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 ISSUE STATEMENT 
A supplemental rate may be necessary due to the passage of House Bill 1913 which adds 
medical conditions to the presumption, extending the presumption to certain publicly 
employed firefighters and investigators and law enforcement, addressing the qualifying medical 
examination, and creating an advisory committee. 
 

 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 
occupational disease presumption legislation from the 2019 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 
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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 
 

During the 2018 Interim, the Board adopted different (lower) rates for 2019-2021 which would 
continue through 2021-2023.  The rates adopted were based on 100% of the Entry Age Normal 
Cost (EANC) based on the 2017 Actuarial Valuation, which includes the recommended 
supplemental rate increase for the PTSD legislation (SSB 6214 (2018)).  The total rate adopted 
for 2019-2023 is 17.18%, split out at 8.59% members, 5.15% employers, 3.44% state.  
 

SUPPLEMENTAL RATE HISTORY 
The Board has considered a supplemental rate increase for 15 benefit improvements. The 
Board adopted the supplemental rate recommended by OSA for 10 of those benefit 
improvements. The Board has not acted to adopt the supplemental rate on a multiple 
occasions.  The justifications for these cases included that it was determined that existing 
adopted rates were sufficient to cover the funding requirement or in other cases the existing 
rates were left unchanged and 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 

                                                           
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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7/28/2010 

HB 2519 (2010) – Duty Death Benefits 
(Lakewood Omnibus legislation) 0.05%, 0.03%, 0.02% 

NOT Adopted - Current rates were 
determined 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.-. Absorb cost 
through plan experience.  

9/23/2015 SHB 1194 (2015) Remarriage Prohibition 0.05%, 0.03%, 0.02% Not Adopted - Absorb cost through 
plan experience.  

7/25/2018 SB 6214 (2018) PTSD 0.05%, 0.03%, 0.02% 

Not Adopted – Biennial 
contribution rates adopted for 
2019-2023 biennia sufficient to 
cover funding requirement. 

 

 
 

2019 LEGISLATION 
The 2019 Legislature passed House Bill 1913 adds medical conditions to the presumption, 
extending the presumption to certain publicly employed firefighters and investigators and law 
enforcement, addressing the qualifying medical examination, and creating an advisory 
committee: 
 

• Expands presumptive disease coverage for fire fighters to include mesothelioma, 
stomach cancer, non-melanoma skin cancer, breast cancer in women, and cervical 
cancer. 

• Expands coverage to law enforcement officers for heart problems and infectious 
diseases. 

• Grants public employee fire investigators the same presumption disease coverage that 
is granted to fire fighters. 

• Instructs the director of Labor and Industries to create an advisory committee on 
occupational disease presumptions to review scientific evidence and to make 
recommendations to the legislature on additional diseases or disorders for inclusion. 

 
OSA estimated in a fiscal note that this legislation would have a cost to the plan because it 
expands coverage of presumptive occupational diseases to law enforcement officers, fire 
fighters, fire investigators, and EMTs. 
 
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 or disabilities, but does expect an increase in the total number of duty 
related versus non-duty related benefits.  Duty-related benefits are typically more costly to the 
pension system and require higher contributions to cover the costs. The next section details the 
costs of the legislation, as calculated by the OSA.  
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FISCAL NOTE HB 1913 (C 133, L 19) 
OSA estimated that this legislation would create cost impacts as outlined in the tables below.  
The OSA calculates the rates using both the underlying cost method in statute, the Aggregate 
cost method; and the Entry Age Normal (EAN) cost method following the Board’s current 
funding policy. 

Aggregate Cost   
The aggregate cost method is the underlying cost method specified in statute.  
 

Impact on Contribution Rates (Effective 9/1/2019) 
Fiscal Year 2019 – 2021 State Budget LEOFF 
 Member 0.05% 
 Employer 0.03% 
 State 0.02% 

 
Budget Impacts  

(Dollars in Millions) 2019-2021 2021-2023 25-Year 
General Fund-State $0.8 $0.8 $15.9 
Local Government $1.2 $1.3 $23.8 
Total Employer $2.0 $2.1 $39.6 

 
Entry Age Normal (EAN) 
The entry age normal cost method is the current funding policy used by the Board for setting 
contribution rates.  

Impact on Contribution Rates (Effective 9/1/2019) 
Fiscal Year 2019 – 2021 State Budget LEOFF 
 Member 0.04% 
 Employer 0.02% 
 State 0.02% 

 

The Actuary’s Fiscal Note for HB 1913, can be reviewed in Appendix A.  The Actuary’s 2019 
Supplemental Rates letter to the Board can be reviewed in Appendix B.  

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 engaged the firm of Bartel & Associates to conduct this audit. Bartel 
& Associates has conducted similar fiscal note audits for the Board in the past.  
 
Bartel & Associates reported with regard to the OSA Fiscal Note that “these supplemental rates 
represent reasonable estimates of the costs”.  Further, the auditor notes that assumptions used 
by OSA are reasonable given the available data. 
 
