JOURNAL OF THE SENATE 1

TWENTY SIXTH DAY, MAY 21, 2011

2011 1ST SPECIAL SESSION

TWENTY SIXTH DAY

MORNING SESSION

Senate Chamber, Olympia, Saturday, May 21, 2011

The Senate was called to order at 10:00 a.m. by President
Owen. The Secretary called the roll and announced to the
President that all Senators were present with the exception of
Senators Baumgartner, Brown, Hewitt, Hill, Holmquist Newbry,
Kline, M cAuliffe, Pridemore, Roach, Shin and Zarelli.

The Sergeant at Arms Color Guard consisting of Pages
Daniel Bailey and Sarah Bailey, presented the Colors. Senator
Haugen offered the prayer.

MOTION

On motion of Senator Eide, the reading of the Journal of the
previous day was dispensed with and it was approved.

MOTION

There being no objection, the Senate advanced to the first
order of business.

REPORTS OF STANDING COMMITTEES

May 20,2011
ESHB 2065 Prime Sponsor, Committee on Ways & Means:
Regarding the allocation of funding for students enrolled in
alternative learning experiences. Reported by Committee on
Ways & Means

MAJORITY recommendation: Do pass as amended.
Signed by Senators Murray, Chair; Kilmer, Vice Chair,
Capital Budget Chair; Zarelli; Baxter; Brown; Conway;
Fraser; Hewitt; Honeyford; Kastama; Keiser; Kohl-Welles;
Pridemore; Regala; Rockefeller and Schoesler.

MINORITY recommendation: Do not pass. Signed by
Senator Hatfield.

MINORITY recommendation: That it be referred without
recommendation. Signed by Senators Parlette and Tom.

Passed to Committee on Rules for second reading.

May 20,2011
ESHB 2088 Prime Sponsor, Committee on Ways & Means:
Creating the opportunity scholarship board to assist
middle-income students and invest in high employer demand
programs. Reported by Committee on Ways & Means

MAJORITY recommendation: Do pass as amended.
Signed by Senators Murray, Chair; Kilmer, Vice Chair,
Capital Budget Chair; Zarelli; Parlette; Baxter; Conway;
Fraser; Hatfield; Hewitt; Honeyford; Kastama; Keiser;
Regala; Schoesler and Tom.

MINORITY recommendation: Do not pass. Signed by
Senators Pridemore and Rockefeller.

MINORITY recommendation: That it be referred without
recommendation. Signed by Senator Pflug.

Passed to Committee on Rules for second reading.

MOTION

On motion of Senator Eide, all measures listed on the
Standing Committee report were referred to the committees as
designated.

MOTION

At 10:07 a.m., on motion of Senator Eide, the Senate was
declared tobe at ease subject to the call of the President.

AFTERNOON SESSION

The Senate was called to order at 1:10 p.m. by President
Owen.

MOTION

On motion of Senator Eide, the Senate advanced to the sixth
order of business.

SECOND READING
CONFIRMATION OF GUBERNATORIAL APPOINTMENTS

MOTION

Senator Fraser moved that Gubernatorial Appointment No.
9011, Nathan Brockett, as a member of the Board of Trustees,
The Evergreen State College, be confirmed.

Senator Fraser spoke in favor of the motion.

MOTION

On motion of Senator Ericksen, Senators Baumgartner, Hill,
Holmquist Newbry, Parlette, Roach and Zarelli were excused.

MOTION

On motion of Senator White, Senators M cAuliffe and Shin
were excused.

APPOINTMENT OF NATHAN BROCKETT

The President declared the question before the Senate to be
the confirmation of Gubernatorial Appointment No. 9011,
Nathan Brockett as a member of the Board of Trustees, The
Evergreen State College.

The Secretary called the roll on the confirmation of
Gubernatorial Appointment No. 9011, Nahan Brockett as a
member of the Board of Trustees, The Evergreen State College
and the appointment was confirmed by the following vote:
Yeas, 38; Nays, 0; Absent, 4; Excused, 7.

Voting yea: Senators Baxter, Becker, Benton, Carrell, Chase,
Conway, Delvin, Eide, Ericksen, Fain, Fraser, Hargrove, Harper,
Hatfield, Haugen, Hobbs, Honeyford, Kastama, Keiser, Kilmer,
King, Kohl-Welles, Litzow, Morton, Murray, Nelson, Parlette,
Pflug, Prentice, Ranker, Regala, Rockefeller, Schoesler, Sheldon,
Stevens, Swecker, Tomand White

Absent: Senators Brown, Hewitt, Kline and Pridemore
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Excused: Senators Baumgartner, Hill, Holmquist Newbry,
M cAuliffe, Roach, Shin and Zarelli

Gubernatorial Appointment No. 9011, Nathan Brockett,
having received the constitutional majority was declared
confirmed as a member of the Board of Trustees, The Evergreen
State College.

MOTION
On motion of Senator Ericksen, Senator Hewitt was excused.
SECOND READING

ENGROSSED SUBSTITUTE HOUSE BILL NO. 1981, by
House Committee on Ways & Means (originally sponsored by
Representatives Bailey and Carlyle)

Addressing public employee postretirement employment and
higher education employees' annuities and retirement income
plans.

The measure was read the second time.
MOTION

Senator Schoesler moved that the following committee
striking amendment by the Committee on Ways & M eans be not
adopted:

Strike everything after the enacting clause and insert the
following:

"NEW SECTION. Sec. 1. The legislature intends that the
retirement and annuity programs of the state's institutions of higher
education be revised for future participants to reflect changes that
have already occurred in state pension plans. The legislature
intends also tha newly hired employees who are eligible for
participation in an annuity or retirement income plan offered by a
higher education institution have an opportunity to participate in
either (1) that plan without a supplemental benefit under RCW
28B.10.400(2)(c), or (2) the public employees' retirement system
plan 3 or the teachers' retirement systemplan 3. Plan 3 provides a
combination of defined contribution and defined benefit pension,
which will be available for newly hired employees. The legislature
also intends to reduce the expanded postretirement employ ment
provisions for members of the public employees' retirement sy stem
and the teachers' retirement system plans 1 that were temporarily
expanded due to the shortage of qualified workers in particular
teaching and public employment categories, and eliminate
postretirement employment exceptions tha existed for annuity or
retirement income p lan-covered positions that have been the subject
of abuse.

Sec. 2. RCW 28B.10400 and 2010 ¢ 2151 are each amended

toread as follows:
(1) The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, ((and)) the state board for community and technical
colleges, and the higher education coordinating board are authorized
and empowered:

((1))) (a) To assist the faculties and such other employees
exempt from civil service pursuant to RCW 41.06.070 (1)(cc) and
(2) as any such board may designate in the purchase of old age
annuities or retirement income plans under such rules as any such
board may prescribe, subjed to the restrictions in subsection (2) of
this sedtion. County agricultural agents, home demonstration
agents, 4-H club agents, and assistant county agricultural agents
paid jointly by the Washington State University and the several
counties shall be deemed to be full time employees of the

Washington State University for the pumposes ((hereof)) of this
section;

((62))) (b) To provide, under such rules ((and—+regulations)) as
any such board may prescribe for the faculty members or other
employees exempt from civil service pursuant to RCW 41.06.070
(1)(cc) and (2) under its supervision, for the retirement of any such
faculty member or other exempt employee on account of age or
condition of health, retirement on account of age to be not earlier
than the sixty-fifth birthday: PROVIDED, That such faculty
member or such other exempt employee may elect to retire a the
earliest age specified for retirement by federal social security law:
PROVIDED FURTHER, Tha any supplemental payment
authorized by (c) of this subsection (({3)-sfthis-section)) andpaid &
a result of retirement earlier than age sixty-five shall be a an
actuarially reduced rate; and shall be provided only to those persons
who participate in an annuity or retirement income plan under (a) of
this subsection prior to July 1, 2011;

((63))) (© To pay ((te—amy—suchretired-person)) only to those
persons who participate in an annuity or retirement income plan
under (a) of this subsection prior to July 1, 2011, or to his or her
designated beneficiary(s), each year after his or her retirement, a
supplemental amount which, when added to the amount of such
annuity or retirement income plan, or retirement income benefit
pursuant to RCW 28B.10.415, received by the retired person or the
retired person's designated beneficiary(s) in such year, will not
exceed fifty percent of the average annual salary paid to such retired
person for his or her highest two consecutive years of full time
service under an annuity or retirement income plan established
pursuant to (a) of this subsection ((()—efthis—section)) a an
institution of higher education: PROVIDED, HOWEVER, That if
such retired person prior to retirement elected a supplemental
pay ment survivors option, any such supplemental pay ments to such
retired person or the retired person's designated beneficiary (s) shall
be at actuarially reduced rates: PROVIDED FURTHER, That ifa
faculty member or other employee of an institution of higher
education who is a participant in aretirementplan authorized by this
section dies, or has died before retirement but after becoming
eligible for retirement on account of age, the designated
beneficiary (s) shall be entitled to receive the supp lemental pay ment
authorized by this subsection to which such designated
beneficiary (s) would have been entitled had said deceased faculty
member or other employee retired on the date of death after electing
a supplemental payment survivors option: PROVIDED
FURTHER, That for the pupose of this subsection, the designated
beneficiary (s) shall be ((€8))) (i) the surviving spouse of the retiree;
or, () (ii) with the written consent of such spouse, if any, such
other person or persons as shall have an insurable interest in the
retiree's life and shall have been nominated by written designation
duly executed and filed with the retiree's institution of higher
education((s)).

((¢4))) (2) Boards are prohibited from offering a purchased
annuity or retirement income plan authorized under this section to
employees hired on or after July 1, 2011, who have retired or are
eligible to retire from a public employees' retirement system
described in RCW 41. 50 030 The hlgher education coordlnatmg
board ((is— ho
seeuen—sub}est—te—t-he-feuewngme—beaﬁd)) shaII only offer
participaion in a purchased annuity or retirement income plan
authorlzed under this sedlon to enployees who have prewously

: - )
Sec. 3. RCW 28B.10405 and 1977 ex.s. ¢ 169 s 16 are each
amended to read as follows:
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Members of the faculties and ((sueh-other)) senior academic
administrator employees as are designated by the boards of regents
of the state universities, the boards of trustees of the regional
universities and of The Evergreen State College, the higher
education coordinating board, or the state board for community and
technical colleges ((edueatien)) who do not optto become members
of the teachers' retirement system or the public employees'
retirement system under section 9 or 18 of this act, or who are not
prevented from participation in an annuity or retirement plan under
RCW 28B.10.400(2) shall be required to contribute not less than
five percent of their salaries during each year of full time service
after the first two years of such service toward the purchase of such
annuity or retirement income plan; such contributions may be in
addition to federal social security taxcontributions, if any.

Sec. 4. RCW 28B.10410 and 1977 ex.s. ¢ 169 s 17 are each
amended to read as follows:

The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, the higher education coordinating board, or the state board
for community and technical colleges ((edueation)) shall pay not
more than one-half of the annual premium of any annuity or
retirement income plan established under the provisions of RCW
28B.10400 ((as—rew—or—hereafter—amended)). Such contribution
shall not exceed ten percent of the salary of the faculty member or
other employee on whose behalf the contribution is made. This
contribution may be in addition to federal social security tax
contributions made by the boards, if any.

Sec. 5. RCW 28B.10.415 and 1979 ex.s. ¢ 259 s 2 are each
amended to read as follows:

The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, the higher education coordinating board, or the state board
for community and technical colleges ((edusation)) shall not pay
any amount to be added to the annuity or retirement income plan of
any retired person who was first hired on or after July 1, 2011, or
who has served for less than ten years in one or more of the state
institutions of higher education. In the case of persons who have
served more than ten years but less than twenty-five years no
amount shall be paid in excess of four percent of the amount
authorized in ((subdivision3)-ef)) RCW 28B.10.400 ((as-rew-of
hereafteramended)) (1)(c), multiplied by the number ofyears of full
time service rendered by suchperson: PROVIDED, That credit for
years of service a an institution of higher education shall be limited
to those years in which contributions were made by a faculty
member or other employee designated pursuant to RCW
28B.10.400(2)(a) and the institution or the state as a resul of which
a benefit is being received by a retired person from any Washington
state public retirement plan: PROVIDED FURTHER, That all
such benefits that a retired person is eligible to receive shall reduce
any supplementation payments provided for in RCW 28B.10.400
((as-row-or-hereafteramended)).

Sec. 6. RCW 28B.10417 and 1977 ex.s. ¢ 169 s 19 are each
amended to read as follows:

(1) This section applies only to those persons who are first
emp loyed by a higher education institution in aposition eligible for
participation in_an annuity or retirement program under RCW
28B.10.400 priorto July 1, 2011.

