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 Plans 2 & 3
◦ Plan funding

◦ Benefit calculations

◦ Retirement eligibility

 DCP
◦ Why DCP?

◦ Investment overview

◦ Withdrawal options

Agenda



Defined benefit 

How does plan 2 work?

• Employee and Employer 

contributions
— Managed by WSIB

• Monthly Benefit based on 
– Service Credit Years

– Average Final Compensation

• Guaranteed - Lifetime
– Eligibility requirements

• Access at retirement



• Member contributions

• Investment Program

• Income based on 
– Member contributions

– Investment performance

– Distribution choices

• Access at separation

• Employer contributions

• Monthly Benefit based on 
– Service Credit Years

– Average Final Compensation

• Guaranteed - Lifetime
– Eligibility requirements

• Access at retirement

Defined benefit Defined contribution

Hybrid Plan
One Plan, Two Parts

How does plan 3 work?
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Monthly Lifetime Benefit

How much could I get?



Earning Service Credit (SCY)

Monthly rate based on hours paid

One Full Service Credit max per month

.50 SC

70-89 hours

1 SC

90+ hours

.25 SC

1-69 hours

Effective September 1, 1991

PERS



Highest Paid 60 Consecutive Months

$240,000 gross income ÷ 60 = $4,000

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

AFC

Average Final Compensation (AFC)



2%

or

1%

Service

Credit

Years

(SCY)

Average Final 

Compensation

(AFC)

Monthly Lifetime Benefit

2% 25 SCY $4,000 AFC

$2,000 Lifetime Benefit

Plan 3 defined benefit

1%

$1,000 Lifetime Benefit

How much could I get?

Cost-of-Living Adjustment (COLA)



• Issued July 1 of every year

• Must have been retired for 12 months to 
receive first COLA

• Maximum increase of 3% based upon CPI 
of Seattle

• Banking

Year 2008 2009 2010 2011 2012 2013 2014

CPI 4.48% 0.44% 0.78% 3.17% 2.54% 1.22% 1.93%

2015

0.91%

Cost of Living Adjustment



When can I retire?

Age 65 ____ SC Years
Full Benefit

Age 55 ____ SC Years
Reduced Benefit

Age 62* ____ SC Years
Smaller reductions

*Full Benefit using 2008 ERF’s if hired before 4/30/13

5

20

30



When can I retire?

Age 65 ____ SC Years
Full Benefit

Age 55 ____ SC Years
Reduced Benefit

Age 62* ____ SC Years
Smaller Reductions

*Full Benefit using 2008 ERF’s if hired before 4/30/13

10

10

30

5
x



Retirement 
Age

10/20 -
29 SCY

30+ SCY

3% ERF 2008 ERF 5% ERF*

55 0.386 0.70 0.80 0.50

58 0.507 0.79 0.89 0.65

60 0.611 0.85 0.95 0.75

62 0.741 0.91 1.00 0.85

64 0.903 0.97 1.00 0.95

Early Retirement Factors

*If established membership on or after May 1, 2013



WSIB
Investment Program

Self-Directed
Investment Program

OR

Build & Monitor
your own portfolio 

One-Step Investing 
Retirement Strategy Funds 

TAP Fund
Total Allocation Portfolio

Member Contributions

Defined Contribution



• Original default investment

• Intended for long-term investors

• Valued monthly TAP Fund

WSIB
Investment Program

Plan 3 Investment Programs



Self-Directed

Investment Program

Build & Monitor
your own portfolio 

One Step Investing 
Retirement Strategy Funds 

Plan 3 Investment Programs



Build & Monitor
Your own portfolio Less potential

risk / return

More potential
risk / return

• Short-term Investment Fund

• Washington State Bond Fund

• Socially Responsible Fund

• U.S. Large Cap Equity Index Fund

• Global Equity Index Fund

• U.S. Small Cap Value Equity Index Fund

• Emerging Market Equity Index Fund

Pick your investments
Self-

Directed



One-step investing
Retirement Strategy Funds 

Maturity  2005  2010  2015  2020  2025

2030  2035  2040  2045  2050  2055  2060

Diversification in a single option

Up to 10 separate stock & bond funds

Professionally managed & rebalanced

Pick your investments
Self-

Directed



Automatic Glidepath

*Equities include stocks and Global Real Estate Investment Trusts (REITs)



www.drs.wa.gov



Investment Programs



Contributions
Investment 

Returns

Account Balance

$200 per 

month

7% Average 

Rate of 

Return

$157,500 

Account balance at 65

Tap Fund Annuity -

$1,022/month

The above example is for illustrative purposes only and does not reflect an actual account.   
The performance in your account may be higher or lower.