A copy of the audit letter from Bartel & Associates can be found in Appendix C. 
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POLICY OPTIONS 
Option 1: Continue Current Contribution Rates of 8.59% member, 5.15% employer, 3.44% 
state 
Under this option, the Board would elect not to adopt a supplemental rate for the benefit provided by 
HB 1913 (2019) and continue collecting contributions at the current rates which are set through June 
2023.  The funded status, after the benefit improvement account transfer, was reduced from 109 
percent to 106 percent. It is estimated there are sufficient assets to pay for all earned benefits for all 
plan members as measured at June 30, 2017.  In addition, the rates currently being collected exceed 
what is required under the statutory funding method when including this benefit improvement. This 
new benefit provision will be included in the next rate-setting valuation as part of the base rates so the 
supplemental would just be for the period until the next rate-setting cycle. 
 
Option 2: Adopt Entry Age Normal Cost Supplemental Rate increase of 0.04% member, 0.02% 
employer, 0.02% state effective September 1, 2019. 
The EANC rate increase represents the increase to the Normal Cost under the Entry Age actuarial cost 
method for this benefit improvement. In other words, the cost of this benefit improvement if it was paid 
from the start of a member’s career. This option is consistent with the funding policy currently 
employed by LEOFF Plan 2 and allows for timely notice to employers of the contribution rate 
change. 
 
Option 3: Adopt the aggregate based supplemental rate increase of 0.05% member, 0.03% 
employer, 0.02% state effective September 1, 2019. 
The Aggregate rate represents the cost of this benefit improvement for both past and future service of 
current members. This option is consistent with the statutory funding method prescribed for LEOFF Plan 
2 and allows for timely notice to employers of the contribution rate change. This option is inconsistent 
with the funding policy currently employed by the LEOFF Plan 2.  
 
 
Summary of Contribution Rates Under Each Option, Effective 9/1/2019 

 1. Continue Current 
Adopted Rates 

2. Adopt 100% EANC based 
Supplemental Rate 

3. Adopt Aggregate based 
Supplemental Rate 

Member 8.59% 8.63% 8.64% 
Employer 5.15% 5.17% 5.18% 
State 3.44% 3.46% 3.46% 

 

 SUPPORTING INFORMATION 

Appendix A: OSA Fiscal Note for HB 1913 (2019) 
Appendix B: OSA Letter – 2019 Supplemental Rates 
Appendix C: Bartel & Associates Letter – Fiscal Note Audit 
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APPENDIX A: OSA FISCAL NOTE FOR HB 1913(2019) 
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APPENDIX B: OSA LETTER – 2019 SUPPLEMENTAL RATES 
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APPENDIX C: BARTEL & ASSOCIATES LETTER – FISCAL NOTE AUDIT 
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{emphasis added} 
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Click to edit Master title style

▪ Click to edit Master text styles
▪ Second level

▪ Third level
▪ Fourth level

▪ Fifth level

Issue

▪ A supplemental rate may be necessary due to the passage of House Bill 1913 
which:
▪ adds medical conditions to the occupational disease presumption, 

▪ extends the presumption to certain publicly employed firefighters and investigators and law 
enforcement, 

▪ addresses the qualifying medical examination, and 

▪ creates an advisory committee.



Click to edit Master title style

▪ Click to edit Master text styles
▪ Second level

▪ Third level
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▪ Fifth level

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 (fiscal note)

▪ 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



Click to edit Master title style

▪ Click to edit Master text styles
▪ Second level

▪ Third level
▪ Fourth level

▪ Fifth level

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

▪ Audit Results
▪ Supplemental rates represent reasonable estimate of the costs based on assumptions and 

available data

▪ Rates higher or lower as actual experience emerges
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Option 1: Continue Current Rates

▪ Do not adopt a supplemental rate; continue current contribution rates
▪ 8.59% member

▪ 5.15% employer

▪ 3.44% state

▪ Funding status 106%

▪ Sufficient assets to pay for earned benefits; current rates exceed statutory 
funding method rate

▪ New benefit improvement included in next rate-setting cycle (2020 Interim)
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Option 2: Entry Age Normal Cost Supplemental Rate

▪ Adopt Entry Age Normal Cost based supplemental rate increase
▪ 0.04% member

▪ 0.02% employer

▪ 0.02% state 

▪ Effective September 1, 2019

▪ Allows timely notice to employers of rate change

▪ Consistent with current LEOFF 2 funding policy
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Option 3: Aggregate Supplemental Rate

▪ Adopt Aggregate based supplemental rate increase: 
▪ 0.05% member

▪ 0.03% employer

▪ 0.02% state 

▪ Effective September 1, 2019.

▪ Allows timely notice to employers of rate change

▪ Inconsistent with current LEOFF 2 funding policy
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Option Comparison: Contribution Rates

Option 1
No Supplemental 

Continue Current Rates

Option 2
EANC Based Supplemental

Option 3
Aggregate Based 

Supplemental

MEMBER 8.59% 8.63% 8.64%

EMPLOYER 5.15% 5.17% 5.18%

STATE 3.44% 3.46% 3.46%



Thank You

Tim Valencia

Deputy Director

(360) 586-2326

tim.valencia@leoff.wa.gov
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