BOARD MEETING AGENDA
March 26, 2014 - 9:30 AM

Plan 2 Hetlrement Board

LOCATION

STATE INVESTMENT BOARD
Large Conference Room, STE 100
2100 Evergreen Park Drive S.W.
Olympia, WA 98502

Phone: 360.586.2320

Fax: 360.586.2329
recep@leoff.wa.gov

1. Approval of Minutes 9:30 AM
December 2013-February 2014

2. 2014 Legislative Update 9:35 AM
Ryan Frost, Research Analyst

3. 2014 Interim Planning 10:30 AM

Paul Neal, Senior Legal Counsel
4. Administrative Update
e SCPP Update 11:30 AM

¢ Outreach Activities

5. New Board Email Accounts 12:00 PM
Tammy Harman, Administrative Services Manager
6. Board Self Evaluation Results 12:45 PM

Steve Nelsen, Executive Director

7. Possible Executive Session 1:15 PM
Regarding Directors Evaluation

8. Agenda Items for Future Meetings 2:15PM

Lunch is served as an integral part of the meeting.

In accordance with RCW 42.30.110, the Board may call an Executive Session for the purpose of
deliberating such matters as provided by law. Final actions contemplated by the Board in Executive
Session will be taken in open session. The Board may elect to take action on any item appearing on this agenda.



Plan 2 Retnement Board

2014 Legislative Update

Report Type:
Educational Briefing

Presenter Name and Title:
Ryan Frost, Research Analyst

Summary:
Review of bills relevant to the Board considered by the 2014 Legislature

Strategic Linkage:
This item supports the following Strategic Priority Goals:
Inform the stakeholders.

ATTACHMENTS:
Description Type
b 2014 Legislative Update Presentation Report

b 2014 Legislative Update Report Report
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2014 Legislative Update

March 26, 2014




Overview

* Key Issues
* Legislation Passed Affecting LEOFF 2

* Legislation Not Passed That Would Have
Affected LEOFF 2

* Other Pension Legislation
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Key Issues

Budget Bill
 Contribution Rates Unchanged

* No Alternate Revenue Payment
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Legislation Passed Affecting LEOFF 2

 Board Request Bill: Correcting the Expiration Date of the
Definition of Fire Fighter (HB 2456)

 Board Request Bill: Creating an Optional Life Annuity
Benefit for LEOFF Plan 2 Members (SB 6120)
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Legisiation Not Passed That Would
Have Affected LEOFF 2

* Board Request Bill: Career Change (HB 2479/SB 6397)

* Extending FAS/Furlough Protections to 2013-2015
Biennium (SHB 1820)

 Requiring all DRS Employers to Participate in the State
Deferred Compensation Program (HB 2736)
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Other Pension Legislation

 Passed

— DRS & SCPP Request Bill: Removing the Statutory
Provision that Allows Members of Plan 3 Retirement

Systems’ to Select a New Contribution Rate Option
Each Year (SB 6321)

— Allowing Purchase of Individual Securities in a Public
Deferred Compensation Program (SB 6328)
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Other Pension Legislation

 Not Passed

— Requiring Employers to Pay Additional Contributions (SHB 2018)

— DRS & SCPP Request Bill: Correcting PERS Retiree Return to Work Restrictions (HB
2407)

— Creating the “Save Toward a Retirement Today” (STaRT) Savings Plan (HB 2474)
— Addressing PERS Survivor Benefits for Deceased Domestic Partners (HB 2485)
— Reducing the Retirement Age for Time in the Uniformed Services (HB 2735)

— Defining Excess Compensation to Include High Levels of Overtime (SB 5392)
— Optional Defined Contribution Plan for Public Employees (ESSB 5851)

— Creating a Defined Contribution Retirement Plan Option for Elected Officials (SB
6305)

— Defining Compensation for Elected Official Benefit Calculations (SB 6459)

Plan 2 Retirement Board




Questions?

