Il. C - Expenditures

Administrative Assumptions

. This bill affects approximately 70 current LEOFF Plan 2 members.

. The Department of Fish and Wildlife will provide DRS with the applicable time served as an Enforcement Officer.

. If the invoice is not paid in full by the deadline, all payments made by the member will be refunded.

. An ex-spouse’s benefit is not impacted by the member’s decision to transfer service credit.

) The Office of the State Actuary will determine the amount of the employer contribution required to ensure that
the contribution level to LEOFF Plan 2 will not increase as a result of this transfer.

. Only full months of service can be transferred to LEOFF Plan 2. Partial service transfers are not allowed.

. The option for actuarial reduction of a retirement benefit is only available to members who die or retire for
disability prior to five years from their election date.

° If the PERS Enforcement Officer service credit has been withdrawn, it must be restored before it can be transferred
to LEOFF.

The assumptions above were used in developing the following workload impacts and cost estimates.

Benefits/Customer Service

DRS will send an initial letter to Enforcement Officers notifying them when the transfer election is available, and provide

detailed individual cost estimates once information on prior service is received from the Department of Fish and Wildlife.

In order to implement the legislation, the following tasks will be accomplished:

. Modify the Election to Transfer Membership form

. Prepare estimated member billings

. Create content material for the informational packet provided to each eligible member (e.g., Service Credit
Worksheet, Benefit Comparison, Estimate of Benefits)

. Update policies and procedures

. Update the Retirement Services Division (RSD) Online Operations Manual

. Participate in the business requirements definition for the agency’s automated systems

. Conduct user acceptance testing of automated system modifications

. Conduct staff training

. Process the transfer of service credit

Retirement Services Analyst 3 — 266 hours (salaries/benefits) $8,455
Total Estimated Benefits/Customer Service Costs $8,455

Automated Systems

The billings for contributions will require modifications to DRS’ automated Member Information System (MIS) to create a
new optional bill type in order to distinguish those eligible for this legislation. Resources required for development,
modification and testing are:

Information Technology Specialist 4 — 180 hours (salaries/benefits) $7,947
Programmer time of 150 hours @ $95 $14,250
DIS* cost of $500 per week for 8.25 weeks $4,125
Total Estimated Automated Systems Costs $26,322

*cost for mainframe computer processing time and resources at the Department of Information Service

ESTIMATED TOTAL COST TO IMPLEMENT THIS BILL:

2007-09 2009-11 2011-13
BENEFITS/CUSTOMER SERVICE $8,455 SO SO
AUTOMATED SYSTEMS $26,322 $o0 $o
ESTIMATED TOTAL COSTS $34,777 1] 1]
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and alternate ranges (if appropriate), are explained in Part I1.
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If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
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|:| Capital budget impact, complete Part 1V.
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Part |1: Narrative Explanation

[I. A - Brief Description Of What The Measure Does That Has Fiscal | mpact

Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency.

Section 1 (1) - Thisbill allows WDFW Enforcement Officersto transfer their service credit in the Public Employees
Retirement System (PERS) Plan 2 to the Law Enforcement Officers' and Firefighters Retirement System (LEOFF) Plan
2. Officers must request to transfer their service credit by June 30, 2013.

Section 1 (2) (a) - WDFW Officers who elect to transfer service credit must make the payments prior to having service
credit earned as an officer with WDFW under PERS 2 transferred to LEOFF 2.

Section 1 (2) (b) - WDFW Officers who choose to transfer service credit must pay the difference between the
contributions he or she paid to PERS 2 and the contributions he or she would have paid to LEOFF 2. This payment must
be made no earlier than June 30, 2013, and must be completed prior to retirement.

Section 1 (2) (c) - No later than June 30, 2014, WDFW must pay an amount sufficient to ensure that the contribution
level to LEOFF will not increase due to this transfer.

Section 1 (2) (d) - Upon completion of payment required in (b), WDFW must transfer from PERS 2 to LEOFF 2 all
employee's'employer contributions plus interest and al of his or her applicable months of service.

Section 1 (2) (e) - This subsection explains the process of calculating the member's benefit if he or she dies or retires for
disability prior to five years from his or her election date.

Section 1 (2) (f) - Upon transfer of service credit, the employee is permanently excluded from membership in PERS for
all serviceasafish and wildlife officer.

[1. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section
number and when appropriate the detail of the revenue sources. Briefly describe the factual basis of the assumptions and the method by which the
cash receiptsimpact is derived. Explain how workload assumptions trandate into estimates. Distinguish between one time and ongoing functions.

N/A

[1.C - Expenditures

Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting fromthis legislation), identifying by section
number the provisions of the legislation that result in the expenditures (or savings). Briefly describe the factual basis of the assumptions and the
method by which the expenditure impact is derived. Explain how workload assumptions translate into cost estimates. Distinguish between one time
and ongoing functions.

State Actuary's assumptions:

-67 members out of the total 108 active WDFW enforcement officers have eligible prior service credit in PERS 2 and
could be affected by this bill.

-60 out of 67 eligible WDFW enforcement officers will transfer past PERS 2 service credit to LEOFF 2.

