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 ISSUE STATEMENT 
A supplemental rate may be necessary due to the passage of Senate Bill 6214 which adds Post-traumatic 
Stress Disorder (PTSD) to the list of presumptive occupational diseases for Workers’ Compensation. 

 

 OVERVIEW 
A key statutory duty of the Law Enforcement Officers’ and Fire Fighters (LEOFF) Plan 2 Retirement Board 

is to adopt contribution rates. This may include the adoption of a supplemental contribution rate to 

prefund benefit improvements passed by the legislature.  

 

This report provides information about supplemental contribution rates including the purpose of the 

supplemental rate, supplemental rate development, supplemental rate history, and the PTSD legislation 

from the 2018 session.  

 

 SUPPLEMENTAL RATE FOR BENEFIT IMPROVEMENTS 
One of the main goals of the Board is to maintain the financial integrity of the plan. In order to maintain 
that goal, it may be necessary for the Board to pay for new benefit improvements through the adoption 
of a supplemental contribution rate. The Board is required to use an accredited actuary using approved 
actuarial methods to determine the cost of the plan and the cost of any benefit improvements. 
 
The cost of the existing benefits in the plan are paid by the “basic” contribution rate which is established 
by the Board every two years in even number years. The cost of any benefit improvement is paid by a 
“supplemental” contribution rate. Supplemental rates generally are adopted by the Board at the July 
Board meeting following the passage of the legislation. The supplemental rate is typically effective the 
following September 1.  The statutes covering adoption of supplemental contribution rates for LEOFF 
Plan 2 include RCW 41.26.720, 41.45.0604 and 41.45.070. 
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PURPOSE OF SUPPLEMENTAL RATE 
A supplemental rate is intended to begin prefunding the cost of a benefit improvement rather than 
waiting until the next actuarial valuation when the benefit liability will be rolled into the basic 
contribution rate. The risk of delaying the adoption of a supplemental rate is the loss of earnings on the 
contributions that would be made. A delay in the adoption of a supplemental rate may not create a 
significant risk of underfunding though depending on the level of cost associated with the benefit 
improvement. 
 

SUPPLEMENTAL RATE DEVELOPMENT 
In accordance with RCW 41.45.070 the cost of any additional benefits granted by the Legislature require 
a supplemental rate increase to pay for the increased costs. The Department of Retirement Systems 
(DRS) in turn is required under RCW 41.45.067(2) to give affected employers a 30-day notice prior to the 
effective date of any rate change. 
 
A supplemental contribution rate calculation is performed by the Office of the State Actuary (OSA) for all 
pension legislation and the result of that calculation is reported in the fiscal note published by OSA. Any 
supplemental contribution rate for LEOFF 2 is adopted by the Law Enforcement Officers’ and Fire 
Fighters’ (LEOFF) Plan 2 Retirement Board. The Board has all supplemental rate recommendations 
audited by an outside actuary. 
 
OSA calculates a supplemental rate by evaluating proposed legislation, developing assumptions for how 
the legislation will affect future benefit payments and future plan experience, calculating the expected 
increase in plan liabilities, and determining what increase in contributions, if any, is sufficient to off-set 
the increase in liabilities. The development of assumptions for fiscal notes may differ from the 
assumptions used in actuarial valuations.  
 
Not all benefit improvements will have costs sufficient to increase contribution rates, but if they do, the 
Board has the task of evaluating the feasibility of adopting a supplemental rate increase, usually 
effective September 1 following the effective date of the legislation. 
 

CURRENT CONTRIBUTION RATES 
During the 2016 Interim, the Board adopted contribution rates for the 2017-19 and 2019-21 Biennia 
based on 100 percent of the normal cost under the Entry Age Normal (EAN) funding method. The 
Board’s rate adoption for 2017-21 represents a continuation of their temporary funding policy that 
produces stable contribution rate. Measured at June 30, 2016, that rate adoption exceeds the 
requirements under the plan’s actuarial cost method and long-term funding policy.1  The current total 
contribution rate for LEOFF Plan 2 is 17.50%2; the total contribution rate is split 50-30-20% between 
members, employers, and the state as follows:  
 

8.75% Members | 5.25% Employers | 3.50% State 

                                                           
1 2016 Actuarial Valuation Report for LEOFF Plan 2, pg. 12. 
2 Rates based on the 2016 Valuation as recommended by OSA: 7.91% Member, 5.25% Employer, 3.50% State (Total 

15.82%) 
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SUPPLEMENTAL RATE HISTORY 
The Board has considered a supplemental rate increase for 14 benefit improvements. The Board 
adopted the supplemental rate recommended by OSA for 10 of those benefit improvements. The Board 
did not adopt the supplemental rate on the four most recent recommendations. In two cases it was 
determined the adopted rates were sufficient to cover the funding requirement. In the other two cases 
rates were left unchanged as it was decided that the cost of the benefit change would be allowed to 
emerge in plan experience.  

