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Today's Presentation

= Purpose of 2025 Actuarial Valuation.
= Review Economic and Demographic Experience Studies.

= Key results from 2025 Actuarial Valuation.
o Data, Assets, Funded Ratio, Contribution Rates.

Notes:

= All results are preliminary, subject to change, and currently under audit.

= Informational — No Board action needed today.
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Purpose of 2025 Valuation

= Support contribution rate-setting process.
n Estimate future benefits to be paid from the plan for current members.
o Calculate contribution rates that fund those expected future benefits.

» Track funding progress.
o Asset and membership data as of June 30, 2025.
o Updated demographic and economic assumptions.

o Certify the data, assumptions, and methods are reasonable and conform
with applicable actuarial standards of practice.
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Review of
Experience Studies
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LEOFF 2 Experience Studies

o Comprehensive review of demographic assumptions: retirement, mortality,
disability, etc.

n Study required by statute at least every 6 years.
o 18 total assumptions updated, audited, and adopted by the Board.

2025 Economic Experience Studly.

o Review of investment rate of return, inflation, and general salary growth
assumptions.

o Study required by statute every 2 years.
» Board adopted increases in all 3 assumptions.
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Summary of Assumption Impacts

Economic Experience Study Demographic Experience Study

Contribution Contribution

Rate Impact Rate Impact
Investment Rate of Return  Decrease Termination Rates Decrease
Inflation Increase All Other Assumptions Increase
General Salary Growth Increase Total Impact Increase
Total Impact Decrease

» The combination of updating both sets of assumptions increased calculated
contribution rates at June 30, 2025.

* The impact on long-term contribution rates will be based on actual plan
experience.
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Key Valuation
Results — Assets
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Preliminary 2025 Changes in Assets

Market Value of Assets Actuarial Value of Assets
» The value of the assets in the market = Smoothed value of assets to reduce
on the valuation date. volatility in plan measures and
= FY 2025 investment return was contribution rates.
9.53%. = Recognized $440 million deferred
= Expected return was 7.00%. investment gains for the plan year.

= At June 30, 2025, over $1.1 billion of
Investment gains remain to be
recognized over next 3 years.
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Actuarial and Market Value of Assets
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Key Valuation Results

(qV)
3
qV)
o
.

ICIpan

— Part

June 30, 2026



Preliminary Participant Data

LEOFF 2 — Actives LEOFF 2 — Annuitants
2023 2024 2025 2023 2024 2025
Headcount 19,311 19,899 20,349 Headcount 9,460 10,294 11,034
Average Annual Salary $136,600 $145,200 $153,600 Average Annual Benefit $61,600 $64,400 $67,200
Average Age 41.1 40.7 40.6
Average Service 11.8 11.3 11.1
= Salary Increases were higher than = New retirements were higher than
assumed in FY 2025. expected.

= Members continuing active service = Active service retirements of 567
experienced average salary increases ~ compared to about 445 expected
of approximately 9.5% compared to retirements.
expected increases of about 6%.
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Key Valuation
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Funded Ratio

» Point-in-time measurement of plan health.
» Funded Ratio = Actuarial Value of Assets divided by Accrued Liability.

= [nterpretation of Funded Ratio:
o Less than 100% — Plan behind schedule on funding goals.
1 100% or more — Plan on or ahead of schedule on funding goals.
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Preliminary Gain and Loss Analysis
Funded Ratio

Changes to LEOFF 2 Funded Ratio

Funded Ratio — 2024 Valuation 101.6%
Plan Experience
Investment Returns/Recognizing Past Deferred Gains 1.6%
Non-Investment Member/Plan Experience -1.7%
Assumption Updates
Economic Assumptions 1.4%
Demographic Assumptions -2.7%
Other 0.1%

Funded Ratio — 2025 Valuation 100.3%
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Key Valuation

Results —
Contribution Rates
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Current Contribution Rates

Collected Adopted

FY 2026-27 | FY 2028 FY 2029
Member 8.53% 8.66% 8.80%
Employer 5.12% 5.20% 5.28%
State 3.41% 3.46% 3.52%

» The Board adopted contribution rates for FY 2026-2029 under the 4-Year Rate
Adoption policy in summer 2024.

