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MFP COMMITTEE #1
April 21, 2008 '

Please retain this packet for upcoming Committee and Council worksessions.

MEMORANDUM
April 17,2008
TO: Management and Fiscal Policy Committee
FROM: Stephen B. Farber, Council Staff Directorcg'g_p

SUBJECT: Compensation and Benefits for All Agencies

This worksession on compensation and benefits for all agenciesin the FY09 operating
budget is to review issues in five separate areas: (1) recommended pay changes in the region and
the County, (2) retirement, (3) County Government compensation-related Non-Departmental
Accounts (NDAS), (4) group insurance, and (5) other compensation issues.

This packet contains extensive information on compensation issues. The appendix to this
packet contains additional background information, including the Personnel Management
Reviews and related data prepared by the agencies.’

Budget and human resources staff from all agencies have provided valuable assistance
once again this year and will be present to answer the Committee’s questions. Representatives of
employee organizations and others concerned with compensation issues will also be present.

At this worksession the Committee will review the full range of compensation issues.
On May 9 the Cominittee will meet to make recommendations to the Council.

BUDGET CONTEXT AND COMPENSATION OVERVIEW

Although the County’s economy remains much more vibrant than the national economy,
it too has clearly slowed. While the unemployment rate remains very low at 2.7 percent, job
growth is anemic. Existing home sales in FY08 are projected to fall 33.8 percent to the lowest
level in nine yeafé. County revenues can no longer sustain the spending base, which is up more
than 80 percent in the last decade. Direct State operating aid is no longer growing rapidly; for
FYQ9 it is actually down 0.4 percent from the FY08 level, $527.7 million. Even with Council
approval of a $33.2 million savings plan in FY08, the Executive has proposed both service
reductions and a large property tax increase in FY09.

' To see the appendix, go to www.monteomerycountymd.gov/council, click on Agendas, Packets, and Actions, and
select April 21, 2008, MFP Committec, Compensation and Benefits (Data).




The Executive’s recommended FY09 tax supported operating budget is $3.7701
billion, up 3.2 percent ($117.4 mllhon) from the Council-approved FY08 budget. Apples-
to-apples, the increase is 4.2 percent.!

- Employee salaries and benefits are always a key building block of the budget. Once
again this year they account overall for 80 percent of the budget. For example, of the $126.2
million increase requested by the Board of Education, $112.7 million (89.3 percent) is for
salaries and benefits. For details, see the tables on ©1-15, prepared by Legislative Analyst
Chuck Sherer, on agency requests for the FY09 tax supported budg,et.2

Total workyears for all agencies, listed in Schedule D-2 of the Executive’s
recommended budget, are up 1.5 percent to 34,098.5. In recent years workforce growth, like
budget growth, has been explosive. County Government added 1,300 jobs (a 15 percent
increase) over the last five years and 2,200 (a 28 percent increase) over the last 10 years, while
population in those periods rose only 4 percent and 15 percent. MCPS added 5,000 jobs in the
last 10 years (a 30 percent increase) while enrollment rose 7 percent. Ali these increases were for
purposes deemed important at the time.

Meanwhile, the current three-year negotiated agreements with the six County and MCPS
unions all provide compounded salary increases in the 26-29 percent range for the two-thirds of
employees who are eligible for annual service increments, as well as enhancements to already
excellent benefits. The FY09 General Wage Adjustments — GWAs, also called COLAs — are
5.0 percent for MCPS employees, 4.5 percent for MCGEQ, 4.0 percent for the FOP (after 7.5
percent last year), and a total of 4.0 percent for the IAFF — all plus 3.5 percent (or similar)
service increments for those not at maximum salary. For the College and M-NCPPC, where
decisions are not final, see the table on page 8. Additional pay increases are based on
longevity, specialized work, performance (for non-represented employees), and promotions. For
example, the MCGEO contract calls for a 10 percent pay increase upon promotion.

Councilmember Trachtenberg has requested information on agency compensation costs
over time. One measure of these costs is the cumulative fiscal impact of the current or pending
three-year negotiated agreements with the six County and MCPS unions, starting with the base
year. See the fiscal impact statements on ©37-39 and ©111-113. The cumulative fiscal impacts
are $117.9 million for MCGEO, $45.4 million for the FOP, $37.2 million for the IAFF, $61.9
million for non-represented employees in County Government, and $577.7 million for MCPS.

The total of these amounts, $840.1 million, does not include higher ongoing costs for
health benefits for active and retired employees, nor does it include the $1.2 billion cost of the
proposed eight-year pre-funding schedule for future retiree health benefits.

! This is because the recommended budget shifts $32.6 million in State social services funding (HB669) from the tax
supported budget to the Grant Fund. Similarly, the apples-to-apples recommended increase for County Government
is 4.2 percent rather than the nominal 1.6 percent. The total recommended budget, including grants and enterprise
funds, is up 3.9 percent ($161.8 million) to $4.3243 billion.

2 The shift described in footnote 1 makes the overall numbers in these tables, and the numbers for County
Government in particular, appear smaller than they would on an apples-to-apples basis.
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Retirement Benefits

The MCGEO reopener also calls for an increase of 2 percent of salary (from 6 to 8
percent) in the County contribution to the Retirement Savings Plan, which covers more
than 4,000 employees. For most such employees, this 2 percent, plus the 4.5 percent GWA
and the 3.5 percent service increment, amounts to a 10 percent increase in FY09. The new
IAFF contract “caps” employees’ overtime pay at 100 percent of their salary and allows
waivers to exceed that amount.

Another provision in the MCGEOQ reopener would give members of the Retirement
Savings Plan and new employees a one-time option, starting in July 2009, to transfer to a new
Guaranteed Retirement Income Plan (GRIP). This cash balance plan would provide a
guaranteed annual return of 7.25 percent.] This wouild be a new liability for the County; in the
RSP, employees’ returns depend on their own investment choices.

The GRIP may be a good option for some employees to have, but it raises the potential
exposure of the County’s pension fund, whose unfunded liability is now $631 million. The fiscal
impact statement projects that the GRIP will actually save the County money because the fund’s
assumed annual actuarial return, 8.0 percent, is more than 7.25 percent. This saving would occur
only if the fund actually achieves this return. If it doesn’t, the County’s unfunded liability will
increase. : :

Two other examples from Fire and Rescue (MCFRS) illustrate the impact of compensation
costs. As the Office of Legislative Oversight noted in phase I of its base budget review (February
2007), between FY02 and FY07 the MCFRS workforce grew by 17 percent (171 positions) while
compensation costs grew by 83 percent ($70.1 million). As the Fiscal Plan excerpt on ©16
shows, the projected cost of four-person staffing, compared to FY09, rises from $3.8 million in
FY10 to $19.2 million in FY14, not including the higher salary and benefit costs associated with
the new contract starting in FY09. :

Retiree health benefits are another example, Last year the Council agreed to a five-
year phase-in of the annual required contribution (ARC) to pay future benefits. For the four
agencies combined, the ARC was calculated at $240 million, nearly $190 million more than the
pay-as-you-go amount for current retirees. The FY08 phase-in amount, $31.9 million, was
scheduled to rise to $70.7 million in FY09. This year the ARC has been recalculated at $250
million. The Executive proposed an eight-year phase-in, saving $15.6 million in FY09. Under
this schedule the $55.1 million contribution in FY09 will rise sharply in future years, from $92.2
million in FY 10 to $269.0 million in FY15. The FY09-15 total is $1.2 billion. See ©17.

In recent negotiations with the three County unions, there was agreement on achieving
savings in prescription drug costs, partly through greater use of mail order and generic drugs.
But on the issue of considering modest revisions to retiree health benefits for future employees
(not current or retired employees), the agreement was to study the issue until September 1, 2009,
when negotiations will start for the new contracts to be bargained in the election year of 201 0.

! The County Attorney and Council attorneys are reviewing questions about the legally permissible return level.
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These are the costs that drive the County budget and rachet up the spending base.
They are affordable when times are good and revenue growth is strong. But in downturns — in
the early 1990s, the early part of this decade, and again now — they require large tax increases.'
The time will come when such increases reach a tipping point.

The County is an outstanding employer, and its compensation policies rightly promote
efforts to recruit and retain employees in a competitive marketplace. OHR’s annual surveys show
clearly that for almost all job categories, County agencies’ salaries and benefits compare
favorably with those in other jurisdictions and the private sector. Our permanent employees also
have something that many others in this economy do not have: virtual job security.

Given the way the collective bargaining process now functions in County agencies,
their costs for improved salaries and benefits will probably continue to rise strongly. But
for future budgets to be sustainable, all stakeholders - unions, managers, and the
community alike — will have to join in focusing more systematically on slowing workforce
growth and improving productivity.

One step in this direction could be for the Council to require all agencies to transmit, by
September 1 each year (or in conjunction with their budget transmittals), a workforce right-
sizing plan for the coming fiscal year. Such plans would focus on normal annual turnover of
positions — for example, about 600 in County Government and 1,700 at MCPS — and more
effective use of technology. Layoffs are not only undesirable but unnecessary.

The Executive’s proposed Retirement Incentive Program, which is projected to save $5
million in FY09, is a very modest step. It assumes the abolishment of just 54 positions in County
Government; see the fiscal impact statement on ©18-21. Overall the Executive proposes to
abolish 225 positions. Executive staff estimate that only 60 of these positions would be subject to
the County’s reduction-in-force procedures. Based on the County’s experience in the early 1990s,
every employee who secks an alternative County Government placement will be offered one.

1. RECOMMENDED PAY CHANGES IN THE REGION AND THE COUNTY

This year’s edition of our annual survey of pay changes in the region, compiled by
Legislative Analyst Amanda Mihill, is attached on ©77-110. The FY(09 data at this point reflect
the recommendations of county executives or managers, not the final actions of goveming
boards, and in some cases are not yet available because of ongoing negotiations or other factors.

This survey indicates that in most area jurisdictions, especially those in Virginia, the
recommended General Wage Adjustments (GWAs) — apart from normal steps or service
increments — are very low (in some cases, zero) to moderate. :

' Balancing the FY04 budget involved not only service reductions, deferral of new initiatives, large tax increases,
and lower reserves but aiso a four-month delay in negotiated pay increases. Then during FY04, department and
agency budgets had to be cut further by up to 3 percent in two mid-year savings plans. During the recession of the
early 1990s most County employees received no general wage adjustment for three straight years (FY92-94).
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The summary of FY(9 pay increase requests for County agencies is on page 8. The

'recommended GWAS are once again generally on the high side for the region. Important pomts

in the data compiled by Ms. Mihill include the following:

1. Arlington County Government, like most Virginia jurisdictions, faces a constrained
budget because residential property tax assessments are down once again and there is no local
income tax. The recommended GWA for all employees is zero. The county manager has also
called for restructuring “unsustainable” retiree health benefits. Arlington County Public
Schools is considering a 2.2 percent GWA plus a 0.6 percent increase in the 403(b) plan match.

2. Fairfax County Government is considering an average 2.3 percent increase for
employees in its performance-based pay system and larger increases for public.safety employees.
Fairfax County Pubic Schools is considering a 3.0 percent GWA.

3. Frederick County Government is considering performance-based lump sum awards
and no GWA, while the GWA for the Public Schools is not yet determined. Howard County
Government, which benefits from a 2.4 percent unemployment rate despite weakness in housing
and financial services, is considering GWAs of 3.0 percent for Service/Labor/Trades, 5.0 for
Police, and 6.0 for Fire, along with 5.0 percent for the Public Schools.

4. The State budget projects a 2.0 percent GWA. State salary increases have consistently
lagged. The GWA was 2.0 percent in FY08, 2.0 for most employees in FY07 (with limited
enhancements for some), 1.5 percent in FY06, and a flat dollar increase of $752 in FY05, plus
increments. In FY03-04 State employees received neither GWAs nor increments. In FY04 they
also lost the State’s deferred compensation match of up to $500 and were required to pay more
for prescription drugs.

5. The President’s FY09 federal budget again recommends a weighted average 1.5
percent increment. The recommended GWA, not including locality pay, is 2.9 percent, but
Congress may raise this figure once again. The percentage increases in January 2000-2008 were
4.94,3.81,4.77,4.27, 442, 3.71, 3.44, 2.64, and 4.49 percent; including the locality adjustment.

These GWASs show a pattern of generally large annual increases. (The step or increment
schedule for federal employees is variable; for County agencies it is annual.) The increases have
occurred even in the difficult years of the early 1990s and the early 2000s, when many local
jurisdictions could not afford increases, and even when the federal budget deficit has been huge.

Important points about County Government pay increases are as follows:

1. The GWA for the MCGEQ Local 1994 units, in the second year of the FY08-10
agreement, is 4.5 percent in July 2008. The 3.5 percent annual service increments, for which 68.5
percent of MCGEQO members are eligible, bring the total pay increase for eligible employees to
8.0 percent. There are additional adjustments for Bus Operators, Correctional Officers, and
Deputy Sheriffs. The longevity increment effective for employees at the top of their pay grade
with 20 years of completed service rose from 2.0 to 3.0 percent in January 2008.



2. The GWA for FOP Lodge 35, in the second year of the FY08-10 agreement, is 4.0
percent in July 2008. Last year’s pay plan adjustment was 7.5 percent. The 3.5 percent service
increments apply to 66.3 percent of FOP members. These increases apply as well to uniformed
Police management. '

\

3. The first year of the FY09-11 agreement with IAFF Local 1664 calls for a 2.0 percent
GWA in July 2008 and 2.0 percent more in January 2009. This increase, along with 3.5 percent
service increments, for which 55.0 percent of employees are eligible, also applies to Fire and
Rescue uniformed managers. The GWA in FY10 is 4.0 percent. The pay plan adjustment in

"FY11 is 7.0 percent. '

4. Non-represented employees are scheduled to receive the same GWA and service
increments as those in MCGEQ. This has been the historical pattern, but in FY04-05 the
Executive declined to extend key improvements to non-represented employees. Non-represented
employees are also eligible for two kinds of performance-based pay: annual lump-sum awards
(1.0 or 2.0 percent of salary) for those rated “highly successful” or “exceptional,” and longevity
increases (2.0 percent addition to base salary) for employees who have at least 20 years of
service, are at the top of their pay grade, and are rated “highly successful” or “exceptional.”
Employees in the Management Leadership Service receive performance-based increases instead
of annual service increments.

5. Data from OHR’s Personnel Management Review show that in FY97-00, total pay
increases for County Government employees (not including the police and fire bargaining units)
not at maximum salary were 18.2 percent more than the CPI increase and 9.2 percent more than
private sector increases. In FY01-04 these differentials were 18.8 percent and 12.8 percent. In
FY05-08 they were 14.4 percent and 14.8 percent. Comparisons for employees at maximum
salary and for earlier periods show significantly different results. See ©A30-33 in the Appendix
to this packet (MFP#2).

6. Productivity improvement has not kept pace with these large salary increases. The chart
on ©42 shows that County Government tax supported workyears per 1,000 population,
which had declined steadily from FY92 to FY98, started to rise in FY99. Thus, despite the
County’s heavy investments in technology, total tax supported workyears per 1,000 population
were 10.0 percent higher in FY02 than in FY98. In the leaner budgets of FY03-04 this measure
declined slightly. But in FYO05 it started to rise again, and for the FY(9 recommended budget it
is 15,7 percent above the FY98 level.

7. Other interesting OHR data compare maximum and minimum salaries of certain
County agency employees with those in the metropolitan area and selected local jurisdictions.
Sce ©A36-40. For most job classes these comparisons are favorable to County agency
employees, especially to County Government employees.

8. The table on ©A35 shows that minimum and maximum County Government salaries
for middle management professional positions are mostly below those of comparable federal
government positions. The minimum salaries for County Government are lower because our



range is broader than the federal range. Also, our annual 3.5 percent service increments make
progress through the range faster. The maximum salaries for County Government are themselves
substantial and compare favorably with those elsewhere in the region.

9. The table on ©A41 shows that again last year the average Counfy Government total
pay increase (6.5 percent) substantially exceeded the average increases cited in four regional or
national surveys by professional firms. The table projects a similar differential for 2008.

~ Agency Pay Increase Requests

The agency requests for FY09 increments and GWAs listed on page 8 reflect in part
the provisions of new or existing contracts. Agreement on increases for some employees of
the College and M-NCPPC has not yet been reached. At its nmext worksession the
Committee will consider whether to support the required funding for these agency
requests. The Committee will also consider whether to support the proposed FY08 County
Government salary schedules listed on ©29-36.

These schedules are (in order) for non-represented employees, the Management
Leadership Service, seasonal employees, Medical Doctors, the MCGEOQ OPT and SLT
units, Sheriff Management, Deputy Sheriffs, the IAFF, Fire and Rescue Management,
Police Management, the FOP, Umformed Correctional Management, and Uniformed
Correctional Officers.



SUMMARY OF FY09 AGENCY PAY INCREASE REQUESTS
Increments and General Wage Adjustments (% Increase)

Agency Increments General Wage
For Eligible Employees Adjustments

County Government .

