Contribution Rate Adoption

July 22, 2026



Issue

The Board may adopt contribution rates for the
2027 - 2029 and 2029 - 2031 biennia.




-
LEOFF 2 Board Funding Policies

Board’s goals - Fully funding plan and stable contribution rates.
1. 4-year Rate Adoption

= Adopted rates may still be updated with each new rate-setting valuation

2. Current Statutory Minimum Rate Funding Policy

Minimum Rate Funding Policy

Funded Ratio (FR)

Minimum Rate*
1. FR less than 105% 100% EANC - Offset Rate
2. FR at least 105% but less than 110% 90% EANC - Offset Rate
3. FR at least 110%

80% EANC
*EANC is the Normal Cost under the Entry Age Normal cost method.



Aggregate and Minimum Rates

Under the plan funding policy, the contribution rate is the greater of:

- Aggregate Rates - Contribution rates for adequacy goal.

= Actuarial cost method for the plan originally set in statute

= Rate fluctuates with plan experience and changes in assets

 Minimum Rates - Contribution rates for stability goal.

= Different “tiers” of rates based on funded status



Current Contribution Rates

 The Board adopted rates for 2025 - 2027 and 2027-2029 biennia
under 4-year rate adoption in July 2024

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% 3.92%



T
Full Rate Table Adopted in 2024

Fiscal Year  Member Employer State Rate

Rate Rate
2026 8.53% 5.12% 3.41%
2027 8.53% 5.12% 3.41%
2028 8.66% 5.20% 3.46%
2029 8.80% 5.28% 3.52%
2030* 8.93% 5.36% 3.57%
2031* 9.07% 5.44% 3.63%
2032* 9.20% 5.52% 3.68%

*not adopted as part of 4-year rate setting




Results of 2025 Actuarial Valuation

= Salary Increases were higher than assumed (9.5% compared to 6%).

 New retirements were higher than expected (567 compared to about 445).

= Investment return was higher than expected (9.53% compared to 7%).




Funded Status

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%



2025 Valuation 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%




Budget Impacts

Estimated LEOFF 2 Contributions - 2027-29 Biennium

Member Employer State Total

Average Adopted 2027-29 Biennium Rates* 8.73% 5.24% 3.49%
Estimated 2027-29 Biennium Contributions $649 $389 $259 $1,297
2025 Valuation Calculated Aggregate Rates 10.47% 6.29% 4.18%
Estimated 2027-29 Biennium Contributions $778 $467 $311 $1,556
Change in Rates 1.74% 1.05% 0.69%

Change in 2027-29 Biennium Contributions $129 $78 $51 $258

Note: Totals may not agree due to rounding.
*Adopted rates vary by fiscal year. Average rate across both fiscal years shown for display purposes.

See Appendix slide for OSA’s methods and assumptions when determining budget impacts



Other impacts

1. Funding Method: The Board has historically used the minimum rate.
However, the aggregate rate has typically been the lower not higher rate.

2. State Budget: The State is expecting another budget deficit this year. The
State portion of contribution rates is paid out of general fund.

3. Deferred Gains: $1.1 billion of investment gains remain to be recognized
over next 3 years.

4. Projected Rates: 2027 valuation Aggregate rates could decrease from
10.47% to about 9.5% with recognition of 2 additional years of currently
deferred asset gains. Minimum rate projected to remain similar.




T
Option 1: Adopt Minimum Rate for 2027-2029 and

2029-2031 biennia

= Minimum Rate = 9.87% for members.

= Pros - Captures more potential investment gains than current rate;
lowers risk to the plan of decreasing funded ratio; could prevent need
for higher rate increases in future.

= Cons - Rates would go up immediately. Does not meet goal of rate
stability with sharp increase to current rates.



Option 2: Adopt aggregate rate for 2027-2029 and
2029-2031 biennia

= Aggregate rate = 10.47% for members

* Pros - Rates fully reflect recent plan experience; captures potential
investment gain; lowers risk of plan falling below 100% funded ratio.

= Cons - Does not meet goal of rate stability; increase in contribution
rates may be unnecessary if current actuarial projections are met.




Option 3: Step into minimum rate by 2032.

= Same goal as last rate setting but replace 9.20% as 2032 target with
new minimum rate of 9.87%. Adjust scheduled rate increases to
0.268% per year to reach this goal in 2032.

* Pros - Smooth rate increases over next 6 years, giving members,
employers, and state an opportunity to prepare for increased rates.

= Cons - Increases risks of underfunding the plan and needing to
increase rates even further to make up for lost investment returns.



-
Option 3: Rate Table

Employer State Rate

Fiscal Year Member

Rate Rate
2027 8.53% 5.12% 3.41%
2028 8.80% 5.28% 3.52%
2029 9.07% 5.44% 3.63%
2030 9.33% 5.60% 3.73%
2031 9.60% 5.76% 3.84%
2032 9.87% 5.92% 3.95%




Board Action

» Option 1: Adopt minimum rate of 9.87% for 2027 - 2029 and
2029 - 2031 biennia.

= Option 2: Adopt aggregate rate of 10.47% for 2027 - 2029 and
2029 - 2031 biennia.