Lump 
Sum

Direct 
Rollover

Scheduled 
Payments

Annuity

Plan 3 Defined Contribution

How Much Could I Get?



WSIB – TAP Annuity Self-Directed

• Minimum - $5,000

• Optional COLA

• Survivor options

• Term certain option

• Issued by Private 

Insurance Company

• Minimum - $25,000

• Automatic 3% COLA

• Survivor options 

• Balance refund

• Issued by Washington State

Annuity Options



Withdraw contributions
• Lose Service Credit

➢ Forfeit benefit
• May restore

Leave contributions
• Retain Service Credit
• Defer Benefit

Separate From Service
Plan 2



Defined Benefit Source
• Defer benefit

➢ Benefit indexing 
with 20 SCY

Defined contribution source
• Access upon separation*
• Must begin distributions by 

age 70.5

Separate From Service
Plan 3: One plan, two sources

*May be subject to Early Withdrawal Penalty if under 59 ½



www.drs.wa.gov



www.drs.wa.gov

10/18/1974

360-123-4567

Defined Benefit

Estimator

FOR ILLUSTRATIVE PURPOSES ONLY 

PERS



The above example is for illustrative purposes only and does not reflect an actual account. 

Benefit Estimator – results



Option 1

Benefit Option Selection

Option 2

Option 3

Option 4

$773

$436

$557.36

Retiree Beneficiaries

$1,000 No Continuing Payment

$773

Survivor

$872

$836

100%

50%

66.67%
Kate (member): 65 years of age
Chris: 61 years of age
AFC: $4,000
Service Credit: 25 years



Can I Change My Option?

Change Beneficiary

Marriage after Retirement

Pop-up Provision
– If Non-Spouse

– If Survivor predeceases member

Cannot name someone else

Option 1 Option 2, 3, or 4



Plan Now

Save Now

Request PSC 
Bill

Pay Within 
90 Days

5 years (60 service credit months) max

Available to members of all plans
(Dual members can buy 5 years in each system/plan)

Purchase Service Credit



www.drs.wa.gov
FOR ILLUSTRATIVE PURPOSES ONLY 

10/18/1974

360-123-4567

Purchase Service

PERS



www.drs.wa.gov

Defined Contribution

PERS

FOR ILLUSTRATIVE PURPOSES ONLY 



Account Overview

FOR ILLUSTRATIVE PURPOSES ONLY 



Transfer Funds

FOR ILLUSTRATIVE PURPOSES ONLY 



TAP Estimator

FOR ILLUSTRATIVE PURPOSES ONLY 



TAP Annuity Estimator

FOR ILLUSTRATIVE PURPOSES ONLY 



Personal
Savings

Social 
Security

State 
Retirement

DCP

What are my sources of income?

Agenda



457(b)  Retirement savings program
– Voluntary

– Supplemental

Discover the smart, easy way to save.

What is DCP?

Attention educational employees
can contribute to 403(b) and DCP!



• Tax-deferred savings

• Low administrative & investment fees
✓No sales commissions
✓No transaction fees

• No early withdrawal penalty!

• Rollovers accepted

• You decide how much

Why DCP?