(2) A faculty member or other employee exempt from civil
service pursuant to RCW 41.06.070 (1)(cc) and (2) designated by
the board of trustees of the goplicable regional university or of The
Evergreen State College as being subjectto an annuity or retirement
income plan and who, at the time of such designation, is a member
of the Washington state teachers' retirement system, shall retain
credit for such service in the Washington state teachers' retirement
system and except as provided in subsection (((2))) (3) of this
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section, shall leave his or her accumulated contributions in the
teachers' retirement fund. Upon his or her ataining eligibility for
retirement under the Washington state teachers' retirement system,
such faculty member or other employee shall receive from the
Washington state teachers' retirement system aretirement allowance
consisting of an annuity which shall be the actuarial equivalent of
his or her accumulated contributions a his or her age when
becoming eligible for such retirement and a pension for each y ear of
creditable service established and retained at the time of said
designation as provided in RCW 41.32.497 ((as—row—orhereafter
amended)). Anyone who on July 1, 1967, was receiving pension
payments from the teachers' retirement system based on thirty-five
years of creditable service shall thereafter receive a pension based
on the total years of creditable service established with the
retirement system: PROVIDED, HOWEVER, That any such
faculty member or other employee exempt from civil service
pursuantto RCW 41.06.070 (1)(cc) and (2) who, upon attainment of
eligibility for retirement under the Washington state teachers'
retirement system, is still engaged in public educational
employment, shall not be eligible to receive benefits under the
Washington state teachers' retirement system until he or she ceases
such public educational employment. Any retired faculty member
or other employee who enters service in any public educational
institution shall cease to receive pension pay ments while engaged in
such service: PROVIDED FURTHER, That such service may be
rendered up to seventy -five days in a school year without reduction
of pension.

() (3) A faculty member or other exempt employee
designated by the board of trustees of the applicable regional
university or of The Evergreen State College as being subject to the
annuity and retirement income plan and who, at the time of such
designation, is a member of the Washington state teachers'
retirement system may, a his or her election and a any time, onand
after midnight June 10, 1959, terminate his or her membership inthe
Washington state teachers' retirement system and withdraw his or
her accumulated contributions and interest in the teachers'
retirement fund upon written gpplication to the board of trustees of
the Washington state teachers' retirement system.  Faculty
members or other employees who withdraw their accumulated
contributions, on and after the date of withdrawal of contributions,
shall no longer be members of the Washington state teachers'
retirement system and shall forfeit all rights of membership,
including pension benefits, theretofore acquired under the
Washington state teachers' retirement sy stem.

Sec. 7. RCW 28B.10423 and 1973 1st ex.s. ¢ 149s 8 areeach
amended to read as follows:

(1) For emp loy ees who are first emp loyed by an institution of higher
education in a position eligible for participation in an old age
annuities or retirement income plan under this chapter prior to July
1, 2011, it is the intent of RCW 28B.10.400, 28B.10.405,
28B.10410, 28B.10.415, 28B.10.420, 28B.10.423 and 83.20.030
tha the retirement income resulting from the contributions
described herein from the state of Washington and the employee
shall be projected actuarially so that it shall not exceed sixty percent
of the average of the highesttwo consecutive years salary. Periodic
review of the retirement systems established pursuant to RCW
28B.10.400, 28B.10.405, 28B.10.410, 28B.10.415, 28B.10.420,
and 28B.10.423 ((and-83-20-830)) will be undertaken a such time
and in such manner as determined by the committees on ways and
means of the senate and of the house of representaives ((and-the
public—pension—commission)), the select committee on pension
policy, and the pension funding council, and joint contribution rates
will be adjusted if necessary to accomplish this intent.

(2) By June 30, 2013, and every two years thereafter, each
institution of higher education that is responsible for payment of
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supp lemental amounts under RCW 28B.10.400(1)(c) shall contract
with the state actuary under chapter 4144 RCW for an actuarial
valuation oftheir supp lemental benefit plan. By June 30, 2013, and
at least once every six years thereafter, each institution shall also
contract with the state aduary under chapter 41.44 RCW for an
actuarial experience study of the mortality, service, compensation,
and_other experience of the annuity or retirement_income plans
created in this_chapter, and into the financial condition of each
system. At the discretion of the state actuary, the valuation or
experience study may be performed by the state actuary or by an
outside actuarial firm under contract to the office of the state
actuary. Each institution of higher education is required to provide
the data and information required for the performance of the
valuation or experience study to the office of the state actuary orto
the actuary performingthe study on behalf of the state actuary. The
state actuary may charge each institution for the actual cost of the
valuation or_experience study through an interagency agreement.
Upon completion of the valuation or experience study, the state
actuary shall provide copies of the study to the institution of higher
education and to the select committee on pension policy and the
pension fundingcouncil.

(3)(a) A higher education retirement plan supp lemental benefit
fund is created inthe custody ofthe statetreasurer for thepurpose of
funding future benefit_obligations of higher education retirement
plan supp lemental benefits. The state investment board has the full
power to invest, reinvest, manage, contract, sell, or exchange
investment money in the fund.

(b) Beginning January 1, 2014, an emp loyer contribution rate of
one-half of one percent of salary is established to begin prefunding
the unfunded future obligations of the supplemental benefit
established in RCW 28B.10.400.

(c) Consistent with chapter 41.50 RCW, the department of
retirement_systems shall collect the employer contribution rates
established in this section from each state institution of higher
education, and deposit those contributions into the higher education
retirement plan supp lemental benefit fund. The contributions made
by each employer into the higher education retirement plan
supp lemental benefit fund and the earnings on those contributions
shall be accounted for separately within the fund.

(d) Following the completion and review of the initial actuarial
valuations and experience study conduded pursuant to subsecion
(2) of this section, the pension funding council may:

(i) Adopt and make changes to the employer contribution rate
established in (a) of this subsection consistent with the procedures
established in chapter 4145 RCW. Ifthe actuarial valuations ofthe
higher education retirement plans of each institution contributing to
the higher education retirement plan supplemental benefit fund
suggest that different contribution rates are appropriate for each
institution, different rates may be adopted. Rates adopted by the
pension funding council are subject to revision by the legislature.

(ii) Recommend legislation that will, upon accumulation of
sufficient funding in the higher education retirement plan
supplemental benefit fund transfer the responsibility for making
supp lemental benefit payments to the department of retirement
systems, and adjust employer contribution rates to refledt the
transfer of responsibility.

Sec. 8. RCW 28B.10.430 and 1979 ex.s. ¢ 96 s 5 are each
amended to read as follows:

(1) This section applies only to those persons who are first
employed by an institution of higher education in aposition eligible
for participation in an old age annuities or retirement income plan
under this chapter priorto July 1, 2011.

(2) For any person receiving a monthly benefit pursuant to a
program established under RCW 28B.10.400, the pensionportion of
such benefit shall be the sum of the following amounts:

(a) One-half of the monthly benefit payable undersuch program
by alife insurance company; and

(b) The monthly equivalent of the supplemental benefit
described in RCW 28B.10.400((63))) (1)(c).

((6)) (3) Notwithstanding any provision of law tothe contrary,
effective July 1, 1979, no person receiving a monthly benefit
pursuant to RCW 28B.10.400 shall receive, as the pension portion
of that benefit, less than ten dollars per month for each year of
service creditable to the person whose service is the basis of the
benefit. Portions of ayear shall be treated as fractions of ayear and
the decimal equivalent shall be multiplied by ten dollars. Where
the benefit was adjusted at the time benefit payments to the
beneficiary commenced, the minimum pension provided in this
section shall be adjusted in a manner consistent with tha
adjustment.

((63))) (4) Notwithstanding any provision of law tothe contrary,
effective July 1, 1979, the monthly benefit of each person who
commenced receiving a monthly benefit under this chapter & of a
date no later than July 1, 1974, shall be permanently increased by a
post-retirement adjustment. Such adjustment shall be calculated as
follows:

(a) Monthly benefits to which this subsection and subsection
((6)) (3) of this section are both applicable shall be determined by
first applying subsection ((£2))) (3) ofthis section and then gpplying
this subsection. The ((department)) institution shall determine the
total years of creditable service and the total dollar benefit base
accrued as of December 31, 1978, except that this determinaion
shall take into account only those persons to whom this subsection
applies;

(b) The ((department)) institution shall multiply the total
benefits determined in (a) of this subsection by six percent and
divide the dollar value thus determined by the total service
determined in (a) of this subsection. The resultant figure shall then
be a postretirement increase factor which shall be gplied &
specified in (c) of this subsection;

(c) Each personto whom this subsection gpp lies shall receive an
increase which is the product of the factor determined in (b) of this
subsection multiplied by the years of creditable service.

NEW SECTION. Sec.9. A new section is added to chapter
41.32 RCWto be codified under the subchapter heading "plan 3"to
read as follows:

(1) All faculty members who are first employed by an
institution of higher education in aposition eligible for participation
in old age annuities or retirement income plans under chapter
28B.10 RCWonor after July 1, 2011, have aperiod ofthirty daysto
make an irrevocable choice to:

(a) Become a member of the teachers' retirement systemplan 3
under this chapter; or

(b) Participate in the annuities or retirement income plan
provided by the institution.

(2) At the end of thirty days, if the member has not made a
choice to become amember ofthe teachers' retirement system, he or
she becomes a participant in the institution's plan under RCW
28B.10.400, but does not become eligible for any supplemental
benefit under RCW 28B.10.400(1)(c).

Sec. 10. RCW 41.32.570 and 2007 ¢50s 3 are each amended
toread as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every seven hours worked during that month. This
reductionwill be app lied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month. Any
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monthly benefit reduction over one hundred percent will be gpplied
to the benefit the retiree is eligible to receive in subsequent months.

(2) Except under subsection (3) of this section, any retired
teacher or retired administrator who enters service in any public
educational institution in Washington state at least one calendar
month after his or her accrual date shall cease to receive pension
payments while engaged in such service, after the retiree has
rendered service for more than eight hundred sixty-seven hours in a
school year.

(3) Any retiredteacher or retired administrator who retired prior
to September 1, 2011, and who enters service in any public
educational institution in Washington state one and one-half
calendar months or more after his or her accrual date and:

(a) Is hiredpursuant to a writtenpolicy into a position for which
the school board has documented a justifiable need to hire a retiree
into the position;

(b) Is hiredthrough the established process for the position with
the gpproval of the school board or other highest decision-making
authority of the prospective employer;

(c) Whose employer retains records of the procedures followed
and the decisions made in hiring the retired teacher or retired
administrator and provides those records in the event of an audit;
and

(d) The employee has not already rendered a cumulative total of
more than one thousand nine hundred hours of service while in
receipt of pension payments beyond an annual threshold of eight
hundred sixty -seven hours;
shall cease to receive pension payments while engaged in tha
service after the retiree has rendered service for more than one
thousand five hundred hours in a school year. The one thousand
nine hundred hour cumulative total limitation under this section
app lies prospectively after July 22, 2007.

(4) When a retired teacher or administrator renders service
beyond eight hundred sixty-seven hours, the department shall
collect from the employer the gplicable employer retirement
contributions for the entire duration of the member's employ ment
during that fiscal year.

(5) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

(6) The legislature reserves the right to amend or repeal this
section in the future and no member or beneficiary has a contractual
right to be employed for more than five hundred twenty-five hours
peryear without a reduction of his or her pension.

Sec. 11. RCW 41.32.800 and 2004 c 242 s 55 are each
amended to read as follows:

(1) Except as provided in RCW 41.32.802, no retiree under the
provisions of plan 2 shall be eligible to receive such retiree's
monthly retirement allowance if he or she is employed in an eligible
position as defined in RCW 41.40.010, 41.32.010, 41.37.010, or
41.35.010, or as a law enforcement officer or firefighter as defined
in RCW 41.26.030,_or_in_a position covered by annuity and
retirement income plans offered by institutions of higher education
pursuant toRCW 28B.10.400.

If aretiree's benefits have been suspended under this section, his
or her benefits shall be reinstated when the retiree terminates the
employment that caused his or her benefits to be suspended. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

(2) The department shall adopt rules imp lementingthis section.

Sec. 12. RCW 41.32.802 and 2004 c 242 s 61 are each
amended to read as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
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percent for every seven hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month.  Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section, may work up to eight
hundred sixty-seven hours per calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or_in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.32.044, he or she terminates his or her retirement status and
immediately becomes a member. Retirement benefits shall not
accrue during the period of membership and the individual shall
make contributions and receive membership credit. Such a
member shall have the right to again retire if eligible.