MCGEQ units 3.5 4.5'

FOP 3.5 4.0 _

IAFF 3.5 2.0+2.0°

Non-represented 3.5 4.5°
M-NCPPC - .

MCGEOQ units 3.5 3.25

Non-represented 3.5 TBD'

FOP 3.5 TBD’
Montgomery College

Faculty $2.242° 5.5

Administration TBD TBD

Staff (non-bargaining) TBD TBD

Staff (AFSCME) 5.0 . 3.0
MCPS .

MCEA 1.5-3.9 5.0

MCAASP 3.0 5.0

SEIU Local 500 1.9-5.5 5.0
WSSC 3.07 3.5

For spgcific details, see the tables on ©77-110 of this packet.

' Additional adjustments for Bus Operators, Correctional Officers, and Deputy Sheriffs, plus longevity increases

? 2.0 percent in 7/08 and 2.0 percent more in 1/09

3 Plus performance-based longevity increases and lump-sum awards

* The Commission will decide in June. The current planning assumption is 3.25 percent.

$ Tentative agreement on a new three-year contract has been reached. F ormai approval is pending.

® Lump sum payment

7 For non-represented employees, a new Performance Management System will tie increases to performance
appraisals. For represented employees, the contract with AFSCME is being negotiated.
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II. RETIREMENT ISSUES
Important points on the County Government retirement program are as follows:

1. The FY09 budget on ©28 for the County Government’s defined benefit plan, the
Employees’ Retirement System, projects $110.0 million as the County contribution. This is a
decrease of $3.0 million (2.7 percent) from the FY08 approved amount, thanks to improved
investment returns. The County contribution in FY00 was $44.3 million, less than half as much.

The key factors each year are the return on pension fund assets, any benefit improvements
included in collective bargaining agreements, any change in actuarial assumptions, and actual
plan experience versus projections. Recent years have seen continuous increases, sometimes
large: $2.4 million (2.2 percent) in FY08, $3.1 million (2.8 percent) in FY07, $8.3 million (10.7
percent) in FY06, $15.5 million (25.1 percent) in FY05, $9.5 million (17.1 percent) in FY04, and
$16.4 million (41.8 percent) in FY03. In earlier years there were much smaller changes, with the
FY02 amount down and the FY01 amount up.

2. During the 1990s the return on County pension fund assets was well above the plan’s
8.0 percent annual actuarial return assumption, but that changed with the sharp market decline of
2000-2002. The County’s actuarial consultant applies five-year smoothing to the fund’s returns
to even out gains and losses. The large gains of the mid and late 1990s reduced the required
County. contribution to the fund, but the early years of this decade were quite different.

The FY09 contribution rates are shown on ©27. This table is worth close attention.
While the rates are down from FY08, they remain at high levels as percentage of salary, ranging
from 21.3 percent for the non-public safety mandatory integrated plan to 32.5 percent for the
mandatory integrated public safety plans and 80.2 percent for the optional non-integrated public
safety plans.

The market rebound ‘of the past four years, combined with the superior relative
investment performance of the ERS, may help improve this picture in the future, but the current
year — with the first quarter of 2008 showing the worst stock market returns in nearly five years —
will hurt. The ERS has consistently ranked in the top quartile of similar funds, and sometimes
even higher, but poor market conditions still have large impact.

3. The other key factor is negotiated improvements in pension benefits. . In the last
decade, all three unions have secured major improvements, including larger pension multipliers,
lower benefit reductions at integration with social security, and, for the IAFF, 20-year retirement
at 50 percent of average final earnings.

The combined impact of these pension changes and market conditions is large. For
example, MCFRS retirement costs are up from $9.1 million in FY00 to $36.7 million in
FY08. For Police the increase is from $12.7 million to $33.6 million. :

There are additional pension improvements this year. The FOP reopener provides for
an increase in maximum credited service from 30 to 36 years (including sick leave), an



unreduced pension with 25 years of service at any age, and a maximum benefit of 86.4 percent of
final earnings for veteran officers rather than the current 76 percent. The reopener also creates a
permanent Deferred Retirement Option Plan (DROP) that enables employees who are at least
46, and have at least 25 years of credited service, to elect to retire, but continue to work for a
maximum of 3 years. Neither they nor the County make additional pension contributions during
the DROP period. The pension payments they would have received if they had retired are placed
in a DROP account, invested in fund options selected by the Board of Investment Trustees. The
account is paid out upon retirement. The fiscal impact of these changes in FY10 is $803,000,
including $502,000 for the DROP and $291,000 for the higher maximum service credit.

The MCGEQ reopener improves the social security integration multiplier from 1.25
percert to 1.65 percent for deputy sheriffs and corrections officers in the defined benefit plan.
The cost in FY10 is $753,000.

4. The FY07 annual report from the Board of Investment Trustees on the County’s three
retirement plans (see ©43-51) shows on ©49 that as of June 30, 2007 the ERS was 79.5 percent
funded on an actuarial basis, which includes the five-year smoothing of results. (The current
national average for state pension plans is 90 percent.) As the excerpt from Mercer’s 2007
Actuarial Valuation Report shows on ©52, this is down from 98.9 percent in FY00. The current
unfunded liability is $631 million. The benefits improvements described above account for most
of the difference between the ERS’ current funded ratio and the national average.

The investment returns for the past four years, as noted above, should help improve the
funded ratio over time, but the costs of future negotiated agreements will work in the opposite
direction. Raising the funded ratio to at least the national average would require one of two
things: future investment returns that are consistently much higher than historical returns, or a
further sharp increase in the County’s annual contribution to the plan.

5. The picture for the County’s defined contribution plan, the Retirement Savings Plan,
is quite different. The RSP, which includes non-public safety employees hired since October 1,
1994 (plus a small number of public safety employees), now has more than 4,000 members. The
County’s total FY09 contribution is $19.5 million, up $7.2 million (58.5 percent) from FY08.

One reason is increased plan enrollment. The key reason comes from the MCGEO
reopener. It provides for an increase of 2 percent of salary (from 6 to 8 percent) in the
County contribution to the RSP. Another key provision in the reopener, as noted above,
would give RSP members and new employees a one-time option, starting in July 2009, to
transfer to a new Guaranteed Retirement Income Plan (GRIP). See page 2 of this memo."

' The employee contribution to the RSP or the GRIP would also rise, from 3 to 4 percent up 10 the FICA maximum
and from 6 to 8 percent above it. Also, employees would need to have 180 days of employment before becoming
eligible to participate in either the RSP or the GRIP. As noted on page 3 above, the County Attorney and Council
attorneys are reviewing questions about the legally permissible level of the GRIP return.
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6. The three investment-related retirement plan budgets that have been reviewed and
approved by the Board of Investment Trustees are on ©28. The FY09 budgets for the Deferred
Compensation Plan, the Employees’ Retirement System, and the Retirement Savings Plan
include charges from OHR, Finance, and the County Attorney’s Office. The Committee will
review these budgets separately. Mr. Sherer has prepared the packet for this review.

III. COUNTY GOVERNMENT COMPENSATION-RELATED NDAs

The FY(09 recommended budget contains six corﬁpcnsation-related Non-Departmental
Accounts. The first three are hardy perennials that require little comment.

1. Judges’ Retirement Contributions NDA

A description of this NDA is on ©533. The recommended amount for FY09 is $3,740, the
same as for FY(08. .

2. State Positions Supplement NDA

A description of this NDA is on ©55. The recommended amount for FY(9 is $144,950.
The FY08 amount was $119,330. '

-3. State Refiréement Contribution _NDA

A description of this NDA is on ©56. The recommended amount for FY09 is $934,920.
The FY08 amount was $890,580.

4. Group Insurance for Retirees NDA

A description of this NDA is on ©53. The recommended amount for FY09 is
$25,725,330. The FY08 amount was $24,810,190. This account has fluctuated both up and
down over time. The recommended FY09 allocation is discussed further in the section below on
group insurance.

5. Compensation and Employee Benefits Adjustments NDA

A description of this NDA is on ©54. The recommended amount for FY08 is a negative
$1,567,930. The FY0O8 amount was $3,565,090. Each year this NDA captures several separate
personnel-related adjustments. This year’s adjustments, including a comparison with FY08, are

outlined on ©57. The key difference is the projected savings of $5 million from the proposed
Retirement Incentive Plan. See page 4 of this memo.

6. Retiree Health Benefits Trust

A description of this NDA, which has a much improved name compared to last year’s
(“Other Post Employment Benefits™), when it first appeared, is on ©55. The recommended
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amount for FY09, $19,571,930, is for the General Fund. The FY08 amount was $12,067,320.
Other County Government and outside agency contributions are detailed on ©24.

This cost is related to the disclosure standard in GASB Statement No. 45 on Other Post
Employment Benefits, chiefly retiree health benefits. On April 1 the Council approved creation
of a trust for County Government. One year ago the Council approved a five-year schedule to
phase in full funding of these obligations. See ©58-59. This year the Executive proposed an
eight-year schedule instead. See page 3 of this memo. Also see the proposed funding schedule
on ©17 and the Executive’s memo on ©60-63 strongly advising against further extending this
schedule. The Council will need to amend last year’s resolution to modify the funding schedule.

IV. GROUP INSURANCE

During the past several years the Committee has devoted extensive time and effort to
group insurance issues. The Committee has met regulatly with an interagency benefits group
that has provided valuable assistance and taken action in several areas.

Starting in FY03, issues addressed by the Committee and the benefits group include joint
bidding of group insurance contracts to reduce costs, implementation of the joint long-term
care insurance program, providing coverage for out-of-area retirees, and the option to take or
waive coverage year-by-year.

The list of issues addressed also includes implementation of the re-election opportunity
for County Government retiree group insurance and a revised MCPS retiree health insurance
program. In addition, three major Council resolutions resulted from the work of the Committee
and the benefits group: Policy Guidance for Agency Group Insurance Programs (December
2003), Establishing 2 Voluntary Program for Securing Safe, High Quality, Lower-Priced
Prescription Maintenance Drugs for Employees and Retirees of County and Bi-County
Agencies (September 2004), and Establishing a Countywide Prescription Drug Discount
Card Program (October 2004). o

The Committee’s work on GASB OPEB issues started five years ago. The benefits group
members joined with agency finance, budget, and legal staff to form the Multi-Agency OPEB
Work Group, which has worked closely and productively with the Committee.

Group Insurance Costs in FY(09

All agencies continue to address sharply rising group insurance costs. For example,
County Government made major plan design changes for 2005, inciuding a new CareFirst
Standard Option POS, carve-out of prescription drug coverage from the CareFirst and Optimum
Choice plans, and an employee-plus-one option for Choice plan members.

For FY09 there will be prescription drug savings from agreements with the three
bargaining units, also affecting non-represented and retired employees. The County contribution
is fixed to 80 percent of the standard option; employees may buy-up at their own cost. There are
incentives for mail order and generic drugs. High option co-payments remain at $4/8 for
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MCGEOQO and the IAFF I:z)ut rise to $.5/10 for the FOP and for non-represented and retired
employees. :

Total projected FY09 savings from this change are $1,308,530. Of this amount, $471,370
is projected to come from retired employees, who have not yet been briefed on the change. OHR
has scheduled a briefing for MCREA on April 30. We have requested an analysis of the
components of the projected savings.

Over the past decade rate adjustments have ranged from a 5.3 percent decline in 2000 to a
26.0 percent increase in 2002. This year’s overall increase is 4.3 percent, with the usual variation
among plans. Use of fund balance above the 5 percent target helped to mitigate the increase.
Last year’s increase overall increase was 6.0 percent.

Private sector premiums rose on average by 6.1 last year and are projected to rise by 6.7
percent this year. The average cost increase for plans for federal employees was just 1.6 percent
last year and 2.1 percent this year, OPM held down the increases in both years by drawing on
reserves and having employees pay more for some deductibles.

For County Government, the current projection-for the average annual increase in FY09-
14 1s 8.8 percent. The comparable six-year projections one, two, three, and four years ago were
10.7,9.5, 7.3, and 11.0 percent.

The FY(9-14 fiscal projection for the Employee Health Benefits Self Insurance Fund,
which serves as a premium stabilization reserve, is on ©64. The summary of expenditures and
revenues is on ©65. The crosswalk between the appropriation for FY08 ($151,126,430) and
FY09 ($162,276,190) is on ©66.

'One item in the crosswalk is a savings of $40,000 from not printing and mailing the Total
Compensation Statements that OHR prepares for employees. These statements, which are well
regarded by employees, will instead be made available online.

The agencies’ FY09 tax supported costs for group insurance for retired employees are
listed in the tables on ©1-15. The pay-as-you-go amounts total $66.0 million, up 3.3 percent
from FYO0R. The tables show $24.8 million for County Government (up 3.6 percent), $38.4
million for MCPS (up 2.9 percent), $2.5 million for the College (no increase), and $1.4 million
for M-NCPPC (up 16.4 percent). The new OPEB pre-funding costs are separate. See ©24.

The tax supported costs for active employees are also in the individual agency tables.
The total is $276.9 million, up 6.5 percent from FYO08. The tables show $80.7 million for County
Government (up 11.6 percent), $179.6 million for MCPS (up 4.5 percent), $11.2 million for the
College (almost no increase), and $5.4 million for M-NCPPC (up 15.9 percent).

WSSC’s rate-supported costs for group insurance are $9.4 million for active employees
{up 3.5 percent) and $13.6 million for retired employees (up 10.7 percent).
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After budget the Committee can review two issues it has considered in the past. One
issue is high-deductible and consumer-driven plans. Such options are controversial, and the
agencies have not pursued them. But Consumer Check’s guide to federal health plans, which
includes these options, says they are worth a second look. The other issue i1s next steps on
retiree health insurance costs. On November 27, 2007 the Committee discussed options for
limiting liability and suggestions from our actuarial consultant. See ©67-71. Given the huge
fiscal impact of these costs, this issue should return soon to the Committee’s agenda.

V. OTHER COMPENSATION ISSUES
A. Agency Analysis of Personnel Management

Each agency has prepared again this year a report on its workforce containing data that
are comparable (but not necessarily identical) to the information provided in the County
Government’s Personnel Management Review. Material of this kind is a valuable adjunct to the
agency personnel information that comes from budget documents and Council staff data requests.
Agency responses appear in the appendix to this packet, which can be found on the Council’s
web site' and in a limited number of hard copies. Agency staff have worked hard to assemble
these displays of personnel information, and their efforts again deserve recognition.

This year the County Government again prepared a PMR like the ones it first issued in
the 1991-94 period (see ©A1-41). The PMR, prepared by OHR, has consistently provided useful
basic information on the merit system employment profile, turnover, and wage and salary
comparability. In this year’s PMR the information is once again clearly presented and readily
understandable. The comparative information on salaries (see ©A30-41) is especially useful;
some of it is cited in the earlier discussion here of pay changes in the County and the region.
Other useful information includes turnover data on the 584 employees (6.5 percent of the
workforce) who left County Government service in 2007 (see ©A26-28). There are again data
on temporary and seasonal workers (see ©A22-24), who are represented by MCGEO.

M-NCPPC again prepared a detailed Personnel Management Review, which it initiated
in 1995. This PMR (see ©A42-188) covers personnel data affecting both counties and is a
comprehensive and highly informative document. Its clearly presented data and excellent
graphics provide detailed information about the full range of workforce issues and personnel
policies. This year’s edition again provides expanded data by department and for seasonal,
intermittent, temporary, and term employees.

WSSC again prepared a Human Resources Management Review that contains new and
comparative data in a number of areas (see ©A189-220). This report, which WSSC initiated in
1995, includes data on such matters as the diversity of WSSC’s workforce in 2007: 44.5 percent
Caucasian, 46.3 percent African American, 6.1 percent Asian, 2.3 percent Hispanic, and 0.8
percent Native American.

' To see the appendix, go to www.montgemerycountymd.gov/council, click on A_gendas, Packets, and Actions, and
select April 21, 2008, MFP Committee, Compensation and Benefits (Data).
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MCPS again provided a Staff Statistical Profile (see ©A221-307), which contains a wide
range of useful data — for example, salary and turnover data that were helpful in 2006 in the
Council’s review of the Superintendent’s request to improve pensions for MCPS employees.

The College again provided a Personnel Profile (see ©A308-315). This brief report
contains useful graphics and more detailed information on group insurance benefits and
composition of faculty and staff.

After budget the Committee can resume its review of how these documents can be made
even more informative and useable. Last year the Committee reviewed two OLO reports that
. relate to this question: 2007-7, Linking MCPS Workforce Data to Council Decision-Making
(April 2007) and 2007-3, The Presentation of Workforce Information in Budget Documents
{December 2006). Minutes of the Committee’s review-of these reports and related issues on June
25, 2007 are on ©72-73. Mius. Praisner’s July 10, 2007 memo to OMB Director Beach on ©74-
75 raises several follow-up issues. Mr. Sherer’s packet for the Committee meeting on September
17, 2007 shows that OMB has acted on most of these issues.

