
Washington State Department of Retirement Systems (DRS) 
Transition Document 

Tier 1 – Executive Summary 
 
 
AGENCY INFORMATION: 
 
Located at: Point Plaza West Building 3  

Mailstop 48380 
6835 Capitol Boulevard 
Tumwater, Washington 98501 

 
Website:   http://www.drs.wa.gov/ 
 
Contact: Maureen Westgard 

Deputy Director 
MaureenW@DRS.WA.GOV 
(360) 664-7309 

 
 
AGENCY RESPONSIBILITIES: 
 
DRS’ Mission:   
 
To administer Washington State's public retirement and deferred compensation programs in a 
manner that creates the highest degree of confidence in our integrity, efficiency, fairness and 
financial responsibility. 
 
Agency Programs: 
 
• The Retirement Services program provides direct customer service to active, retired and 

inactive members of the retirement systems.  These services include determining eligibility 
for retirement, educating and counseling prospective retirees, processing disability and death 
adjustments, and computing retirement benefits, deductions, and benefit adjustments. 

 
• The Administrative Services program includes agency management functions and executive 

leadership, budget, fiscal and legal services, human resources management, and other 
administrative support services.  This program also includes accounting for the pension trust 
funds, from collection of contributions to pension disbursements, and IRS reporting.  The 
other key activity within Administrative Services is employer support, which involves 
training employers, conducting field audits, and processing essential member information 
submitted by public employers.   

 
• The Information Technology program provides database management, systems 

development, electronic communications support, system maintenance and troubleshooting, 

http://www.drs.wa.gov/
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data collection and processing, and disbursement processing.  This program also contains the 
one-time costs associated with legislative projects approved and funded each session. 

 
• The Deferred Compensation Program enables eligible public employees to divert a portion 

of their earnings into a tax-deferred account, which features a variety of pre-selected 
investment options, until retirement or termination of public employment. 

 
• The Dependent Care Program enables eligible employees to set aside a before-tax portion 

of their compensation for reimbursement of their dependent care expenses. 
 
Scope of Retirement Systems Administration:  
 
• Seven pension systems, with 14 separate retirement plans, for public employees of state 

agencies and higher education, counties, cities, and political subdivisions such as public utility 
districts 
 Public Employees’ Retirement System (PERS) – Plans 1, 2 and 3 
 Teachers’ Retirement System (TRS) – Plans 1, 2 and 3 
 School Employees’ Retirement System (SERS) – Plans 2 and 3 
 Law Enforcement Officers’ and Fire Fighters’ (LEOFF) – Plans 1 and 2 
 Washington State Patrol Retirement System (WSPRS) – Plans 1 and 2 
 Judges’ Retirement System (JRS) 
 Judicial Retirement Fund (JRF) 

 
• Retirement benefits vary depending on the member’s plan 
 Plan 1s in PERS and TRS are service-based defined benefit plans that provide full pension 

benefits after 30 years of employment in the plan 
 Plan 2s in PERS, SERS and TRS are age-based defined benefit plans that provide full 

pension benefits after the member reaches age 65 
 LEOFF Plans 1 and 2, and WSPRS Plans 1 and 2, are age-based defined benefit plans with 

age requirements ranging from 50 to 55 for full, unreduced benefits 
 Plan 3s in PERS, SERS and TRS combine the features of an age-based defined benefit 

plan with an age-65 requirement, and a member-funded defined contribution account with 
flexible distribution options 

 
• 546,000 retirement system members (as of June 30, 2004) 
 289,000 active members—still working and contributing to the plans 
 112,000 annuitants—retirees, beneficiaries and others who receive monthly payments 
 145,000 inactive members—left active employment but not yet receiving payments 
 1,274 employers—public organizations that employ members and pay contributions 

 
• $40 billion held in retirement trust funds 
 
• $616 million collected annually in retirement contributions 
 
• $1.773 billion paid annually in retirement benefits  
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Scope of Deferred Compensation Program Administration: 
 
• 47,000 DCP participants 
 
• $1.7 billion in DCP trust 
 
• $136 million in annual deferred compensation contributions 
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ORGANIZATION CHART: 
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Retirement System Roles and Responsibilities 
     
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXECUTIVE   LEGISLATIVE  

  
State Investment  

Board   

Department of  
Retirement  
Systems   

E mployee  
Retirement  

Benefits Board   

  
Office of the State  

Actuary  

  
Select Committee  
on Pension Policy   

Pension Funding  
Council   

  

LEOFF Plan 2  
Retirement Board 

Department of Retirement Systems:  Collects and accounts for employer and employee 
contributions; maintains retirement records; pays benefits; communicates pension information; 
provides investment education; and administers the Deferred Compensation and Dependent Care 
Assistance Programs. 
 
