[bookmark: _Toc253408728]Note 4 Pensions

A. General Information

Substantially all ______________________ School District full-time and qualifying part-time employees participate in one of the following three contributory, multi-employer, cost-sharing statewide retirement systems managed by the Washington State Department of Retirement Systems (DRS):  Teachers’ Retirement System (TRS), Public Employees’ Retirement System (PERS) and School Employees’ Retirement System (SERS).  Participation in the programs was as follows:

Membership by retirement system program as of June 30, 2009:

	
Program
	
Active Members
	Inactive Vested Members
	
Retired Members

	
	
	
	

	TRS
		67,388
		8,660
		39,927

	PERS
		159,235
		28,074
		74,857

	SERS
		52,474
		9,193
		4,629



Membership by retirement system program as of June 30, 2010:

	
Program
	
Active Members
	Inactive Vested Members
	
Retired Members

	
	
	
	

	TRS
		66,325
		8,950
		40,570

	PERS
		156,526
		28,860
		76,899

	SERS
		52,339
		9,700
		5,384



Certificated public employees are members of TRS. Noncertificated public employees are members of PERS (if Plan 1) or SERS.

Plan 1 under the TRS and PERS programs are defined benefit pension plans whose members joined the system on or before September 30, 1977.  Plan 1 members are eligible to retire with full benefits after five years of credited service and attainment of age 60, after 25 years of credited service and attainment of age 55, or after 30 years of credited service. 

Plan 2 under the TRS or SERS programs are defined benefit pension plans whose members joined on or after October 1, 1977, but before June 30, 1996 or August 31, 2000, for TRS or SERS programs, respectively.  Members of TRS and SERS are eligible to retire with full benefits after five years of credited service and attainment of age 65, after 20 years of credited service and attainment of age 55 with the benefit actuarially reduced from age 65, or 30 years of credited service and receive either a reduced benefit or stricter return-to-work rules.

Plan 3 under the TRS and SERS programs are defined benefit, defined contribution pension plans whose members joined on or after July 1, 1996, or September 1, 2000, for TRS and SERS, respectively.  Members are eligible to retire with full benefits at age 65, or they may retire at age 55 with at least ten service years with a reduced benefit amount, or they may retire at age 55 with at least 30 service years and receive either a reduced benefit or stricter return-to-work rules.

Average final compensation (AFC) of Plan 1 TRS and PERS members is the highest average salary during any two consecutive years. For Plan 2 and Plan 3 TRS and SERS members, it is the highest average salary during any five consecutive years.

The retirement allowance of Plan 1 TRS and PERS members is the AFC multiplied by 2 percent per year of service capped at 60 percent with a cost-of-living adjustment. For Plan 2 TRS and SERS members, it is the AFC multiplied by 2 percent per year of service with provision for a cost-of-living adjustment. For the defined benefit portion of Plan 3 TRS and SERS it is the AFC multiplied by 1 percent per year of service with a cost-of-living adjustment.

The employer contribution rates for PERS, TRS, and SERS (Plans 1, 2, and 3) and the TRS and SERS Plan 2 employee contribution rates are established by the Pension Funding Council based upon the rates set by the Legislature. The employee contribution rate for Plan 1 in PERS and TRS is set by statute at 6 percent and does not vary from year to year. The employer rate is the same for all plans in a system. The methods used to determine the contribution requirements are established under chapters 41.40, 41.32, and 41.35 RCW for PERS, TRS and SERS respectively.

The district contribution represents its full liability under both systems, except that future rates may be adjusted to meet the system needs.

B. Contributions

Employee contribution rates effective September 1, 2010 through August 31, 2011:

Plan 1 TRS	6.0%				Plan 1 PERS	6.0%
Plan 2 TRS	3.36%				Plan 2 SERS	3.15%
Plan 3 TRS and SERS	5.00% (minimum),  	15.00% (maximum)

For Plan 3 TRS and SERS, rates adjusted based upon age may be chosen.  The optional rates range begins at 5 percent and increase to a maximum of 15 percent.

Employer contribution rates as of effective September 1, 2010 through August 31, 2011:

Plan 1 TRS	6.14%			Plan 1 PERS	7.07%†
Plan 2 TRS	6.14%			Plan 2 SERS	5.45%
Plan 3 TRS	6.14%			Plan 3 SERS	5.45%
[bookmark: _GoBack]†Rate effective July 1, 2011 through August 31, 2011.. From September 1, 2010 through June 30, 2011, the rate was 5.31%. 

Under current law the employer must contribute 100 percent of the employer-required contribution. Employer required contributions in dollars (Participant information for all plans is as of August 31):

Plan		 FY 	 		 FY 	  		FY 

Plan 1 TRS	$____________	 $____________	$______________
Plan 2 TRS	$____________	 $____________	$______________
Plan 3 TRS	$____________	 $____________ 	$______________
Plan 1 PERS	$____________	 $____________	$______________
Plan 2 SERS	$____________	 $____________	$______________
Plan 3 SERS	$____________	 $____________	$______________

Historical trend information showing TRS, PERS and SERS progress in accumulating sufficient assets to pay benefits when due is presented in the state of Washington’s June 30, 20XX, comprehensive annual financial report. Refer to this report for detailed trend information. It is available from:

	State of Washington
	Office of Financial Management
	300 Insurance Building
	PO BOX 43113
	Olympia, WA 98504-3113

(For smaller school districts that are audited by the State Auditor’s Office on a two-year cycle, information is required for both years being examined. For the notes, which will be included in the two-year audit report, include the information in parentheses.)