B. Employee Awafds and Tuition Assistance

In past briefings on compensation, the Committee has examined such programs as County
Government leave awards, M-NCPPC’s employee recognition program, WSSC’s merit pay
system, and performance-based pay. The Committee has also reviewed tuition assistance issues.

The Committee’s review of employee awards and tuition assistance is reflected in the
2001 rewrite of the County Government Personnel Regulations. Section 13 deals in detail with a
range of awards programs, on which OHR reports annually.' Section 14 deals with tuition
assistance, including detailed new criteria. FY08 costs and FY09 requests are as follows:

Employee Awards Tuition Assistance

FY08 FY09 FYO08 FY09
County Government see ©76 TBD $ 651,800 $ 700,880
MCPS none none 2,588,844 3,488,844
Montgomery College $ 70,000 $ 75,000 600,000 675,000
M-NCPPC 174,900* 126,000 38,500* 36,000
WSSC 121,400 121,200 100,000 150,000

*Montgomery County only

""This report does not include performance-based pay awards for employees in the Management Leadership Service
or for non-represented employees. Eight years ago County Government also began the Montgomery's Best honors
awards, which are based on recognition rather than cash awards. The program’s purpose is to “recognize exceptional
efforts by individuals, teams, and organizations to support the County’s guiding principles and programs.”
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C. Additional Compensation Information

1. Annual Leave Cash Out. Under the 2001 Personnel Regulations the Chief
Administrative Officer, subject to budget limitations, may authorize employees to cash out part
of their accrued annual leave in excess of the annual carry-over limit. For FY02-04 the CAO
decided that because of the County’s fiscal situation there would be no annual leave cash out.

For FY05 the CAO authorized a cash-out of 30 percent. The cost was $368,245 for 385
- employees. For FY06 the CAO authorized a cash-out of 50 percent. The cost was $812,731 for
482 employees. For FY07 the CAO again authorized a cash-out of 50 percent. The cost was
$1,092,439 for 630 employees. For FY08, given the fiscal situation, there was no cash-out.

2. Testimony. During the course of the Council’s five public hearings on the FY09
operating budget on April 7-10, a number of speakers addressed compensation issues.
Councilmembers have copies of this testimony and also of all correspondence related to
compensation. '

f\farber\09compensation\imfpworksession 4-2 1-08.doc
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TAX SUPPORTED SALARIES AND BENEFITS BY AGENCY
(FY08 Approved and FY09 Agency Requests)

Total Total
Compensation Agency budget|Compensation
Active Retiree Total without debt as % of
Agency FY Employees Benefits | Compensation service Budget
a)unty Government | FY(8 803,937,500 | 36,877,510 | 840,815,010 | 1,260,592,540 66.7%
FY09 816,801,450 | 45,297,260 | 862,098,710 | 1,281,388,700 67.3%
% Change 1.6% 22.8% 2.5% 1.6%
MCPS FY08 | 1,600,874,790 [ 53,370,767 | 1,654,245,557 | 1,851,742,727 89.3%
FY09 |1,705,188,547 | 70,479,298 | 1,775,667,845 | 1,978,222,425 89.8%
% Change B 6.5% 32.1% 7.3% 6.8%
College FY08 151,858,541 3,106,400 | 154,964,941 196,667,872 78.8%
FY09 166,320,071 3,712,800 [ 170,032,871 | 215,035,603 79.1%
% Change 9.5% -19.5% 9.7% 9.3%
MNCPPC FYO8 75,407,114 2,292,286 77,699,400 | 104,508,900 74.3%
FY09 87,463,387 3,609,963 91,073,350 | 129,743,450 70.2%
% Change 16.0% 57.5% 17.2% 24.1%
TOTAL FYO8 [ 2,632,077,946 [ 95,646,963 | 2,727,724,908 | 3.413,512,039 79.9%
‘ FY09 | 2,775,773,456 | 123,099,321 | 2,898,872,777 | 3,604,390,178 80.4%
Amount Change 143,695,510 [ 27,452,358 1 171,147,868 | 190,878,139
% Change 5.5% 28.7% 6.3% 5.6%

CHS: F:\Sherer\Excel\Compensation\0$\Summary.xls, #1, 4/14/2008, 8:34 am
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TAX SUPPORTED WORKYEARS, WAGES AND BENEFITS BY AGENCY
(FYO08 Approved and FY09 Agency Requests)
Benefits are social security, retirement, and group insurance

I. Active Employees

Total comp for

Agency FY WY Wages Benefits Active empl
County Government FY08 8,547 569,700,980 | 234,236,520 803,937,500
FYQ09 8,370 576,182,120 240,619,330 816,801,450
% Change -2.1% 1.1% 2.7% 1.6%
MCPS FYO08 19,571 | 1,276,960,747 323,914,043 | 1,600,874,790
FY09 19,783 | 1,363,737,137 | 341,451,410 [ 1,705,188,547
% Change 1.1% 6.8% 5.4% 6.5%
College FY08 1,653 128,082,685 23,775,856 151,858,541
FY09 1,743 140,576,707 25,743,364 166,320,071
% Change 5.5% 9.8% 8.3% 9.5%
MNCPPC FYO08 950 59,676,677 15,730,437 75,407,114
FY09 1,001 69,217,929 18,245,458 87,463,387
% Change 5.4% 16.0% 16.0% 16.0%
TOTAL FYO08 30,721 | 2,034,421,089 | 597,656,857 | 2,632,077,945
FY09 30,898 | 2,149,713,893 626,059,563 | 2,775,773,456
% Change 0.6% 5.7% 4.8% 5.5%

sk o ke ok ok ok ok ok ok ok ok ok ok ok ok 3 ok 3k ok o ok ok ok ok ok ok ok ak ok sk sk ok sk sk ok sk ok ok ok ok sk ok ok sk ok ok ok 3k sk ok ok ok ok 3k ok ok % ok ok ok ok ok ok ok ok ok ok ke kR ok R kR k

II. Retiree Benefits: Group insurance Total

County Government | FY08 36,877,510
FY09 45,297,260

% Change 22.8%
MCPS FYO08 53,370,767
FY09 70,479,298

% Change 32.1%
Coliege FYO08 3,106,400
FYQ9 3,712,800

% Change 19.5%
MNCPPC FY08 2,292,286
FYO09 3,609,963

% Change 57.5%
TOTAL FYO08 05,646,963
FY09 123,099,321

% Change 28.7%

CHS: F:ASherer\ExceNCompensation\09\Summary.xls, #2, 4/14/2008, 8:34 am
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FY09:14 PUBLIC SERVICES'PROGRAM: FISCAL PLAN.

,CONSOLIDATED FIRE TAX DISTRICT

FYid

FY04 FYds Frio Fri1 FYi2 FY13
FISCAL PROJECTIONS ESTIMATE CE REC PROJECTION | PROJVECTION | PROJECTION | PROJECTION | PROJECTION
[ASSUMPTIONS
Proparty Tax Raste: Real Propenty 0.128 0.11 0.108; , a.108 0.102 0.008 0,082
Assazaghia Base; Real Property (000) 142,437,000 158,786,000 173,760,000 157.826.000 200,598,000 214,675,000 230,037,000
Propesty Tax Collechion Fackor: Real Property 93.1% 9.1% 03.1% 09.1%| 29.1% 99.1% 99,1%
Propesty Tax Rals: Personal Proparty oM5 0.250 02T 0.270 0.255 0.2408 0.2301
Asseasabie Base: Personal Property (000) 3,960,835 4,021 B&E 4,051,312 4,097,270 4,142,751 4,100,758 4,218,259
Property Tax Cotlection Facior. Personal Property 07.5% ar5% 97.5% 875% 97.5% §7.5% 87.5%
CPI (Frscal Year) 8% 2.0% 24% 25% 2.5% 25% 2.5%
Investmen! Income Yield 4.00% 2.50% 3.50% 4.00% 4.50% 475% 5.00%
BEGINMING FUND BALANCE 5,549 440 5,574,980 13,128,180 13674 650 14,573 840 121,488,920 10,210,258
REVENUES
Taxes 190,020,400 183,805,290 106,636,930 211,812,470 212070870 214,039,580 215,233,720
Licenses & Penmits 1,850.000 3,200,000 3271440 3,359,380 3,443,380 3,520,440 3,517,680
Charpes For Serwcas BI7 410 £215.200 15,201,230 15.673.520 15,065 360 18,457,000 18.878.670
Fines & Forfeitlurgs 730 ° 0 0 0 0 0
Wiargovernmental 3,911,000 2,510,000 2,570,740 2835010 2,700,580 2,768,400 2837610
Miscellareous 2,100,000 1,480,000 2,008,710 2.327.930 2,867,380 2,897,080 3,136,880
Subtotal Revenuss 198,799,040 209,320,490 219,785,050 735,803,210 237,947,830 239,101,480 245,704,670
INTERFUND TRANSFERS (Net Non-CiP) 4,337,210} {8,851,150) (10,907,780} {12797.680)|  {12,393,910) {12,987 ,380)| (12,300,210}
Transters To Dabt Sandea Fung (4,217,060 {8.730,400) {10.857.040) {12,576,940) {12.873.180) {12.866,630) (12,178 .480)
GO Bonds [3.583,440) (4,476,800 (8.325,040) (B.167.7119) {8.413.680) (B.44B,780) (8,358 B&T)
Long Term Leases 632,620 (4,553,500) {4,542,000) (4,508 230) {4 450.4B0) {4.418,350} (3,780,600}
Transfers To The General Fune (120.750) (120,750 {120,750 {120,750) {120.750) {120.750) {120,750)
DCM (120,750) (120,750) {120,750} {(120,750) (120,750 (120.750) {120,750)
TOTAL RESOURCES 200,116,670 208,344,308 221925450 236,685,290 239,633,780 240,203,020 243,514,740
CIP CURRENT REVENUE APPROP. [708,000} o [ ¢ 0 ) [
PSP OPER, BUGGET APPROPI EXP'S.
Operatnnp Budpet (1825297700 (180,716,110} (180.718,410)7 (190.71E,110)] (180.716,110){ 1190.716,110)| [190.716,110)
Labor Agreement nia na (B,885680)]  (19.264.840) [19.368,180) (18,358,980} {19.388,180)
Annualizations and One-Time nfa nia 588,610 S8E.610 588,810 586,010 588,510
oBis B na e (5.296.000) 15,417 000) 15,635,000) 15.635.000} {5.635,000)
Cenitral Dupicating Defich Recovery Charge nfa nia 16,080 18.080 18.080 16,080 16,080
Apparatus Replacement va nia {109.830) $12,380 513,380 513,380 513,380
Four Perzon Slaffing na na (2.B47,880) {7.895.760) ] (11.543.540):' {15.391.520 | (19.230.400)
Subtots! PSP Oper Budget Approp / Exp's 1535297100 (190.716,190)]  (208,250,790)|  (222,005440) (225,144,3505; {220,982,74D)]  (233,840,620)
OTHER GLAIMS DN FUND BALANCE o {2,500,000) [ 0 ] [ . 0
TOTAL USE OF RESQURCES [194.235.718) {183,216,110)| (208,250,790} (222.005440)1  (226.144,860)]  (220.092,740)| (233,840,620}
YEAR END FUND BALANCE 5,874,980 13,128,190 13,674,660 14,679,840 13,488,920 10,210,280 0,774,120
END-OF-YEAR RESERVES AS A
PERCENT OF RESOURCES 29% §.4% &%, 5.2%) 5.8% 4.3% 4.0%]
Assumptions:
1, The tax rates for the Consolidated Fira. Tax District are adjusted to maintain & fund balance of approximately 2 percent of resources.
2. The labor contract with the Intemational Aasoctation of Fire Fighters, Local 1664 expires at the end of FY11.
3. The labor contract with the Municipal and County Governmant Employees Organization, Local 1994 expires at the end of FY10.
4, These projections are based on the Exscutive’s Recommaendod Budget and Include negotiated labor agreements, the operating costs of|
capital facilities, the fiscal Impact of approved legisiation or regulations, and other programmatic commitments. They do not include
inflation or unapproved service improvements. The projected future expenditures, revenuas, and fund balance may vary based on changes
to fee or tax rates, usags, inflation, future labor agreements, ang other factors not assumed here.
5. The costs of capital facilities wiil be included in future budgets as projects are completod and their costs defined. Implementation of
jadditional phases of the Four-Person Staffing initiative will be reviewed annuslly,

@
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: OFFICE OF MANAGEMENT AND BUDGET
Isiah Leggett

: Joseph F. Beach
County Executive MEMORANDU M Director
March 25, 2008
e
TO: . Michael J. Knapp, Corg\ncﬂ President
FROM: Joseph F. Beach, Direg Oy hce Rf Management and Budget

:j N

QUBIECT:  Expedited Bill, Raﬁrcc\n_éﬁf“iﬁf:énﬁvc Plan

The purpose of this memorandum

is to transmit a fiscal impact statement io the Council on the
subject legislation.

LEGISLATION SUMMARY

The expedited bill amends the Employees’ Retirernent System to provide

incentive program for Group A and Group H members who are either eligible for normal retirement, or eligible for
early retirément and within 2 years of normal retirement eligibility. In

his recommended FY09 budget, the County
Executive indicated that he intended to offer a Tetrem

ent incentive plan that would generate an estimated $5 mijlion
in savings resulting from downsizing of the government. Tt is expected that 54 positions will'be abolished as a result

of the incentive program. The proposed incentive would provide a $25,000 payment to eligible plan participants,
paid either ina hirmp surm, or over tme. Tn addition, the plan would waive early retirement penalties for anyone
within ope year of normal retirement and reduce the penalty for anyone who would be retiring between ons and two
years early. Thereisa pool of 828 members who would be eligible for the incentive, and the expedited bill would
cap incentive paymenis 1o 20 percent of eligible members. Should more than 20 percent of eligible members seek
incentive payrments, eligibility would be based on seniority.

{or a one-time retirement

FISCAL SUMMARY

The legislation is expected 1o result in $5 mmillion in savings In FY09, and savings of between 1.5

million and $2.5 million in FY10, depending on how many employees elect the benefit. Savings estimates assume
that 15 percent of members eligible for normal retirement and 10 percent of members eligible for early retirement
elect the benefit — a total of 108 employees. The estimnates

assurne the average salary and bepefit Jevels for those
eligible, and further assurme that all retirernents ar& effective July 1, 2008, :

Cost of the program will be paid from the Employees Retiremnent System and will be amortized over
a 10 year period. The attached spreadsheet curnmarizes the cost and savings.

Office of the Director
101 Monroe Street, 14th Floor *

Rockville, Maryland 20850 * 240-777-2800

www.montgomerycountymd.gov @



Michael J. Knapp, Council President
March 25, 2008
Page 2

The plan actuary estimates that the actuarial accrued Hability of the plan will increase by $13.2 million.. This will
have a negligible effect on the funded status of the plan. :

Douglas Rowe, FSA, the pension plan’s actuary and G. Wesley Girling with the Office of Human
Resources contributed to and concurred with this analysis.

JFB:lob

cc: Timothy L. Firestine, Chief Administrative Officer
Kathleen Boucher, Assistant Chief Administrative Officer
Rebecca Domaruk, Offices of the County Executive
G. Wesley Girling, Benefits Manager, Office of Human Resources
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Workforce/Compensation

SUMMARY OF FY09
RECOMMENDATIONS

A. SUMMARY OF AGENCY REQUESTS

Montgomery County Public Schools (MCPS):
The MCPS workforce for FY09, as recommended by the
Board of Education (BOE), is 21,061.2 FTEs, or 2167
FTEs greater than the FY08 workforce of 20,844.5 FTEs.
The BOE has negotiated agreements with the public
schools’ three bargaining units, the Service Employees
International Union (SEIU), the Montgomery County
Education Assoctation (MCEA), and the Montgomery
County Association of Administrators and Supervisory
Personnel (MCAASP). The contracts with these unions
will expire on June 30, 2010. For more information on
compensation and workforce changes, please see the
Board of Education FY09 recommended budget
document.

Montgomery College (MC): The net impact on the
Montgomery College  workforce for FY09, as
recommended by the College and its Board of Trustees, is
an increase of 104.8 workyears. This is accompanied by an
increase in personnel costs of $15.1 million. The primary
factors in these changes are the full-year impact of prior
year merit increases, reclassifications, promotions, FYG9
compensation increases, and fringe benefit increases. For
more information on compensation and waorkforce
changes. piease see the Montgomery College FYQ9
recommended budget document.

Maryland-National Capital Park & Planning

Commission {M-NCPPC): The net impact on the
Maryland-National Capital Park and Planning Commission
workforce for FY09, as recommended by the Planning
Board, is an increase in persomnel costs of $14.6 million.
The increase includes adjustments for compensation, merit
pay increases, retirement, and group insurance. For more
information on compensation and workforce changes, please
see the M-NCPPC FY09 recornmended budget document.

