
Washington State Legislature

2008 LEOFF 22008 LEOFF 2
Actuarial Valuation ReportActuarial Valuation Reportpp

Lisa Won, ASA, MAAALisa Won, ASA, MAAA
Associate Pension ActuaryAssociate Pension ActuaryAssociate Pension ActuaryAssociate Pension Actuary

N b  18  2009N b  18  2009



oday’s Presentationoday’s Presentation

Purpose of the 2008 valuationPurpose of the 2008 valuationPurpose of the 2008 valuationPurpose of the 2008 valuation
Comments on 2008 resultsComments on 2008 results
How things have changed since the 2007 valuationHow things have changed since the 2007 valuation

Participant dataParticipant data
LiabilitiesLiabilities
AssetsAssetsAssetsAssets
Contribution ratesContribution rates
Funded statusFunded status



ne 30, 2008, Actuarial Valuation Reportne 30, 2008, Actuarial Valuation Report

Not a contribution rateNot a contribution rate setting valuation setting valuation “off“off cycle”cycle”Not a contribution rateNot a contribution rate--setting valuation setting valuation –– offoff--cyclecycle
No Board action requiredNo Board action required

Update valuation to provide new base for Update valuation to provide new base for 
Pricing proposalsPricing proposals
State accountingState accounting

Check funding progress and review developments in the plan Check funding progress and review developments in the plan Check funding progress and review developments in the plan Check funding progress and review developments in the plan 
since the last valuation since the last valuation 

Assets and participant data at June 30, 2008Assets and participant data at June 30, 2008
I l d  2009 l gi l tiI l d  2009 l gi l tiIncludes 2009 legislationIncludes 2009 legislation



omments On 2008 Resultsomments On 2008 Results

1 2 percent return on market value of assets1 2 percent return on market value of assets--1.2 percent return on market value of assets1.2 percent return on market value of assets
11.0 percent return on actuarial value of assets11.0 percent return on actuarial value of assets
Member contribution rates decreased from 7.60 percent to Member contribution rates decreased from 7.60 percent to 
7.23 percent7.23 percent
Funded status increased from 129 percent to 133 percentFunded status increased from 129 percent to 133 percent
Caution: actuarial analysis in the 2008 report is outdated due Caution: actuarial analysis in the 2008 report is outdated due Caution: actuarial analysis in the 2008 report is outdated due Caution: actuarial analysis in the 2008 report is outdated due 
to significant economic events since June 30, 2008to significant economic events since June 30, 2008

Please see the 2009 LEOFF 2 Report on Financial Condition for Please see the 2009 LEOFF 2 Report on Financial Condition for 
the impact of the recent asset loss on the funding of the planthe impact of the recent asset loss on the funding of the planthe impact of the recent asset loss on the funding of the planthe impact of the recent asset loss on the funding of the plan



omments On 2008 Resultsomments On 2008 Results

Includes cost of 2009 legislationIncludes cost of 2009 legislationIncludes cost of 2009 legislationIncludes cost of 2009 legislation
Interruptive Military Service CreditInterruptive Military Service Credit
Military Death BenefitsMilitary Death Benefits
Department of Fish & Wildlife Enforcement OfficersDepartment of Fish & Wildlife Enforcement Officers
LEOFF 2 Domestic PartnersLEOFF 2 Domestic Partners
LEOFF 2 Duty Disability ReclassificationLEOFF 2 Duty Disability Reclassificationy yy y

Tables in appendices show participant distributions forTables in appendices show participant distributions for
Police and firePolice and fire
Members with disabilitiesMembers with disabilitiesMembers with disabilitiesMembers with disabilities
SurvivorsSurvivors

New exhibit displays projected benefit payments from the New exhibit displays projected benefit payments from the 
plan and today’s value of the paymentsplan and today’s value of the payments



ew Participant Data Incorporatedew Participant Data Incorporated

DRS provided member data as of the valuation dateDRS provided member data as of the valuation dateDRS provided member data as of the valuation dateDRS provided member data as of the valuation date
OSA reviewed data to ensure reasonable changes from last OSA reviewed data to ensure reasonable changes from last 
valuationvaluation
Data provides base for liability calculationsData provides base for liability calculations



hanges In Participant Data From Last Valuationhanges In Participant Data From Last Valuation

