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Your Milliman Team

Scott Preppernau and Ryan Falls lead Milliman’s actuarial audit team

Supported by Daniel Wade, Gary Deeth, and a team of actuarial analysts

Experienced public retirement plan consultants with significant involvement with actuarial audits
Familiar with Washington State Retirement Systems

Serve some of the nation’s largest public plans including Oregon PERS, Texas County & District Retirement System, Public
Employees Retirement System of Idaho, and Florida Retirement System

Scott Preppernau Ryan Falls Daniel Wade Gary Deeth
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Purpose and Scope

Purpose: 1 2

Review OSA’s work and confirm
that the results of the June 30, 2025 Evaluation of the data used in the Evaluation of the reasonableness of the
valuation are reasonable valuation assumptions

H : 4

Full independent replication of Confirmation of calculated contribution
assets and liabilities rates

L) Milliman



Key Finding

OSA June 30, 2025 valuation and
resulting contribution rate
calculations are accurate and
based on reasonable assumptions

No changes recommended to OSA's
2025 valuation and calculated 2027-
29 biennium contribution rates
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Assumptions are reasonable
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Benefits, Assumptions and Methods

Valuation is based on current law
and reasonable assumptions and
methods
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1

Benefits in RCW are appropriately
reflected in the valuation

No significant benefit changes in this
actuarial audit

Valuation reflects changes under SHB 1701
(was also included in previous actuarial
audit)

2

Methods and assumptions used in
valuation are reasonable

Demographic assumptions reviewed in
detail by Milliman this past fall

Additional review of economic assumptions
completed this year

Based on Milliman’s capital market
assumptions and WSIB’s target asset
allocation, we calculated the median
expected return very similar to the 7.25%
assumption used in the valuation

The 7.25% investment return assumption is
0.25% higher than the median assumption
for large public retirement systems



Results: Membership Data

LEOFF 2
Data supplied by DRS was reviewed Ratio

Milliman OSA/Milliman

Reviewed for reasonableness
. . . . Active Members
Confirmed that all necessary information was included

Total Number 20,349 20,349 100.0%

. y . . Total Salaries (millions) $ 3,127 $ 3,127 100.0%

Data used in OSA’s valuation was reviewed Average Age 106 106 100.0%
: i ; Average Service 1.1 1.1 100.0%

Performed independent data editing of data supplied by DRS Average Salary $ 153646 $ 153667 100.0%

Compared with OSA’s valuation data and found high level of

consistency Retirees and Survivors

Total Number 11,034 11,034 100.0%
Conclusion Average Monthly Pension $ 5,602 $ 5,602 100.0%
Data used by OSA in valuation was appropriate Legal Order Payees

Total Number 640 640 100.0%

Average Monthly Pension $ 1,709 $ 1,709 100.0%

Terminated Members

Total Number Vested 1,306 1,306 100.0%

Total Number Non-Vested 3,478 3,478 100.0%
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Results: Assets

Assets used in valuation are
reasonable

) Milliman

1

Asset data provided by DRS

Totals, cash flows, and breakdown by Plan
taken from DRS data

2

Independent calculation by Milliman of
actuarial assets based on sources of
data

Actuarial asset calculation is accurate and
based on a reasonable method



Results: Liabilities

LEOFF 2 Results

Good match with OSA on independent replication (100.0%) (in $Millions) Milliman O/ M Ratio
Present Value of Benefits Present Value All Future Benefits

o Retirement $16,385.6 $16,380.8 100.0%
Accrued Liability under Entry Age Normal cost method Termination 736.5 746.0 98.7%
Death 249.9 2495 100.2%
Conclusion Disability 1,070.7 1,073.6 99.7%
S Total Actives $18,442.7 $18,449.9 100.0%
Valuation liabilities are accurate Terminated Vested $444.1 $445.3 99.7%
Terminated Not Vested 33.8 33.8 100.0%
Total Inactive, not in Payment $477.9 $479.0 99.8%
Total Annuitants $11,972.6 $11,976.5 100.0%
All Members $30,893.2 $30,905.4 100.0%

Entry Age Normal Accrued Liability
All Members $22,761.6 $22,768.9 100.0%

Calculations are prior to consideration of post-valuation changes in legislation.
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Results: Contribution Rates

Contribution rates replicated using Milliman’s independently
determined liabilities and normal cost rates

Well within expected tolerances for actuarial audits
Milliman’s calculations are for comparison purposes only

Contribution rates calculated under the Aggregate method are less
than the Entry Age Normal Cost rate, but greater than Minimum rate
(Entry Age Normal Cost rate minus offset calculated pursuant to
SHB 1701)

Contribution rate under the Aggregate method reflects asset values
at the actuarial valuation date and will tend to be more volatile than
Entry Age Normal Cost rate
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LEOFF 2 Results

(in $Millions) Milliman O / M Ratio
Calculated Employee Contribution Rates
Aggregate Normal Cost Rate 20.84% 20.88% 99.8%
a. 50% of Aggregate NC% 10.42% 10.44% 99.8%
Entry Age Normal Cost Rate 21.14% 21.14% 100.0%
50% of Entry Age NC% 10.57% 10.57% 100.0%
Plan Funded Status 100.3% 100.3% 100.0%
Offset under SHB 1701 0.75% 0.75% 100.0%
Minimum Adjustment 100% 100% 100.0%
b. Minimum Employee Rate 9.82% 9.82% 100.0%
Greater of a. and b. 10.42% 10.44% 99.8%
Administrative expenses 0.04% 0.04% 100.0%
Adjustment for Post-Val Changes 0.01% 0.01% 100.0%
Employee Contribution Rate 10.47% 10.49% 99.8%
Calculated Contribution Rates
Employee (50%) 10.47% 10.49% 99.8%
Employer (30%) 6.29% 6.29% 100.0%
State (20%) 4.18% 4.20% 99.5%




Key Changes Since Prior Actuarial Audit

Assumption changes from last year’s economic and demographic experience studies were reflected in liabilities. We
confirmed our replication matched when applying the updated assumptions:

Investment return = 7.25%; Inflation = 3.00%; General Salary Growth = 3.50%
Updated assumptions for retirement, service-based salary growth, disability, termination, and mortality

There is now a load of 0.04% of payroll for administrative expenses
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Conclusion

OSA valuation and resulting contribution rates calculations are accurate and based on reasonable assumptions

No changes recommended to OSA’s 2025 valuation

The currently adopted LEOFF 2 contribution rates are lower than the calculated contribution rates from the OSA’s 2025
actuarial valuation

» They are also lower than the “minimum rates” from the funding policy, which are tied to a measure of the cost of ongoing benefit
accruals

* |f contribution rates remain below the calculated contribution rates, we recommend the Board work with OSA to understand the
expected future trend in the funded ratio

We understand the LEOFF 2 Board will discuss adoption of contribution rates later in today’s meeting
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Caveats and Disclaimers

Milliman's work product was prepared exclusively for the LEOFF Plan 2 Board for a specific and limited purpose. It is a
complex, technical analysis that assumes a high level of knowledge concerning OSA, DRS and LEOFF Plan 2 operations, and
uses DRS data, which Milliman has not audited. It is not for the use or benefit of any third party for any purpose. Any third-
party recipient of Milliman’s work product who desires professional guidance should not rely upon Milliman's work product
but should engage qualified professionals for advice appropriate to its own specific needs.
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Thank you

Scott Preppernau Ryan Falls

scott.preppernau@milliman.com ryan.falls@milliman.com
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