Montgomery County Government (MCG):
The net impact on the County government workforce for
FY09, as recommended by the Executive, is an increase of
1243 workyears. The recommended budget contains an
increase in total personnel costs of $47.0 million, or 5.1
percent. The primary factors in these changes are:

Millions
»  General Wage Adjustments and service $39.2

increments ($35.0 million tax supported)

»  Net additional workyears $4.8
+  Changes in retirement contribution rates ($4.8)
»  Changes in group insurance contribution rates  $10.7
»  Expected early retirement savings {35.0
«  Other personnel cost changes 521

Y09 COUNTY EXECUTIVE RECOMMENDED

i
COMPENSATION ADJUSTMENTS :

GENERAL WAGE ADJUSTMENTS/SERVICE INCREMENTS

Non-represented (non-public safety) 9,697,340
MCGEQ and uniformed public safety mgmt. 18,807,180
FOP members and uniformed Police mgmt. 6.228,630
1AFF members and uniformed Fire mgmt. 4 480,580

TOTAL $39,213,730
PERFORMANCE-BASED PAY (357.4880)

TOTAL COMPENSATION ADJUSTMENTS $39,153.850

The recommendations in the remainder of this section are
for the County government and are based upon the
bargained agreerments with the United Food and Commercial
Workers, Local 1994 (Municipal and County Government
Employees Organization — MCGEQ), the International
Association of Fire Fighters (IAFF), Local 1664. the
Fraternal Order of Police (FOP), Lodge 35, and
Montgomery County Volunteer Fire and Rescue Association
(MCVTRA). Certzin provisions of the agreements have
been extended to unrepresented enployees, as noted below.

B. COUNTY GOVERNMENT SALARY AND
WAGES

GENERAL WAGE ADJUSTMENT: The Executtve
recommends the following general wage adjustments ef
fective the first full pay period after July 1, 2008: 4.5 per-
cent for all employees in the Office, Professional, and
Technical (OPT) and Service, Labor, and Trades (SLT)
bargaining units; 4.0 percent for all employees in the Po-
lice bargaining unit and Police uniformed managers; and
4.5 percent for all unrepresented employees, including
Manggement Leadership Service (MLS) employees. The
Executive also recommends a 2.0 percent increase effec-
tive the first full pay period after July 1, 2008, and 2.0 per-
cent effective the first full pay period after January 1,
2009, for employees in the Fire and Rescue bargaining unit
and Fire and Rescue uniformed managers. All recom-
mended salary schedules are at the end of this section.

INCREMENTS: The Executive recomumends service in-
crements of 3.5 percent for all eligible employees.

Worldorce/Compensation
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MANAGEMENT LEADERSHIP SERVICE. The Ex-
ecutive recommends $1,670,930 in the Compensation Ad-
justment NDA to fund performance-based pay increases to
MLS Band I, I, and Il cmployees.

C. COUNTY GOVERNMENT: EMPLOYEE
BENEFITS

The following employee benefits. are funded in the
Executive’s recommended budget through a combination of
lump surn or paytoll-based contributions.

+ FICA (Social Security & Medicare)
s Workers' Compensation

s  Group Insurance

« Employees’ Retirement System

s  Retirement Savings Plan

Social Security .and Medicare: Contributions are
collected from County departments and agencies each
payday based on actual payroll. Since contribution rates .
and salary maximums change at the start of the calendar
year, figures used in the recommended fiscal year budget
represent an average of the rates set for 2008 and projected
changes for 2009. While the rates (percentage of salary,
which is contributed by both employer and employee) are
. not expected to change, the annual salary maxirum on

which to base FICA is projected to increase by about
$3,600 or 3.6 percent.

Workers’ Compensation: This is handled through the
County's Risk Management program under the Department
of Finance. Departments with significant non-tax revenues
make annual contibutions to the Liability and Property
Coverage Self-Insurunce Fund. A lump sum contribution
to the Fund for insurance for the remaining County
deparuments is made annually through the Risk
Management (General Fund portion) Non-Departmental
Account. Participating County agencies also make annual
“lump sum contributions. Contributions for all members are
set each year based on an actuarial valuation of claims
experience for Workers” Compensation.

Group Insurance Benefits: The contnbuttons for health
insurance are based on fixed rates per coverage level, and
the contribution for life insurance is based on fixed rates
per coverage amounts based on an employee’s salary.
Overall, in calendar 2008, plan participants experienced a
4.3 percent increase in premiums from the previous year.
Rate changes were made pursuant to an actuarial analysis
of clains .experience and previous rate actions. The
County also used the fund balance exceeding the target 5
percent to mitigate what would have been 2 higher increase
in premiams. -

It is projected for the long term that the anmual cost of
group insurance for the County, including active employees
and: retirees, could increase an average of approximately

8.8 percent annually between FY09 and FYI14.
Contribution rates during this period will be set based on
various- factors, including the fund balance in the Health
Insurance Fund and claims cost experience.

Retirement Benefits: Momgomery County government
maintains a system of retirement pay and benefits for its
employees which arc intended to provide income during
their refirement Yyears. The County government's
Employees’ Retirement System (ERS) was established
through legislation in 1965 and is found in the Montgomery
County Code, Section 33. The Retirement Program, which
currently provides benefits to approximately 4,997 retirees
and survivors, is administered by the Office of Human
Resources. Retirement plan design changes occurring
through the collective bargaining process and by other
means are coordinated by the Office of Human Resources
in consultation with the County's actuaries, the Finance
Department, and the Office of Management and Budget.

Retiree Health Benefits Trust: Beginning in FY08, the
County implemented a plan to set aside funds for retiree.
health benefits, similar to what we have been doing for re-
tiree pension benefits for more than 50 years. The reasons
for doing this are simple: due to exponcntial growth in
expected retiree health costs, the cost of funding these
benefits, which are currently paid out as the bills come
due, may soon become unaffordable. Setting aside money
now and investing 1t i a Trust Fund, which will be -
vested in a similar manner as the pension fund, not only is
a prudent and responsible approach, but will result in sig-
nificant savings over the long term.

As a first step in addressing the futiure costs of retiree
health benefits, County agencies developed current esti-
mates of the costs of health benefits for current and future
retirees. These estimates, made by actuarial consultants,
concluded that the County’s total future cost of retiree
health benefits if paid out today, and in today’s dollars, is
$2.6 billion — more than half the total FY 09 budget for all

-agencies.

One approach used to address retiree health benefits fund-
ing is to determine an amount which, if set aside on an an-

" nual basis and actively invested through a trust vehicle,

will build up over time and provide sufficient funds to pay
future retiree health benefits. This amount, known as an
Annual Required Contribution or “ARC”, was calculated
for County agencies last year to be $240 million, or nearly
$190 million more than the previous annual payment for
current retirecs. Still too large an amount to be set aside
all at once in FY08, the County chose a further approach
of “ramping vup” to the ARC amount over several years,
with the amount set aside each year increasing steadily un-
til the full ARC is reached. A total of $31.9 million for all
tax supported agencies was budgeted for this purpose in
FYO0S8.

8-2 Warkforce/Compensation
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For FY09, the ARC has been recalculated and Is now es-
timated at $250 million. This amount consists of two
pieces — the annual amount the County would usually pay
out for health benefits for current retirees (the pay as you
go amount), plus the additional amount estimated as
needed to fund retirees’ future health benefits (the pre-
funding portion). The pay as you go amount can be rea-
sonably projected based on known facts about current re-
tirees, and the pre-funding portion is estimated on an
actuarial basis. For FY09, a ramp-up period of eight years
has been assumed, up from the five year phase-in that was
plarmed in FY08. This lengthening of the phase-in period
is being implemented in response to the County’s fiscal
situntion, and results in a contribution for all County tax-
supported agencies of $55.15 million in FY09, down from
$70.73 million called for under the previous plan. A de-
tailed breakdown of the Retiree Health Benefit Trust con-
tributions for tax supperted agencies is displayed in the
table below.

Proposed FY09 Retiree Health -
Benefits Trust Contributions

FY09
Montgomery County Government (MCG)
Retiree Heaith Benefits Trust NDA 519,571,930
Proprictary Funds: )
Bathesda Parking District $56,650
Wheaton Parking District 8,500
Silver Spring Parking District 45,320
Solid Waste Coilection 25,490
Solid Waste Disposal 203,920
Liquor Control 883,670
Permitting Services 606,100
Community Use of Public Facilities 76,470
Motor Poot 472,980
Risk Management . 33.920
Central Duplicating 84,970
Participating Agency Contnbulions:
Housing Opportunities Commissian $680,000
Revenue Authority 120,000
Strathmore Mall 70.000
Credit Union 50,000
Washington Suburban Transit Commission 10,000
Total MCG Trust Contributions $23,000,000
Montgomery County Public Schooils Trust Fund 29,000,000
Montgomery College Trust Fund 900,000
Park ang Planning Commission Trust Fund 2,250,000
Total FY09 Contributions $55,150,000

Retirement Plans:

1) The ERS consists of three plans including a Mandatory
Integrated Retirement Plan, an Optonal Non-Integrated
Retirement Plan, and an Optional Integrated Plan.

2} The Retirement Savings Plan (RSP), a defined
contribution plan, was established for all new OPT/SLT
(non-public safety) and non-represented employees hired
on or after October 1, 1994, Eligible employees in the
ERS are atlowed to transfer to the Retirement Savings

Plan. Both full-time and part-time employees can
participate. Under this plan, the County and employee
cach make contributions at a set percentage of pay.
These monies are deposited into investment vehicles of
the employee’s choosing designed to provide a retirement
benefit directly to the employee.

Retirement Fund: The Board of Investment Trustees
manages the assets of the ERS through its investment
managers in accordance with the Board’s asset allocation
strategy. The Board also administers the investment
program for the Retirement Savings Plan and the Mont-
gomery County Deferred Compensation Plan. The
Montgomery County Union Employees Deferred Com-
pensation Plan is administered by the threc unions repre-
senting Montgomery County employees. The Board
currently consists of 13 tustees including: the Directors
of Human Resources, Finance, Management and Budget,
and the Council Stafl; one member recommended by
each empioyee organization; one active employee not
represented by an employee organization, one retired
employee; two members of the public recommended by
the County Council; and two members of the general
public. As a result of the re-opener negotiations with
MCGEQ, the County Executive will be proposing legis-
lation to alter the composition of the Board of Investrnent
Trustees, increasing the total membership to 16 trustees
(two additional representatives for the OPT/SLT bargain-
ing units and one additional public representative).

Change In Retirement System Membership: As indi-
cated in the table “Retirement Funds: Enrollment and
County Contribution Rates™ at the end of this namative,
the number of active non-public safety employees in the

~ ERS declined, the number of active public safety employ-

ees increased, and the number of employees in the RSP
increased.

Funds for the County’s contribution to the ERS for each
member employee are included in the appropnate County
government departmental budget or agenmcy budget
Budgeted ERS contribution rates are displayed in the ta-
ble *Retirement Funds: Enrollment and Contribution
Rates™ at the end of this narrative and are based on a 40-
year funding schedule, with the exception of the addi-
tional costs from the FY94 and FY935 Retirement Incen-
tive Program (RIP) which are being amortized on a
10-year schedule. The County uses mulitiple contribution
rates designating the percentage of payroll for the various
employee groups to determine the retirement contribu-
tion. These rates are determined annually by an actuarial
valuation.

County comributions are determined using actuarially
sound assumptions to assure the financtal health of the
Fund. Factors that affect the County’s contributions in-
clude the impact of compensation adjustments, increases
in the size of the workforce, investment returns, and col-
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lectively bargained benefit changes. The ERS contribu-
tion rates reflect projections of revenues and expenses to
the fund. Revenues include member contributions which
are set at fixed percentages of salaries and investment in-
come which is driven by both earnings in the market and
the size of the Fund balance invested.

Expenses of the Fund include pension payments which
are affected by mandated cost-of-living increases and
changes in.the number of retirees and survivors; adminis-
trative and operational expenses of the Fund managers
and financial consultants; and charges for services pro-
vided by County staff in the Board of Investinent Trus-
tees, Finanée, and Human Resources.

The Executive recommends the establishment of an early
retirement incentive program in order to produce long
term savings for the County Government. The details of
the program remain to be further defined, but will apply
to non-public safety employees. It is expected that nearly
100 employees will participate in this program and that
approximately 50 of the positions that will be vacated as a
result of the program will be permanently abolished.

COLLECTIVE BARGAINING

Fire and Rescue Bargaining Unit:

International Asscciation of Fire Fighters, Local 1664:

The current agreement expires June 30, 2008. The County

Executive and IAFF reached agreement, subject to

ratification,, on a three-year contract effective July 1, 2008

to June 30, 2011. The agreement’s salient economic terms

include: '
< A general wage adjustment of 2.0 percent effective the
first full pay period after July 1, 2008, 2.0 percent in

January 2009, 4.0 percent in July 2009, and 3.5

percent in July 2010.

A new Jongevity adjustment at 28 years of service in

July 2009, and an additional step on the salary

schedule mn July 2010.

% A service increment of 3.5 percent for ehgible
employees. )

New primary and backup scheduler differential in July

2008; and increase in hazardous materals, breathing

apparatis technician certification, fire code, fire

investigation, urban search and rescue, swift water
rescue, and scheduler assignment pay, as well as an

increase in'ECC cerification pay, in July 2009

% Effective January 2009, County contribution for
prescription insurance fixed to 80 percent of standard
option (emmployee may buy-up at their own cost),
generics are restricted, incentives are established for
mail order, and high option copayments remain at
34/58.

% Expansion of the list of ilinesses for which an
employee is automatically entitled to a service-
connected disability retirement.

% A $100 increase each year i tuition assistance.

3
e

*,
L

*,
o

Establishment of random drug testing. _
Bottled water at each station and parking
improvements at select stations are provided.

.

<

Montgomery County Volunteer Fire and Rescue

Association (MCVFRA): The current agreement expires

June 30, 2008. The County Executive and MCVFRA

reached agreement, subject to ratification, on a three-year

contract effective July 1, 2008 to June 30, 2011. The salient

economic terms of the agreement include:

% [Increased administrative support funding and a
nominal fee for certain members.

£ Tumn-6ut boots and gear bags provided to active
members,

£ Increased mumber of contracts printed, association
vehicle supplied, provision of one . computer,
development of online courses, and County
sponsorship of annual awards dinner.

< Establishment of random drug testing.

OPT/SLT Bargaining Units:

Municipal and County Government Employees -

Organization (MCGEQ), United Food and Commercial

Workers, Local 1994: The current agreements expire June

30, 2010. The agreement’s salient economic terms,

including those negotiated through a reopener on health

and pension issues, consist of: )

< A general wage adjusunent of 4.0, 4.5, and 4.5 percent

- effective the first full pay period in July 2007, 2008,
and 2009, respectively.

** A service increment of 3.5 percent for elgible

employess.

< An increase from 2 percent to 3 percent in longevity

mcrement for unit members at pay grade maximum

and 20 years of completed service effective January

2008.

A 8100 increase each year in tuition assistance.

A wage increase for employees on the seasonal wage

scale of $0.40 per hour in FYO08 and $0.45 per hour in
fiscal 2009 and 2010.
% A 1.5 percent retention increment for Bus Operators
after four years completed service and an additional
1.5 percent retention incrememt after six years of
completed service effective January 2008.

< Implementation of a new salary schedule for
Correctional Officers and adjustments to the Deputy
Shenfls salary schedule to include Scrgeants and a
new step for Deputy Sheriff 111 and Sergeant.

** Increase evening shift differential $0.05 in FYO08 and
FY09; increase midnight shift differential $0.05 in
fiscal 09; implement the midnight shift differential for

" non-ECC Police Public Service Aides working the 8
pm to 6 am shift; increase advanced multilingual
differential $0.20 m FY08; and increasc the field
training difterential $0.25 in FY08 and FY'10.
Implementation of a gainsharing program to
encourage and promote new, innovative ideas,

o

!

..

*

)
>

+
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concepts and strategies to deliver County services and
products cost cffectively.

& Effective January 2009, County contribution for
prescription insurance fixed to 80 percent of standard
option (employee may buy-up at their own cost),
generics are restricted, incentives are established for
mail order, and high option copayments remain at
$4/88.

< In the Group [ retirement plan, the social security
integration multiplier increased from 1.25 w0 1.65
percent

% Employer contribution increases from 6 to & percent in
the Retirerment Savings Plan in July 2008.

% Guaranteed Retirement Income Plan (“GRIP”)
offered July 1, 2009, which ensures an investment
return of 7.25 percent, with a 6-month election period
for employees hired on or afier July 1, 2009.

Police Bargaining Unit:

Fraternal Order of Police Lodge 35: The current

agreement expires June 30, 2010. The agreement’s salient

economic terms, including those negotiated through a

reopener on health and pension issues, consist of:

& A $3,151 increase to Step 0, Year 1 of pay plan —
maintaining existing structure, in July 2007; general
wage adjustments of 4.0 percent in July 2008 and 4.25
percent in July 2009

& A service increment of 3.5 pércemt for eligible
cmployees.

& Increase in the clothing allowance each year.

% A $100 increase each year in tuition assistance.

<+ Increase in the shift differential each year.