Washington State Investment Board:  Invests and accounts for pension funds. 
 
Employee Retirement Benefits Board:  Provides recommendations to the WSIB on self-
directed investment options for defined contribution plans; determines the payment options 
available for Plan 3 members; approves administrative charges assessed to members who 
participate in self-directed investment options; recommends investment options for DCP.  
 
Pension Funding Council:  Adopts economic assumptions for pension funding and member and 
employer pension contribution rates for PERS, SERS, TRS, LEOFF and WSPRS. 
 
Select Committee on Pension Policy:  Studies pension issues and retirement finances; develops 
pension policies and recommends pension legislation. 
 
Office of the State Actuary:  Acts as an advisory agency to the Legislature and director of 
DRS; performs actuarial studies and reports on retirement bills; creates formulas to compute 
benefit payment adjustments for early retirement, cost-of-living or long-term survivor factors. 
 
LEOFF Plan 2 Retirement Board of Trustees:  Relating to the Law Enforcement Officers’ and 
Fire Fighters’ Retirement System Plan 2, adopts actuarial assumptions; provides for increased 
benefits for LEOFF Plan 2 members and beneficiaries; consults with DRS concerning benefit 
administration and member services.  The LEOFF 2 Board of Trustees was created by Initiative 
790, which was passed by voters in the 2002 general election. 
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2003-05 BIENNIAL BUDGET BY SOURCE AND PROGRAM: 
 

Program Title Fund Source FTEs Dollars
Retirement Services 600-1 93.79 $9,248,712
Administrative Services 600-1 98.77 $19,214,629
Information Technology 600-1 57.27 $15,438,859
Deferred Compensation 888-6 19.90 $3,703,000
Dependent Care 03T-1 2.50 $387,800
Totals 272.23 $47,993,000  

 
Fund Source Descriptions: 
 

The primary fund source for DRS is the DRS Expense Account (fund 600).  This 
appropriated fund receives its revenue from public employers based on a percentage of their 
salary expenditures.  (See RCW 41.50.110.)  The rate is currently 0.19 percent.   

• 

• 

• 

 
The nonappropriated Deferred Compensation Administrative Account (888) fund receives 
its revenue from participants in the state’s Deferred Compensation Program as a percentage of 
their total assets in the program.  (See RCW 41.50.780.)  As plan assets have grown, the rate 
to cover DRS’ services has been reduced from 0.79 percent when the program started in July 
1988, to the current rate of 0.02 percent that has been in effect since July 2000. 

 
Revenue for the appropriated Dependent Care Administrative Account (03T) fund comes 
from a portion of the employer savings of Old Age and Survivor Disability Insurance taxes 
realized from salary reductions on behalf of program participants.  (See RCW 41.04.615.)  
The rate to cover DRS’ services, currently at 52 percent, is based on participation levels and 
actual expenses incurred to administer the program.  
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Major Issue:  Implementing the Public Safety Employees’ Retirement System (PSERS) 
 
Issue Description: 
• The 2004 Legislature created the Public Safety Employees’ Retirement System (PSERS), to 

become effective July 1, 2006.   
• Membership in PSERS will be restricted to employees in specific job categories, including 

city, county and state correctional officers, jailers, custody officers, bailiffs, probation officers 
and probation counselors, liquor enforcement officers, park rangers, commercial vehicle 
enforcement officers and gambling special agents.  Employees in those positions are currently 
included in PERS.   