Regular Deferral

• Annual limit - $18,000

• $1,500/month

50+ Catch-up

• Annual limit - $24,000

• $2,000/month

3-Year Catch-up

• Annual limit – up to $36,000

• Based on prior-years underutilized $$

2017 Deferral Maximums



One-step Investing

Thirteen professionally 
managed funds

• Automatic diversify
• Automatic adjust
• Automatic rebalance

Build & Monitor

Seven separate 
investment options

• You diversify
• You adjust
• You rebalance

Investment Approaches



• Savings Pool

• Washington State Bond Fund 

• Socially Responsible Balanced Fund

• U.S. Large Cap Equity Index Fund

• Global Equity Index Fund

• U.S. Small Cap Value Equity Index Fund

• Emerging Market Equity Index Fund

Build & Monitor

Seven separate 
investment options

• You diversify
• You adjust
• You rebalance

Investment Approaches



Retirement Strategy Funds

2060 2030

2055 2025

2050 2020

2045 2015

2040 2010

2035 2005

Maturity Fund

One-Step Investing

Thirteen professionally 
managed funds

• Automatically diversifies
• Automatically adjusts
• Automatically rebalances

Investment Approaches



Investment Approaches

www.drs.wa.gov/dcp



Separate from Employment
Retire

OR

*It’s an IRS requirement!

When Can I access?



Distribution Options

• Option 1: Leave the money in the account

• Option 2: Lump sum or partial lump sum

• Option 3: Direct rollover

• Option 4: Scheduled payments

• Option 5: Purchase service credit or annuity

Discover the smart, easy way to save.



• Complete an enrollment form

Get Started



www.drs.wa.gov



www.drs.wa.gov



www.drs.wa.gov



Please consider the investment objectives, risks, fees and expenses 
carefully before investing. Additional disclosure documents can be 
obtained from plan website. Read them carefully before investing.

• Investment options are offered by the Washington State 
Department of Retirement Systems through GWFS Equities, 
Inc., Member FINRA/SIPC.

• GWFS Equities, Inc., Member FINRA/SIPC, is a wholly owned 
subsidiary of Great-West Life & Annuity Insurance Company. 

• The Plan 3 Total Allocation Portfolio Annuity payments are 
guaranteed by the State of Washington.

• Separate accounts are not registered investment products but 
separate accounts created specifically for the Plan.  Separate 
accounts are not required to file a prospectus or registration 
statement with the SEC and accordingly neither is available.  

• A collective fund is not a mutual fund and is exempt from SEC 
registration.  Designed for and exclusively sold to qualified 
retirement plans and their participants, the funds are not 
available to individual retail investors.

• This material has been prepared for informational and 
educational purposes only. It is not intended to provide, and 
should not be relied upon for, investment, accounting, legal or 
tax advice. Please consult your tax advisor or attorney for such 
guidance. 

• The charts, graphs and screen prints in this presentation are for 
ILLUSTRATIVE PURPOSES ONLY.

• Investments in funds involve risk, including possible loss of the 
principal amount invested.  Returns and share prices will 
fluctuate, and redemption value may be more or less than 
original cost.

• A bond fund's yield, share price and total return change daily 
and are based on changes in interest rates, market conditions, 
economic and political news, and the quality and maturity of its 
investments. In general, bond prices fall when interest rates rise 
and vice versa.

• Equity securities of small and mid-sized companies may be more 
volatile than securities of larger, more established companies.

• Foreign investments involve special risks, including currency 
fluctuations, taxation differences and political developments.

• Equity securities of companies located in emerging markets 
involve greater risks than investing in more established markets, 
including currency fluctuations, political developments and share 
illiquidity.

• Asset allocation investment options are subject to the risks of 
the underlying funds, which can be a mix of stocks/stock funds 
and bonds/bond funds. For more information, see the disclosure 
documents.

• You are encouraged to discuss rolling money from one account 
to another with your financial advisor/planner, considering any 
potential fees and/or limitation of investment options. 
Withdrawals may be subject to ordinary income tax. The 10% 
federal early withdrawal penalty does not apply to 457 plan 
withdrawals except for withdrawals attributable to rollovers from 
another type of plan or account.  Money  from other types of 
plans or accounts that are rolled over into a governmental 457 
plan may still be subject to the 10% federal early withdrawal 
penalty prior to age 59 ½ upon distribution from the 457 
account.

• Dollar cost averaging, asset allocation and/or diversification do 
not ensure a profit and do not protect against loss in declining 
markets. 



Questions?