MEETING 
DATE 

LEGISLATION 
SUPPLEMENTAL 

RECOMMENDATION 
(Member, Employer, State) 

ACTION 
RATE 

EFFECTIVE 

12/17/2003 
HB 1205 (2003) -  Fish & Wildlife 
Enforcement Officer LEOFF Membership 

0.02%, 0.01%, 0.01% Adopted  2/1/2004 

7/28/2004 
HB 2418 (2004) - Duty Disability Benefits 0.01%, 0.01%, 0.00% 

Adopted  9/1/2004 
HB 2419 (2004) - Duty Death Benefits 0.01%, 0.01%, 0.00% 

7/27/2005 
SB 5615 (2005) - Duty Disability Benefits 0.23%, 0.14%, 0.09% 

Adopted  9/1/2005 
HB 1936 (2005) - EMT LEOFF Membership 0.01%, 0.01%, 0.00% 

5/24/2006 

HB 2932 (2006) Catastrophic Disability 0.02%, 0.01%, 0.01% 

Adopted 9/1/2006 

SHB 2933 (2006) Occupational Disease 
Death Special Benefit  

0.01%, 0.01%, 0.00% 

SB 6723 (2006) Survivor Health Care 
Insurance Reimbursement 

0.03%, 0.02%, 0.01% 

7/23/2007 
HB 1833 (2007) Occupational Disease 
Presumption 

0.04%, 0.02%, 0.02% Adopted  9/1/2007 

7/22/2009 
HB 1953 (2009) – Fish & Wildlife 
Enforcement Officer Svc Credit Transfer 

0.01%, 0.01%, 0.00% Adopted  9/1/2009 

7/28/2010 

HB 2519 (2010) – Duty Death Benefits 
(Lakewood Omnibus legislation) 

0.05%, 0.03%, 0.02% 
NOT Adopted supplemental rate.  
Current rates were sufficient to 
cover funding requirement.  

HB 1679 (2010) - Catastrophic Disability. 
Health Insurance 

0.13%, 0.08%, 0.05% 

7/27/2011 HB 2070 (2011) Furlough 0.02%, 0.01%, 0.01% 

NOT Adopted  
Deferred adoption to conduct 
further study with AWC on impact.   
 
Unanimous vote at 10/26/11 
meeting to adopt no supplemental 
rate increase  

 

9/23/20153 HB 1194 (2015) Remarriage Prohibition 0.05%, 0.03%, 0.02%,  
NOT Adopted 
Unanimous vote to leave existing 
rates in place. 

 

 
 

                                                           
3 Supplemental rate consideration were delayed because fiscal note was under outside actuary review. 
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2018 LEGISLATION 
The 2018 Legislature passed Substitute Senate Bill 6214 which adds PTSD to the list of occupational 
diseases, and creates a rebuttable presumption for LEOFF members that PTSD is an occupational 
disease.  

OSA estimated in a fiscal note that this legislation would have a cost to the plan due to members who 
leave employment due to PTSD being eligible for disability or death benefits. OSA stated in the fiscal 
note that it does not expect this bill to result in an increase in the total number of annual deaths but 
does expect an increase in the total number of annual disabilities since the bill expands the coverage of 
occupational diseases.  
 
Additionally, OSA expects a shift in the benefits paid from non-duty to duty-related for both deaths and 
disabilities. Duty-related benefits are typically more costly to the pension system and require higher 
contributions to cover the costs. 
 
OSA estimated that this legislation would create cost impacts as outlined in the table below:  
 

Impact on Contribution Rates (Effective 9/1/2018) 

Fiscal Year 2019 State Budget LEOFF 

 Member 0.05% 

 Employer 0.03% 

 State 0.02% 

 

Budget Impacts (Dollars in Millions) 

 2018-2019 2019-2021 25-Year 

General Fund-State $0.3 $0.8 $15.8 

Local Government $0.5 $1.2 $23.6 

Total Employer $0.8 $2.0 $39.4 

 
The Actuary’s Fiscal Note for SSB 6214, can be reviewed in Appendix A. 