< Full implementaion of the Single Officer Fleet

Vehicle program by July 1, 2009 including video

CaImeras.
< Establish DROP prograny, increase credited service to

a maximum of 36 years, including sick leave credits; -

and establish eligibility for unreduced pension with 25
years of service, regardless of age.

& Effective January 2009, County contribution for
prescription insurance fixed to 80 percent of siandard
option {employec may buy-up at their own cost),
generics are restricted, incentives are established for
mail order, high option copayments are increased to
$5/310.

WORKFORCE ANALYSIS

Basis: Workforce Analysis has been performed on
changes to tax supported 2nd non-tax supported workyears
(WYs) in the Executive's Recommended FY09 Operating
Budget for the County government. Overall changes are
calculated in comparison to the Approved Personnel
Complement for FY08, which began on July 1, 2007.
Changes shown reflect such factors as the addition of grant-
funded positions; abolishments and creations to implement
approved job sharing agreements; technical adjustrients to
remove positions currently associated with “group

positions” which can contain unlimited numbers  of
employees (temporary, seasonal, or contractual), but are
defined by the amount of service in terms of workyears that
they are to provide; and other miscellaneous changes.
Changes recommended by the Executive for FY09 are in
three categories: cuwrrent year position changes due to
supplemenial appropriztions or other actions, new fiscal
year position changes scheduled to take effect July 1, 2008,
and position changes scheduled for later in the fiscal year.
In the latter case, the workyear change will be prorated for
the portion of the year it is recommended.

Summary: The recommended budget includes funding tor
9,005 full-time positions, a net increase of 26 from the
approved FY08 Personne! Complement of 8,979 fuil-ime
positions. Funding for 1,104 part-time  positions  is
included, 2 net decrease of 39 positions from the approved
FY08 Personnel Compiement of 1,143 positions.

Tax supported workyears account for 83.4 percent of the
County's total workyears. Total tax supported workyears
will decrease to 8,369.6 WYs in FY09, a decrease of 177.7
WYs or 2.1 percent. The primary reason for the reduction
of tax supported workyears is the shifting of 249.0
workyears in the Department of Health and Human
Services to the non-tax supported grant fund.

Total County government workyears will increase to
10,038.1 WYs in FY09, an increase of 124.3 WYs or 1.3
percent.  When measured relative to population, total
workyears per thousand population is relatively unchanged
frorn FY08 (10.25 compared to 10.24).

Of the County’s 8,369.6 tax supported workyears proposed
for FY09, Public Safety departments  account for  47.7
percent, or 3,988.9 workyears. Public Safety workyears
will decrease by 25.4 workyears, or 0.6 percent from FY08
levels.

Detziled below are the significamt net changes in the
number of tax supported workyears in the FY09
Recommended Budget.

Program Changes (tax supported) WYs
» Transit Services — net annualization of Ride 952

On service reductions and County take-over

of contracted bus services

* Fire and Rescue — net increase due to the 11.0
opening of the West Germantown Fire .
Station

* Corrections - reductions related to 9.2
overtime funding '

* Health and Human Services — reduction -10.8

primarily due to a shift of the Cnsis Center
— Assertive Community Treatment (ACT)
Team to the State.
¢ Police — Elimination of Community -12.9
Services Division and Community Policing
program

Workforce/Compensation
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MONTGOMERY COUNTY GOVERNME

- MEDICAL PLAN ENROLLMENT, A
2007 2008 CHANGE
HEALTH PLAN EMP EMP+1 FAM TOTAL %INSURED| EMP EMP+1 FAM TOTAL %INSURED EMP EMP+1 FAM TOTAL %CHG
Carefirst POS 1,708 1,212 2,124 5044 60.1%[ 1.891 1,298 2,234 5423 61.5% 183 - 86 110 379 88.3%
Carefirst POS Std 11 24 200 2.4% 145 55 a3 283 3.2% 34 a 18 B3 19.3%
Kaiser 454 233 383 1,070 12.8% 521 230 404 1,155 13.1% &7 B 85 19.8%
United Healmcare" 620 467 991 2,078 24.8% 599 451 910 1,960 22.2% {21) (18) (81) (118) -27.5%
Grand Total 8,392 8.821 . 429

* Formerly Optimum Choice

RETIREMENT FUNDS: ENROLLMENT & COUNTY CONTRIBUTION RATES |

Employee Retirement System
Plans :

Public Safety

Optional, Nonintegrated

Optional, Integrated

Mandatory Integrated
Subtotal Public Safety

Non-Public Safety

Optional, Nonintegrated

Optional, Integrated

Mandatory Integrated
Subtotal Non-Public Safety

Total ERS System Plans

Retirement Sav_ings Plan

Number Fiscal 2008
Employees Contribution

Number

711106 Rate  (7/4/07)
23 81.61% 20

81 81.28% 75

. 2m7 35.80% 2,837
2,821 2,932
123 39.04% 104
229 35.90% 189
2,189 22.26% 2,069
2,541 2,362
5,362 5,204
13,791 6.00% 4,253

Employees Contribution

Fiscal 2009 Number
Employees
Rate 7/06v. 7/07
80.21% (3)
73.63% (6)
32.53% 120
11
35.22% (19)
35.59% (40)
21.34% {120)
(179)
(68)
8.00% 462

FY 08 v. 09
Contribution
Rate

-1.40%
-7.85%
-3.27%

-3.82%
-0.31%
-0.92%

2.00%

MONTGOMERY COUNTY GOVERNMENT WORKFORCE CHANGE 'SUMMARY
COUNTY EXECUTIVE'RECOMMENDED: FY0$

e
-
pr

POSITIONS WORKYEARS
Full Time Part Time Tax Supported Non-Tax Supp. | TOTAL WYs
FY(8 APPROVED COMPLEMENT 8,979 1,143 8,547.3 1,366.5 9,913.8
FY09 RECOMMENDED COMPLEMENT 9,005 1,104 8,369.6 1,668.5 10,038.1
CHANGE {N WORKFORCE (GROSES) 26 (3% (177.7) 302.0 124.3
Percentage Change 0.3% (3.4%) (2.1%) 22.1% 1.3%
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~PROPOSED OPERATING B

ATION MANAGEMENT

Change:
FYO7 FYos8 FY038 FYO09 FYQ8 vs. FYOB Appr.
ITEM ACTUAL APPR EST REC $ %
rEXPENSES
Salaries and Benefits 101,990 83,980 81,970 91,210 7,330 8.7%
Professional Services 4,420 11,700 6,200 6,870 (4,830) {41.3%)
Due Diligence/Education 870 4,700 3,500 3,500 (1,200)  (25.5%)
Office Management 5,880 6,100 6,600 6,800 700 11.5%
Investrment Managerment 29,460 32,000 24,100 17,000 (15,000) (46.9%)
TOTAL EXPENSES $142,720 $138 480 $122 370 $125,480 {$13,000) (9.4%)

Amounis shown above are not charged to the Deferred Compensation Plan trust but are instead appropriated and
charged to the General Fund Compensation and Employee Benefits Adjustments Non-Departmental Account.

PROPOSED OPERATING BUDGET E

PLOYEES' RETIREMENT SYSTEM

Change:
FYo7 FYO08 FY08 FY09 FY09 vs. FY08 Appr.
TTEM ACTUAL APPR EST REC $ %
REVENUE
County Contributions 109,436,000 { 113,000,000 112,000,000 | 110,000,000 (3,000,000} (2.7%)
Employee Contributions 16,362 460 16,000,000 46,000,000 17,500,000 1,500,000 9.4%
Investment Income 420,041,360 { 200,000,000 223,400,000 | 243,000,000 43,000,000 21:5%
Miscellaneous Income 805,660 680,000 750,000 800,000 110,000 15.9%!
TOTAL REVENUE 546,645,480 | 329,690,000 352,150,000 | 371,300,000 41,610,000 12.6%
EXPENSES
OPERATING EXPENSES
Retirement Benefits 137,625,750 1 150,720,000 156,950,000 | 164,720,000 14,000,000 9.3%
Investment Management 12,014,390 9,349,300 10,242,000 11,055 000 1,705,700 18.2%
SUBTOTAL| 149.840,140 | 160,069300 | 161,192,00C | 175,775,000 15,705,700 9.8%
ADMINISTRATIVE EXPENSES
Salaries and Benefits 1,215,260 1,209,430 1,209,430 1,363,050 153,620 12.7%
Professional Services 550,110 845,130 900,430 788,930 (96,200} (6.6%)
Benefit Processing 486,150 375,000 375,000 375,000 0 0.0%
Due Diligence/Education 21,560 38,500 48,500 51,500 13.000 33.8%
Office Management 128,140 152,700 151,800 242,660 89,960 58.9%
SUBTOTAL 2,401,220 2,620,760 2,685,160 2,821,140 200,380 7.5%)|
TOTAL EXPENSES $152,041,360 | $162,690,060 | $163,877 160 | $178,596,140 $15,906,080 9.8%j
NET REVENUE $394,604,120 | $166,999,940 | $188,272,840 | $192,703,860 $25,703,920 15.4%)
P PROPOSED OPERATINGBUDGET RETIREMENT SAVINGS PLAN .
Change:
FYo7 FYos FY08 FYQ9 FY039 vs. FYD8 Appr,
ITEM ACTUAL APPR EST REC $ %
REVENUE
Investment Income 48,270 32,000 24,000 24,000 (8,000} (25.0%)
Miscellaneous income 573,690 300,600 300,000 300,000 0 0.0%
TOTAL REVENUE 621,960 332,000 324,000 324,000 (8,000) {2.4%)
EXPENSES
OPERATING EXPENSES
Investment Management 30,830 32,000 24,100 17,000 (15,000)  (46.9%)
SUBTOTAL 30,630 32,000 24,100 17,000 (15,000)  {46.9%)
ADMINISTRATIVE EXPENSES
Salaries and Benefits 203,170 131,840 131,840 180,620 58,780 44 6%
Professional Services 72,520 118,100 101,100 114,100 (4,000) {3.4%)
Due Diligence/Education 4,880 5,700 4,500 4,500 (1,200)  {21.1%)
Qffice Management 20,880 12,100 13,100 14.890 2,790 23.1%
SUBTCTAL 301450 287,740 250,540 324,110 56,370 21.1%
TOTAL EXPENSES $332,080 §299,740 $274,640 $341,110 $41,370 13.8%
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GENERAL SALARY SCHEDULE

FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
PERFORMANCE
LONGEVITY
GRADE MINIMUM MID-POINT MAXIMUM MAXIMUM®
5 $24 239 $30,842 337,444 $38,193
6 $25,167 - $32,085 $39,003 $39,784
7 $26,148 $33,410 $40,672 $41,486
8 $27,165 $34,844 $42,522 $43,373
9 $28,238 $36,353 844,468 $45,358
10 $29,371 $37,869 846,567 $47,499
11 $30,558 $39,658 $48,758 $49,734
12 $31,797 - $41,430 $51,062 $52,084
13 - $33,107 $43,295 . $53,483 $54,553
14 - $34,484 $45,257 $56,030 $57.151
18 $35,923 $47,308 $58,693 . $59,867
16 $37,457 540,478 $61,498 $62,728
17 $39,157 $51,798 $64,441 65,730
18 $40,952 $54,243 $67,533 $68,884
1% $42,883 $56,828 $70,773 572,189
20 - 344,900 $59,541 $74,181 375685
21 $47,028 362,392 $77.756 $79,312
22 $49,253 $65,383 $81,513 $83,144
23 $51,598 $68,531 $85,463 $87,173
24 $54,054 $71,825 $89,596 391,388
-25 $56,631 $75,288 $93,944 $85,823

26 i $59,345 $78,929 $98,513 $100,484
27 $62,168 $82,739 $103,309 $105,376
28 - $64,960 $86,652 $108,343 $110,510
29 $67.890 $90,758 - . $113628 $115,801
30 C $70,971 $95,077 " $115,183 $121,567
31 $74,206 $99,608 $125,010 $127 51
32 $77.586 $103,216 $128,836 $131,413
33 $81,161 $106,913 $132,664 $135,318
34 $84,904 $110,700 $136,495 $139,225
35 . 388,837 $114,580 $140,322 $143,129
36 $92,966 $118,560 $144,133 $147,037
37 $97.296 $122,637 $147.977 $150,837
38 $101,846 $126,614 $151,381 $154,409
39 $108,622 $130,116 $153,6810 $156,683
40 $111,640 $133,739 $155,837 $158,954

*A one-time 2.0 percent performance-based longevity incrernent is provided to employees who have received

performance ratings of “exceptional” or “highly successful” for the two mast recent consecutive yaars, are at

the top of their pay grade, and have 20 years compieted service.
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MANAGEMENT LEADERSHIP SERVICE

SALARY SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JULY 6, 2008

MLS LEVEL

M1 MANAGEMENT LEVEL |
M2 MANAGEMENT LEVEL I
M3  MANAGEMENT LEVEL Il

MINIMUM

$84 407
$73,811
$63,411

CONTROL
POINT

$143,367
$127.974
$110,652

MAXIMUM

$149,917
$133,802
$115,901

MINIMUM WAGE / SEASONAL

GRADE
Grade S1
Grade 52
Grade S3
Grade S4
Grade S5
Grade S6
Grade S7
Grade S8

SALARY SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JULY 6, 2008

MINIMUM

ANNUAL  HOURLY
$14,560 $7.0000
316,322 $7.8471

$18,378 $8.8351

$20,435 $9.8245
$23,180 $11.1442
$28,666 $13.7817
$34.236 $16.4596
$39,987 $18.2245

MAXIMUM
ANNUAL  HOURLY
$17,943 $6.6264
320,435 $9.8245
323111 $11.11086
325,786 $12.3871
$29,352 $14.1111
$36,482 $17.5394
$43,728 $21.0226
$51,202 $24.6163

MEDICAL DOCTORS

GRADE MEDICAL JOB CLASS

MD I MEDICAL DOCTOR |
MD Il MEDICAL DOCTOR |l
MDII  MEDICAL DOCTOR H

SALARY SCHEDULE
FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
MINIMUM MID-POINT
$94 692 $119,354
$104,160 $131,288
$114.575 $144 416
$126,033 $158,858

MDIV  MEDICAL DOCTOR IV

MAXIMUM

$144,015
3158416
$174,256
$191,682

Workforce/Compensation
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OFFICE, PROFESSIONAL & TECHNICAL BARGAINING UNIT

AND
SERVICE,; LABOR & TRADES BARGAINING UNIT
SALARY SCHEDULE
FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
GRADE MINIMUM MID-POINT MAXIMUM L1
5 $24,239 $30,842 $37,444 $38,568
8 325,167 $32,085 $39,003 $40,174
7 $26,148 $33,410 - $40,672 341,893
8 $27,165 $34,844 $42 522 $43,798
9 $28,238 $36,353 544,468 $45,803
10 $29,371 $37,969 ' $46,567 $47,965
11 $30,558 $39,658 $48,758 $50,221
12 $31,797 $41,430 $51,062 $52,594
13 $33,107 $43,205 . $53,483 $55,088
14 $34,484 $45,257 $56,030 . 857,711
15 $35,923 $47,308 $58,693 $60,454
16 $37.457 $49.478 $61,498 $63,343
17 $38,157 '$51,789 364,441 $66,375
18 $40,952 . $54,243 $67,533 $69,658
19 $42,883 $56,828 $70,773 $72,887
20 $44,900 $59,541 $74,181 $76,407
21 $47,028 $62,392 $77.756 $80,089
22 . $49,253 $65,383 $81,513 $83,859
23 $51,598 $68,531 $85,463 $88,027
24 $54,054 $71,825 $89,596 $92,284
25 $56,631 $75,288 $93,944 $96,763
26 $59,345 $78,929 '$98,513 $101,469
27 $62,168 - $82,739 $103,309 $106,409
* Compietion of 20 years of service and at maximum for pay grade.
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SHERIFF MANAGEMENT

SALARY'SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JULY &, 2008

GRADE RANK MINIMUM MAXIMUM  LONGEVITY*
D2 DEPUTY SHERIFF LIEUTENANT 360,460 $94,571 $97.409
D3 DEPUTY SHERIFF CAPTAIN $72,553 $114,215 $117,642
D4 DEPUTY SHERIFF COLONEL $83.436 $131,762 $135,715

* Compietion of 20 years of service and at maximum for pay grade.

DEPUTY SHERIFF

SALARY SCHEDULE
FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
YEAR STEP DS1 " DS DS Nl SGT
1 0 43642 $46,697 $498,566 $54 963
2 1 $45,170 $48,332 $51,715 $56.887
3 2 $46,751 $50,024 $53,528 358,879
4 3 $48,388 $51,775 $55,400 $60.840
5 4 $50,082 - $53,588 357,338 $63,073
6 5 $51,835 355,464 559,346 $65,281
7 6 $53,850 $57 406 $61.424 $67,566
8 7 $556,528 $59.416 $63,574 $69,931
9 8 $57 472 $61,496 $65,800 $72,379
10 9 550,484 $63,649 $68,103 $74913
1 10 $65,877 $70.487 $77,535
12 11 $68,183 $72,855 $80.249
13 12 $75,509 $83,058
14-20 13 $78,152 $85,966
21+ Li* 361,269 370,229 $60,497 $88,545
* Completion of 20 years of service and at maximum for pay grade.

