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SUBJECT: A MOTION approving the report of the Benefits division of the Department of Executive Services regarding the education program for county employees about the Public Employees' Retirement System Plan 3 retirement option; responding to a 2002 budget proviso.

SUMMARY: The proposed motion would recognize that the executive has complied with a budget proviso directing the expenditure of $122,000, releasing the funds for expenditure.  

For reference the proviso is quoted below:

“$122,000 shall be expended only for educating county employees about the PERS III retirement option after the council reviews and approves by motion a report containing a budget, schedule and justification for the expenditure of the funds for this purpose.  The report must also contain an analysis of whether the state of Washington can conduct this training rather than the county.  The report must be filed with the council clerk.  The original and 15 copies must be delivered to the clerk, who will retain the original and will forward copies to each councilmember and to the lead staff of the budget and fiscal management committee.”

This motion is a dual referral with the Labor, Operations and Technology Committee.  At its May 14, 2002 meeting the Labor, Operations and Technology Committee approved this motion with four ayes, no nos and one excused.  The Budget and Fiscal Management Committee reported it out with a do pass recommendation on July 10, 2002.
A key issue promulgating inclusion of the provision in the 2002 Adopted Budget was the recognition that the State Department of Retirement Systems would be providing educational materials and seminars to all members of the PERS plan II regarding their choice to move to Plan III and therefore, why would a separate effort on the King County’s part be necessary.  
The Executive’s report submitted in response to the proviso does address the requirements of the proviso.  However, given the delay in the Council’s receipt of the report and attendant legislation, the program was effectively implemented prior to the Council’s approval of the report by motion.  In effect, the Council’s oversight role was nullified.  If the Council chooses not to approve this motion, the restriction of $122,000 of benefits funds would remain in place.  The impact would be to limit the staff resources available in the benefits unit to move forward with the completion of the five benefits contracts that are to be revised for 2003 (medical; dental; pharmacy; accidental death and life insurance).   
BACKGROUND
In March of this year, Governor Locke signed into law Engrossed Substitute Senate Bill (ESSB) 6530 revising the Public Employees Retirement System (PERS) by adding a new plan known as PERS Plan 3.  As a result, all PERS 2 members will need to make decisions about whether to remain in PERS 2 or elect to transfer to PERS 3.  In addition, the Department of Retirement System (DRS) has imposed significantly more stringent enrollment and reporting standards for all DRS pension plans.  PERS 2 members will have an opportunity to transfer into Plan 3 with an additional transfer payment to their defined contribution account from September 1, 2002 to May 30, 2002.  After that transfer window closes, PERS 2 members may choose to transfer at a later date but will not receive an additional transfer payment.  

In order to assist employees in making their decision, and to prepare the County to meet the reporting requirements, the Executive’s 2002 budget request included $136,602 for the PERS 3 Implementation Project.  This project has four elements:

1. Design and install a new retirement reporting system compliant with new DRS technical specifications.

2. Review and revise our internal business processes for determining PERS eligibility; conducting PERS enrollment; monitoring PERS-eligible work hours and time reporting codes; preparing and sending service credit information and contributions; processing terminations and retirements; and rehiring and reporting retirees.

3. Train county administrative staff in the new retirement reporting system and revised business processes; and facilitate distribution of PERS 3 education materials to employees.

4. Communicate PERS 3 Implementation Project activities and results to project stakeholders and county managers and employees.
The issue identified by the Council with respect to the PERS 3 implementation project has been Task 4 and whether employee education efforts would be duplicative of state efforts.
ISSUES: 
King County Coordination with State Department of Retirement Services’ Education Effort –

Benefits unit staff have been in frequent communication with DRS about the PERS 3 implementation and education needs.  It was not until late spring 2002, that DRS clarified their plan for providing PERS 3 transfer classes as well as the basic investment classes to local government employees beginning in September 2002.  Benefits staff have been working with the DRS to schedule nearly 440 classes at local worksites for King County and other local government employees. 
In addition to the DRS provided classes, King County benefits staff have already provided a series of informational seminars to King County employees to better familiarize them with the PERS system overall and the pending choices.  Classes will be offered April through August. 
Timeliness of response – While it appears that the department has met the primary concern of the Council regarding duplication of efforts, the response is not timely.  The response was prepared by the Benefits division in January but did not reach the Clerk’s office until April 3rd.  Approximately 80 percent of the project budget has been spent.  The project was in fact started in the last quarter of 2001.  While there was no due date in the proviso, the Council reasonably expected a quick response anticipating that the executive would not want to interrupt the project.  Instead, the project continued to move forward without Council review.  
REASONABLENESS:

The delay in receipt of the proviso response while the program was implemented has negated the Council’s oversight role as to the need for this expenditure.  The report required by the proviso was to identify why County’s standalone education program would compliment the effort of the state.  Though delayed, the report does demonstrate the need for an education effort in addition to that provided by the state.  Accordingly, release of the funds retroactively, via approval of the motion, is a reasonable course of action for the Council.  
However, the delay in transmitting the report and continued spending without Council approval is troubling given the clear statement of legislative intent.   If the Council chose not to approve the motion in light of the delayed transmittal, the effect would likely be to reduce the benefits staff resources available to complete the contract negotiations and implementation work necessary for the new 2003 benefits contracts as the funds for the PERS 3 education program are close to fully expended.  
INVITED:

Kerry Schaefer, Unit Manager, Benefits Division, Department of Executive Services
Maura Brueger, Legislative Liaison, Executive Office

Paul Tanaka, County Administrative Officer, Department of Executive Services
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