Fiscal Note Audit 
It is the Board’s practice to have all fiscal notes that have a cost to the plan audited by an outside 
actuary. The Board has engaged the firm of Bartel & Associates to conduct this audit. Bartel & Associates 
has conducted similar fiscal note audits for the Board in the past. The Board will be presented with the 
auditing actuary’s findings at the June 20, 2018 board meeting.  

Process and Timeline 
The supplemental contribution rate setting process occurs over the course of several meetings. 

Following this introduction, the Board will be presented with options at the June 20, 2018 Board 

Meeting regarding the adoption of a supplemental rate for SSB 6214. This will include a review of the 

results of the audit of the OSA fiscal note from the outside actuarial firm Bartel & Associates. At the July 

25, 2018 the Board will consider adoption of a supplemental contribution rate.  
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 SUPPORTING INFORMATION 

Appendix A: Actuary’s Fiscal Note for SSB 6214 (2018) 
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Issue

▪ A supplemental rate may be necessary due to the passage of Senate Bill 6214 
which adds Post-traumatic Stress Disorder (PTSD) to the list of presumptive 
occupational diseases for Workers’ Compensation.
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About Supplemental Rates

▪ Temporary rate increases to prefund the cost of benefit improvements not 
included in basic rates

▪ Supplemental rates determined for each bill independently

▪ Rates are usually effective September 1

▪ Can vary depending on effective date of legislation

▪ 30 day notice to employers

▪ Roll into basic rates next rate-setting cycle

▪ Benefit improvements included in actuarial valuation
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Supplemental Rate Development

▪ OSA calculates cost for all pension legislation = Fiscal Note

▪ Not all benefit improvements increase contribution rate

▪ Assumptions about affect on future benefit payments and experience

▪ Contributions necessary to offset increased plan liabilities

▪ Assumption development may differ from valuation assumptions
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Supplemental Rate History

▪ Considered supplemental increase for 14 benefit improvements with cost

▪ Adopted supplemental increase for 10 improvements

LEGISLATION
RATE INCREASE

(Member, Employer, State)
ADOPTED EFFECTIVE

HB 1205 (2003) - Fish & Wildlife Enforcement Officer LEOFF Membership 0.02%, 0.01%, 0.01% 12/17/2003 2/1/2004

HB 2418 (2004) - Duty Disability Benefits 0.01%, 0.01%, 0.00%
7/28/2004 9/1/2004

HB 2419 (2004) - Duty Death Benefits 0.01%, 0.01%, 0.00%

SB 5615 (2005) - Duty Disability Benefits 0.23%, 0.14%, 0.09%
7/27/2005 9/1/2005

HB 1936 (2005) - EMT LEOFF Membership 0.01%, 0.01%, 0.00%

HB 2932 (2006) Catastrophic Disability 0.02%, 0.01%, 0.01%

5/24/2006 9/1/2006SHB 2933 (2006) Occupational Disease Death Special Benefit 0.01%, 0.01%, 0.00%

SB 6723 (2006) Survivor Health Care Insurance Reimbursement 0.03%, 0.02%, 0.01%

HB 1833 (2007) Occupational Disease Presumption 0.04%, 0.02%, 0.02% 7/23/2007 9/1/2007

HB 1953 (2009) – Fish & Wildlife Enforcement Officer Svc Credit Transfer 0.01%, 0.01%, 0.00% 7/22/2009 9/1/2009
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Fiscal Note

▪ Substitute Senate Bill 6214 – PTSD/Occupational Disease Presumption

▪ Increase in duty related benefits; more costly than non-duty benefits

Impact on Contribution Rates (Effective 9/1/2018)

Fiscal Year 2019 State Budget LEOFF

Member 0.05%

Employer 0.03%

State 0.02%

Budget Impacts (Dollars in Millions)

2018-2019 2019-2021 25-Year

General Fund-State $0.3 $0.8 $15.8

Local Government $0.5 $1.2 $23.6

Total Employer $0.8 $2.0 $39.4
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Fiscal Note Audit

▪ Board practice to audit fiscal notes for legislation passed with a cost

▪ Bartel & Associates/Marilyn Oliver retained by Board

▪ Completed previous audits for Board

▪ Results of audit will be provided at June 20, 2018 meeting



Click to edit Master title style

▪ Click to edit Master text styles

▪ Second level

▪ Third level

▪ Fourth level

▪ Fifth level

Next Steps

▪ Outside actuary completes fiscal note audit; results provided June 20, 2018

▪ Options presented to the Board June 20, 2018

▪ Possible adoption of supplemental contribution rate July 25, 2018
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