Workforce/Compensation Workforce/Compensation 8-11
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FIRE/RESCUE BARGAINING UNIT

SALARY SCHEDULE
FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
Fi F2 F3 Fd4 B1 B2
FIRE FIGHTER FIRE FIGHTER FIRE FIGHTER MASTER FIRE FIRE/RESCUE FIRE/RESCUE

GRADE RESCUER! RESCYER ER Il FIGHTER RESCUER  LIEUTENANT GAPTAIN
A $40,797 $42,837 $44 979 $49.477 $54,430 $61,377
B $42,225 $44,337 546,554 $51,209 $56,336 $63,526
c $43,703 $45,889 $48,184 $53,002 $58,308 $65,750
D $45,233 347 496 - $49.8M1 $54 858 $60,349 $68,052
E $46,817 $49,159 $51.617 $56,779 $62.462 $70,434
F $48,455 $50,880 $53.424 $58,767 $64,649 $72,900
G $50,152 $52.661 $55,204 $60,824 $66,912 $75,452
H $51,908 $54,505 $57,230 $62,953 $69.254 78,093

| $53,725 $56,413 $56,234 $65,157 S71.678 $80,827
J $55,606 $58,388 $61,308 867,438 $74,187 . 883,656
K $57.553 $60,432 $63.454 $69.799 $76,784 . $B86,584
L $59,568 $62,548 $65,675 $72,242 $79,472 $89.615
M 351,653 $54,738 $67,874 $74711 $82,254 $92,752
N $63.811 $67,004 $70,354 $77,388 $85.133 $95,999
Q 566,045 $69,350 $72,817 $80,097 $88,113 $99,359
LS $68,357 LYal ,‘778 $75,366 $82,901 $91,197 $102,837

* Completion of 20 years of service,

e L

FIRE/RESCUE BARGAINING UNIT

SALARY SCHEDULE

FISCAL YEAR 2009
EFFECTIVE JANUARY 4, 2009
F1 F2 F3 F4 B1 B2
FIRE FIGHTER FIRE FIGHTER FIRE FIGHTER MASTER FIRE FIRERRESCUE FIRE/IRESCUE
GRADE BESCUER| RESCUERD RESCUER I DGHTER RESCUER  LIEUTENANT CAPTAIN
A $41,613 $43,694 345,879 $50,467 $55519 - $62.6805
B $43,070 $45224 - B47.485 $52,234 §57.463 $64,797
[ $44,578 $46,807 $49.147 $54,063 . §59,475 $67,065 -
D $46,139 $48.446 $50.868 $55,956 $61,557 $69,413
E 547,754 $50,142 $52,649 557,915 $63,712 $71.843
F 849426 $51,897 $54.492 $59,043 $65,942 $74,358
G $51,156 £53,714 ' $56.400 $62,042 $68,250 $76,961
H $52,947 . $55,594 $58,374 $64.214 $70,639 $79,655
! $54,801 $57.540 . $60,418 $66.462 $73.112 $82.443
J $56,720 $59,554 $62,533 $68.789 $75,6T1 $85,329
K $58,706 $61,639 $64,722 $71.197 $78,320 $88.316
L $60,761 $63,797 $66,988 $73,689 $81,062 $91,408
M $62.888 $66,030 $69,333 $76,269 $83,900 $94,608
N $65,090 $68,342 $71,760 $78,939 $86,837 $97,920
o] $67,369 $70,734 $74,272 $81,702 $89.877 $101,348
LS* $69,727 $73,210 §76,872 $84 562 $63,023 $104,896
* Compietion of 20 years of service.
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FIRE/RESCUE MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JULY &, 2008

GRADE NK MINIMUM MAXIMUM LONGEVITY*
B3 FIRE/RESCUE BATTALION CHIEF $68,835 $114,392 $118,398
B4 FIRE/RESCUE ASSISTANT CHIEF 75171 $125,822 $130,226
Bs FIRE/RESCUE DIVISION CHIEF $85,928 $142,663 $147.657

* Completion of 20 years of service.

FIRE/RESCUE MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JANUARY 4, 2008

GRADE RANK MINIMUNM MAXIMUM LONGEVITY*
B3 FIRE/RESCUE BATTALICN CHIEF $70,212 $116,680 $120,764
B4 FIRE/RESCUE ASSISTANT CHIEF $76.675 $128,338 $132,831
B6 FIRE/RESCUE DIVISION CHIEF $87.647 $145,617 $150,811

* Completion of 20 years of service.

Workferce/Compensation Workforce/Compensation 8- 16\\
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GRADE RANK

“ POLICE MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2009

EFFECTIVE JULY 6, 2008

MINIMUM

A2 POLICE LIEUTENANT
A3 POLICE CAPTAIN .

* Completion of 20 years of service.

$74,352
$84,677

MAXIMUM

$111,992
$127,934

LONGEVITY*

$115,912
$132,412

STEP  YEAR
0 1
1 2
2 3
3 4,
4 5
5 &
S
7 8
8 9
9 10
10 11

: 11 12
12 13

13 14
14 15-20
L 21+

POLICE BARGAINING UNIT

SALARY SCHEDULE

PO
$46,972
$48,617
$50,319
$52,081
$53,904
$55,791
$57,744
$59,766
$61,858
$64,024
$66,265
$68,585

$70,986

373,471
$76,043

378,705

EFFECTIVE JULY 6, 2008

Poll POl
$49321  $51,788
$51,048  $53 601

' $52,835  $55478
$54685  $57.420
$56,599  $59.430_
$58,580  $61,511
$60,631  $63,664
862,754 $65893
$64,951  $68,200
$67.225  $70,587
$60,578  $73,058
$72,014  $75,616
$74,535  $78,263
$77,144  $81,003
$79,845  $83,839
$82640  $86,774

* Completion of 20 years of service.

FISCAL YEAR 2009

MPO
$54,378
$56,282
$58,252
$60,291
$62,402
$64 587
366,848
$69,188
$71,810
$74.117
$76,712
$79.397
$82,176
$85,053
$88,030

$91,112

SGT
$59,816
$61,910
$64,077
$66,320
$68,642
$71,045
$73,532
$76,106
$78,770
$81,527
$84,381
$87,335
$90,392
$93,556
$96,831

$100,221
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CORRECTIONAL MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2009
EFFECTIVE JULY 8, 2008

GRADE RANK MINIMUM  MAXIMUM LONGEVITY*

C1 CORRECTIONAL SHIFT COMMANDER (LT) $56,914 $92,136 $94,901
C2 CORRECTIONAL TEAM LEADER (CAPT) $62,606 $101,350 $104,391

* Completion of 20 years of service and at maximum of pay grade.

CORRECTIONAL OFFICER

SALARY SCHEDULE
FISCAL YEAR 2009
EFFECTIVE JULY 6, 2008
STEP YEAR Ccol coll col 8GT
1 0 $40,538 $42 565 $46,822 $51,739
2 1 $41,857 $44,055 $48.461 $53,550
3 2 $43,426 $45,597 $50,158 1355,425
4 3 $44,946 $47.183 $51,914 357,365
5 4 $46,520 $48.845 $53,731 $58,373
6 5 $48,149 $50,555 $55,612 361,452
7 6 $49.835 $52,325 357,558 $63,603
8 7 $51,580 $54,157 $59,574 $65,830
8 8 $53,386 $56,053 $61,660 $68,135
10 9 $55,255 $58,015 $63,819 $70,520
11 10 $57,189 $60,046 $66,053 $72,988
12 1 $59,191 $62,148 $68,365 $75544
13 12 $64 324 $70,758 $78,189 *
14 13 ' $80,926
15 14 .20 $83,759
L1 21+ $680,967 $66,254 $72,881 $86,272
* Completion of 20 years of service and at maximum for pay grade.
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Fraternal Orderof Police, Lodge 35
Fiscal Impact Summary

Anfcle Item Description FYos FY30
24 Prescription  Paygo impact: County contribution fixed te 80% of standard option (166.750) {213,500}
Drug {employee may buy-up at their own cost), restrict generics, incentivize
Coverage maif order; increase high option copayments to $5/310
OPEB impact: $2.2 million reduction in the AAL (85.710)
803,000

§7 DROP/ Establish DROP program; increase credited service to a maximum of
Credited Service 36 years, including sick ieave credits; and establish eligibility for
: unreduced pension with 25 years of service, regardless of age (6.0

million increase in AAL)’

Total Fiscal Impact $ (106,750) $503.?90

' The Board of Investment Trustees may incur additionat recordkeeping costs of approximately $25,000.

Municipal and County Government Employées QOrganization, Local 1994
Fiscal Impact- Summary

Article Item Description EYD9 EY10
21 Prescription  Paygo impact: County contribution fixed to 80% of standard option (405,870) (811.750)
Drug {employee may buy-up at their own cost), restrict generics, incentivize
Coverage mail order; high option copayments remain $4/58
OPEB impact: $7.0 million reduction in the AAL (385,710)
41 Social Security Group E: Increase social security integration multiplier from 1.25% to : 753.000
integration 1.65% ($5.0 million increase in the AAL)
44 RSP/GRIP Increase employer contributions from 6% o 8% effective July 2008; 2,852,700 2,068,000
offer GRIP July 1, 200%; implement 6-month election period for .
employees hired on or after July 1, 2,0091
Total Fiscal Impact $2,446,830  $1,623,540
' The Board of Investment Trustees may incur additional recordkeeping costs of approximately $134 000,

Montgomery County Volunteer Fire.Rescue Association

Fiscal Impact Statement

Article ' Hem Description . FYQ9 FY10 EY11
5 Association County 1o increase funding to MCVFRA by $50,000 $50.000 $50,000 $50,000
Expenses
5 Vehicle New vehicle for Association business - - 40,000
Contract Provide increased number of contracts , 800 - . -
5 Firehouse Provide one terminal, software, communications line, monitor, and 5,000 - -
_ Terminal printer
5 Awards Dinner  County o sponsor annual awards dinner in April 5,000 5,000 5.000
11 Tum-out Boots  All active members on the IECS (874} wilf be supplied with leather tumn- - - 233,350
out boots ’ '
11 Gear Bag All active members on the IECS (874) will be supplied with a gear bag - - 38,33C
12 Nominal Nominal fee of $300 or $500 in July 2009 and $400 or $600 in July (212,600) 91,680 168,920
Fee 2010: LFRDs must have approved standby programs for volunteers to :
be eligible for the nominal fee .
New Drug Random drug testing 18,750 18,750 18,750
Testing
New Online Training — development of on-line courses 3,000 3.000 3.000
Classes
Total {$129,950) $168,440 $558,350

8-16 Worlkforce/Compensation FY09 Operating Budget and Public Services Progrcm.FYO?-M@
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international Association of Fire Fighters, Local 1664

Fiscal Impact Statement

Articie ltem Description FY03 FY1D [ a k]
171 Assignment Pay Primary and backup scheduler differential effective July 2008 $8,870 $67,180 $67,180
Hazardous materials, breathing apparatus technician certification, fire
code. fire investigation, urban search and rescue, swift water rescue,
and scheduler assignment pay increase to $1,837 July 2009
17.2 Special Pay  EMT and CRT certification pay and hourty differentials. CRT/CRT-k - - 169,670
Differentials ~ $4.515: EMT-P - $6,080 (0-4 years), 57.391 (5-8 years}, $8.701 (8+
years): hourly differentials increase by $2.00 July 2010
19 Wages GWA and service increments. 2% July 2008; 2% January 2009; 4% 4282840 10.597,550 18.968.710
New longevity adjustment at 28 years of service July 2009 - 303,910 303.910
20 Insurance Paygo impact; Counly contribution fixed 1o 80% of standard option {108,260} {216,510} (216,510)

{employee may buy-up at their own cost), restrict generics, incentivize
mail order; high option copayments remain $4/38
OPEB impact; $2.4 million reduction in the AAL (128,570) (182,860)

51 Pensions Expansion of the list of ilinesses for which an employee is automaticatly - 199,000 199,000
entitled to a service-connected disability retirement ($1.6 mitlion
increase in AAL)

54 Tuition Assistance Increase the maximum aliowable $100 each fiscal year to $1.630, 5,910 11,830 . 13,720
$1,730, and $1.830 in FY09 through FY11, respectively
57 ECC Increase ECC certification pay to $2,000 annually beginning July 2009 - 19,380 19,380
22 Prevailing Rights Bottled water provided at each station 30.000 30,000 30.000
Side Drug Testing  Random drug tesling 15,000 15,000 15,000
Letter
Side Parking Worksite parking improvements 31,500 31,500 31,500
Letter
Total $4,265,860 $10,930,270 $19,468,700

Fire and Rescue Service Management

Fiscal Impact Statement .
em Description : FY09 FY10 FY11

Wages GWA and service increments. 2% July 2008; 2% January 2009; 4% $250,150 $679,530 $1,285,300

July 2008; 3.5% July 2010; schedule adjustment July 2010
New longevity adjustment at 28 years of service July 2009 - 152,430 152,430,

Insurance Paygo impact: County contribution fixed to 80% of standard option (4870) | (9,750} (9,750)
{empioyee may buy-up at their own cost), restrict generics, incentivize
mail order; high option copayments remain $4/88

Pensions Expansion of the list of illnesses for which an employee is automatically - 9,000 9,000
entitled to a service-connected disability retirement ($89,000 increase
in AAL)
Drug Testing  Random drug testing 530 530 530
Total $245.810 $831,740 $1,437,510

Workforce/Compensation Workforce/Compensation  8-17 (/3—5)



Pass-Through Costs for Non-represented Employees

Fiscal impact Summary

Item Description EYo9 EY10
All Non-represented Employ'ees
Prescription - Paygo impact: County contribution fixed to 80% of standarc option (employee {211,410) (422,810
Drug may buy-up at their own cost), restrict generics, incentivize mail order; increase
Coverage high option copayments to $5/$10 .
OPEB impact: $4.4 miliion reduction in the AAL (257,140)
Non-represented Public Safety Employees Only
Social Security Group E: Increase social security integration multiplier from 1.25% to 1.65% 279,000
Integration  ($2.6 million increase in the AAL) )
{Group E) .
DROP/ Group F: Establish DROP program; increase credited service to a maximum of 111,000
Credited Service 36 years, including sick leave credits; and establish eligibility for unreduced
pension with 25 years of service, regardiess of age ($898,600 increase in AAL)
Other Non-represented Employees Only
RSP/GRIP  Increase employer contributions from 6% to 8% effective July 2008; offer GRIP $1,592,880 1,197,000
July 1, 2009; implement 6-month election period for employees hired on or after
July 1, 2009 s
County Retirees
Prescription  Paygo impact: County contribution fixed to 80% of standard option (employee (471,370) (942,730}
Drug may buy-up at their own cost), restrict generics, incentivize mail order; increase
Coverage high option copayments to $5/$10
OPEB impact: $11.9 million reduction in the AAL " (257.140)
Total Non-represented Pass-through Costs $910,200 $(292,820)
! The Board of Investment Trustees may incur additional recordkeeping costs of approximately $61,000.
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TOTAL COUNTY COST OF EMPLOYEE BENEFITS
' SOCIAL  GROUP |

DEPARTMENT SECURITY INSURANCE RETIREMENT TOTAL

General Fund Tax Supported

Legislative
Board of Appeals 32,860 24,650 53,400 110,910
County Council . 479,720 685,900 820,200 1,985,820
Inspector General 36,800 32,200 40,470 109470
Legislative Oversight 63,910 116,500 142,720 323,130
Merit System Protection Board 7,820 15,600 10,680 34,200
People's Counse! 12,340 1,530 " 33,280 47,150
Zoning & Administrative Hearings 25,340 24,250 30,140 79,730
Judicial
Circuit Court 453,130 729,200 831,430 2,013,760
Staie's Attorney 676,010 948,870 1,103,360 2,728,340
General Government
Board of Elections . 172,400 201,270 . 180,840 554,510
Commission for Women 63,430 80,270 - 114,530 268,230
County Attorney 268,890 266,290 578,520 1,113,700
County Executive 309,560 491,240 551,630 1,352,430
Ethics Commission 14,050 22,160 40,970 77,180
Finance 498,280 972,300 929,580 2,400,160
General Services 774,040 1,875,570 1,726,710 4,376,320
Human Rescurces 297,880 303,780 499,310 1,100,970
Human Rights 124,670 165,040 305,150 594,860
Intergovernmental Relations . 38,030 40,930 69,930 148,890
Managemeni and Budget 213,690 246,190 350,640 810,520
Public Information 58,780 77,850 166,010 - 302,640
Regional Services Centers 191,560 263,380 471,880 926,820
Technology Services 1,033,020 1,515,440 1,746,570 4,295,030
Public Safety
Consumer Protection 135,240 216,210 391,790 - 743,240
Correction and Rehabilitation 3,022,980 5,815,940 9,327,030 18,165,950
Emergency Management and Homeland Security 66,160 102,840 136,510 305,510
Palice 10,229,730 19,266,740 35,048,500 64,544,970
Sheriff 967,210 1,707,500 2,860,360 5,535,070
Public Works and Transportation
Transportation 1,418,740 3,372,850 3,105,170 7,896,760
Heaith and Human Services
Health and Human Services 6,513,230 11,932,030 10,437,740 28,885,000
Culture and Recreation
Pubtic Libraries - 1,762,180 3,485,980 3,444,800 8,692,940
Community Development and Housing
Economic Development 276,470 455,350 397,740 1,129,560
Housing and Community Affairs 263,910 478,780 609,750 1,352,440
Environment
Environmental Protection 201,010 354,760 326,480 882,250
Other County Government Functions
NDA - Compensation Adjustment -167,950 -38.,870 -174,660 -381,480
NDA - Conference Center 7,110 5,360 7,430 18,900
NDA - State Positions Supplement 8,290 8,490 19,760 36,540