Sec. 13. RCW 41.32.860 and 2005 ¢ 327 s 2 are each
amended to read as follows:

(1) Except under RCW 41.32.862, no retiree shall be eligible to
receive such retiree's monthly retirement allowance if he or she is
employed in an eligible position & defined in RCW 41.40.010,
41.32.010, 41.35.010, or 41.37.010, or &s a law enforcement officer
or firefighter as defined in RCW 41.26.030, or in a position covered
by annuity and retirement income plans offered by institutions of
higher education pursuant toRCW 28B.10.400.

(2) If aretiree's benefits have been suspended under this section,
his or her benefits shall be reinstated when the retiree terminates the
employment that caused the suspension of benefits. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

Sec. 14. RCW 41.32.862 and 2004 ¢ 242 s 62 are each
amended to read as follows:

(1)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every seven hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section, may work up to eight
hundred sixty-seven hours per calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or _in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.32.044, he or she terminates his or her retirement status and
immediately becomes a member. Retirement benefits shall not
accrue during the period of membership and the individual shall
make contributions and receive membership credit. Such a
member shall have theright to again retire if eligible.

Sec. 15. RCW 41.35.060 and 2004 c 242 s 64 are each
amended to read as follows:

(1)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
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monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred sixty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section may work up to eight
hundred sixty-seven hours per calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.35.030, he or she terminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with RCW
41.35.420 or 41.35.680. However, if the right to retire is exercised
to become effective before the member has rendered two
uninterrupted years of service, the retirement formula and survivor
options the member had at the time of the member's previous
retirement shall be reinstated.

Sec. 16. RCW 41.35.230 and 2004 ¢ 242 s 56 are each
amended to read as follows:

(1) Except as provided in RCW 41.35.060, no retiree under the
provisions of plan 2 shall be eligible to receive such retiree's
monthly retirement allowance if he or she is employed in an eligible
position as defined in RCW 41.35.010, 41.40.010, 41.37.010, or
41.32.010, or as a law enforcement officer or firefighter as defined
in RCW 41.26.030, or_in a position covered by annuity and
retirement income plans offered by institutions of higher education
pursuant to RCW 28B.10.400, except that a retiree who ends his or
her membership in the retirement system pursuant to RCW
41.40.023(3)(b) is not subject to this section if the retiree's only
employment is as an elective official.

(2) If aretiree's benefits have been suspended under this section,
his or her benefits shall be reinstated when the retiree terminates the
employment that caused his or her benefits to be suspended. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

(3) Thedepartment shall adopt rules imp lementing this section.

Sec. 17. RCW 41.37.050 and 2005 ¢ 327 s 6 are each
amended to read as follows:

(1)(a) If aretiree enters employment in an eligible position with
an employer as defined in this chapter sooner than one calendar
month after his or her accrual date, the retiree’s monthly retirement
allowance will be reduced by five and one-half percent for every
eight hours worked during that month. This reduction will be
applied each month until the retiree remains absent from
emp loyment withan employer for one full calendar month.

(b) Ifaretiree enters employment in an eligible position with an
employer as defined in chapter 41.32, 41.35, or 41.40 RCW sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an employer for one full calendar month.

(c) The benefit reduction provided in (a) and (b) of this
subsection will accrue for a maximum of one hundred sixty hours
permonth. Any benefit reduction over one hundred percent will be

app lied to the benefit the retiree is eligible to receive in subsequent
months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section may work up to eight
hundred sixty-seven hours per calendar year in an eligible position
as defined in RCW 41.32.010, 41.35.010, or 41.40.010, or as a law
enforcement officer or firefighter as defined in RCW 41.26.030, or
in_a position covered by annuity and retirement income plans
offered by institutions of higher education pursuant to RCW
28B.10.400, without suspensionof his or her benefit.

(3) If the retiree opts to reestablish membership under this
chapter, he or she terminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with this
chapter. However, if the right to retire is exercised to become
effective beforethe member has rendered two uninterruptedy ears of
service, the retirement formula and survivor options the member
had a the time of the member's previous retirement shall be
reinstated.

(4) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

NEW SECTION. Sec. 18. Anew section is addedto chapter
41.40 RCW to be codified under the subchapter heading "plan 3" to
read as follows:

(1) All employees who are not qualified under section 9 of this
act and who are first employed by an institution of higher education
in a position eligible for participation in old age annuities or
retirement income plans under RCW 28B.10.400 on or after July 1,
2011, have a period of thirty days to make an irrevocable choice to:

(a) Become a member of the public employees' retirement
systemplan 3 under this chapter; or

(b) Participate in the annuities or retirement income plan
provided by the institution.

(2) At the end of thirty days, if the member has not made a
choice to become a member of the public employees’ retirement
system, he or she becomes a participant in the institution's plan
under RCW 28B.10.400, but does not become eligible for any
supp lemental benefit under RCW 28B.10.400(1)(c).

Sec. 19. RCW 41.40.037 and 2007 ¢50s 5 are each amended
toread as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred sixty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2)(a) Except asprovided in (b) ofthis subsection, aretiree from
plan 1 who enters employment with an employer a least one
calendar month after his or her accrual date may continue to receive
pension payments while engaged in such service for up to eight
hundred sixty -seven hours of service in a calendar year without a
reduction of pension.

(b) A retiree fromplan 1 who retired prior to September 1, 2011,
and who enters emp loy ment with an employer at least three calendar
months after his or her accrual date and:

(i) Is hired pursuant to a writtenpolicy into a position for which
the employer has documented a justifiable need to hire a retiree into
the position;
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(i) Is hired through the established process for the position with
the approval of: A school board for a school district; the chief
executive officer of a state agency employer; the secretary of the
senate for the senate; the chief clerk of the house of representatives
for the house of representatives; the secretary of the senate and the
chief clerk of the house of representatives jointly for the joint
legislative audit and review committee, the select committee on
pension policy, the legislative evaluation and accountability
program, the legislative systems committee, and the statute law
committee; or according to rules adopted for the rehiring of retired
plan 1 members for a local government employer;

(iii) The employer retains records of the procedures followed
and decisions made in hiring the retiree, and provides those records
in the event of an audit; and

(iv) The employee has not already rendered a cumulative total
of more than one thousand nine hundred hours of service while in
receipt of pension payments beyond an annual threshold of eight
hundred sixty -seven hours;
shall cease to receive pension payments while engaged in tha
service after the retiree has rendered service for more than one
thousand five hundred hours in a calendar year. The one thousand
nine hundred hour cumulative total under this subsection applies
prospectively to those retiring after July 27, 2003, and retroactively
to those who retired prior to July 27, 2003, and shall be calculated
from the date of retirement.

(c) When a plan 1 member renders service beyond eight
hundred sixty-seven hours, the department shall collect from the
employer the applicable employer retirement contributions for the
entire duration of the member's employment during that calendar
year.

(d) A retiree from plan 2 or plan 3 who has satisfied the break in
emp loyment requirement of subsection (1) of this section may work
up to eight hundred sixty-seven hours in a calendar year in an
eligible position, as defined in RCW 41.32.010, 41.35.010,
41.37.010, or 41.40.010, or as a firefighter or law enforcement
officer, as defined in RCW 41.26.030, without suspension of his or
her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.40.023(12), he or sheterminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with RCW
41.40.180. However, if the right to retire is exercised to become
effective beforethe member has rendered two uninterruptedyears of
service, the retirement formula and survivor options the member
had a the time of the member's previous retirement shall be
reinstated.

(4) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

(5) The legislature reserves the right to amend or repeal this
section in the future and no member or beneficiary has a contractual
right to be employed for more than five months in a calendar year
without areduction of his or her pension.

Sec. 20. RCW 41.50.030 and 2004 c 242 s 42 are each
amended to read as follows:

(1) As soon as paossible but not more than one hundred and
eighty days after March 19, 1976, there is transferred to the
department of retirement systems, except as otherwise provided in
this chapter, all powers, duties, and functions of:

(a) The Washington publicemployees' retirement sy stem;

(b) The Washington state teachers' retirement system;

(c) The Washington law enforcement officers' and firefighters'
retirement sy stem;
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(d) The Washington state patrol retirement system;

(e) The Washington judicial retirement sy stem; and

(f) The state treasurer with respect to the administration of the
judges' retirement fund imposed pursuantto chapter 2.12 RCW.

(2) OnJuly 1, 1996, there is transferred to the department all
powers, duties, and functions of the deferred compensation
committee.

(3) Thedepartment shall administer chapter 41.34 RCW.

(4) The department shall administer the Washington school
employees' retirement system created under chapter 41.35RCW.

(5) The department shall administer the Washington public

safety employees' retirement system created under chapter 41.37
RCW.
(6) The department shall administer the collection of employer
contributions and initial prefunding of the higher education
retirement plan supp lemental benefits, also referred to asthe annuity
or retirement income plans created under chapter 28B.10 RCW.

Sec. 21. RCW 41.50.080 and 2004 c 242 s 45 are each
amended to read as follows:

The state investment board shall provide for the investment of
all funds of the Washington public employees' retirement system,
the teachers' retirement system, the school employees' retirement
system, the Washington law enforcement officers' and firefighters'
retirement system, the Washingon state patrol retirement system,
the Washington judicial retirement system, the Washington public
safety employees' retirement system, the higher education
retirement plan supplemental benefit fund, and the judges'
retirement fund, pursuant to RCW 43.84.150, and may sell or
exchange investments acquired in the exercise of that authority.

Sec. 22. RCW 4150.110 and 2009 c 564 s 924 are each
amended to read as follows:

(1) Except asprovided by RCW 41.50.255 and subsection (6) of
thissection, all expenses of the administration ofthe department, the
expenses of administration of the retirement systems, and the
expenses of the administration of the office of the state actuary
created in chapters 2.10, 2.12, 28B.10, 41.26, 41.32, 41.40, 41.34,
41.35, 41.37, 4343, and 44.44 RCW shall be paid from the
department of retirement systems expense fund.

(2) In order to reimburse the department of retirement systems
expense fund on an equitable basis the department shall ascertain
and report to each employer, as defined in RCW 28B.10.400
41.26.030, 41.32.010, 41.35.010, 41.37.010, or 41.40.010, the sum
necessary to defray its proportional share of the entire expense ofthe
administration of the retirement system tha the employer
participates in duringthe ensuing biennium or fiscal y ear whichever
may berequired. Such sum isto be computed in an amount directly
proportional to the estimated entire expense of the administration as
the ratio of monthly salaries of the employer's members bearsto the
total salaries of all members in the entire system. It shall then be
the duty of all such employers to include in their budgets or
otherwise provide the amounts so required.

(3) The department shall compute and bill each employer, as
defined in RCW 28B.10.400, 41.26.030, 41.32.010, 41.35.010,
41.37.010, or 41.40.010, at the end of each month for the amount
due for tha month to the department of retirement systems expense
fund and the same shall be paid as are its other obligations. Such
computation as to each employer shall be made on apercentage rate
of salary established by the department. However, the department
may at its discretion establish a system of billing based upon
calendar year quarters in which event the said billing shall be at the
end of each such quarter.

(4) The director may adjust the expense fund contribution rate
for each system at any time when necessary to reflect unanticipated
costs or savings in administering the department.
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(5) An employer who fails tosubmit timely and accurate reports
to the department may be assessed an additional fee related to the
increased costs incurred by the department in processing the
deficient reports. Fees paid under this subsection shall be deposited
in the retirement sy stem expense fund.

(a) Every six months the department shall determine the amount
of an employer's fee by reviewing the timeliness and accuracy ofthe
reports submitted by the employer in the preceding six months. If
those reports were not both timely and accurate the department may
prospectively assess an additional fee under this subsection.

(b) An additional fee assessed by the department under this
subsection shall not exceed fifty percent of the standard fee.

(c) The departmentshall adoptrules implementingthis section.

(6) Expenses otherthan those under RCW 41.34.060(3) shall be
paid pursuantto subsection (1) of this section.

(7) During the 2007-2009 and 2009-2011 fiscal biennia, the
legislature may transfer from the department of retirement systems’
expense fund to the state general fund such amounts as reflect the
excess fund balance of the fund.

NEW SECTION. Sec. 23. This act is necessary for the
immediate preservation of the public peace, health, or safety, or
support of the state government and its existing public institutions,
and takes effect July 1,2011."

Onpage 1, line 2 of thetitle, after “plans;" strike the remainder
of the title and insert "amending RCW 28B.10.400, 28B.10.405,
28B.10410, 28B.10.415, 28B.10.417, 28B.10.423, 28B.10.430,
41.32.570, 41.32.800, 41.32.802, 41.32.860, 41.32.862, 41.35.060,
41.35.230, 41.37.050, 4140.037, 4150.030, 41.50.080, and
41.50.110; adding a new section to chapter 41.32 RCW; adding a
new secion to chapter 41.40 RCW; creating a new sedion;
providingan effective date; and declaring an emergency."

