/3 18,966 0.3 18,966
PERS Total 32,689 0.3 32,689
TRS 1 10,834 0.0 10,834
TRS 2/3 6,804 0.1 6,804
TRS Total 17,638 0.1 17,638
SERS 2/3 2,610 0.0 2,610
PSERS 2 169 0.0 169
LEOFF 1 4,316 0.0 4,316
LEOFF 2 6,004 0.1 6,004
LEOFF Total 10,320 0.1 10,320
WSPRS 1/2 $848 0.0 $848
Unfunded Actuarial Accrued Liability
(The Portion of the Plan 1 Liability that is Amortized at 2024)
PERS 1 $3,196 0.0 $3,196
TRS 1 1,976 0.0 1,976
LEOFF 1 ($702) 0.0 ($702)

Unfunded Liability (PVCPB)

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

PERS 1 $3,750 0.0 $3,750
PERS 2/3 (2.338) 0.2 (2.338)

PERS Total 1,412 0.2 1,412
TRS 1 2,348 0.0 2,348
TRS 2/3 (1.116) 0.0 (1.116)

TRS Total 1,232 0.0 1,232
SERS 2/3 (336) 0.0 (336)
PSERS 2 0 0.0 0
LEOFF 1 (738) 0.0 (738)
LEOFF 2 (521) 0.1 (521)

LEOFF Total (1,259) 0.1 (1,259)
WSPRS 1/2 ($89) 0.0 ($89)
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Contribution Rate Changes

The un-rounded increase in the required actuarial contribution rate does not round-up to
the minimum supplemental contribution rate of 0.01%; therefore the bill will not affect
contribution rates in the current biennium. However, the un-rounded rate increases
shown below are applied to all subsequent biennia.

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

System/Plan PERS PSERS TRS SERS LEOFF WSPRS

Current Members
Employee (Plan 2) 0.000% 0.000% 0.000% 0.000% 0.000% 0.001%
Employer 0.000% 0.000% 0.000% 0.000% 0.000% 0.001%
State 0.000%

New Entrants*
Employee (Plan 2) 0.000% 0.000% 0.000% 0.000% 0.000% 0.001%
Employer 0.000% 0.000% 0.000% 0.000% 0.000% 0.001%
State 0.000%

*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) PERS PSERS TRS SERS LEOFF WSPRS Total
2007-2009
General Fund $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Non-General Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total State 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Local Government 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Employer 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Employee $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
2009-2011
General Fund $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Non-General Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total State 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Local Government 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Employer 0.0 0.0 0.0 0.0 0.0 0.0 0.1
Total Employee $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.1
2007-2032
General Fund $0.2 $0.0 $0.1 $0.0 $0.1 $0.0 $0.5
Non-General Fund 0.3 0.0 0.0 0.0 0.0 0.0 0.3
Total State 0.4 0.0 0.1 0.0 0.1 0.0 0.7
Local Government 0.6 0.0 0.1 0.0 0.2 0.0 1.0
Total Employer 1.1 0.0 0.2 0.0 0.3 0.0 1.7
Total Employee $0.7 $0.0 $0.1 $0.0 $0.3 $0.0 $1.2

Note: Totals may not agree due to rounding.
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The analysis of this bill does not consider any other proposed changes to the systems.
The combined effect of several changes to the systems could exceed the sum of each
proposed change considered individually.

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

SENSITIVITY ANALYSIS

The number of members expected to die during military service would have to increase
dramatically for this bill to impact contribution rates in the current biennium. The table
below shows the multiple of how many more assumed deaths are required before the rate
impact would reach 0.005% for each system. For example, in LEOFF 2, the employee
rate impact would reach 0.005% if 11 times as many members as expected die during

military service.

System  Multiple

PERS 21
TRS 66
SERS 59
PSERS 12
LEOFF 11
WSP 10

The costs from this bill are directly proportionate to the military death rate assumption. If
twice or half as many members died during military service, then the cost would either
double or be cut in half, respectively.
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CERTIFICATION

The undersigned hereby certifies that:

1.

2.

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

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

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

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

This fiscal note has been prepared for the Legislature during the 2008 Legislative
Session.

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 VValue 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.
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@ The Select Committee on Pension Policy

Public Hearing and Possible Executive Session:
Military Death Benefits

Military Death Benefits Eﬁ-,; s
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B |nconsistent survivor benefits for members who are killed
while actively serving in the military
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Issue Has Been Previously Studied

& 2007 SCPP Recommendation

B Provide an unreduced survivor annuity for eligible
members who are called to active duty and killed during
a period of war
E No immediate rate impact
B 25-year cost: $1.7 million total employer, $0.5 million GFS
E Coordinated with LEOFF Plan 2 Board

B Passed House and Senate Ways & Means
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Materials Included

Executive Summary
2007 Issue Paper
2008 Bill draft
2008 Fiscal Note
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Next Steps

& Recommend proposal to 2009 Legislature?
®m Staff will update bill draft and fiscal note
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