Total General Fund Tax Supported 30,552,600 56,274,470 76,736,350 163,563,420
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Special Funds Tax Supported

TOTAL COUNTY COST

SOCIAL

SECURITY

‘GROUP

INSURANCE RETIREMENT

OF EMPLOYEE BENEFITS

TOTAL

Economic Development 7,110 14,930 7,430 29,470
Fire 8,020,620 14,600,840 33,129,260 55,751,420
Mass Transit - 3,270,390 8,014,790 4,859,400 16,144,580
Recreation 1,298,760 1,443,470 1,700,060 4,442,290
Urban District - Bethesda 3,510 8,660 3,670 16,840
Urban District - Siiver Spring 107,080 192,710 104,210 404,000
Urban District - Wheaton 68,060 130,690 58,560 267,310
Total Special Funds Tax Supported 12,775,530 24,407,080 39,873,200 77,055,910
Total Tax Supported 437328130 80,681,560 116,609,640 240,619,330
Special Funds Non-Tax Supported
Grant Fund - MCG 2,574,360 4,870,510 4,147,230 11,592,100
Cable Television 113,210 189,230 159,160 481,600
Montgomery Housing Initiative 66,300 125,850 112,610 311,760
Water Quazlity Protection Fund 101,670 192,610 164,660 458,940
Total Special Funds Non-Tax Supported 2,855,540 5,378,200 4,590,660 12,824,400
Enterprise Fund Non-Tax Supporied
Community Use of Pubiic Facilities " 133,280 293,800 228,810 655,890
Liquor Control 1,390,120 2,853,200 2,225870 © 6,469,190
Parking District - Bethesda 107,320 190,840 181,480 479,650
Parking District - Montgomery Hills 2,160 3,770 3,460 9,390
Parking District - Silver Spring 116,650 199,810 185,250 501,710
Parking District - Wheaton 15,300 31,290 25,890 72,480
Permitting Services 1,307,620 2,271,650 2,811,500 6,390,810
Solid Waste Coilection 65,450 113,680 127,990 307,120
Solid Waste Disposal 493,170 997,430 819,410 2,310,010
" Vacuum Leaf Coliection 197,760 398,410 319,040 915,210
Total Enterprise Fund Non-Tax Supported 3,828,830 7,353,920 6,928,710 18,111,460
Total Non-Tax Supported 6,684,370 12,732,120 11,519,370 30,935,860
Internal Service Funds
Employee Health Benefit Self Insurance Fund 76,240 140,520 98,090 314,850
Motor Pool 1,064,960 2,190,250 1,588,090 4,843,300
Printing & Mail 132,490 230,050 318,630 681,170
Self Insurance 206,180 340,590 339,890 886,660
Total Internal Service Funds 1,479,870 2,901,410 2,344,700 6,725,980

8-20 Workforce/Compe'nsaﬁon

FY09 Operating Budget and Public Services Program FY@\




£-Q ”m.oSom.
papung jupioy [pjol [ pamoddng xo]-Uop] [0l [0 Aieyes dl|qng pededdng xo Dol (] Asjog 21gng uaN pepoddng xoj [oe] 0
6002 8002 1002 900z 6002 Y0028 £002 2002 1002 008 666} 8664 1661 9664
. : . . 0
- — - — - - - — - — — -
. J— - ——— T B e —_ J I —_— J— —_— . e . — T
v 20 s 05y ere try 85 159 - oy or'e w wy os
- - -— _— R —_ — Ra— _— _— —_—— P —— o ﬂ
-1} — _— — — — — —_ - _— - . — e
B ¢
. - . S o .9
s 5
] :
]
- - x - 96’0 - 8
TE . o
iR o'l W' 1t eeo | | 550 | Yevod] 4
NI . Tlows | v LY B ST 0T
; g YR ALY DEEQH - Fpe0% .
| (44! __ ROE DT . 1L o] [ Lk v 316 888 288 850
e < e R A1
466 09'6 £5'6 gL'e 9’6
5201 ¥201 i

" popusiuioiay 50Ad ‘PeAcAddy B0A4-96Ad (AHODILYD ONIANNA AS

wZO_._.SDn_O..._ 000l ¥3d SYVIANYOM LNIWNHUIAOD ALNNOI QIAO¥ddY 40 ARAOLSIH

72

8-21

Workforce/Compensation

Workforce/Compensation



£00T ‘0€ Qunf SUIpus Jed A [eIS1]
1oday enuuy

Sue[J JUURINIY
ma%o_nﬁm— A3Uuno") AIW03IUOA]

LRI (B H E@Eumoi: JO pieog




ol

"0Z28-LLL-0¥T 18 93O paeog o)

|22 aseaqd ‘suonsanb 1o JIGATS PUANITODATSUIOSUOUT AALA 12 9115 gam S, preog] 2y sia asea|d ‘sue(d JUawai1al 335y || U0 UONEWLIOJUS PI|IEIAP 104

852§ 99 % 061 § +0f § 659l § 9%0r § FAER jau w1 Aduwy> plo]
i L4 11 L'v P8t 00rl FU0RINPIP 0]
- - [t to ol vT sFsuadka saneasIILD Y
Til FTl £y 144 90 g4 Spunyay
- - - - 6521 29 sujausg
HonNpMI | EIT § 6'6PZ 706 § 90zl % LLOET S CFILT 8 RITFE Jau 0],
0'LE Oer £ I'SE 16 EE) THON TP (610, - - - - L6iY 68E 13R1qEr]
502 [£43 8 Tt 0'L8l BOTy FUOIUL JURUFLAAU JIN CElT 6'GhT 06 9971 PLIST CEOl'E Haise Mo
91 a9l to6s 89 9 F91 SUONAQLILOS J3QUI Y 50 o gl 01 FFl €Ll SqeAIIIY
- H - $ e § Tl § 78 3 voll § SUCHNGUILOY 1340 dury FIIT § (-} 4 o8 § goll § 0EE9T $ 0'980'¢ FJUAUIERAUT pUT YSE])
uwﬂﬂmvwlv< TANSY
900C L00T 9002 LOOT 007 2007 906 £A0T 00T L0O0T 900¢T L00T
424 ot <] d2>d 454 k1 c
B, (sue) B ) Ts9onIAD T
i massy jey oy adueg) N .. massypy Y

:£00T 0 sunf Suipua pouad ayi 10)
sued juswainal a1 Joj Uoday [erouruL [EnULY 2AlsudyRIdo]) Y1 WOL SI9SSY 1N Ul 23UBY) PUR S135SV 19N 341 JO UONEIUISAId PASUSPUOO B ST MO[3q UMOYS

‘sedionred gp6e pue s1asSe 19U UL UCH W §°64+Z$ PRY JOd Y1
LO0T 0 aunf JO Sy "3poy) aNUAIY [RLIU] Y1 JO /S Uondas o) Juensind paysijqels? ued Arejunjoa e st (dD() ueld uopesuadwo) pauajag Aunc)) ay e

siugdonied (3ADBUI | | £ PUE JAIIOE £6T'F) $96'y PUE SI9SSE 19U UL UOI[|IW 9°0Z 1§ PRY dSY U1 LOOT DE 2Unf JO SV "p661 ‘| 39q0100) 12y Jo uo painy sakodusa
£13yes ojqnd urenad pue £13pes orjqnd-ucu [[e 0) sHyeuaq Suipraoid uerd uouNQLIUOS PIULSP B SE pG6T UI PAYSI|QRISS SEM (JSH) UB|d STUIARS WBWAILTY 3Y Le

*S11JoUaq SUIAIA0AS SOLBIOLIUaQ
pUE s32121 266’ Pue siuedioned 2A00Bp67 S PRY SUT 24 L00T ‘0 sunr Jo sy "saako[dws wun Funuredieq Aajes arqnd 1daoxa “pe61 | 190100 Saye SO
uo palty saaKo|dura o} PIsO|d PUB ¢96[ LI PIYSTIGRISS ‘UOL[JIQ L7 JO S19sse 1ou yna ueid uotsuad pjousq pauljap € st (SYF) waysAs wawainay seakopdwg ay L.

"sur(d JUAUAHISL A JOF PAYSIGRISS surelFord JuaunSaAuL 3211 Y U0 £QOZ "0 unf BUIpua 1834 [BISY Y 10f uoda fenuue sry) Juasaid o) paseald ate o

‘sued JuawIaInI 34) JO UolENSIUTLIPE ABP-01-Aep 2] Bu19951aA0 10J 3|qisuodsal 11901 FANENSIUNLPY Jo1Y7D) S, AJUN0YD) YL SSLEBRILSUI]

Ji91 pue sue]d 1UaWAINY ssfo[duiyg ay) Jo sisquistt oy 10y swiesdoid Juaussaaul Juapnid sFeuRU 0} ST SIS, JUSLISIAU] JO PIEOE I SO UOISSIW 24 ],
5301SN1 |, JUSWUNSDAU] JO pieOg WOL

saLE(IjaUsg puk ‘saaray ‘sasdojdwy 01

MITATIA()

L00Z 1 19qua0(}




. :o:ﬁ.ﬁ_:_Ev<
uoneOSIuIupyY
Ia[onuo) Hjausg
JusunNsIAU]
WRWIY .
nosay -
Iaueu | mucoME:m o J01931i(]
JoJoypang H JANNIFXT
) Jo o
I3 (stoquiapy uaany )
aalBnSINUIpY LEEIRIR
Jay JuaUNSAAN] Jo pleog
L |
aANNIOXY
Ano)

TIONEZIueSI() JANBOSTUTWIPY

SUB[J JUSWIDINTY

6007 YoTew sandxg una],
aaneasaiday seriojdwy painsy
INUIN "H Arwpy

§00Z Yoy sandyy uuag
sanguasaiday [1auno) funo) Lawodiuop
wudu] ‘| es0)

BERITINRT Tg S |
J013AAIC] JJRIS [19UN0) Ao Alsmofiuoy
qdeq g waqdyg

123G LRI e
128png pue luswageury
J0 1019311(] Aoy ARwoduon
yaeaq o gdasop

B00Z Y2reN sandxg uua]
aaeluasaiday vonezmedio aafojdwyg
Apey “q 1BEM

010T YMEN Sandxy uua),
aanewasaiday vonezresig sedodwy
fmainag
Uy oui)

3002 ysiepy sandxyg uwa]
saneiussardsy nun Sunnedieg-uon
uoneansy jo waunedac
funoy Asswoduop
JIIEY “J BIPUES

6007 Yare sandxi wia ]
2anEIIsaday [1PUno)) AlUNoT) AIRUDRION
-af ‘ndsaqps 3Bpo

8007 yE N sandxg
uuz | saneussaday voneziuedl) s3kodwy

agppng "q L2ay3f

QUL SINYO-XT
20UBULY JO 103221 Aluno) AsmuoZiuop
pRaaey 7 J30031

12quIdly O1NYO-XT
$921N0%3Y uBwIny JO
10319321 Lunoy) Awoduop
Japv ydasop

$00Z YITEN Ssalldxy wua]
aaneuasaiday agqnyg
1Ry 3TA
nafs) "W uodeyg

00T YdIe saardxg wua ),
aaneuasasdsy ayqng

1eY3

uosdung -7)§ €pRX

S391SNI], JUAUNSIAU] JO pIeog

7



916+ SO U] 3yl 40f wanias pad auo ay [
(Sugiva 152481y ayy 81 401y 201f) AsSULOLY AQ SPUN{ ADIS 341f 40 MOf SO PaIDd 343M 1294511 Y3no.al paaaffo spunf ayt {0 9499 L1007 ‘OF aunr jo sy [

unjd uoyvsuadwoy pasiafoq "

QgL | SOMNUDLS 3y} 40f wanpaa apad auo ayf
(Buvt 1soy31y ayi st ADIS aALf) ADISTMORY A SPUNS ADIS 2AL] 40 4nOf S P304 2430 (HIPLT Y30yl pa.sffo spunf ayl f0 945€ LOOT HE dunf Jo S¥ r

uvjd SIuIAng JAUINIY =

.:_m.—.:umm.wmx.m._ﬁm.:namf\o&.::m,ﬂmn ;mn :E:SENmSEhm«Sﬁﬁ.&Q%mﬁ.qhow._mnxcmam,pm\
pup 32l 3yi 40+ Poriad vk auo syt 1of synsa Sutriodas spunf uorsuad Jpqnd appius Aq paaatya suanad fo usouad |6 upify 4211aq 40 ‘Juadiad
& dor oyl ug payups uyad SYT YL LP07 ‘0F duny papus nail ay dof (vaaf wowaSounus iayb) %577 81 JO WAL JUFUIISINUT UD PIAIYID SH T Y | 0

wasds quswaanay  saadojdwsy a

WAV umo sit paysyqnd soy 1t 1oy sapad

U2KES At JO YOV JOf pADMD STyl PaNja2ai svy panog 2] Suttiodad [proupulf pup SuiuncIn juawudaa08 Ui SpADpUDIs ISy Sty dyj yiis 20uDI0fit0D

sozuidooas joyy peomn ppuoyon snotdisadd v s1 WA fo AWIYiLII Y[ YOO (F dunp papus wal Jpasy ayl 40f (YA ¥D) roday piivul
ponutp 3arsuayaiduio) sp 10f papog syt 01 WMAMIANYIY JO 2DLiLi3]) Yt PApIDMD (V().]0) UONDIIOSSE SIdINJ) aUDULT JUMIUIIACD) Y | r

Sunsoday ouvuly ul us(jadXy L0f AU fo Ipdfipaa)  u

SIUOUIAIYOY pIeog

‘52101 JUAKISIAU] 42YJ0 PUD UOHDIOYD 13550 ‘Suoido Juauiisaaut uo HoDLLOfil
ynm suuvdionod apiao.d o7 sADUIWSS IS ([y228-1q 43fJ0 01 panuinics pup suotisanb updionawd of puodsai o) 4of 1fouaq [pruup piag o]
$401235 jaydput 3yfizads up isaaut o1 Grunrioddo ayr szuvdioniod paoffo o1 ;07 1aquatdas asoaffs sButiaffo punf mau pappy I

. ‘spundionaod of saaf 1amo) up Sulipnsat pun.g yinen) dooy powg uosopy 837 pup
QoI S, 4auitayuadd() DI fO PUNL] YINOLD) FY L A0f SISTDID 24DYS 1S0I-damof Bulaffo Aq 1201 4G PIATIIIL BUlDYS SNUINGL JUf] PIAZMOT o

ublg uonvsuadio) paifoq =

"$401025 13yaput 21fidads uy jsanut of runtioddo ayt spuvdisnnd paoffo o1 [gg¢ 4aquaidas aayoaffa sBuraffo punf mau pappy o
sjundiotrand of suoissas Bujasunoo ajpsuo puotippo Suriaffo Aq AipapLy A panacas 3ulipys Ri3424 fO JMROWD 2y} PAIZMOT I
‘SUDISSIS JDUOYDINP? pup Sutjasunod 1of 4aist8au o) sjupdionaod wf wapsls auruo pasog gam padojanacy r

UDLJ SEUIADS JHOWIIANIY o

(Bipua) S31ANIS WO 4f FNUIAIL PISDIIIU]) STUIMIIUDYUZ FRUINDI PUD (SUOTTINP 3L 23 Buipnjouy) sa.nspau ZUIADS 50D [D4IADS PIINLSH] n

spunf-fo-punf {imba appard 1raap 0sy fo vopppy sl puv ‘vydip apgpidod 'SappuDUt ADLIA0 KJUILND (BP0} o010/140d wanisaaur papuodxy r
SUANY 24 JUIWISINT PISTALIU PUD YSI4 5, C110fLeod oot mmh o taaSoupu 43113q 'sa18appas watsa mau Buippr Aq onjofiiod pusugsaau]

iy} O HONDI[ISABAP JIYJNY UL JIRS2L [IN YUY WOIDIO[ D 13SSD DBFIDAIS PIsIaaL o Jo uortoquatuapdwy oy wi Sunymsad {puys Ap1qoIy 13550 PAIIRPUO.) r

wasds Juouianay saadopduy =

L00T Ad sulIn( suoiRy pieoy




Butuuoyd judtua.112.4 Ul 110ddns aA1303.4 pup “SIADU JUIULIS AU
f0 a3paymowy oyt asvaout ‘Ajispa pun 5&2:@ UoNDULAOfitl 2012004 STupd1d11Apd djaYy 01 SI1ALDS JUAUISIAUL puvdxy ©

