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Today’s Presentation

Actuaries and OSA
Overview of Washington pensions
2013 Legislative update
Risks and challenges
Planning for the future
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What Is An Actuary?

Identify, measure, and manage financial risk
Evaluate the likelihood of future events and financial impacts
Relies on mathematical principles and assumptions, statistics, probabilities, 
and experience
Employed in many different fields
Subject to standards of practice
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Office Of The State Actuary

Independent, in-house pension actuaries and policy analysts
Mission:  promote the security of state retirement benefits through actuarial 
and policy analysis
Key services

Actuarial fiscal notes
Calculate contribution rates
Risk analysis and projections
Consulting and pension education
Staff SCPP
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Overview Of WA Pensions

Membership
Governance
Financial condition
Comparisons to other states

O://Presentations/2013/SeniorLobby7-15-13.pptx 5Office of the State Actuary
“Securing tomorrow’s pensions today.”

State Plans Cover Diverse Membership

Six open systems
DB plans
Hybrid plans

General government employees
Except first-class cities

School employees
Police, fire, and public safety 
Nearly 290,000 active members
Nearly 144,000 annuitants



7/16/2013

4

O://Presentations/2013/SeniorLobby7-15-13.pptx 6Office of the State Actuary
“Securing tomorrow’s pensions today.”

Governance

Direct oversight by the Legislature
Sets statewide benefit and funding policy
Exceptions: LEOFF 2 and first class cities

Consolidated, statewide administration
Benefits and investments

Independent advisors
Key Players

Plan administrator (DRS)
Independent investment board (WSIB)
Independent, in-house actuarial services (OSA)
Standing pension policy committee (SCPP)
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Washington Plans Well-Funded Overall

Actuarial value of assets:*  $63.1 billion
Present value of earned benefits:*  $62.6 billion
Combined funded status:* 101 percent

*As of Preliminary 2012 Actuarial Valuation Report.
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Preliminary Funded Status For Washington At June 30, 2012
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Top Four Funded Status Nationally

Source: The PEW Center on the States June 2012 report, “The Widening Gap Update.”
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Washington Is A National Leader In Pension Policy

Major reforms as far back as 1977
Age 65 unreduced retirement
Cost sharing
Hybrid plans

Early adopter of policies
Investments in private equity
Risk analysis

Other states following Washington’s earlier examples
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2013 Legislative Update

No major policy changes adopted
Few pension related bills passed
No immediate rate impacts

Some major policy changes introduced and considered
Defined contribution
Public safety plan membership
Excess compensation

High volume of pension related bills introduced but not passed
Contribution rates fully funded as passed by the Pension Funding Council and 
calculated by the State Actuary
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Certain Risks And Challenges Ahead

Plan 1 unfunded past liability 
Contribution increases 
Reporting changes 
Litigation risks 
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Unfunded Actuarial Accrued Liability Or “UAAL”

PERS and TRS Plan 1 have a UAAL
Insufficient assets to cover earned benefits
Off track with funding plan

Requires additional contributions to get back on track
If funding doesn’t get back on track, plan becomes pay-as-you-go 
Pay-go means no assets set aside to pay benefits 

Must be paid from other sources as they come due
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Plan For Getting Back On Track

New funding method adopted in 2009 
Requires higher employer UAAL contribution rates 
Expected full funding dates

2027 in PERS 1
2026 in TRS 1
Assumes required contributions are made and actuarial assumptions are realized
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Future Contribution Increases Expected

Recognizing deferred asset losses
Phasing-in higher Plan 1 UAAL requirements
Lowering assumed rate of investment return 
Creates short-term pressure on employer and state budgets
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Changes In Pension Reporting Coming

New reporting of pension liability and funded status
Different measures used for different purposes

OSA valuations – funding
GASB – accounting
Moody’s – credit rating

GASB and Moody’s aimed at more comparability across plans
Does not change the financial health of the plans
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Litigation Uncertainty Remains

Potential reinstatement of recently repealed benefits would reduce funded 
status and increase contribution requirements

Gain-sharing benefits in PERS 1, TRS 1, and Plans 3
PERS 1 and TRS 1 UCOLA

Supreme Court scheduled to hear gain-sharing and UCOLA cases this fall
DRS website contains updates on litigation

Full analysis of potential financial impacts included in 2011 Report on 
Financial Condition
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Planning For The Future

Pension plans require consistent, stable, and adequate funding to remain 
affordable over the long term
Stay on track with the funding plan 

Funding shortfalls today increase future contribution requirements
Pay now or pay more later

Ensure future benefit improvements affordable for the long term
Whether the economy is up or down
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Conclusion

Among best funded systems nationally
Leader in pension reform
Certain risks and challenges ahead
Opportunities for future planning
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Additional Pension References

Office of the State Actuary 
State of the State’s Pension Systems [full presentation]
2011 Actuarial Valuation Report 
Report on Financial Condition 
Risk Assessment Report 

Select Committee on Pension Policy 
Pension Primer
Pensions 101
Pensions 102 – Plan Design 
Pensions 103 – Governance 
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