EOFF 2EOFF 2 6/30/20076/30/2007 6/30/20086/30/2008
umber of activesumber of actives 16,09916,099 16,62616,626

verage annual salaryverage annual salary $76,632$76,632 $80,889$80,889verage annual salaryverage annual salary $76,632$76,632 $80,889$80,889

verage attained ageverage attained age 41.041.0 41.241.2

verage serviceverage service 12.112.1 12.312.3

umber of annuitantsumber of annuitants 924924 1,1341,134



abilities Updatedabilities Updated

Based on plan provisions and demographic and economic Based on plan provisions and demographic and economic Based on plan provisions and demographic and economic Based on plan provisions and demographic and economic 
assumptionsassumptions
Includes new participant dataIncludes new participant data
Incorporates 2009 legislationIncorporates 2009 legislation

Changes to benefit provisionsChanges to benefit provisions

June 30  2008  valuation dateJune 30  2008  valuation dateJune 30, 2008, valuation dateJune 30, 2008, valuation date
To determine today’s valueTo determine today’s value



hanges In Liabilities From Last Valuationhanges In Liabilities From Last Valuation

EOFF 2EOFF 2
 in millions) in millions) 6/30/20076/30/2007 6/30/20086/30/2008
V of fully projected benefits*V of fully projected benefits* $6,149$6,149 $6,596$6,596

nfunded actuarial accrued liabilitynfunded actuarial accrued liability N/AN/A N/AN/A

rojected Unit Credit liability**rojected Unit Credit liability** $3,386$3,386 $3,786$3,786

aluation interest ratealuation interest rate 8 00%8 00% 8 00%8 00%aluation interest ratealuation interest rate 8.00%8.00% 8.00%8.00%
day’s value of all past and future benefits.
day’s value of all past (earned) benefits.



pdate Asset Valuespdate Asset Values

Start with Market Value of Assets (MVA) reported by WSIBStart with Market Value of Assets (MVA) reported by WSIBStart with Market Value of Assets (MVA) reported by WSIBStart with Market Value of Assets (MVA) reported by WSIB
Calculate 2008 asset gain (or loss) based on 8 percent Calculate 2008 asset gain (or loss) based on 8 percent 
expected returnexpected return
Develop Actuarial Value of Assets (AVA) by smoothing past Develop Actuarial Value of Assets (AVA) by smoothing past 
asset gains (or losses)asset gains (or losses)
“Corridor” limits smoothing to 30 percent of the MVA“Corridor” limits smoothing to 30 percent of the MVACorridor  limits smoothing to 30 percent of the MVACorridor  limits smoothing to 30 percent of the MVA

Ensures reasonable relationship between AVA and MVAEnsures reasonable relationship between AVA and MVA

Asset smoothing method reduces market volatilityAsset smoothing method reduces market volatility
P id   bl  ib i  P id   bl  ib i  Provides more stable contribution ratesProvides more stable contribution rates



moothing Reduces Volatilitymoothing Reduces Volatility

$5,300$5,300

Market Value Actuarial Value

$$

$4,300$4,300

$4,800$4,800

$2 800$2 800

$3,300$3,300

$3,800$3,800

$1 800$1 800

$2,300$2,300

$2,800$2,800

$1,800$1,800
20012001 20022002 20032003 20042004 20052005 20062006 20072007 20082008 2009*2009*

*Projected using 2008 results and asset returns through 6/30/09.



hanges In Assets From Last Valuationhanges In Assets From Last Valuation

EOFF 2EOFF 2
in millions)in millions) 6/30/20076/30/2007 6/30/20086/30/2008 6/30/2009*6/30/2009*
ctuarial value (AV)ctuarial value (AV) $4,360$4,360 $5,053$5,053 $5,553$5,553

arket value (MV)arket value (MV) $5,185$5,185 $5,315$5,315 $4,282$4,282

atio (AV atio (AV ÷÷ MV)MV) 84%84% 95%95% 130%130%

ontributions less ontributions less ontributions less ontributions less 
sbursements**sbursements** $122$122 $200$200 $204$204

vestment returnvestment return $723$723 ($70)($70) ($1,237)($1,237)

eturn on assets***eturn on assets*** 16.53%16.53% (1.22%)(1.22%) (22.84%)(22.84%)

rojected using 2008 results and asset returns through 6/30/09.
ncludes transfers, restorations, and payables.
Time-weighted return on market value of assets.g



ontribution Ratesontribution Rates

Rate floor in effect July 1  2009Rate floor in effect July 1  2009Rate floor in effect July 1, 2009Rate floor in effect July 1, 2009
90 percent of Entry Age Normal Cost (EANC) Rate90 percent of Entry Age Normal Cost (EANC) Rate

EANC Rate represents the longEANC Rate represents the long--term expected contribution term expected contribution 
rate for the planrate for the plan
In 2008 Board adopted contribution rates for 09In 2008 Board adopted contribution rates for 09--11 and 1111 and 11--13 13 
equal to 100 percent of EANC Rate (8.45 percent)equal to 100 percent of EANC Rate (8.45 percent)q p ( p )q p ( p )