The President declared the question before the Senate to be
the motion by Senator Schoesler to not adopt the committee
striking amendment by the Committee on Ways & Means to
Engrossed Substitute House Bill No. 1981.

The motion by Senator Schoesler carried and the committee
striking amendment was not adopted by voice vote.

MOTION

Senator Schoesler moved that the following striking
amendment by Senator Schoesler and others be adopted:

Strike everything after the enacting clause and insert the
following:

"NEW SECTION. Sec. 1. The legislature intends tha the
retirement and annuity programs of the state's institutions of higher
education be revised for future participants to reflect changes that
have already occurred in state pension plans. The legislature
intends also tha newly hired employees who are eligible for
participation in an annuity or retirement income p lan offered by a
higher education institution have an opportunity to participate in
either (1) that plan without a supplemental benefit under RCW
28B.10.400(2)(c), or (2) the public employees' retirement system
plan 3 or the teachers' retirement systemplan 3. Plan 3 providesa
combination of defined contribution and defined benefit pension,
which will be available for newly hired employees. Further, the
legislature intends that effective July 1, 2011, state funding for
annuity or retirement income p lans under RCW 28B.10.400 will not
exceed six percent of salary. The legislature also intends to reduce
the expanded postretirement employ ment provisions for members
of the public employees' retirement system plan 1 and the teachers'
retirement systemplan 1tha were temporarily expanded duetothe
shortage of qualified workers in particular teaching and public
employment categories, and eliminate postretirement employ ment

exceptions tha existed for annuity or retirement income
plan-covered positions that have been the subject of abuse.

Sec. 2. RCW 28B.10400 and 2010 c21s 1 are each amended

toread as follows:
(1) The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, ((and)) the state board for community and technical
colleges, and the higher education coordinating board are authorized
and empowered:

((2))) (a) To assist the faculties and such other employees
exempt from civil service pursuant to RCW 41.06.070 (1)(cc) and
(2) as any such board may designate in the purchase of old age
annuities or retirement income plans under such rules as any such
board may prescribe, subjed to the restrictions in subsection (2) of
this sedion. County agricultural agents, home demonstration
agents, 4-H club agents, and assistant county agricultural agents
paid jointly by the Washington State University and the several
counties shall be deemed to be full-time employees of the
Washington State University for the pumposes ((hereof)) of this
section;

((6)) (b) To provide, under such rules ((ard-regulations)) as
any such board may prescribe for the faculty members or other
employees exempt from civil service pursuant to RCW 41.06.070
(1)(cc) and (2) under its supervision, for the retirement of any such
faculty member or other exempt employee on account of age or
condition of health, retirement on account of age to be not earlier
than the sixty-fifth birthday: PROVIDED, That such faculty
member or such other exempt employee may elect to retire a the
earliest age specified for retirement by federal social security law:
PROVIDED FURTHER, Tha any supplemental payment
authorized by (c) of this subsection (({3)-efthis-section)) andpaid as
a result of retirement earlier than age sixty- five shall be at an
actuarially reduced rate; and shall be provided only to those persons
who participate in an annuity or retirement income plan under (a) of
this subsection prior to July 1, 2011;

((63))) (0 To pay ((te—amy—suchretired-person)) only to those
persons who participate in an annuity or retirement income plan
under (a) of this subsection prior to July 1, 2011, or to his or her
designated beneficiary(s), each year after his or her retirement, a
supplemental amount which, when added to the amount of such
annuity or retirement income plan, or retirement income benefit
pursuant to RCW 28B.10.415, received by the retired person or the
retired person's designated beneficiary(s) in such year, will not
exceed fifty percent of the average annual salary paid to such retired
person for his or her highest two consecutive years of full-time
service under an annuity or retirement income plan established
pursuant to (a) of this subsection ((()—efthis—section)) a an
institution of higher education: PROVIDED, HOWEVER, That if
such retired person prior to retirement elected a supplemental
pay ment survivors option, any such supplemental pay ments to such
retired person or the retired person's designated beneficiary (s) shall
be at actuarially reduced rates: PROVIDED FURTHER, That ifa
faculty member or other employee of an institution of higher
education who is aparticipant in aretirement p lan authorized by this
section dies, or has died before retirement but after becoming
eligible for retirement on account of age, the designated
beneficiary (s) shall be entitled to receive the supplemental pay ment
authorized by this subsection to which such designated
beneficiary (s) would have been entitled had said deceased faculty
member or other employee retired on the date of death after electing
a supplemental payment survivors option: PROVIDED
FURTHER, That for the pupose of this subsection, the designated
beneficiary (s) shall be ((€8))) (i) the surviving spouse of the retiree;
or, ((6sy)) (ii) with the written consent of such spouse, if any, such
other person or persons as shall have an insurable interest in the
retiree's life and shall have been nominated by written designation
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duly executed and filed with the retiree's institution of higher
education((s)).

((¢4))) (2) Boards are prohibited from offering a purchased
annuity or retirement income plan authorized under this section to
employees hired on or after July 1, 2011, who have retired or are
eligible to retire from a public employees' retirement system
described in RCW 41 50 030 The hlgher education coordlnatlng
board ((is—alse—a
seenen—subjeet—te—the—feuewmg—'llhe—beand)) shall only offer
participation in a purchased annuity or retirement income plan
authorlzed under this sedlon to ermloyees who have preVIously

))

(3) During the 2011 legislative mterlm the select committee on

pension policy shall evaluate the suitability and necessity of the
annuity and retirement plans authorized under this chapter for
employees in various positions within higher education institutions.
The seled committee shall report its findings, including any
recommendations for restrictions on future plan membership, to the
ways and means committees of the house of representatives and the
senate no later than December 31, 2011.

Sec. 3. RCW 28B.10.405 and 1977 ex.s. ¢ 169 s 16 are each
amended to read as follows:

Members of the faculties and such other employees exempt
from civil service pursuant to RCW 41.06.070 (1)(cc) and (2) as are
designated by the boards of regents of the state universities, the
boards of trustees of the regional universities and of The Evergreen
State College, the higher education coordinating board, or the state
board for community and technical colleges ((education)) who do
not opt to become members ofthe teachers' retirement system or the
public employees' retirement system under section 9 or 18 of this
act, or who are not prevented from participation in an annuity or
retirement plan under RCW 28B.10.400(2) shall be required to
contribute not less than fivepercent oftheir salaries during eachyear
of fulltime service after the first two years of such service toward
the purchase of such annuity or retirement income plan; such
contributions may be in addition to federal social security tax
contributions, if any.

Sec. 4. RCW 28B.10410 and 1977 ex.s. ¢ 169 s 17 are each
amended to read as follows:

The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, the higher education coordinating board, or the state board
for community and technical colleges ((edusation)) shall pay not
more than one-half of the annual premium of any annuity or
retirement income plan established under the provisions of RCW
28B.10400 ((as—now—or—hereafter—amended)). Such contribution
shall not exceed ten percent of the salary of the faculty member or
other employee on whose behalf the contribution is made. This
contribution may be in addition to federal social security tax
contributions made by the boards, if any.

Sec. 5. RCW 28B.10.415 and 1979 ex.s. ¢ 259 s 2 are each
amended to read as follows:

The boards of regents of the state universities, the boards of
trustees of the regional universities and of The Evergreen State
College, the higher education coordinating board, or the state board
for community and technical colleges ((edusation)) shall not pay
any amount to be added to the annuity or retirement income plan of
any retired person who was first hired on or after July 1, 2011, or
who has served for less than ten years in one or more of the state
institutions of higher education. In the case of persons who have
served more than ten years but less than twenty-five years no
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amount shall be paid in excess of four percent of the amount
authorized in (( i )) RCW 28B.10.400 ((as-hew-of

)) (1)(c), mukiplied by the number of years of
full-time service rendered by such person: PROVIDED, Tha
credit for years of service at an institution of higher education shall
be limited to those years in which contributions were made by a
faculty member or other employee designated pursuant to RCW
28B.10.400(1)(a) and the institution or the state as a result of which
a benefit is being received by a retired person from any Washington
state public retirement plan: PROVIDED FURTHER, Tha all
such benefits that a retired person is eligible to receive shall reduce
any supp lementation payments provided for in RCW 28B.10.400
((asnow-orhereafteramended

Sec. 6. RCW 28B.10417 and 1977 ex.s. ¢ 169 s 19 are each
amended to read as follows:

(1) This section applies only to those persons who are first
employed by a higher education institution in aposition eligible for
participation in an annuity or retirement program under RCW
28B.10.400 priorto July 1, 2011.

(2) A faculty member or other employee exempt from civil
service pursuant to RCW 41.06.070 (1)(cc) and (2) designated by
the board of trustees of the applicable regional university or of The
Evergreen State College as being subjectto an annuity or retirement
income plan and who, at the time of such designation, is a member
of the Washington state teachers' retirement system, shall retain
credit for such service in the Washington state teachers' retirement
system and, except as provided in subsection ((€2))) (3) of this
section, shall leave his or her accumulated contributions in the
teachers' retirement fund. Upon his or her attaining eligibility for
retirement under the Washington state teachers' retirement system,
such faculty member or other employee shall receive from the
Washington state teachers' retirement system aretirement allowance
consisting of an annuity which shall be the actuarial equivalent of
his or her accumulated contributions a his or her age when
becoming eligible for such retirement and a pension for each year of
creditable service established and retained at the time of said
designation as provided in RCW 41.32.497 ((as—row—orhereafter
amended)). Anyone who on July 1, 1967, was receiving pension
payments from the teachers' retirement system based on thirty-five
years of creditable service shall thereafter receive a pension based
on the total years of creditable service established with the
retirement system: PROVIDED, HOWEVER, That any such
faculty member or other employee exempt from civil service
pursuantto RCW 41.06.070 (1)(cc) and (2) who, upon attainment of
eligibility for retirement under the Washington state teachers'
retirement system, is still engaged in public educational
employment, shall not be eligible to receive benefits under the
Washington state teachers' retirement system until he or she ceases
such public educational employment. Any retired faculty member
or other employee who enters service in any public educational
institution shall cease to receive pension pay ments while engaged in
such service: PROVIDED FURTHER, That such service may be
rendered up to seventy -five days in a school year without reduction
of pension.

() (3) A faculty member or other exempt employee
designated by the board of trustees of the applicable regional
university or of The Evergreen State College as being subject to the
annuity and retirement income plan and who, at the time of such
designation, is a member of the Washington state teachers'
retirement system may, a his or her election and at any time, onand
after midnight June 10, 1959, terminate his or her membership inthe
Washington state teachers' retirement system and withdraw his or
her accumulated contributions and interest in the teachers'
retirement fund upon written application to the board of trustees of
the Washington state teachers' retirement system.  Faculty
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members or other employees who withdraw their accumulated
contributions, on and after the date of withdrawal of contributions,
shall no longer be members of the Washington state teachers'
retirement system and shall forfeit all rights of membership,
including pension benefits, theretofore acquired under the
Washington state teachers' retirement sy stem.

Sec. 7. RCW 28B.10.423 and 1973 1st ex.s. ¢ 149 s 8 are each
amended to read as follows:

(1) For employees who are first employed by an institution of higher
education in_a position eligible for participation in an old age
annuities or retirement income plan under this chapter priorto July
1, 2011, it is the intent of RCW 28B.10.400, 28B.10.405,
28B.10410, 28B.10.415, 28B.10.420, and 28B.10.423 ((and
83.20:030)) tha the retirement income resulting from the
contributions described herein from the state of Washington and the
employee shall be projected actuarially so that it shall not exceed
sixty percent of the average of the highest two consecutive years
salary. Periodic review of the retirement systems established
pursuant to RCW 28B.10.400, 28B.10.405, 28B.10.410,
28B.10.415, 28B.10.420, and 28B.10.423 ((and-83-20-030)) will be
undertaken a such time and in such manner as determined by the
committees on ways and means of the senate and of the house of
representaives ((and-thepublic-pension—commission)), the select
committee on pension policy, and the pension funding council, and
joint contribution rates will be adjusted if necessary to accomplish
this intent.

(2) Beginning July 1, 2011, state funding for annuity or retirement
income plans under RCW 28B.10.400 shall not exceed six percent
of salary. The state board for community and technical colleges
and the higher education coordinating board are exempt from the
provisions of this subsection (2).