Contact:
— Ryan Frost
— Research Analyst
— (360) 586-2325

— ryan.frost@leoff.wa.gov

ILEOFF

" Plan 2 Retirement Board




Plan 2 Retirement Board

2014 Legislative Update

Budget Bills

Making 2014 Supplemental Operating Appropriations (ESSB 6002)
The operating expenses of the state government and its agencies and programs are
funded on a biennial basis by an omnibus operations budget adopted by the Legislature
in odd-numbered years. In subsequent legislative sessions, a supplemental budget is
adopted, making various modifications to agency appropriations. State operating
expenses are paid from the state general fund and from various dedicated funds and
accounts.

The 2013-15 biennial appropriations for the various agencies and programs of the state
are modified. This final budget does not change contribution rates set by the LEOFF Plan
2 Retirement Board, and did not include an alternate revenue payment.

e Delivered to Governor 3/13

Board Request Bill: Correcting the Expiration Date of the Definition of Fire Fighter
(HB 2456)
Eliminates the expiration date on the statutory provision in the LEOFF definition of fire
fighter that includes emergency medical technicians (EMTs). This continues EMTs
eligibility for LEOFF membership.
e Delivered to Governor 3/11

Board Request Bill: Creating an Optional Life Annuity Benefit for LEOFF Plan 2 Members
(SB 6201)
Allows LEOFF Plan 2 members to roll over funds from certain tax-qualified plans to
purchase a life annuity from the LEOFF Plan 2 trust fund at the time of retirement.
e Delivered to Governor 3/12

Board Request Bill: Career Change (HB 2479/SB 6397)
This bill would restrict the ability of a LEOFF Plan 2 retiree from continuing to receive
their pension while employed in a position that performs primarily LEOFF duties but is

not LEOFF eligible. An example of this type of position would be a less than full-time
police chief or fire chief.
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FAS/Furlough Protection (SHB 1820)
This bill would extend the modifications to salary averaging periods for retirees in the
DRS administered system to include forgone salary due to employer approved budget
reduction strategies, such as furloughs and salary decreases. Any retirees affected by
furloughs in this biennium will have their benefits recalculated. Additionally, any
employer who has approved such a strategy will be required to pay an amount equal to
the employer and employee contributions on the foregone salary during the biennium.
This bill was amended to require employers with approved salary reduction plans to pay
an amount equal to the employee and employer contributions on all the foregone salary
under the plan.

Employer Participation in the State Deferred Compensation Program (HB 2736)
This bill would require all public employers that employ members of a DRS administered
retirement system to allow their employees to participate in the State administered
Deferred Compensation Program.

Passed

DRS & SCPP Request Bill: Removing the statutory provision that allows members of plan 3

of the public employees' retirement system, school employees' retirement system, and

teachers' retirement system to select a new contribution rate option each year (SB 6321)
Previously, a TRS Plan 3 member has the option to change his or her contribution rate
each January. This bill amended RCW 41.34.040 to remove this annual option, effective
after January of 2015. While this statutory option applies to Plan 3 members of PERS
and SERS as well, it has never been implemented in those plans. The Internal Revenue
Service required this modification in order to ensure the Plans 3 retain favorable tax
qualification.

e Delivered to Governor 3/12

Allowing Purchase of Individual Securities in a Public Deferred Compensation Program
(SB 6328)
Allows employers to authorize employees participating in the employer sponsored
deferred compensation plan to purchase individual securities within the plan
investment options.
e Delivered to Governor 3/12

Not Passed

Regarding Additional Employer Contribution Rates (SHB 2018)
This bill would require the Pension Funding Council to assess an additional employer
specific contribution rate sufficient to pay for lost investment earnings and interest
when retirement contributions are made after the service was provided by the
employees. This additional rate would only be assessed if the resulting liabilities from
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the late reporting would require additional contribution rates to be charged to all
members and employers if not paid for by the late reporting employer.

DRS & SCPP Request Bill: Correcting PERS Retiree Return to Work Restrictions (HB 2407)
ESHB 1981 of the 2011 session modified the return to work rules for PERS retirees. This
bill would correct some unintended consequences of those statute changes to ensure
that: PERS retirees who return to work in ineligible positions would not be subject to the
867 hour limitation and that PERS Plan 2 or Plan 3 retirees who return to work in eligible
positions covered by other DRS administered systems would be eligible to work up to
867 hours before their benefit is suspended.