LEOFF 2LEOFF 2
Member RatesMember Rates 6/30/20076/30/2007 6/30/20086/30/2008
Aggregate RateAggregate Rate 5.81%5.81% 4.68%4.68%

EANC RateEANC Rate 8.45%8.45% 8.03%8.03%

90% EANC R t90% EANC R t 7 60%7 60% 7 23%7 23%90% EANC Rate90% EANC Rate 7.60%7.60% 7.23%7.23%



hanges In Contribution Rates From Last Valuationhanges In Contribution Rates From Last Valuation

EOFF 2EOFF 2 6/30/20076/30/2007 6/30/20086/30/2008
emberember 7.60%7.60% 7.23%7.23%

mployer*mployer* 4.56%4.56% 4.34%4.34%mployermployer 4.56%4.56% 4.34%4.34%

ateate 3.04%3.04% 2.89%2.89%

cludes administrative expense rate.



unded Status Is A Measure Of Plan Healthunded Status Is A Measure Of Plan Health

Funded status =Funded status =Funded status =Funded status =
Actuarial Value of AssetsActuarial Value of Assets

divided bydivided by
Today’s Value of Earned BenefitsToday’s Value of Earned Benefits

If th  f d d t t  l  100 t  th  l  h  $1 f If th  f d d t t  l  100 t  th  l  h  $1 f If the funded status equals 100 percent, the plan has $1 of If the funded status equals 100 percent, the plan has $1 of 
assets for every $1 of earned benefitsassets for every $1 of earned benefits



hanges In Funded Status From Last Valuationhanges In Funded Status From Last Valuation

EOFF 2EOFF 2
 in millions) in millions) 6/30/20076/30/2007 6/30/20086/30/2008
rojected Unit Credit liability*rojected Unit Credit liability* $3,386$3,386 $3,786$3,786

ctuarial value of assetsctuarial value of assets $4,360$4,360 $5,053$5,053

nfunded liabilitynfunded liability ($974)($974) ($1,266)($1,266)

unded Statusunded Status 129%129% 133%133%unded Statusunded Status 129%129% 133%133%
This method is used for reporting the plan’s funded status and is not used for calculating
equired contribution rates.



unded Status Is Sensitive To The Assumed unded Status Is Sensitive To The Assumed 
terest Rateterest Rate

EOFF 2EOFF 2
 in millions) in millions) 7 %7 % 8 %8 % 9 %9 %
rojected Unit Credit rojected Unit Credit $4 536$4 536 $3 786$3 786 $3 177$3 177ability*ability* $4,536$4,536 $3,786$3,786 $3,177$3,177

ctuarial value of assetsctuarial value of assets $5,053$5,053 $5,053$5,053 $5,053$5,053

nfunded liabilitynfunded liability ($517)($517) ($1,266)($1,266) ($1,875)($1,875)nfunded liabilitynfunded liability ($517)($517) ($1,266)($1,266) ($1,875)($1,875)

unded Statusunded Status 111%111% 133%133% 159%159%
his method is used for reporting the plan’s funded status and is not used for calculating
quired contribution ratesquired contribution rates.



storical Funded Statusstorical Funded Status

160%
154%

161%
154%

137%
129% 133%

125%
117% 114% 116%

129%

19981998 19991999 20002000 20012001 20022002 20032003 20042004 20052005 20062006 20072007 20082008



ey Economic Assumptionsey Economic Assumptions

aluation interest ratealuation interest rate 8.00%8.00%

alary increasealary increase 4.50%4.50%

flationflation 3.50%3.50%flationflation 3.50%3.50%

rowth in membershiprowth in membership 1.25%1.25%



osingosing

2008 Actuarial Valuation Report available on OSA and LEOFF 2 2008 Actuarial Valuation Report available on OSA and LEOFF 2 2008 Actuarial Valuation Report available on OSA and LEOFF 2 2008 Actuarial Valuation Report available on OSA and LEOFF 2 
websitewebsite
Printed copies will be sent to Board membersPrinted copies will be sent to Board members
Caution: 2008 actuarial results are outdated due to significant Caution: 2008 actuarial results are outdated due to significant 
asset loss since June 30, 2008asset loss since June 30, 2008
Report on Financial Condition presents projected valuation Report on Financial Condition presents projected valuation Report on Financial Condition presents projected valuation Report on Financial Condition presents projected valuation 
results and incorporates recent asset lossresults and incorporates recent asset loss

Available on OSA and LEOFF 2 websiteAvailable on OSA and LEOFF 2 website



Washington State Legislature

Q ti ?Q ti ?Questions?Questions?
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