-Estimated payments required from WDFW could be about $3 million.

Prior to FY 14, it is unknown how many officers will opt to transfer their service credit. Therefore, the fiscal impact is
indeterminate. After FY 13, the Agency would pay the remainder of its share of the cost, approximately $3 million total.

Part I11: Expenditure Detail

Part |V: Capital Budget | mpact

Request # 08-FN033-2
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N/A

Part V: New Rule Making Required

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

N/A

Request # 08-FN033-2
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Recent Activity On The Issue A |

& Executive Committee forwarded issue to you this interim
® LEOFF 2 Board requested coordination

@ SCPP studied issue last interim

& SCPP recommended a bill in 2008 session
m LEOFF 2 Board endorsed it
m SSB 6645 passed Ways & Means but did not pass the Senate

0:\SCPP\2008\9-16-08 Full\5. Interruptive Millitary Svc Credit.ppt 2

The Nuts And Bolts... o e 7

& What is “interruptive military service?”

® Member leaves public employment to serve in the
uniformed services

® Service is honorable
® Member returns to public employment after discharge
@ Federal law (USERRA) sets minimum standards

® For benefit accrual and vesting purposes, treat members
as if they were not absent from their job

m Members don’t have to lose service credit

B Members repay contributions (no interest) to get service
credit

® DRS bills employers for the employer contributions plus JJRE.

interest ﬁ
I v ¢
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Why Free Service Credit? A9 ]

& States can be more generous than what is required
under USERRA

& Last interim, SCPP wanted to do more for those serving
in a period of war
& SCPP’s 2008 Proposal:
® Interruptive military service credit would be free to those
serving in a period of war
B Members relieved from repaying member contributions
E Employers still pay employer contributions plus interest
B “Period of war” is already defined in state statute
# Declared wars
E Armed conflicts

o8 e of the Save Achaary i i ¢
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Who Gets The Benefit? O o

& 2008 SCPP proposal affected members of the open plans
m Plans 2 and 3 of PERS, TRS and SERS
® LEOFF 2
m PSERS
®m Washington State Patrol Plan 2

& 2008 SCPP proposal affected anyone eligible to apply for
this service credit after the bill’s effective date
® Members must apply before retiring

E The military service credit could have been earned in the
past

E Focus was on the service credit transaction, not when the
service occurred

< Office of the State Actuary
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2008 Bill Did Not Provide For Refunds A 7

@ USERRA gives members a long time to pay back
contributions
®m Repay contributions within USERRA time frame
B Repay actuarial cost if late under USERRA but still prior to
retirement
B Members have their entire career to apply for the service
credit
& Those who already completed their transactions could
not get refunds

® Complaints that members who already paid were, in
effect, penalized

—
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LEOFF 2 Board Wanted Other Options AR oF

& Explore possible retroactive applications

& Avoid having different results for members serving in the
same period of war

@ Bring a joint recommendation to the legislature for the
2009 session

< Office of the State Actuary
“Securing tomorton s penscs today
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Options For Applying The Benefit

=5 Office of the State Actuary . L o
. 0:\S€PP\2008\9-16.08 Full', Interruptive_Milltary._Svc_Credit, ppt 8

Prospective

Past and Prospective, No Refunds

Past and Prospective, Refunds for Recent Service
Past and Prospective, Refunds for All Service

Prospective Service Only

Only eligible service after effective date of bill
Least generous to members

Least costly

Consistent with intergenerational equity

No refunds to administer

Some members serving in the same period of war will be
treated differently.

< Office of the State Actuary
“Securing tomorton s penscs today
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Past & Prospective, No Refunds

& More generous to members than previous option
® Covers more eligible service

® DRS would accept service credit applications from
members after the effective date of the bill

® Members have until they retire to initiate a service credit

transaction

m Eligible service can be any time during the member’s
career

m Covers prospective service and past service
® Approach used in last year’s bill
& No refunds

® |nconsistency among members with service in the same

period of war

0:\SCPP\2008\9-16-08 Full\5. Interruptive Millitary Svc Credit.ppt

10

Past & Prospective, Refunds For Recent Service

& |nvolves some refunds

® More impacts on plan administration

®m Cost impact depends on how far back you go
® Allows for more consistent benefits among members
@ How far do you go back for refunds?

® Consider ongoing periods of war

E Operation Iraqi Freedom (Persian Gulf)

# Operation Enduring Freedom (southern or central Asia,
including Afghanistan)

m Others?

< Office of the State Actuary
“Securing tomorton s penscs today
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3

Past & Prospective, Refunds For All Service

@ Any eligible service during a member’s career
® Most generous to members
& More refunds required
® Most costly

& Inconsistent with intergenerational equity

® Benefit not funded over member’s career
Hardest to administer

0:\SCPP\2008\9-16-08 Full\5. Interruptive Millitary Svc Credit.ppt 12

Next Steps T

& Executive Committee is scheduled to give direction on
today’s agenda at it’s afternoon meeting
®m Can take no action
® Can recommend an option

E Staff would then bring back a bill draft and draft fiscal note
to the full SCPP

N Office of the State Actuary ,
oy o
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