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Issue
 The Board has the authority to adopt
administrative factors for LEOFF Plan 2 based
on recommendations from the Office of the
State Actuary (OSA).
 The factors adopted by the Board in 2012 did
not include restoration factors.

Example: Restoring
Service After Deadline
“Average” LEOFF Plan 2 member:

Hired age 29

Worked 5
years

Quit and
withdrew

Returned to
membership
2 years later

6% Increase in Cost to Restore After 5‐year Deadline:
• $95,412.50 under current factors
• $100, 835.50 under proposed factors

Worked 9 more
years; age 45;
$85,000 FAS

Board Direction
The Board directed staff to present the new
factors for adoption at the December meeting to
be effective October 1, 2014.
• The new factors are attached to the final
proposal as appendix B.
• Motion required.

Any Questions?
 Contact:
Paul Neal
Senior Legal Counsel
360.586.2327
paul.neal@leoff.wa.gov

2100 Evergreen Park Dr, Olympia, WA 98502
PO Box 40918 Olympia, WA 98504
360.586.2320 or www.leoff.wa.gov
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Senior Legal Counsel
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ISSUE
The Board adopted new administrative factors for LEOFF Plan 2 in 2012. At that time the State Actuary
(OSA) noted the factors are used to compute the cost of restoring service credit for persons who have
missed the statutory deadline (restoration factors) would be presented later. OSA has now provided the
remaining factors and recommends the Board exercise its authority to adopt them.

PROPOSAL SUMMARY
The Board can either adopt the new administrative factors recommended by OSA or decline to do so.
After considering the Actuary’s proposal at its November 20th meeting, the Board directed staff to
present the factors for adoption at the December meeting, effective October 1, 2014.

MEMBERS IMPACTED
Any change to the existing LEOFF Plan 2 administrative factors could impact all active members,
employers and the state. As of June 30, 2012 there were 16,720 active members as reported in the
Office of the State Actuary's 2012 Actuarial Valuation Report.

CURRENT SITUATION
The Board adopts any changes to the administrative factors. These can be done at any time, but usually
follow changes in the economic or demographic assumptions. The most recent assumption changes
adopted by the Board were effective in January 2012. The Board adopted the bulk of the factor changes
flowing from that decision in 2012, but had yet to be presented with the revised restoration factors.
Those factors are now before the Board for consideration.

BACKGROUND INFORMATION & POLICY ISSUES
Any time the underlying economic or demographic assumptions are changed, their impact on the
administrative factors need to be reviewed and determined whether or not those factors should be
changed. The Board adopted new factors effective January 1, 2010 based on the 2001‐2006
demographic experience study.
When adopting last year’s administrative factors the Board decided to coordinate the adoption of the
LEOFF Plan 2 factors so they would be available for public review and adopted on the same schedule as

the parallel factors adopted by DRS for the other plans. To track DRS’s schedule for adoption of the
new restoration factors, the Board would publish the proposed factors on its website following the
November meeting and adopt the factors at the December meeting to be effective October 1, 2014.
Restoring service credit after the deadline is roughly 6% more expensive under the new factors. There
two reasons for this increase in costs: 1) The Board’s reduction of the long term interest rate
assumption from 8% to 7.5%; and 2) a change in methodology to account for the increased cost due to
subsidized early retirement factors1.
The following examples show how the factor changes would affect members seeking to purchase
service. For purposes of the example we looked at the average active member. We assumed a LEOFF
Plan 2 member originally hired at age 29 who worked for 5 years, then quit and withdrew contributions.
We further assumed the person returned to LEOFF employment 2 years later, worked an additional 9
years and is now 45.
Assuming the persons average final compensation is $85,000, the change in cost to restore the
withdrawn service credit is:
 Cost to restore the prior 5 years of service under the current factors: $95,412.50
 Cost to restore the prior 5 years of service under the factors recommended by the Actuary:
$100, 835.50.
Again, this is approximately a 6% increase.

SUPPORTING INFORMATION
Appendix A: ................................................................. 2012 Letter from the Office of the State Actuary
2012 letter reserving restoration factors for later adoption
Appendix B: ................................................................. 2013 Letter from the Office of the State Actuary
Update of restoration factors

1

When the original factors were developed there was no subsidized LEOFF Plan 2 early retirement, thus
those costs were not included in the original model.
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