(3) By June 30, 2013, and every two years thereafter, each
institution of higher education that is responsible for payment of
supp lemental amounts under RCW 28B.10.400(1)(c) shall contract
with the state actuary under chapter 4144 RCW for an actuarial
valuation oftheir supplemental benefitplan. By June 30,2013, and
at least once every six years thereafter, each institution shall also
contradt with the state actuary under chapter 41.44 RCW for an
actuarial experience study of the mortality, service, compensation,
and other experience of the annuity or retirement income plans
created in this _chapter, and into the financial condition of each
system. At the discretion of the state actuary, the valuation or
experience study may be performed by the state actuary or by an
outside actuarial firm under contract to the office of the state
actuary. Each institution of higher education is required to provide
the data_and information required for the performance of the
valuation or experience study to the office of the state actuary or to
the actuary performingthe study on behalf of the state acuary. The
state actuary may charge each institution forthe actual cost of the
valuation or_experience study through an interagency agreement.
Upon completion of the valuation or experience study, the state
actuary shall provide copies of the study to the institution of higher
education and to the select committee on pension policy and the
pension funding council.

(4)(a) A higher education retirement plan supp lemental benefit
fund is created inthe custody ofthe statetreasurer for thepurpose of
funding future benefit obligations of higher education retirement
plan supp lemental benefits. The state investment board has the full
power to invest, reinvest, manage, contract, sell, or exchange
investment money in the fund.

(b) From January 1, 2012, through June 30, 2013, an employer
contribution rate of one-quarter of one percent of salary i
established to begin prefunding the unfunded future obligations of
the supplemental benefit established in RCW 28B.10.400.

(c) Beginning July 1, 2013, an employer contribution rate of
one-_half of one percent of salary is established to prefund the

unfunded future obligations of the supplemental benefit established
in RCW 28B.10.400.

(d) Consistent with chapter 4150 RCW, the department of
retirement systems shall collect the employer contribution rates
established in this section from each state institution of higher
education, and deposit those contributions into the higher education
retirement p lan supp lemental benefit fund. The contributions made
by each employer into the higher education retirement plan
supplemental benefit fund and the earnings on those contributions
shall be accounted for separately within the fund.

(e) Following the completion and review of the initial actuarial
valuations and experience study conduded pursuant to subsection
(3) of this section, the pension funding council may:

(i) Adopt and make changes to the employer contribution rates
established in this subsection consistent with the procedures
established in chapter 41.45 RCW. Ifthe actuarial valuations ofthe
higher education retirement plans of each institution contributing to
the higher education retirement plan supplemental benefit fund
sugaest that different contribution rates are appropriate for each
institution, different rates may be adopted. Rates adopted by the
pension funding council are subject to revision by the legislature;

(ii) Recommend legislation that will, upon accumulation of
sufficient funding in the higher education retirement plan
supplemental benefit fund, transfer the responsibility for making
supplemental benefit payments to the department of retirement
systems, and adjust employer contribution rates to refledt the
transfer of responsibility.

Sec. 8. RCW 28B.10.430 and 1979 exs. ¢ 96 s 5 are each
amended to read as follows:

(1) This section applies only to those persons who are first
employed by an institution of higher education in aposition eligible
for participation in an old age annuities or retirement income plan
under this chapter priorto July 1, 2011.

(2) For any person receiving a monthly benefit pursuant to a
program established under RCW 28B.10.400,the pensionportion of
such benefit shall be the sum of the following amounts:

(a) One-half of the monthly benefit payable undersuch program
by alife insurance company; and

(b) The monthly equivalent of the supplemental benefit
described in RCW 28B.10.400((£3})) (1)(c).

(()) (3) Notwithstanding any provision of law tothe contrary,
effective July 1, 1979, no person receiving a monthly benefit
pursuant to RCW 28B.10.400 shall receive, as the pension portion
of that benefit, less than ten dollars per month for each year of
service creditable to the person whose service is the basis of the
benefit. Portions of ayear shall be treated as fractions of ayear and
the decimal equivalent shall be multiplied by ten dollars. Where
the benefit was adjusted at the time benefit payments to the
beneficiary commenced, the minimum pension provided in this
section shall be adjusted in a manner consistent with tha
adjustment.

((63))) (4) Notwithstanding any provision of law tothe contrary,
effective July 1, 1979, the monthly benefit of each person who
commenced receiving a monthly benefit under this chapter & of a
date no later than July 1, 1974, shall be permanently increased by a
post- retirement adjustment. Such adjustment shall be calculated as
follows:

(a) Monthly benefits to which this subsection and subsection
((2))) (3) of this section are both gpplicable shall be determined by
first goplying subsection ((€2))) (3) ofthis section and then gpplying
this subsection. The ((department)) institution shall determine the
total years of creditable service and the total dollar benefit base
accrued as of December 31, 1978, except that this determination
shall take into account only those persons to whom this subsection
applies;
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(b) The ((department)) institution shall multiply the total
benefits determined in (a) of this subsection by six percent and
divide the dollar value thus determined by the total service
determined in (a) of this subsection. The resultant figure shall then
be a post- retirement increase factor which shall be applied a
specified in (c) of this subsection;

(c) Each personto whom this subsection app lies shall receive an
increase which is the product of the factor determined in (b) of this
subsection multiplied by the years of creditable service.

NEW SECTION. Sec.9. A new section is added to chapter
41.32 RCWto be codified under the subchapter heading "plan 3" to
read as follows:

(1) All faculty members who are first employed by an
institution of higher education in a position eligible for participation
in old age annuities or retirement income plans under chapter
28B.10 RCWonor after July 1, 2011, have aperiod ofthirty daysto
make an irrevocable choice to:

(a) Become a member of the teachers' retirement system plan 3
under this chapter; or

(b) Participate in the annuities or retirement income plan
provided by the institution.

(2) At the end of thirty days, if the member has not made a
choice to become amember ofthe teachers' retirement system, he or
she becomes a participant in the institution's plan under RCW
28B.10.400, but does not become eligible for any supplemental
benefit under RCW 28B.10.400(1)(c).

Sec. 10. RCW 41.32.570 and 2007 ¢505s 3 are each amended
toread as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every seven hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an employer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month. Any
monthly benefit reduction over one hundred percent will be gpplied
to the benefit the retiree is eligible to receive in subsequent months.

(2) ((Exceptunder-subsection-{3)-ofthis-section;)) Any retired
teacher or retired administrator who enters service in any public
educational institution in Washington state at least one calendar
month after his or her accrual date shall cease to receive pension
payments while engaged in such service, after the retiree has
rendered service for more than eight hundred sixty-seven hours in a
school year.

——5})) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

((€6))) (4) The legislature reserves the right to amend or repeal
this section in the future and no member or beneficiary has a
contractual right to be employed for more than five hundred
twenty-five hours peryear without areduction of his or herpension.

Sec. 11. RCW 41.32.800 and 2004 c 242 s 55 are each
amended to read as follows:

(1) Except as provided in RCW 41.32.802, no retiree under the
provisions of plan 2 shall be eligible to receive such retiree's
monthly retirement allowance if he or she is employed in an eligible
position as defined in RCW 41.40.010, 41.32.010, 41.37.010, or
41.35.010, or as a law enforcement officer or firefighter as defined
in RCW 41.26.030,_or_in_a position covered by annuity and
retirement income plans offered by institutions of higher education
pursuant toRCW 28B.10.400.

If aretiree’s benefits have been suspended under this section, his
or her benefits shall be reinstated when the retiree terminates the
employment that caused his or her benefits to be suspended. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

(2) Thedepartment shall adopt rules imp lementing this section.

Sec. 12. RCW 41.32.802 and 2004 c 242 s 61 are each
amended to read as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every seven hours worked during that month. This
reductionwill be app lied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section, may work up to eight
hundred sixty - seven hoursper calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or_in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.32.044, he or she terminates his or her retirement status and
immediately becomes a member. Retirement benefits shall not
accrue during the period of membership and the individual shall
make contributions and receive membership credit. Such a
member shall have the right to again retire if eligible.

Sec. 13. RCW 41.32.860 and 2005 ¢ 327 s 2 are each
amended to read as follows:

(1) Except under RCW 41.32.862, no retiree shall be eligible to
receive such retiree's monthly retirement allowance if he or she is
employed in an eligible position a defined in RCW 41.40.010,
41.32.010, 41.35.010, or 41.37.010, or &s a law enforcement officer
or firefighter as defined in RCW 41.26.030, or in aposition covered
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by annuity and retirement income plans offered by institutions of
higher education pursuant toRCW 28B.10.400.

(2) If aretiree's benefits have been suspended under this section,
his or her benefits shall be reinstated when the retiree terminates the
employment tha caused the suspension of benefits. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

Sec. 14. RCW 41.32.862 and 2004 c 242 s 62 are each
amended to read as follows:

(1)(2) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every seven hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an employer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred forty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section, may work up to eight
hundred sixty - seven hoursper calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or_in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.32.044, he or she terminates his or her retirement status and
immediately becomes a member. Retirement benefits shall not
accrue during the period of membership and the individual shall
make contributions and receive membership credit. Such a
member shall have the right to again retire if eligible.

Sec. 15. RCW 41.35.060 and 2004 ¢ 242 s 64 are each
amended to read as follows:

(1)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be app lied each month until the retiree remains absent
from emp loy ment with an employer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred sixty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section may work up to eight
hundred sixty - seven hoursper calendar year in an eligible position,
as defined in RCW 41.32.010, 41.35.010, 41.37.010, or 41.40.010,
or as a firefighter or law enforcement officer, as defined in RCW
41.26.030, or in a position covered by annuity and retirement
income plans offered by institutions of higher education pursuant to
RCW 28B.10.400, without suspension of his or her benefit.

(3) If the retiree opts to reestablish membership under RCW
41.35.030, he or she terminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with RCW
41.35.420 or 41.35.680. However, if the right to retire is exercised
to become effetive before the member has rendered two
uninterrupted years of service, the retirement formula and survivor
options the member had at the time of the member's previous
retirement shall be reinstated.

Sec. 16. RCW 41.35.230 and 2004 ¢ 242 s 56 are each
amended to read as follows:

(1) Except as provided in RCW 41.35.060, no retiree under the
provisions of plan 2 shall be eligible to receive such retiree's
monthly retirement allowance if he or she is employed in an eligible
position as defined in RCW 41.35.010, 41.40.010, 41.37.010, or
41.32.010, or as a law enforcement officer or firefighter as defined
in RCW 41.26.030, or_in a position covered by annuity and
retirement income plans offered by institutions of higher education
pursuant to RCW 28B.10.400, except that a retiree who ends his or
her membership in the retirement system pursuant to RCW
41.40.023(3)(b) is not subject to this section if the retiree's only
employment is as an elective official.

(2) If aretiree's benefits have been suspended under this section,
his or her benefits shall be reinstated when the retiree terminates the
emp loyment that caused his or her benefits to be suspended. Upon
reinstatement, the retiree's benefits shall be actuarially recomputed
pursuant tothe rules adopted by the department.

(3) Thedepartment shall adopt rules imp lementing this section.

Sec. 17. RCW 41.37050 and 2005 ¢ 327 s 6 are each
amended to read as follows:

(2)(a) If aretiree enters employment in an eligible position with
an employer as defined in this chapter sooner than one calendar
month after his or her accrual date, the retiree's monthly retirement
allowance will be reduced by five and one-half percent for every
eight hours worked during that month. This reduction will be
applied each month until the retiree remains absent from
emp loy ment withan employer for one full calendar month.

(b) Ifa retiree enters employ ment in an eligible position with an
employer a defined in chapter 41.32, 41.35, or 41.40 RCW sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be app lied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(c) The benefit reduction provided in (a) and (b) of this
subsection will accrue for a maximum of one hundred sixty hours
per month. Any benefit reduction over one hundredpercent will be
app lied to the benefit the retiree is eligible to receive in subsequent
months.

(2) A retiree who has satisfied the break in employment
requirement of subsection (1) of this section may work up to eight
hundred sixty- seven hours per calendar year in an eligible position
as defined in RCW 41.32.010, 41.35.010, or 41.40.010, or as a law
enforcement officer or firefighter as defined in RCW 41.26.030, or
in_a position covered by annuity and retirement income plans
offered by institutions of higher education pursuant to RCW
28B.10.400, without suspensionof his or her benefit.

(3) If the retiree opts to reestablish membership under this
chapter, he or she terminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with this
chapter. However, if the right to retire is exercised to become
effective beforethe member has rendered two uninterruptedy ears of
service, the retirement formula and survivor options the member
had a the time of the member's previous retirement shall be
reinstated.