= Possible contribution rate adoption part of the Board's July meeting agenda.
o Adopted FY 2028-2029 rates may be updated.
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Contribution Rates Support Board Goals

The calculated contribution rate is the greater of the Aggregate or Minimum
contribution rates.

Aggregate Rates — Contribution rates for adequacy goal.
o Full actuarial cost method considering liabilities and assets.
» Rate fluctuates with plan experience and changes in assets.

Minimum Rates — Contribution rates for stability goal.
o Partial cost method without consideration of plan assets.
o Different “tiers” of rates based on funded ratio.
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Preliminary Contribution Rates

Adopted Rates 2025 Valuation Rates

FY 2028 FY 2029 | Aggregate Minimum

Member 8.66% 8.80% 10.47% 9.87%
Employer 5.20% 5.28% 6.29% 5.93%
State 3.46% 3.52% 4.18% 3.95%

Key Elements Impacting Contribution Rates:
= Demographic Assumption Update & Member Plan Experience. §
= Economic Assumption Update & Investment Earnings. §

* New expense rate included in 2025 valuation results (more details next slide). 1
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New Expense Rate

= Starting with the 2025 actuarial valuation, we now review historical
administrative expenses paid from the trust fund to determine if such
expenses are material to plan funding.

- DRS administrative rate covers expenses paid outside the trust fund.

» Based on the 2025 actuarial valuation, such expenses were material to LEOFF 2
and WSPRS.

= For LEOFF 2, this expense rate equals 0.04% for members and 0.02% for both
the state and local employers, and pre-funds expenses for 2027-29 based on
historical annual expenses adjusted for inflation.
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Preliminary Projected Contribution Rates

2025 Valuation Rates | Projected 2027 Valuation
Aggregate  Minimum Aggregate

Member 10.47% 9.87% 9.5%
Employer 6.29% 5.93% 5.7%
State 4.18% 3.95% 3.8%

» Projected from 2025 Valuation with recognition of 2 additional years of
currently deferred asset gains.

= Minimum rate projected to remain similar in 2025 and 2027 Valuations.
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How Could Contribution Rates Look Different?

= Future contribution rates will depend on actual plan experience such as
Investment earnings, salary increases, and retirement rates.

» Current deferred investment gains provide a short-term buffer against adverse
experience but will be fully realized in FY 2028.

= Contribution rates could continue to increase and the current gap between
Aggregate and Minimum Rates could widen under adverse market or member

experience.
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Summary

» The plan is considered healthy.
» Funded ratio decreased but still exceeds 100%.
o Actuarial Value of Assets is deferring over $1.1 billion.
n Expect funded ratio and contribution rate improvements as deferred assets
are recognized if assumptions are realized.

= OSA is available to consult or answer questions on contribution rate adoption

at the July meeting.
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= Final results of current audit will also be available.



Thank You

For questions, please contact
The Office of the State Actuary

360-786-6140
State.Actuary@leg.wa.gov

Mitch DeCamp

Matt Smith

O:\LEOFF 2 Board\2026\JuneMeeting\2025.Prelim.LEOFF2.AVR.pptx
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https://leg.wa.gov/about-the-legislature/legislative-agencies/osa/
mailto:State.Actuary@leg.wa.gov

Disclosure

» This presentation is based on the Preliminary 2025 AVR. Please see our
website at the end of June for the preliminary report containing assumptions,
methods, and data used to produce the results in this presentation.

= All results are preliminary and currently under audit.

= Matthew M. Smith, FCA, EA, MAAA and Luke Masselink, ASA, EA, MAAA
served as the reviewing and certifying actuaries for the 2025 valuation report

and meet the qualification standards of the American Academy of Actuaries to
render the actuarial opinions provided.
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