SENATE BILL REPORT
SB 6377

As Passed Senate, February 15, 2002

Title: An act relating to allowing members of the teachers’ retirement system plan 1 to use
extended school years for calculation of their earnable compensation.

Brief Description: Allowing members of the teachers’ retirement system plan 1 to use extended
school years for calculation of their earnable compensation.

Sponsors: Senators Regala, Carlson, Winsley, Spanel, Jacobsen, Fraser, Rasmussen, Eide and
McAuliffe; by request of Joint Committee on Pension Policy.

Brief History:
Committee Activity: Ways & Means: 2/4/02, 2/5/02 [DP].
Passed Senate: 2/15/02, 48-0.

SENATE COMMITTEE ON WAYS & MEANS

Majority Report: Do pass.

Signed by Senators Brown, Chair; Regala, Vice Chair; Fairley, Vice Chair; Fraser,
Hewitt, Honeyford, Kline, Kohl-Welles, Long, Parlette, Poulsen, Rasmussen, Rossi, B.
Sheldon, Spanel and Zarelli.

Staff: Erin Hannan (786-7708)

Background: Retirement benefits for a member of the Teachers’ Retirement System, Plan
1 (TRS 1) are based on years of service credit multiplied by the member’'s average final
compensation (AFC) in the two highest compensated consecutive years of service, up to a
maximum of 60 percent. AFC for TRS 1 members is defined as all wages paid to the
member for services rendered during a fiscal year, which for teachers is July 1 to June 30.

Some teachers work in schools that have calendars that run beyond June 30. For teachers
that are on a conventional school year schedule, June 30 typically falls in the middle of the
summer, as the conventional schedule typically runs from late August until mid-June of each
year.

A difference in the timing of the end of the statutory fiscal year and the end of the extended
school year may result in different earnable compensation amounts for TRS 1 members whose
annual salary is the same, depending on whether they teach in traditional or extended
school-year calendars.

If a TRS 1 member retires at the end of an extended school year that runs beyond the end of

the fiscal year, the highest two consecutive school years of compensation may not include the
final weeks of their career compensation “ these fall into a new fiscal year.
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Instead of these last two weeks in the end of the second fiscal year, the two weeks from the
"beginning" of the first fiscal year are counted in the AFC period. The table below illustrates
this affect on the annual and monthly benefit amount for a TRS 1 member in an extended
school year school.

Shown below is an example of a teacher who retires with a typical AFC of about $53,000 and
30 years of service. The effect of the "look-back" during years of average salary increases
could be to reduce his or her monthly pension amount by approximately $11. For a similarly
situated teacher with 15 years of service, that amount would be half, or about $6.

The Impact of Extended School Year "Look-back™ on TRS 1 Pension for a Typical 2001
Retiree

Conventional School Extended School Difference in

Year Year Pension Amount
Retirement Date 7/1/01 8/1/01
AFC $53,426 $53,201 $225 in AFC

Benefit amount for
15 years of service

$16,028 ($1,336 pet
month)

$15,961 ($1,330 pef
month)

$67 ($5.60 per
month)

Annual pension for
30 years of service

$32,055 ($2,671 pef
month)

$31,921 ($2,660 pef
month)

$134 ($11.20 per
month)

Summary of Bill:  TRS 1 members in extended school year programs may have either two
consecutive fiscal years or two consecutive extended school years, as defined by their school
districts, used in the calculation of their average final compensation.

Appropriation: None.

Fiscal Note: Available.

Effective Date: Ninety days after adjournment of session in which bill is passed.
Testimony For: None.

Testimony Against: None.

Testified: No one.
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