Creating the “Save Toward a Retirement Today” (STaRT) Savings Plan (HB 2474)
This bill would require the Department to implement a retirement savings plan option
for employees of eligible private businesses.

Addressing PERS Survivor Benefits for Deceased Domestic Partners (HB 2485)
This bill would provide survivor benefits to the spouses of deceased members who were
registered domestic partners, later married, but the member died prior to being eligible
to add the spouse as a survivor.

Reducing the Retirement Age for Time in the Uniformed Services (HB 2735)
This bill would reduce the normal retirement age from age 65 in PERS Plan 2 and Plan 3
by up to two years for time served in the uniformed services. This potential two year
reduction would apply to normal, early, and alternate early retirement calculations.

Defining Excess Compensation to Include High Levels of Overtime (SB 5392)
This bill would charge the employer the actuarial cost of the increase to a retirement
pension when the total salary in the salary averaging period used to calculate the
benefit is 1-1/2 times greater than the salary in the previous salary period of equal
length. The employer is charged when the salary increase is due to the use of overtime,
bonuses, cash outs of leave, or other lump sum payments.

Optional Defined Contribution Plan for Public Employees (ESSB 5851)
This bill would provide an additional retirement plan choice for employees hired into
PERS, TRS, SERS, and PSERS eligible positions. In lieu of participating in a Plan 2 or Plan 3,
new employees hired after 7/1/2014 would also be able to choose to participate in the
Public Employees’ Savings Plan. PESP is a defined contribution plan, where member and
employer contributions are invested at the discretion of the member in investment
options provided by the Department. Additionally, all existing employees could choose
to transfer their retirement benefits into the PESP between January 1, 2015 and June
30, 2015.

Creating a Defined Contribution Retirement Plan Option for Elected Officials (SB 6305)
This bill would create a retirement savings plan option for public officials elected or
appointed to elective office after July 1, 2015. After this date, newly elected officials
would only have the choice of participating in this savings plan option, and could not
participate in one of the state administered defined benefit retirement plans, such as
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PERS. This would apply to all officials elected after this date, even if they participated in
a retirement plan for periods prior to July of 2015.

Defining Compensation for Elected Official Benefit Calculations (SB 6459)
This bill would calculate the PERS Plan 2 or Plan 3 benefit accrued as an elected official
using only the compensation earned as an elected official. Additionally, instead of the
current five year average of salary used, this would average the salary over the entire
elected career. The service earned by an elected official in a non-elected position would
not be affected by this bill. This would apply to all PERS Plan 2/3 officials elected after
July of 2015, but would also apply to any periods of elected service prior to July of 2015
these officials had established. This bill has been amended to remove the provision of a
career salary average for the elected official portion of the benefit, and create a 60
month salary average of just elected salary for the elected official portion of the benefit.
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Plan 2 Retlrement Board

2014 Interim Planning

Report Type:
Initial Consideration

Date Presented:
3/26/2014

Presenter Name and Title:
Paul Neal, Senior Legal Counsel

Summary:
Presentation of potential topics to be presented to the Board during the 2014 interim

Strategic Linkage:
This item supports the following Strategic Priority Goals:
Inform the stakeholders.

ATTACHMENTS:
Description Type
O 2014 Interim Planning Presentation Report

O 2014 Interim Planning Report Report
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Benefits

" Local Government Participation in State Deferred
Compensation Program

" Preserving Disability Tax Exemption for Retirees
Using Health Care Exchange

= Post-Retirement Chief Recruitment
= Excess Compensation/Salary Spiking

= Alternate Revenue Update
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Actuarial

* Fiscal Note Pricing [Education]
= GASB Changes

= Society of Actuaries Blue Ribbon Panel on Pension
Plan Funding

= Experience Study
= LEOFF Plan 2 Actuarial Evaluation
= Contribution Rate Adoption
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Organizational/Administrative

Board Items:
" Board Expectation Review

= 2014 Off-site Work Session

= Parliamentary Procedure Training

LEOFF

B Plan 2 Retirement Board




Organizational/Administrative

Briefings from Partners:

= DRS/CEM Benchmarking

= DRS Administrative Update
= WSIB Update

= AG Training on Board’s Legal Responsibilities

-' PIan 2 Retirement Board




Questions?