(4) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

NEW SECTION. Sec. 18. Anew section is addedto chapter
41.40 RCWto be codified under the subchapter heading "plan 3"to
read as follows:

(1) All employees who are not qualified under section 9 of this
act and who are first employed by an institution of higher education
in a position eligible for participation in old age annuities or
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retirement income plans under RCW 28B.10.400 on or after July 1,
2011, have a period of thirty days to make an irrevocable choice to:

(a) Become a member of the public employees' retirement
system plan 3 under this chapter; or

(b) Participate in the annuities or retirement income plan
provided by the institution.

(2) At the end of thirty days, if the member has not made a
choice to become a member of the public employees' retirement
system, he or she becomes a participant in the institution's plan
under RCW 28B.10.400, but does not become eligible for any
supplemental benefit under RCW 28B.10.400(1)(c).

Sec. 19. RCW 4140.037 and 2007 ¢50's 5 are each amended
toread as follows:

(2)(a) If a retiree enters employment with an employer sooner
than one calendar month after his or her accrual date, the retiree's
monthly retirement allowance will be reduced by five and one-half
percent for every eight hours worked during that month. This
reductionwill be applied each month until the retiree remains absent
from emp loy ment with an emp loyer for one full calendar month.

(b) The benefit reduction provided in (a) of this subsection will
accrue for a maximum of one hundred sixty hours per month. Any
benefit reduction over one hundred percent will be applied to the
benefit the retiree is eligible to receive in subsequent months.

(2)((a)Exceptas-provided-in-{b)-of thissubsection;)) A retiree
from plan 1, plan 2, or plan 3 who enters employment with an
employer a least one calendar month after his or her accrual date
may continue to receive pension payments while engaged in such
service for up to eight hundred sixty-seven hours of service in a
calendar year without a reduction of pension. For purposes of this
section, employment includes positions covered by annuity and
retirement income plans offered by institutions of higher education
pursuant toRCW 28B.10.400.

((€o)-A—retiree—from-plan—L-who-enters—ermployment-with-an

(3) If the retiree opts to reestablish membership under RCW
41.40.023(12), he or she terminates his or her retirement status and
becomes a member. Retirement benefits shall not accrue during
the period of membership and the individual shall make
contributions and receive membership credit. Such a member shall
have the right to again retire if eligible in accordance with RCW
41.40.180. However, if the right to retire is exercised to become
effective beforethe member has rendered two uninterruptedy ears of
service, the retirement formula and survivor options the member
had a the time of the member's previous retirement shall be
reinstated.

(4) The department shall collect and provide the state actuary
with information relevant to the use of this section for the select
committee on pension policy.

(5) The legislature reserves the right to amend or repeal this
section in the future and no member or beneficiary has a contractual
right to be employed for more than five months in a calendar year
without areduction of his or her pension.

Sec. 20. RCW 41.50.030 and 2004 c 242 s 42 are each
amended to read as follows:

(1) As soon & possible but not more than one hundred and
eighty days after March 19, 1976, there is transferred to the
department of retirement systems, except a otherwise provided in
this chapter, all powers, duties, and functions of:

(a) The Washington publicemployees' retirement sy stem;

(b) The Washington state teachers' retirement system;

(c) The Washington law enforcement officers’ and firefighters’
retirement sy stem;

(d) The Washington state patrol retirement system;

(e) The Washington judicial retirement sy stem; and

(f) The state treasurer with respect to the administration of the
judges' retirement fund imposed pursuant to chapter 2.12 RCW.

(2) OnJuly 1, 1996, there is transferred to the department all
powers, duties, and functions of the deferred compensation
committee.

(3) The department shall administer chapter 41.34 RCW.

(4) The department shall administer the Washington school
employees' retirement system created under chapter 41.35RCW.

(5) The department shall administer the Washington public

safety employees' retirement system created under chapter 41.37
RCW.
(6) The department shall administer the collection of employer
contributions and initial prefunding of the higher education
retirement p lan supp lemental benefits, also referred to asthe annuity
or retirement income plans created under chapter 28B.10 RCW.

Sec. 21. RCW 41.50.080 and 2004 c¢ 242 s 45 are each
amended to read as follows:

The state investment board shall provide for the investment of
all funds of the Washington public employees' retirement system,
the teachers' retirement system, the school employees' retirement
system, the Washington law enforcement officers' and firefighters'
retirement system, the Washingon state patrol retirement system,
the Washington judicial retirement system, the Washington public
safety employees’ retirement system, the higher education
retirement plan supplemental benefit fund, and the judges'
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retirement fund, pursuant to RCW 43.84.150, and may sell or
exchange investments acquired in the exercise of that authority.

Sec. 22. RCW 4150.110 and 2009 c 564 s 924 are each
amended to read as follows:

(1) Except asprovided by RCW 41.50.255 and subsection (6) of
thissection, all expenses of the administration ofthe department, the
expenses of administration of the retirement systems, and the
expenses of the administration of the office of the state actuary
created in chapters 2.10, 2.12, 28B.10, 41.26, 41.32, 41.40, 41.34,
41.35, 41.37, 4343, and 44.44 RCW shall be paid from the
department of retirement systems expense fund.

(2) In order to reimburse the department of retirement systems
expense fund on an equitable basis the department shall ascertain
and report to each employer, as defined in RCW 28B.10.400
41.26.030, 41.32.010, 41.35.010, 41.37.010, or 41.40.010, the sum
necessary to defray its proportional share of the entire expense ofthe
administration of the retirement system that the employer
participates in duringthe ensuing biennium or fiscal y ear whichever
may berequired. Such sum isto be computed in an amount directly
proportional to the estimated entire expense of the administration as
the ratio of monthly salaries of the employer's members bearsto the
total salaries of all members in the entire system. It shall then be
the duty of all such employers to include in their budgets or
otherwise provide the amounts so required.

(3) The department shall compute and bill each employer, as
defined in RCW 28B.10.400, 41.26.030, 41.32.010, 41.35.010,
41.37.010, or 41.40.010, at the end of each month for the amount
due for tha month to the department of retirement systems expense
fund and the same shall be paid as are its other obligations. Such
comp utation as to each employer shall be made on apercentage rate
of salary established by the department. However, the department
may a its discretion establish a system of billing based upon
calendar year quarters in which event the said billing shall be at the
end of each such quarter.

(4) The director may adjust the expense fund contribution rate
for each system at any time when necessary to reflect unanticipated
costs or savings in administering the department.

(5) An employer who fails tosubmit timely and accurate reports
to the department may be assessed an additional fee related to the
increased costs incurred by the department in processing the
deficient reports. Fees paid under this subsection shall be deposited
in the retirement sy stem expense fund.

(a) Every six months the department shall determine the amount
of an employer's fee by reviewing the timeliness and accuracy ofthe
reports submitted by the employer in the preceding six months. If
those reports were not both timely and accurate the department may
prospectively assessan additional fee under this subsection.

(b) An additional fee assessed by the department under this
subsection shall not exceed fifty percent of the standard fee.

(c) Thedepartment shall adopt rules imp lementingthis section.

(6) Expenses otherthan those under RCW 41.34.060(3) shall be
paid pursuant to subsection (1) of this section.

(7) During the 2007-2009 and 2009-2011 fiscal biennia, the
legislature may transfer fromthe department of retirement systems’
expense fund to the state general fund such amounts as reflect the
excess fund balance of the fund.

NEW SECTION. Sec.23. Except for sections 10 and 19 of
this act which take effect January 1, 2012, this act is necessary for
the immediate preservation of the public peace, health, or safety, or
support of the state government and its existing public institutions,
and takes effect July 1,2011."

Senator Schoesler spoke in favor of adoption of the striking
amendment.

The President declared the question before the Senate to be
the adoption of the striking amendment by Senator Schoesler and
others to Engrossed Substitute House Bill No. 1981.

The motion by Senator Schoesler carried and the striking
amendment was adopted by voice vote.

MOTION

There being no objection, the following title amendment be
adopted:
Onpage 1, line 2 of thetitle, after “plans;" strike the remainder

of the title and insert "amending RCW 28B.10.400, 28B.10.405,
28B.10410, 28B.10.415, 28B.10.417, 28B.10.423, 28B.10.430,
41.32.570, 41.32.800, 41.32.802, 41.32.860, 41.32.862, 41.35.060,
41.35.230, 41.37.050, 41.40.037, 4150.030, 41.50.080, and
41.50.110; adding a new section to chapter 41.32 RCW; adding a
new section to chapter 41.40 RCW; creating a new section;
providingeffective dates; and declaring an emergency."

MOTION

On motion of Senator Schoesler, the rules were suspended,
Engrossed Substitute House Bill No. 1981 as amended by the
Senate was advanced to third reading, the second reading
considered the third and the bill was placed on final passage.

Senators Schoesler and Conway spoke in favor of passage of
the bill.

MOTION
On motion of Senator Eide, Senator Kline was excused.

The President declared the question before the Senate to be
the final passage of Engrossed Substitute House Bill No. 1981 as
amended by the Senate.

ROLL CALL

The Secretary called the roll on the final passage of
Engrossed Substitute House Bill No. 1981 as amended by the
Senate and the bill passed the Senate by the following vote:
Yeas, 42; Nays, 0; Absent, 1; Excused, 6.

Voting yea: Senators Baxter, Becker, Benton, Carrell, Chase,
Conway, Delvin, Eide, Ericksen, Fain, Fraser, Hargrove, Harper,
Hatfield, Haugen, Hewitt, Hobbs, Honeyford, Kastama, Keiser,
Kilmer, King, Kline, Kohl-Welles, Litzow, Morton, Murray,
Nelson, Parlette, Pflug, Prentice, Pridemore, Ranker, Regala,
Rockefeller, Schoesler, Sheldon, Stevens, Swecker, Tom, White
and Zarelli

Absent: Senator Brown

Excused: Senators Baumgartner, Hill, Holmquist Newbry,
M cAuliffe, Roach and Shin

ENGROSSED SUBSTITUTE HOUSE BILL NO. 1981 as
amended by the Senate, having received the constitutional
majority, was declared passed. There being no objection, the title
of the bill was ordered to stand as thetitle of the act.

MOTION

On motion of Senator Eide, the Senate advanced to the
seventh order of business.

THIRD READING
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SUBSTITUTE SENATE BILL NO. 5749, by Senate
Committee on Higher Education & Workforce Development
(originally sponsored by Senators Brown, Hewitt and Shin).

Regarding the Washington advanced college tuition pay ment
(GET) program.

The bill was read on Third Reading.
MOTION

On motion of Senator Tom, the rules were suspended and
Substitute Senate Bill No. 5749 was returned to second reading
for the purpose of amendment.

SECOND READING

SUBSTITUTE SENATE BILL NO. 5749, by Senate
Committee on Higher Education & Workforce Development
(originally sponsored by Senators Brown, Hewitt and Shin)

Regarding the Washington advanced college tuition payment
(GET) program.

The measure was read the second time.
MOTION

Senator Tom moved that the following striking amendment
by Senators Tom and Becker be adopted:

Strike everything after the enacting clause and insert the
following:

"Sec. 1. RCW 28B.95.020 and 2007 c 405 s 8 are each
amended to read as follows:

The definitions in this section gpply throughout this chapter,
unless the context clearly requires otherwise.

(1) "Academic year' means the regular nine-month,
three-quarter, or two-semester period annually occurring between
August 1st and July 31st.

(2) "Account” means the Washington advanced college tuition
payment program account established for the deposit of all money
received by the board from eligible purchasers and interest earnings
on investments of funds in the account, as well as for all
expenditures on behalf of eligible beneficiaries for the redemption
of tuition units and for the development of any authorized college
savings program pursuant to RCW 28B.95.150.

(3) "Board" means the higher education coordinating board as
defined in chapter 28B.76 RCW.

(4) "Committee on advanced tuition payment" or "committee"
means a committee of the following members: The state treasurer,
the director of the office of financial management, the executive
director of the higher education coordinating board, or their
designees((5)); and ((twe)) four members to be appointed by the
governor and confirmed by the senate for four-year terms, one
representing program participants and ((ere)) three private business
representatives with marketing, public relations, or financial
expertise. Beginning with appointments made after the effective
date of this section, in making the three app ointments representing
private business, the governor must consider names from a list
provided by the president of the senate and the speaker of the house
of representatives. Appointment of the two additional members
representingprivate business s provided for in chapter . .., Laws of
2011 1st sp. sess. (this act) must be made by June 30, 2011, and shall
be confirmed by the senate by June 30, 2012.
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(5) "Governing body" means the committee empowered by the
legislature to administer the Washington advanced college tuition
payment program.

(6) "Contractual obligation" means a legally binding contract of
the state with the purchaser and the beneficiary establishing that
purchases of tuition units will be worth the same number of tuition
units at the time of redemption as they were worth at the time of the
purchase.