= Option 3: Adopt “option 3 rate table”, stepping into minimum rate
of 9.87% by 2032.




- Pl 2_Reti rement Board Thank You

Jacob White

Executive Director

jacob.white@leoff.wa.gov




Appendix - OSA Budget Impacts Disclosures

= The budget estimates on slide 10 are calculated by multiplying the respective contribution rates
by projected salaries in the 2027-29 Biennium. OSA estimated salaries for this period by
projecting the total salary for LEOFF 2 from the Preliminary 2025 Actuarial Valuation Report with
assumed 0.80% system growth and 3.50% general salary growth. Please see the Projection and
Risk Assumptions Study and 2025 Economic Experience Study for the development of the
system growth and general salary growth assumptions, respectively.

= OSA produced these budget impacts to assist the Board in understanding the costs of changing
the currently adopted contribution rates. Please don’t use this information for other purposes.
These budget estimates will vary to the extent that actual total salaries differ from this
projection. OSA used long-term assumptions to produce these short-term budget impacts.

Therefore, these estimates may vary from estimates produced from other short-term budget
models.


https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fleg.wa.gov%2Fstudies-audits-and-reports%2Factuarial-reporting%2Fpensions%2Fstudies%2Fprojection-and-risk-assumptions-study%2F&data=05%7C02%7Cjacob.white%40leoff.wa.gov%7Ce0858c153cff454c3a1108dedd3f4912%7C11d0e217264e400a8ba057dcc127d72d%7C0%7C0%7C639191461208787471%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=9gq9BsyaqWd9Naqq3mBWi2zuuC7UFl2cMmKI33gAjjg%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fleg.wa.gov%2Fstudies-audits-and-reports%2Factuarial-reporting%2Fpensions%2Fstudies%2Fprojection-and-risk-assumptions-study%2F&data=05%7C02%7Cjacob.white%40leoff.wa.gov%7Ce0858c153cff454c3a1108dedd3f4912%7C11d0e217264e400a8ba057dcc127d72d%7C0%7C0%7C639191461208787471%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=9gq9BsyaqWd9Naqq3mBWi2zuuC7UFl2cMmKI33gAjjg%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fleg.wa.gov%2Fmedia%2Ffzekyeay%2Ffinal2025ees.pdf&data=05%7C02%7Cjacob.white%40leoff.wa.gov%7Ce0858c153cff454c3a1108dedd3f4912%7C11d0e217264e400a8ba057dcc127d72d%7C0%7C0%7C639191461208822904%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=1Go9FOT1tTU0sN8mqSHVNRoOF7Iuh0LWauyTN0Z11rE%3D&reserved=0

White, Jacob (LEOFF)

From: DeCamp, Mitch <Mitch.DeCamp@leg.wa.gov>
Sent: Wednesday, July 8, 2026 3:22 PM
To: White, Jacob (LEOFF)
Cc: Stineman, Kyle; Baker, Sarah; Dyer, Graham; Won, Lisa
Subject: LEOFF 2 Contributions (2027-29 Biennium)
I External Email
Hi Jacob,

As requested, below are the estimated budget impacts for changing the 2027-29 Biennium contribution rates from the
currently adopted to the 2025 valuation calculated aggregate rates. Please pass this information along to the Board.

Estimated LEOFF 2 Contributions - 2027-29 Biennium

Member Employer State Total

Average Adopted 2027-29 Biennium Rates* 8.73% 5.24% 3.49%
Estimated 2027-29 Biennium Contributions $649 $389 $259 $1,297
2025 Valuation Calculated Aggregate Rates 10.47% 6.29% 4.18%
Estimated 2027-29 Biennium Contributions $778 $467 $311  $1,556
Change in Rates 1.74% 1.05% 0.69%

Change in 2027-29 Biennium Contributions $129 $78 $51 $258

Note: Totals may not agree due to rounding.
*Adopted rates vary by fiscal year. Average rate across both fiscal years shown for display purposes.

The budget estimates above are calculated by multiplying the respective contribution rates by projected salaries in the
2027-29 Biennium. We estimated salaries for this period by projecting the total salary for LEOFF 2 from the Preliminary
2025 Actuarial Valuation Report with assumed 0.80% system growth and 3.50% general salary growth. Please see the
Projection and Risk Assumptions Study and 2025 Economic Experience Study for the development of the system growth
and general salary growth assumptions, respectively.

We produced these budget impacts to assist the Board in understanding the costs of changing the currently adopted
contribution rates. Please don’t use this information for other purposes. These budget estimates will vary to the extent
that actual total salaries differ from this projection. We use long-term assumptions to produce these short-term budget
impacts. Therefore, these estimates may vary from estimates produced from other short-term budget models.

The undersigned served as the reviewing and certifying actuary for this budget estimate. Please let us know if you have
questions or need additional information.

Mitch DeCamp, ASA, MAAA | Actuary

Office of the State Actuary

PO Box 40914 | Olympia, WA 98504

mitch.decamp@leg.wa.gov | Office 360.786.6157 | Cell 509.679.7931
OSA website

“Supporting financial security for generations.”
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