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NOTE 7 - PENSION PLAN

Substantially all Housing Authority's full-time and qualifying part-time employees participate in the
Washington State Public Employees Retirement System (PERS), a defined benefit cost-sharing
multiple-employer public employee retirement system. The Department of Retirement Systems
(DRS), a department within the primary government of the State of Washington, issues a
comprehensive annual financial report containing historical trend information and may be obtained
from the Department of Retirement Systems, Administrative Services Division, P.O. Box 48380,
Olympia, WA 98504-8380. The following disclosures are made pursuant to GASB Statement 27,
Accounting for Pensions by State and Local Government Employers.

Public Employees' Retirement System (PERS) Plans 1 and 2

Plan Description PERS is a cost-sharing multiple-employer defined benefit pension plan.
Membership in the plan includes: elected officials; state employees; employees of the Supreme,
Appeals, and Superior courts (other than judges in a judicial retirement system); employees of
legislative committees; college and university employees not in national higher education
retirement programs; judges of district and municipal courts; noncertificated employees of school
districts; and employees of local government. The PERS system includes two plans. Participants
who joined the system by September 30, 1977, are Plan 1 members. Those joining thereafter are
enrolled in Plan 2. Retirement benefits are financed from employee and employer contributions
and investment earnings. Retirement benefits in both Plan 1 and Plan 2 are vested after
completion of five years of eligible service.

Plan 1 members are eligible for retirement at any age after 30 years of service, or at age 60 with
five years of service, or at the age of 55 with 25 years of service. The annual pension is two
percent of the average final compensation per year of service, capped at 60 percent. If qualified,
after reaching age 66 a cost-of-living allowance is granted based on years of service credit and is
capped at three percent annually.

Plan 2 members may retire at age 65 with five years of service, or at 55 with 20 years of service,
with an allowance of two percent per year of service of the average final compensation. Plan 2
retirements prior to 65 are actuarially reduced. There is no cap on years of service credit and a
cost-of-living allowance is granted, capped at three percent annually.

Funding Policy Each biennium, the state Pension Funding Council adopts Plan 1 employer
contribution rates needed to fully amortize the total costs of the plan. Employee contribution rates
for Plan 1 are established by statute at six percent and do not vary from year to year. The
employer and employee contribution rates for Plan 2 are set by the director of the Department of
Retirement Systems based on recommendations by the Office of the State Actuary to continue to
fully fund the plan. All employers are required to contribute at the level established by state law.

The methods used to determine the contribution rates are established under state statute in
accordance with chapters 41.40 and 41.45 RCW.
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NOTE 7 - PENSION PLAN (continued)
The required contribution rates expressed as a percentage of covered payroll at December 31,

1999, and the Housing Authority's required contributions for the year ended December 31, 1999
were:

Percent of Compensation Amount
PERS Plan1  PERS Plan 2 PERS Plan1 PERS Plan 2 Total
Employer 7.50% 7.50% $ 6,165 § 65,800 $ 71,965
Employee 6.00% 4.65% 6,285 35,118 41,403
Total 13.50% 12.15% $ 12450 §$ 100,918 $ 113,368

Total covered payroll for the year ended December 31, 1999 was $1,201,212. Both the Housing
Authority and the employees made the required contributions. The employer rates do not include
the employer administrative expense fee currently set at 0.18%.
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