(7) "Eligible beneficiary " meanstheperson for whom thetuition
unit will be redeemed for attendance a an institution of higher
education. The beneficiary is that person named by the purchaser
at thetime that atuition unit contract is accepted by the governing
body. Qualified organizations, as allowed under section 529 of the
federal internal revenue code, purchasing tuition unit contracts as
future scholarships need not designate a beneficiary at the time of
purchase.

(8) "Eligible purchaser" means an individual or organization
tha has entered into a tuition unit contract with the governing body
for the purchase of tuition units for an eligible beneficiary. The
state of Washington may be an eligible purchaser for purposes of
purchasing tuition units to be held for granting Washington college
bound scholarships.

(9) "Full-time tuition charges" means resident tuition charges at
a state institution of higher education for enroliments between ten
credits and eighteen credit hours per academic term.

(10) "Institution of higher education” means an institution that
offers education beyond the secondary level and is recognized by
the internal revenue service under chapter 529 of the internal
revenue code.

(11) "Investment board" means the state investment board as
defined in chapter 43.33A RCW.

(12) "State institution of higher education™ means institutions of
higher education as defined in RCW 28B.10.016.

(13) "Tuition and fees" means undergraduate tuition and
services and activities fees as defined in RCW 28B.15.020 and
28B.15.041 rounded to the nearest whole dollar. For purposes of
this chapter, services and activities fees do not include fees charged
for the payment of bonds heretofore or hereafter issued for, or ather
indebtedness incurred to pay, all or part of the cost of acquiring,
constructing, or installingany lands, buildings, or facilities.

(14) "Tuition unit contrad™ means a contract between an
eligible purchaser and the governing body, or a successor agency
appointed for administration of this chapter, for the purchase of
tuition units for a specified beneficiary that may be redeemed a a
later date for an equal number of tuition units.

(15) "Unitpurchase price" meansthe minimum cost to purchase
one tuition unit for an eligible beneficiary. Generally, the
minimum purchase price is onepercent of the undergraduate tuition
and fees for the current year, rounded to the nearest whole dollar,
adjusted for the costs of administration and adjusted to ensure the
actuarial soundness of the account. The analysis for price setting
shall also include, but not be limited to consideration of past and
projected patterns of tuition increases, program liability, past and
projected investment returns, and the need for ap rudent stabilization
reserve.

Sec. 2. RCW 28B.95.030 and 2005 ¢ 272 s 2 are each
amended to read as follows:

(1) The Washington advanced college tuition pay ment program
shall be administered by the committee on advanced tuition
payment which shall be chaired by the executive director of the
board. The committee shall be supported by staff of the board.

(2)(a) The Washington advanced oollege tuition payment
program shall consist of the sale of tuition units, which may be
redeemed by the beneficiary at a future date for an equal number of
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tuition units regardless of any increase in the price of tuition, that
may have occurred in the interval.

(b) Each purchase shall be worth a specific number of or
fraction of tuition units a each state institution of higher education
as determined by the governing body.

(c) The number oftuition units necessary topay for afull years,
full-time undergraduate tuition and fee charges at a state institution
of higher education shall be set by the governing body at the time a
purchaser enters into a tuitionunit contract.

(d) The governing body may limit the number of tuition units
purchased by any one purchaser or on behalf of any one beneficiary,
however, no limit may be imposed that is less than that necessary to
achieve four years of full-time, undergraduate tuition charges at a
stateinstitution of higher education. The governing body also may,
at its discretion, limit the number of paticipants, if needed, to ensure
the actuarial soundness and integrity of the program.

(e) While the Washington advanced college tuition pay ment
program is designed to help all citizens of the state of Washington,
the governing body may determine residency requirements for
eligible purchasers and eligible beneficiaries to ensure the actuarial
soundness and integrity of the program.

(3)(a) No tuition unit may be redeemed until two years after the
purchase ofthe unit. Units may be redeemed for enrollment at any
institution of higher education tha is recognized by the internal
revenue service under chapter 529 of the internal revenue code.

(b) Units redeemed at a nonstate institution of higher education
or for graduate enrollment shall be redeemed a the rae for state
publicinstitutions in effect at the time of redemption.

(4) The governing body shall determine the conditions under
which the tuition benefit may be transferred to another family
member. In permitting such transfers, the governing body may not
allow the tuition benefit to be bought, sold, bartered, or otherwise
exchanged for goods and services by either the beneficiary or the
purchaser.

(5) The governing body shall administer the Washington
advanced college tuition payment program in a manner reasonably
designed to be actuarially sound, such that the assets of thetrust will
be sufficient to defray the obligations ofthetrust including the costs
of administration. The governing body may, a its discretion,
discount the minimum purchase price for certain kinds of purchases
such as those from families with young children, & long as the
actuarial soundness of the account is not jeopardized.

(6) The governing body shall annually determine current value
of a tuition unit.

(7) The governing body shall promote, advertise, and publicize
the Washington advanced college tuition pay ment program.

(8) In additionto any otherpowers conferred by this chapter, the
governing body may:

(a) Impose reasonable limits on the number of tuition units or
units that may be used in any one year;

(b) Determine andset any time limits, if necessary, forthe use of
benefits under this chapter;

(c) Impose and collect administrative fees and charges in
connection with any transaction under this chapter;

(d) Appoint and use advisory committees and the state actuary
as needed to provide programdirection and guidance;

(e) Formulate and adopt all other policies and rules necessary
for the efficient administration of the program;

(f) Consider the addition of an advanced payment program for
room and board contracts and also consider a college savings
program;

(g) Purchase insurance from insurers licensed to do business in
thestae, toprovide for coverage against any loss in connection with
the account's property, assets, or activities or to further insure the
value of the tuition units;

(h) Make, execute, and deliver contracts, conveyances, and
other instruments necessary to the exercise and discharge of its
powers and duties under this chapter;

(i) Contract for the provision for all or part of the services
necessary for the management and operation of the program with
other state or nonstate entities authorized to do business in the state;

(i) Contract for other services or for goods needed by the
governing body in the conduct of its business under thischapter;

(k) Contract with financial consultants, actuaries, auditors, and
other consultants as necessary to carry out its responsibilities under
this chapter;

(I) Solicit and accept cash donations and grants from any
person, governmental agency, private business, or organization; and

(m) Perform all acts necessary and proper to carry out the duties
and responsibilities of this program under this chapter.

Sec. 3. RCW 28B.95.080 and 1997 c 289 s 8 are each
amended to read as follows:

The governing body shall annually evaluate, and cause to be
evaluated by ((a—nationall—recognized)) the state actuary, the
soundness of the account and determine the additional assets
needed, if any, to defray the obligations of the account. The
governing body may, at its discretion, consult with a nationally
recognized actuary for periodic assessments of the account.

If funds are ((Ret-sufficient)) determined by the governing body,
based on actuarial analysis to be insufficient to ensure the actuarial
soundness of the account, the governing body shall adjust the price
of subsequent tuition credit purchases to ensure its soundness.

If there are insufficient numbers of new purchases to ensurethe
actuarial soundness of the account, the governing body shall request
such funds fromthe legislature as are required to ensure the integrity
of theprogram. Funds may be appropriated directly to the account
or gopropriated underthe condition that they be repaid at a later date.
The repayment shall be made at such time that the account is again
determined to be actuarially sound.

Sec. 4. RCW 28B.95.150 and 2001 c 184 s 2 are each
amended to read as follows:

(1) The committee may esteblish acollege savings program. If
such aprogram is established, the college savings program shall be
established, in such form as may be determined by the committee, to
be a qualified state tuition program as defined by the internal
revenue service under section 529 of the internal revenue code, and
shall be administered in a manner consistent with the Washington
advanced college tuition payment program. The committee, in
planning and devising the program, shall consult with the state
|nvestment board the state treasurer ((-—gualified—actuarial

: : : plans))
he state aduary, the Ieglslatlve fiscal and hlgher educaion

committees, and the institutions of higher education. The
governing body may, at its discretion, consult with a qualified
actuarial consulting firm with appropriate expertise to evaluate such
plans for periodic assessments of the program.

(2) Up to two hundred thousand dollars of administrative fees
collected from guaranteed education tuition program participants
may be applied as a loan to fund the development of a college
savings program. This loan must be repaid with interest before the
conclusion of the biennium in whichthe committee draws funds for
this pumpose from the advanced college tuition payment program
account.

(3) If such a college savings program is established, the college
savings program account is created in the custody of the state
treasurer for the pumpose of administering the college savings
program. If created, the account shall be a discrete nontreasury
account inthe custody ofthe state treasurer. Interest earnings shall
be retained in accordance with RCW 43.79A.040. Disbursements
from the account, except for program administration, are exempt
from gppropriations and the allotment provisions of chapter 43.88
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RCW. Money used for program administration is subject to the
allotment provisions, but without appropriation.

(4) The committee, after consultation with the state investment
board, shall determine the investment policies for the college
savings program. Program contributions may be invested by the
state investment board or the committee may contract with an
investment company licensed to conduct business in this state to do
theinvesting. The committee shall keep or causeto be kept full and
adequate accounts and records of the assets of each individual
participant in the college savings program.

(5) Neitherthe state nor any eligible educational institution may
be considered or held to be an insurer of the funds or assets of the
individual participant accounts in the college savings program
created under this section nor may any such entity be held liable for
any shortage of funds in the event tha balances in the individual
participant accounts are insufficient to meet the educational
expenses of the institution chosen by the student for which the
individual participant account was intended.

(6) The committee shall adopt rules to implement this section.
Such rules shall include but not be limited to administration,
investment management, promotion, and marketing; compliance
with internal revenue service standards; app lication procedures and
fees; start-up costs; phasing in the savings program and withdrawals
therefrom; deterrents to early withdrawals and provisions for
hardship withdrawals; and reenrollment inthe savings program after
withdrawal.

(7) The committee may, at its discretion, determine to cease
operaion of the college savings program if it determines the
continuation is not inthe best interest of the state. The committee
shall adopt rules to implement this section addressing the orderly
distribution of assets.

NEW SECTION. Sec. 5. (1) Pursuant to passage of
Engrossed Second Substitute House Bill No. 1795 (the higher
education opportunity act), and to maintain the actuarial soundness
of the account and to lower the risk to the state of incurring
additional unfunded liability, the governing body as defined in
RCW 28B.95.020 shall, with the assistance of the state actuary,
assess the financial solvency of the advanced college tuition
payment program and shall determine if any changes should be
made to the program for units purchased on or after September 1,
2011, including, but not limited to:

(a) Establishing a unit payout value that increases predictability
and affordability to consumers;

(b) M odifyingthe tuitionunit price;

(c) Modifying the contracting of tuition unit purchases to better
align the tuition unit price paid throughout the length ofthe contract
with the price established for each enrollment period; and

(d) Modifyingthe enroliment period.

(2) The governing body shall submit a report of these efforts to
the governor andthe appropriate fiscal committees of the legislature
no later than October 1, 2011.

(3) This section expires December 31, 2011.

NEW SECTION. Sec.6. A new section is added to chapter
28B.95 RCWo read as follows:

(1)(a) A legislative advisory committee to the committee on
advanced tuition payment is established. The advisory committee
shall consist of the following members:

(i) Two members from each of the two largest caucuses of the
house of representatives appointed by the speaker of the house of
representatives. At least one member from each caucus shall bea
member of the house of representatives ways and means committee
and at least one member from each caucus shall be a member of the
house of representatives higher education committee; and

(i) Two members from each of the two largest caucuses of the
senate appointed by the president of the senate. At least one
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member from each caucus shall be amember ofthe senate ways and
means committee and a least one member from each caucus shall
be a member of the senate higher education and workforce
development committee.

(b) All members must be appointed by June 30, 2011, and must
servea termof no less than two years.

(c) Vacancies on the advisory committee shall be filled by
appointment by either the president of the senate or the speaker of
the house of representatives. All such vacanciesshall be filled from
the same political party and from the same house as the member
whose seat was vacated.

(d) The members of the advisory committee shall serve without
additional compensation, but shall be reimbursed in accordance
with RCW 44.04.120 while atending meetings of the advisory
committee and of the committee on advanced tuition pay ment.

(e) The advisory committee shall gopoint its own chair and vice
chair and shall meet at least once annually.

(2) The advisory committee shall provide advice to the
committee on advanced tuition payment and the state actuary
regarding the administration of the program including, but not
limited to, pricing guidelines, the tuition unit price, and the unit
payoutvalue.

(3) Staff support for the advisory committee must be jointly
provided by the senate committee services and the house of
representatives office of program research.

