FEBRUARY 1, 2012

WACOPS LEGISLATIVE ACTION ALERT
LEOFF1 AND LEOFF2 PENSION PLAN MERGER

On January 31, the Senate version of the LEOFF merger bill was introduced, SB 6563. Sponsors are Lisa Brown (D-3), Nick Harper (D-38), Steve Hobbs (D-44), Ed Murray (D-42), Craig Pridemore (D-49), Jerome Delvin (R-8), Jeanne Kohl-Wells (D-36), Marilyn Chase (D-32), Paull Shin (D-21), Steve Conway (D-29).
These Senators are receiving numerous phone calls and emails from LEOFF 1 opponents of the bill. Unfortunately, these communications are not all factual and are causing confusion about what the bill actually does.  WACOPS, the WA State Council of Firefighters, the Fraternal Order of Police and the Council of Metropolitan Police & Sheriffs are all supporting SB 6563 and we need to let them know that law enforcement officers and firefighters are appreciative of their efforts. 
Please call or email the sponsors of the bill and thank them for supporting this pension reform.  We also need you to contact your local legislators and ask them for support. You can find contact information here - District Finder - or call them on the toll free legislative hotline at 1.800.562.6000.
Facts of the bill are included below. Please feel free to give legislators our contact information if they would like to meet with someone to go over the details of the legislation. 

WACOPS – 360.352.8224

Jamie Daniels – 360.481.1312

Lee Reaves – 360.402.4591

Thank you. Your timely efforts are appreciated!

LEOFF MERGER TALKING POINTS

State Savings - State contributions to LEOFF 2 are suspended immediately upon passage of the bill for the remainder of the 2011-13 biennium saving as much as $80 million general fund (Sections 1 & 22).  There is no reduction in employer or member rates.

LEOFF 1 & 2 Benefit Protections – All LEOFF 1 benefits, including local disability board benefits, are guaranteed to not be reduced (Section 5).  The same protection is applied to LEOFF 2 member benefits.

Governance – The LEOFF Board would have the authority to adopt contribution rates, actuarial methods and actuarial assumptions for both LEOFF 1 and LEOFF 2.  The Board’s actions would not be subject to legislative revision as long as they were certified as reasonable by the State Actuary (Sections 9, 13 & 16).  Board members could be appointed from either LEOFF 1 or LEOFF 2 (Section 7).  The LEOFF Board would have greater authority over the Board’s budget.  (Section 11)  Legal expenses could be paid from the retirement fund (section 20).

Future LEOFF Funding – The assets in the LEOFF 1 retirement fund are currently projected to be sufficient to meet the future liabilities of the plan but there is some risk that increased costs could put LEOFF 1 into pay-as-you-go (“pay-go”) status.  The two primary risks of increased costs for LEOFF 1 liabilities are 1) less-than-expected investment returns; and 2) higher-than-expected inflation.  

A merger of the LEOFF Plan 1 and LEOFF Plan 2 retirement funds commingles the liabilities of both plans.  So, an increase in LEOFF 1 costs would become the shared responsibility of LEOFF members, LEOFF employers and the State according to the 50-30-20 ratio currently in place for LEOFF 2 (Section 10).  The risk of LEOFF 1 going into pay-as-you-go “pay-go” status is reduced to zero.

The requirement to pay off any unfunded liability in LEOFF 1 by 2024 is eliminated 

(Section 12).

Both LEOFF Plan 1 and LEOFF Plan 2 currently have a very substantial amount of unrecognized investment losses from the historically poor investment returns of 2008-2009 so the challenge to maintain stable contribution rates and full funding of the merged system, particularly over the next five years, is significant.  