= Contact

Paul Neal

Senior Legal Counsel
(360) 586-2327
paul.neal@leoff.wa.gov

2100 Evergreen Park Dr, Olympia, WA 98502 L E O F F
PO Box 40918 Olympia, WA 98504 |

360.586.2320 or www.leoffwa.gov 8 Plan 2 Retirement Board




2014 Interim Planning

v Plan 2 Retirement Board

Benefits
1. Local Government Participation in State Deferred Compensation Program
2. Preserving Disability Tax Exemption for Retirees Using Health Care
Exchange
3. Post-retirement Chief Recruitment
4. Excess Compensation/Salary Spiking
5. Alternate Revenue Update

Actuarial
1. Fiscal Note Pricing [Educational]

GASB Changes [Educational]

Society of Actuaries Blue Ribbon Panel on Public Pension Plan funding
Experience Study

LEOFF Plan 2 Actuarial Evaluation

Contribution rate adoption

o vk wnN

Organizational/Administrative
1. Board Expectation Review

2014 Off-site Work Session
DRS/CEM Benchmarking
DRS Administrative Update
WSIB Update (Fall/ TBD)
Annual AG training

N o v s wN

Parliamentary Procedure Review

June 19, 2013



Plan 2 Hetlrement Board

New Board Email Accounts

Report Type:
Educational Briefing
Training

Presenter Name and Title:
Tammy Harman, Administrative Services Manager

Summary:
Explanation of and training on new Board email accounts.

ATTACHMENTS:
Description Type
0 New Board Member Email Accounts Presentation
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New Board Member Email Accounts

Briefing/Training
March 26, 2014



Overview

 What is the purpose of having a LEOFF 2
email account?

* How do these accounts work?

» Getting started - Let’s set-up!

 What happens now?




Purpose

* Improves administration of public records
 More efficient process
 Automatic archiving

e Staff managed
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How the Accounts Work?

« Staff managed

* Secure state server accessed through your
iPads

e Emails are “vaulted”




Let’s Start

Click on the Safari App from your home
screen

Type in the website provided
Follow instructions to login

Change password
8+ characters

1 capped letter; 1 number; 1 symbol




What To Do From Here

* New business cards are available with your
new email addresses

« Staff needs 3 minutes with your iPad at the
end of this meeting
 Check updates and other settings

* Create a shortcut to your email login screen

* Troubleshooting

4 Plan 2 Retirement Board




Questions?

Contact:
— Tammy Harman
— Administrative Services Manager
— (360) 586-2324

— tammy.harman@Ieoff.wa.gov

" Plan 2 Retirement Board
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Agenda Items for Future Meetings

ATTACHMENTS:
Description Type
b Agenda Items for Future Meetings Report
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Plan 2 Retirement Board AGENDA ITEMS CALENDAR

MEETING DATE AGENDA ITEMS

January 22, 2014 2014 Legislative Update

February 26, 2014 2014 Legislative Update

March 26, 2014 2014 Legislative Update
2014 Interim Planning

April 16, 2014

May 28, 2014

June 18, 2014 Contribution Rate Preview
Demographic Experience Study Preview, OSA

July 23, 2014 Contribution Rate Adoption
Department of Retirement Systems Annual Administrative Update

August 27, 2014 Washington State Investment Board Annual Update

September 24, 2014 | Demographic Experience Study, Final Report — OSA
LEOFF 2 Actuarial Valuation — OSA
FY14 Independent Audit Results, Steve Davis

October 22, 2014 2015 Proposed Meeting Calendar

November 19, 2014 | 2015 Meeting Calendar Adoption

December 17, 2014
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