Sec. 7. RCW 44.44.040 and 2003 ¢ 295 s 4 and 2003 ¢ 92 52
are each reenacted and amended to read as follows:

The office of the state actuary shall have the following powers
and duties:

(1) Perform all actuarial services for the department of
retirement systems, includingall studies required by law.

(2) Advise the legislature and the governor regarding pension
benefit provisions, and funding policies and investment policies of
the state investment board.

(3) Consult with the legislature and the governor concerning
determination of actuarial assumptions used by the department of
retirement sy stems.

(4) Prepare a report, to be known as the actuarial fiscal note, on
each pension bill introduced inthe legislature which briefly explains
the financial impact of the bill. The actuarial fiscal note shall
include: (a) The statutorily required contribution for the biennium
and the following twenty-five years; (b) the biennial cost of the
increased benefits if these exceed the required contribution; and (c)
any change in the present value of the unfunded accrued benefits.
An actuarial fiscal note shall also be prepared for all amendments
which are offered in committee or on the floor of the house of
representatives or the senate to any pension bill. However, a
majority of the members present may suspend the requirement for
an actuarial fiscal note for amendments offered onthe floor of the
house of representativesor the senate.

(5) Provide such actuarial services to the legislature as may be
requested from time to time.

(6) Provide staff and assistance to the committee established
under RCW 41.04.276.

(7) Provide actuarial assistance to the law enforcement officers'

and firefighters' plan 2 retirement board as provided in chapter 2,
Laws of 2003. Reimbursement for services shall be made to the
state actuary under RCW 39.34.130 and section 5(5), chapter 2,
Laws of 2003.
(8) Provide actuarial assistance to the committee on advanced
tuition payment pursuant to chapter 28B.95 RCW, including
recommending a tuition unit price to the committee on advanced
tuition payment to be used in the ensuing enrollment period.
Reimbursement for services shall be made to the state actuary under
RCW 39.34.130.
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NEW SECTION. Sec. 8. Sections 1 and 6 of this act are
necessary forthe immediate preservation ofthe public peace, health,
or safety, or support of the state government and its existing public
institutions, and take effect immediately."”

Senator Tom spoke in favor of adoption of the striking
amendment.

The President declared the question before the Senate to be
the adoption of the striking amendment by Senators Tom and
Becker to Substitute Senate Bill No. 5749.

The motion by Senator Tom carried and the striking
amendment was adopted by voice vote.

MOTION

There being no objection, the following titleamendment was
adopted:

On page 1, line 2 of the title, after "program;" strike the
remainder of the title and insert "amending RCW 28B.95.020,
28B.95.030, 28B.95.080, and 28B.95.150; reenacting and amending
RCW 44.44.040; adding a new section to chapter 28B.95 RCW,;
creating a new section; providing an expiration date; and declaring
an emergency."

MOTION

On motion of Senator Tom, the rules were suspended,
Engrossed Substitute Senate Bill No. 5749 was advanced to third
reading, the second reading considered the third and the bill was
placed on final passage.

Senator Brown spoke in favor of passage of the bill.

The President declared the question before the Senate to be
the final passage of Engrossed Substitute Senate Bill No. 5749.

ROLL CALL

The Secretary called the roll on the final passage of
Engrossed Substitute Senate Bill No. 5749 and the bill passed the
Senate by the following vote: Yeas, 41; Nays, 3; Absent, 1;
Excused, 4.

Voting yea: Senators Baxter, Becker, Benton, Brown,
Carrell, Conway, Delvin, Eide, Ericksen, Fain, Fraser, Harper,
Hatfield, Haugen, Hewitt, Hill, Hobbs, Holmquist Newbry,
Honeyford, Kastama, Keiser, Kilmer, King, Kline, Kohl-Welles,
Litzow, Morton, Murray, Parlette, Prentice, Pridemore, Ranker,
Regala, Rockefeller, Schoesler, Sheldon, Stevens, Swecker,
Tom, White and Zarelli

Voting nay: Senators Chase, Nelson and Pflug

Absent: Senator Hargrove

Excused: Senators Baumgartner, McAuliffe, Roach and Shin

ENGROSSED SUBSTITUTE SENATE BILL NO. 5749,
having received the constitutional majority, was declared passed.
There being no objection, the title of the bill was ordered to stand
as the title of the act.

MOTION TO LIMIT DEBATE

Senator Eide: “Mr. President, | move that the members of the
Senate be allowed to speak but once on each question before the
Senate, that such speech be limited to three minutes and that
members be prohibited from yielding their time, however, the
maker of a motion shall be allowed to open and close debate. This
motion shall be in effect through May 21,2011.”

The President declared the question before the Senate to be
the motion by Senator Eide to limit debate.

The motion by Senator Eide carried and debate was limited
through May 21, 2011 by voice vote.

PERSONAL PRIVILEGE

Senator Zarelli: “Thank you Mr. President. I just want to
share something with the body. Last night unfortunately we lost
my wife’s mother to a long battle with Alzheimer’s disease and in
some ways it’s good for her. It’s been a long struggle but I just
want to do is take a minute and it’s the privilege I guess we get on
this floor to honor somebody. I would just like to say that she was
a great woman in the sense of being a mom, grandmother and a
wife and unfortunately the disease took away the opportunity to
get to know her great grandson, my grandson, but she passed last
night and Mr. President, | also wanted to take a minute to
recognize my father-in-law. We talk a lot on this floor about the
compassion that we try to do in this job to try to help people and
he exemplified what | think it is as the responsibility of a husband
and that vow we take to love each other through good times and
bad times, ‘till death do us part.” This is a man who refused, after
all these years that he had cared for her to turn that care over to
another despite the fact that at times that it got financially
challenging, physically challenging. Dealing with his own
medical issues as well as the emotional challenge. Up to the last
day he refused to turn that responsibility over to another and for
that 1 want to honor him as well and just share this with the body.
Thank you Mr. President.”

MOTION

On motion of Senator Eide, the Senate reverted to the sixth
order of business.

SECOND READING
SENATE BILL NO.5942, by Senators Hewitt and Zarelli

Warehousing and distribution of spirits, including the lease
and modernization of the state's spirits warehousing and
distribution facilities and related operations. Revised for 1st
Substitute: Concerning the warehousing and distribution of
liquor, including the lease and modernization of the state's liquor
warehousing and distribution facilities.

MOTION

On motion of Senator Benton, Substitute Senate Bill No.
5942 was substituted for Senate Bill No. 5942 and the substitute
bill was placed on the second reading and read the second time.

MOTION

Senator Ericksen moved that the following amendment by
Senator Ericksen be adopted:

On page 1, line 11, strike "a private sector lessee” and insert
"private sector lessees"

On page 2, line 3, strike "a private sector entity" and insert
"multiple private sector entities™

Onpage 2, line 11, after "entities." insert the following:
"The competitive process must be designed in such a way to allow
for:

(a) Mutkiple entities to contract for liquor warehousing and
distribution;

(b) A decentralized warehousingand distribution system;

(c) A method to utilize volume discounts for sales to licensees;
and
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(d) A provision for licensees to enter in to cooperaive
agreements for liquor warehousingand distribution."

Onpage 2, line 20, strike "exclusive"

Onpage 3, line 1, strike "the" and insert "each"

Onpage 4, line 4, strike "proposal” and insert "proposals"

On page 4, line 13, strike "a proposal” and insert “selected
proposals”

On page 4, line 14, strike "tha proposal” and insert "the
proposals"

Onpage 4, line 15, strike "that entity” and insert "the entities”

Onpage 4, line 18, strike "exclusive"”

On page 5, line 15, strike "a private entity” and insert "privae
entities"

On page 5, beginning on line 16, strike "a selected private
entity" and insert "selected private entities"

Renumber the remaining sections consecutively and correct any
internal references accordingly .

Senator Ericksen spoke in favor of adoption of the
amendment.

Senators Zarelli and Murray spoke against adoption of the
amendment.

The President declared the question before the Senate to be
the adoption of the amendment by Senator Ericksen on page 1,
line 11 to Substitute Senate Bill No. 5942.

The motion by Senator Ericksen failed and the amendment
was not adopted by voice vote.

MOTION

Senator Sheldon moved that the following amendment by
Senators Sheldon, Ericksen and Tom be adopted:

Onpage 2, line 9, after "partner" strike "excluding" and insert
"including”

Senator Sheldon spoke in favor of adoption of the
amendment.

Senators Zarelli and Murray spoke against adoption of the
amendment.

The President declared the question before the Senate to be
the adoption of the amendment by Senators Sheldon, Ericksen
and Tom on page 2, line 9 to Substitute Senate Bill No. 5942.

The motion by Senator Sheldon failed and the amendment
was not adopted by voice vote.

MOTION

Senator Kastama moved that the following amendment by
Senators Kastama and Prentice be adopted:

On page 3, after line 34, insert the following:

"(c) Prior to conductingthe competitive process outlined in this
section, the request for proposal developed by the office of financial
management shall be reviewed by the House and Senate Fiscal
Committees. Opportunity for public comment regarding the
request for proposal shall be provided."

Renumber the remaining sections consecutively and correct any
internal references accordingly .

Senator Kastama spoke in favor of adoption of the
amendment.

The President declared the question before the Senate to be
the adoption of the amendment by Senators Kastama and Prentice
on page 3, after line 34 to Substitute Senate Bill No. 5942.

The motion by Senator Kastama carried and the amendment
was adopted by voice vote.
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MOTION

Senator Tom moved that the following amendment by
Senator Tombe adopted:

On page 8, line 12, after "Sec. 10." strike "This" and insert
"Except for section 2 of this act, this"

On page 8, after line 15, insert the following:

"NEW SECTION. Sec. 11. Section 2 of this act takes effect:

(1) September 7, 2011, if an initiative providing for liquor
privatization is not certified forplacement on the 2011 state general
election ballot by the secretary of state; or

(2) November 9, 2011, if an initiative providing for liquor
privatization is p laced on the 2011 state general election ballot."

Onpage 1, line 4 of thettitle, after "66 RCW;" insert "providing
contingent effective dates;"

Senators Tom and Ericksen spoke in favor of adoption of the
amendment.

Senators Zarelli and Murray spoke against adoption of the
amendment.

The President declared the question before the Senate to be
the adoption of the amendment by Senator Tomon page 8, line 12
to Substitute Senate Bill No. 5942.

The motion by Senator Tom failed and the amendment was
not adopted by voice vote.

MOTION

Senator Sheldon moved that the following amendment by
Senator Sheldon be adopted:

On page 8, startingon line 12 strike all of section 10

Senator Sheldon spoke in favor of adoption of the
amendment.

The President declared the question before the Senate to be
the adoption of the amendment by Senator Sheldon on page 8,
line 12 to Substitute Senate Bill No. 5942.

The motion by Senator Sheldon carried and the amendment
was adopted by voice vote.

MOTION

There being no objection, the following titleamendment was
adopted:
On page 1, line 4 of the title, after "RCW", strike "; and

declaring an emergency"

MOTION

On motion of Senator Zarelli, the rules were suspended,
Engrossed Substitute Senate Bill No. 5942 was advanced to third
reading, the second reading considered the third and the bill was
placed on final passage.

Senator Zarelli spoke in favor of passage of the bill.

Senators Tom and Sheldon spoke against passage of the bill.

The President declared the question before the Senate to be
the final passage of Engrossed Substitute Senate Bill No. 5942.

ROLL CALL

The Secretary called the roll on the final passage of
Engrossed Substitute Senate Bill No. 5942 and the bill passed the
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Senate by the following vote: Yeas, 31; Nays, 14; Absent, O;
Excused, 4.

Voting yea: Senators Benton, Brown, Carrell, Chase,
Conway, Delvin, Eide, Fain, Harper, Hatfield, Hewitt, Hill,
Hobbs, Honeyford, Kastama, Keiser, Kilmer, King, Kohl-Welles,
Litzow, Morton, Murray, Nelson, Pflug, Ranker, Regala,
Rockefeller, Schoesler, Swecker, White and Zarelli

Voting nay: Senators Baxter, Becker, Ericksen, Fraser,
Hargrove, Haugen, Holmquist Newbry, Kline, Parlette, Prentice,
Pridemore, Sheldon, Stevens and Tom

Excused: Senators Baumgartner, McAuliffe, Roach and Shin

ENGROSSED SUBSTITUTE SENATE BILL NO. 5942,
having received the constitutional majority, was declared passed.
There being no objection, the title of the bill was ordered to stand
as the title of the act.

MOTION

At 2:15p.m., on motion of Senator Eide, the Senate ad journed
until 2:00 p.m. Sunday, May 22, 2011.

BRAD OWEN, President of the Senate

THOMASHOEM ANN, Secretary of the Senate
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