• PSERS will allow retirement at younger ages than PERS Plans 2 and 3.   
 The minimum age for unreduced benefits will be 60 instead of 65.   
 PSERS allows early retirement with a 3 percent per year benefit reduction, starting at age 

53 with 20 years of service, compared to 55 years of age and 30 years of service in PERS 
Plans 2 and 3.  In PERS Plan 2 and Plan 3, early retirement with less than 30 years of 
service results in significant actuarial reductions. 

• Younger ages for retirement eligibility will make membership in PSERS desirable.  DRS will 
rely on employers to determine eligibility in accordance with the intent of the legislation. 

 
Urgency: 
• Implementation planning and communications will begin in 2005. 
• Interested stakeholders have already begun inquiring about membership eligibility criteria. 
• Making any pre-implementation legislative changes during the 2005 session would minimize 

confusion for members and employers. 
 
Significance and controversial aspects: 
• Other state retirement systems have experienced considerable expansion in eligibility after 

introducing retirement plans for public safety workers.  (See linked Sacramento Bee articles.) 
 
Key Stakeholders and Contact Information: 
• DRS, Jeff Wickman, Strategic Initiatives Manager, jeffw@drs.wa.gov, 360-664-7303 
• SCPP 
• Employers of public safety officers 
• Labor unions and potential PSERS members 

 
Links: 
• Full text of PSERS legislation (HB 2537) 
• PSERS Frequently Asked Questions 
• "Lawyers in risky business? Critics object" (Sacramento Bee, May 9, 2004) 
• "Pension jackpot:  Many more winning safety-worker label" (Sacramento Bee, May 9, 2004) 
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Major Issue:  Retiree Return-to-Work Legislation 
 
Issue description: 
• In 2001, to address a potential shortage of qualified job candidates for public and educational 

employers, the Legislature changed the laws to allow retirees in PERS Plan 1 and TRS Plan 1 
to work for public employers up to 1,500 hours per year without suspending retirement 
benefits. 

• High profile—and in some cases highly compensated—retirees returned to work for their 
prior employers after the minimum 30-day wait following retirement.  Those situations 
received considerable media focus. 

• In 2003, the Legislature again changed the provisions for post-retirement employment.   
 The new law imposed penalties for entering into oral or written return-to-work agreements 

prior to retiring. 
 New retirees must wait at least 90 days before re-employment to be eligible to work up to 

1,500-hours per year.  The law also stipulates certain employer requirements. 
 Lifetime limits were established that cap the cumulative number of hours retirees may 

work beyond a yearly threshold.  When the cumulative limit is reached, a retiree’s benefits 
are suspended after the equivalent of five months of full-time work (867 hours) each year. 
 The Governor vetoed the portions of the law that applied to TRS Plan 1.  (See “Governor’s 

Veto Message” link below.)  The restrictions were signed into law for PERS Plan 1. 
 
Urgency: 
• The SCPP is expected to introduce legislation in 2005 to reestablish consistency in the return-

to-work provisions for TRS Plan 1 and PERS Plan 1. 
 
Significance and controversial aspects: 
• Concern was raised in 2001 that more members would choose to retire and return to work 

under the new rules.  DRS records show that retirements in TRS and PERS Plan 1 have 
remained consistent with historical averages.  Additionally, the majority of TRS Plan 1 and 
PERS Plan 1 retirees who returned to employment worked fewer than 867 hours per year. 

• The Select Committee on Pension Policy (SCPP) continues to watch for impact on the trust 
fund and the potential need to increase contribution rates.   

• Post-retirement employment restrictions and labor shortages may affect the ability for 
employers, especially school districts, to recruit and hire qualified personnel. 

 
Key stakeholders and contact information: 
• DRS, Jeff Wickman, Strategic Initiatives Manager, jeffw@drs.wa.gov, 360-664-7303 
• Employers 
• Governor’s Office 
• SCPP 
 
Links: 
• Governor's Veto Message, May 20, 2003 
• Office of the State Actuary, Post-retirement Employment Report 
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Major Issue:  University of Washington Retirement Reporting Errors 
 
Issue description: 
• The University of Washington implemented a new reporting system in 1999.  Since doing so, 

the UW has experienced inconsistencies in the retirement data and contributions reports.  
DRS has sent monthly error reports to UW and has worked closely with UW representatives 
as they attempt to identify reporting system problems and correct previously reported data. 

• In 2002, the Center for a Changing Workforce (CFCW) issued a report stating that the UW 
medical centers had incorrectly classified hundreds of employees as “temporary” in an effort 
to deny them benefits.  The report, which was developed in cooperation with the Washington 
Federation of State Employees and the law offices of Bendich, Stobaugh and Strong, P.C., 
received significant media coverage.  (See links below.) 

• In 2003, the UW began addressing retirement reporting issues in a systematic way, and has 
funded a project to fix their reporting system and correct data dating back to 1999. 

 
Significance: 
• Retirement reporting errors may have negatively impacted the defined contribution accounts 

of many UW PERS Plan 3 members.  If so, the UW will be financially responsible to make 
those accounts whole. 

 
Current status and timelines for conclusion: 
• The UW has indicated that most of the reporting system flaws have been eliminated to 

prevent future system-generated errors.  
• The effort to correct previously reported data is ongoing.  UW staff are correcting member 

information first (name, social security number, birth date, etc.), and will then address hours 
and earnings data. The UW expects to have all data corrected by spring 2005. 

• DRS is auditing the University’s retirement eligibility practices in response to information 
presented in the CFCW report and at the request of the UW.  The audit is scheduled for 
completion in Fall 2004. 

 
Key Stakeholders and Contact Information: 
• DRS, Dave Nelsen, Assistant Director Administrative Services Division, daven@drs.wa.gov, 

360-664-7304 
• UW, Katie Dwyer, Benefits Manager 
 
Links: 
• CFCW Report:  A Million Hours of "Temporary Work" 
• Significant Employment Class Actions by Bendich, Stobaugh and Strong, P.C. 
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Major Issue:  Baby Boom Impact on the Department of Retirement Systems 
 

Issue description: 
• DRS anticipates a considerable increase in workload volumes as the “Baby Boom” generation 

reaches retirement age. 
• During the fiscal year that ended June 30, 2004, DRS processed 6,727 retirements.  Based on 

the State Actuary’s 2002 Valuation Data, a 47 percent increase in annual retirements is 
expected by the year 2012.  This increase will impact demand for pre-retirement education 
seminars, retirement estimates, retirement applications, pension payments, and trigger an 
increase in the volume of related inquiries. 

• The continued aging of the population will also result in a greater number of disabilities and 
post-retirement activities, including deaths, changes to members’ addresses, beneficiaries, 
deductions and financial institutions, and other inquiries from retirees, beneficiaries and their 
representatives. 

• The agency anticipates absorbing ongoing workload impacts with minimal staffing increases. 
 
Significance and urgency: 
• The nature and size of this issue impacts activities that are central to the agency’s mission.  
• Elderly retirees and beneficiaries, as well as currently retiring members, would be most 

impacted by workload increases that could ultimately affect the agency’s high level of 
customer service. 

 
Current Status and Timeline: 
• DRS has streamlined processes and developed innovative technology solutions to lessen the 

effects of workload increases without sacrificing service quality.   
 Self-service options for DRS’ customers began in 1996 with the introduction of online 

access to Plan 3 members’ Defined Contribution accounts, provided through a third-party 
vendor.  In 2000, a third-party vendor was also contracted to extend online account access 
to DCP participants. 
 In 1999, the agency introduced online retirement benefit estimators based on data supplied 

by the member. 
 Several online employer applications were introduced between 2002 and 2004, that allow 

employers to electronically pay contributions, transmit data, verify member information 
and review prior transactions. 
 In 2004, DRS launched the first phase of a new online Defined Benefit account access 

application for members.  Phase two, scheduled for completion in 2005, will include online 
estimates populated with actual account data from DRS’ information systems. 

• The oldest Baby Boomers will turn 60 in 2006.  Many members of the Baby Boom population 
have already made the transition to retirement. 

• Continuous growth in the number of retirements per year is anticipated well into the future. 
 

Key Stakeholders and Contact Information 
• DRS, Dorothy Bailey, Assistant Director Retirement Services Division, 360-664-7069, 

dorothyb@drs.wa.gov 
• Office of the State Actuary 
• Various retiree organizations 
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