‘sa15u23p
A4opn3as ynm mu:c:&:eu ul saUnd0d SUOLIS AqQ paZDUDIL 240 PUD ‘ISOT ISIMO] Y] 24DY '3I4N0S juapuadaput uv 4q

poansvaut sp “siauriofiad jsaq i Suowv 240 s3uriafjo punf joiyy aansua of wp430.d UAWISAUL DYl JVNIDAD O] INUNUOD T
wondo modod Apnuup up Zuriaffo fo Anpiqissod ayp saopdxy
2:3&3:3& 0 sa3f ‘a::& ut Supnsad m._:q:mc punf paiSuiumos ays ynm suondo punf porpmu yivdsfiT g ayl sovpday o

0

uvjd uonvsuadwo) pariafoq

"DPSaYIag ul 2010 [pI0] 4134} IO SADNLAS AISUG pur SUBdionnd «of SHOISSES

damsunuoysanh juaugsaau; apraod 0 JIQDIIDAD SHOISSas FUIJISUNOD JUO-UG-UO O Jaquuiny 3yt pundxa Quaplt Suiisanbay o
supyd
Juawairaa o1 uotippo up Suiuuoyd jououyf puosaad [0 aoupiiodun sy ySyySy o Qootporiad .&:a&u:gcm o1 Sjtous ME.sz,..\.m_ L]
212 ‘118 QoM 5, QyapLy ‘Buruuvyd [o1oupulf HolpIo D 19550 31} SO YONS ‘Yuow Yopa payySiy3ny Suaq Juysaaut 40
EEMDLQ a1 fo mh:uﬁ. U yim SUGLSSAS Buljasunod jusutisaau fonuup aa4f jo Appquiipar sy fo Ajeariond stupdioaod Sudfion =
:Aq stupa8o.4d voyponpa juawgsaaul pubdxa o] anuiiuo) 0
-a3f apqissod 1samof

3yl 1o 3jqoiAD St spunf bcuzv do; fo 25_@ paifisianp v jpyi aansuz of siupdionapd of paiafjo spunf jonnui 2y} &m:&% o

UD[J SSUIADS JUINIPINPPY  ®

Y514 fO 1249 2)qp1da20D UD UIYNM UAnJa4 PAISRIPD ys14 3jqissod jsay3ty oyt
2431yop 07 o1jofiiod | YT Y1 01 UCHIDILISIIAIP Ul PUD UiRI4 Ul ]0G UORGLITUOD SII SNSAIA L0]D3S/4dFDUDUL JUIULISDAUT
Yora fo Y514 3y} J0JUOW pup ‘1oNnJoad ‘azApun of 123pnq ysid ayi pub SiSAouD (o) YSR] ID o4 24y} asn 0} INUYUO,)

. '$IS0q 21s1UNi0ddo up o suoHDIOND 20isa a4 awaled pup Ainba aard ayp o pymg  ©

"SUANFIA [2YADW Y} 4340 DYdp [pUOIIPPD 2onposd 0f $218310.418 Uuanjad dinjosqo Buisn fo A1qisvaf
Y UIULIIT “SIUIQDI] S, UDIJ Y] OF SUNIIDW 4311aQ 1 apiaod 0] 0110f140d 5, uD]f Ayl 01 SANNDAS UOUDNP-3uo] pPY  ©
"SUB2A [D43435 1XIU 3yl 4340 2o0jd Burypy Sa13a1041s juaugsanu; wau ajqissod fo uoypuauapduit :
ﬁ:a&%&\c%&%&ca&3:.:5%5Eazwmx_ﬁ%&usi..m@.mﬂmctc.%:c:cuc:uﬁmﬁuuwm&c...h.qhmﬁ;&m«\::mﬁm..i::a

il

WwaISAS Juauia1aYy saadoydwy  w

SOANIENIU] pJeog Juo.Lin)

L/r



"3A0QE BY YIIM JUISISU0D 3]qIssod S 1N [E109 JO S1EI B YJ1y Sk 9Z1|8dls
: pue ‘519558 SYH 2101 )
10 anjea 211 ut suonenany spisumop fenuagod yun 0) ysu oijopiod sFeuew.
(23] 9109 94,1 '} SEM SIUDUNSIAUL  SYH Yl U0 1Injal
JO 9jEI [RNUUE 3Y) ‘3pedIp 1834 [BISY LQ0T-R66] AU} 10}) UOZLIOY W) ULIS)
Fuol e 1240 ‘Ajenuue ju2o1ed g JO WNIAI JO 3181 PAUNSSE [RLIBNJIE 24} 3ZI[EAl.
101 24k S3AN0RHQO JuaunsaAul 31319ads S preog AL 'SIISSE
2y} JO anjeA 2y ur saseasoun uua) uof 10 jenuaod s Furznarxew apym pasodxo
S1 YT Y1 42IYMm 01 ¥SU 9Y) [O[U0D 0] s}lom preog SY L "saoijod jusunsaaut wuspnid
pue punos pado[aAap sey pieog Ayl "s}esse §HH JO JuaaFeuriu ayp FulaasiaAo U]

"JO193S OB ulylim siadeunu

JUSLWISAAU] 31 JO aouguuUoad S 91en|ead 0} “10309s 1B uipm sanfunyoddo
JWISIAUT S[GRIIBAR [} JO Isou uasaidal tey) sauedwios Jo ¥Ipul ue A||Bnsn 101035
JONIBU 4Ors 10J SHIEWLOUI] SaysIqeIsa pieog 3y ], “jIewyauaq Suipuodsaliod ayi 0
paiedwiod 101995 IUAWISSAUL YIBS UL §13558 YT 2y Aq paaalyore £00Z ‘0F aunf Surpua
Je3k [£251) 3y} 10] SUINIAL 2Y] S103[321 YI| Y] 03 MBYD YL 4] LIS [B21 PUE “%%()]
SPUOQ X3pUL BONEJUl [BqO[S ‘0, €7 9WODLI X1 ONSIWIOP 95 | Z Sauinba [euonEILIBIUy
‘o4 A1nba ajealid ‘o4 | sanba ousawIop (£0OZ ‘0E SUN[ JO SE UONEIO|[E SUIMO||0)
oy wi Junnsal $10199% JUAWPSIAUIL JO ALl peoIq B 0] SI3S5E §YH SA00[|e pleoq YL

W4l WL0L IPLQL SRALEWRTY LEITN swosu pex|4  hurs PRIk

SRS e
EU L]

wewyousge Ao AawoBuopa
&ELL

§39] J0 550.15)-55E[ ) )58y A SUINIRY 00T Ad

S3LINSEal|
Aeg-o6 m

peo.d
dnouogmo g

34vA 0O

S
Buibssugm

005 J4'8S B| s0/08/9 Buipuz B9, 05
SUIN)SY NIpL

“94,57°C 01 24| WOy 18l ) JurAous Uy PIJNSal UOTIOR Pad UMM UL (0T 2OULS SISIRT LAIIUIAIS
snotaaid a1 01 1seu0o dieys Ut sex syl Ivjew Suisnoy Suimols syl adeuet 0} padwiane A3) pue pajerapow
samssad uonepu se pouad Yuou 7| Y] 10§ 9457°S 18 P[oy uo (91 Spuny pa.f ay1) sajel 1day 3a1asay [e4apaq 2L

. ‘poutad quuow 7|
oyl 70} %4809 dn sem “xopu] proig dno1nni 2y Aq paINSEIW B “1I9NIBW puoq PReIq AL %bt | [ Fuiinal 101958
Suuuopiad 1598uons aq a1am (Spuoq speId JUAISAAI Mof2q) SPUCq PIRIA Y1y ‘101995 JW0UT PaXY ) UIYHIA

‘TR prOIq A1) ST [[am se suediaunod qimerd nayy paunoyiadispun
pue 1auuopsd doy sy 1ou fiam Sjpo1s odA) anjea Jaj[EWS [BI9AJS ISE| A W Jeak ysiy Sy Jo4  XIpUL
GOS dWS ) £q PaINSEAL SB 04/ §76] PILLNIDI JANIRW “§ (] PrOI] A ‘U0SLEAWOD U] %66 FE PAUED YA SHOOIS
e FuFiswn pue %00 L7 dnXapu] W vH Ul AQ panseatl 5B 'SY00)S [EUONBLLIBNIT 219 S10103S dunnoyiad
1890 AL PAXHU 213m /(g7 'OF Sun Juipus 1feak aiy) Joj SUINIA JAjIEW WEH U 03 MeUD AU] UF UMOUS Sy

[

JIUCILI0JI0J JUIWIISIAU] SU A — SIUSITUSTH IIBA]




e ppL U, | g ol sty fng dansy wef st nguaee 8

PE TN N30R SAFAL

w0t e SWE RND UG T LR BT 66l Bl isel Sal S8l fbel Bl D66l fool  ousd stassp ) fo anjpa oy
us saspaouy wast-Suoy tof ppuuaiod ayy azpusxow [jia joys sapood
fususoaut wapnid pup punos patiajdus of SaHUIINOS pDOg

U} 2402 PAIOY S SAIIS papunf-Arinf aaawor o1 ST aifi dof
(uoynu £ £9¢) paunbas unowp [puolppp ayi $133ffa4 13dvy doy ays
SO UMOYS D240 Y[ PAPURS 9466, SPM ST Y1 1007 OE 2uny o
Sy paspasoap smpis papunf ayy siuswdod 1fouaq aannf aoydry 10f
SOUIIGI] PasPa4UL PUD ZOOT-GOOT HF S12Y-0M [DIououlf jnoyfip ayi
Jo 2srp22q Ing papunj-Aynf {papau som ST 241 00OZ 0§ aung fo sy

SNOITUK

. : pauayBusys
. SOM Sy 241 JO SNIDIS papunf ayl pun ‘[now 1pyj ajqrop Apau jv
papuny aZo1usriad — M2 §135S0 241 ‘SO66 1 2] Yy Jo s1ayaowi Apnbs Suoars ayt Suiinc]
st upad 45d 958 LD JlIM SIPSSD 2yi S3unssD AUNO 3yl ‘SYF Al
oE Sutpunfuj -sapad ayy 4aa0 513550 Ut {inoa3 ayj fo ymg ayy masadad
e 14Dy 2yttt 42AD] SIPpPI PIOS oY} SO UNOYS) STUIDD 3Y |
oy

SAILITIGVITSA SLASSY NVId NT HIH 04D

(LY 3Yy Ut 13AD] WOTIOG DY) SD UNOYS) SN 41 JO UOHDLSIUIPD i YIIM PAIDIIOSSD SIS0 4310 Aod pup SaLuwIoLaudq pup $23.41124 01 Stuswdod
 nifouaq ayoui o) Ajuipuitd pash a4p 5, Qo ayl yra Suopp ‘suounqiuuod anof Lioysty «pal-/ [ 0 40f 1B oY} o) 1Dy oyt 0] 4324 2502} SYH. -
oyl Jo SV pUD SISSD 3Y1 [0 SIDIS Y1 1NOQD BUIMOLy Ul paISaLag) aq Abw noL ‘MD] QURo) Ynm 2upp.0ddD up prod st 1fauaq Sy mod iy '

SN 241 Jondua) $12550 PIISaAuU] 4O PIUIDI JUROUID Dif] SIOP MOE]
UZIS-212-0FF 10 $2240083Y upwnyy fo 331410 a1 1oo1o
Jfauaq Qw uo uoywLoful a1ou purf [ UDI MOH

SYT 3l fO STUIUIDS JULGSIAUL 3L} 10 PANGIUUGT
ROA JUROWD 3I] HO PISDQ JOU 1 PUD IUFWAAN2L D 58D pup ‘2210435 patpada jo sapa Lpps anod uo pasnq st jyouaq 4ol \wj (uroly 43pury

. cpawmowd wfauaq A st Moy
TULLTY HMROUD UONNGLIM0D A)yaam-1q 2yl 01 1xou gris od yays uo uondiidsap Sutmoof ayt aavy Sy oy ut apddniod oym saadopdury
4 Juvid suyp ut paoddavd v, fi mouy [ op moly

(SH) W9)SAS JUSWIdINNY SddAojduny




JuRtA1304 O

e e Aty T W pasu g, nod wnown 2y Sunaiaap up ROLISISSD 01 §[00) [DIJUDUL 1

) :w...‘ov:._ JouonE 0] ﬂq:ammu syl JUIWISIAUT O EQ__MU&\LQ.\.E"__ pub

_Eaﬂwm.w“n PEO M =c.#m_4_~m_.w R paiaffo  spunfayi fo o uo uoypuiioful 33upwA0fiad pun SISADUY 4
P B C g Ty e AHALIOD JUROIDID JSH ARO A

' [SUIDIHOD 3HS qaM Yy |

UONDUWLIOfUL [0 224108 2{QURIDAW WD 8T TG THFFIT LI 3)S am 5, Ajapiy

2002 '0€ aunp Jo sp asupuiofiad pazipruup pup Juitv ADISBUIAOY

A1ayr yym Suop ‘padaffo spunf juausaaul ay) fo 1Sij o §1 314 Aty 0f UMOYS

A0S PRI FLLAIOB IO T ‘94S qam S, pavog aii 1S io dn usis
01 Z7L6-666-008-] 102 “Sionpoad juauysasut fo aspajnowy 4oy puvixa of
sjupdizitapd 38panoous o) 'suoissas dnodd so fjam sp ‘34042 ou o supdiayand

xapu] 1@upy |
XIPU 1Ty pepUa
T mdeau) g e

Ay Cd 10 0} Ay pnuup Sujpsunos pauisasut fo samoy omi sapiaoad osii pavog 3y |
CWEYT anosuy wopsady Anepy ]
paiel jou . _ Gsorwopaad AuSpH paaraonb pauaffo spunf aiyi fo asuviofiad
Sr0z wopasiy ANpapid | , . .
i wiopesii K 3y SAUNJDAS PADOG Y | WOY 2560YI ) spipdioiapd sof suoydo punf
oy PSRy AEPT T jomnt fo Atatia o Bupraosd tupaS0ad [UAISIANT DY} $PISAIA0 PADOG BY [
"' pEozuiopsaii AwepL ’ .
T gigz wlopasiy AWepid Ty A I AT e 3118 gam
. e 154
070z t0p3aTd ARBPI
T i wopasii Aepid - A13Y1 1ISIA 40 (9QQ-EPE-Q08-T 1D SIMIAUUSIAU] AJ12PIf 1IDIUOT
T GloE wopEET AE mqisna pfauaq puo 22Uy
e cnqrana njouaq p g
e T epseid AR T L N30 A HO UOUDIIGfu} 3401 J10 pulf | Hp? KOH
CTm DL L e o8,
e = l..!:wuﬂm..‘_ﬁhwmm%!isisbm.»lt!i. STUIHAES JUIUISPAUT PUD
P PRI ] (pa1saa a4 nod fi) suotngiyuod s, AGurosy oY1 'SUoinGLIucd

e ’ (E X7V puom pamoig-uoneluj AKIpid
TEoe” T S T O W 1 A AnoA SIPNOUL 2IUDIDY Y[ INAAIS fO UONDIDIS 40 JUIUIBINIA Jo

e P T T ’ puog anmpauvaiuj Kijepy s

T e s Tendey ARG AL} BY1 1D FIUDIDY N0 ROA 1O paspq ST 1Lfaaq ano

S SR S . _ e UM SPRABNIND [f2Uaq tuaaANa1 Kt S MOH -
8T'Y xuodu[ padeuriy ANSply i

a0 e E PR T - b e e T i eams . A VS LFY unown uonnqLauod Lpyaan-1q oyl o Jxau ghis Avd qay wo

WM JO 5290y | SUIBY J8)SaUINIo ]y [ .w

woudiiosap Surmoof ayr any gS¥ oy ui arodoiand oym saadojdury
cuvyd sy ug uodagpand oo [ Ji mouy [ op MOH

‘Apaanoadsas ‘saadopda Qafos orgnd awos puw A1afps syjqnd-uou A0 sBunna Bt fo 94| PUD %9 SANGLUHOD {uno]) Y] "suq adpa aifs
a00qD 959 puv aspq 230M (Ln23S IDIK0S Ayt 0F dn sBurUd ADINTaL f0 95 HNQLYUOD O saadojda saiinbai wvl ] 31 F661 [ 4290100 2D paany 122430
SuuioB.mq aapoajj0a p Aq papuasaadat jou saatopduis A1afvs ayqnd uipriad puv Arafbs ayjqhd-uou [ 10f uvld STUIADS JUSWIIDY Jif] PIYSIIGDISS Qo) a4

(dSY) UB[J SSUIABS JUUIRINIY




.ﬁunE 1ou

A9vE Apep viss

rxxx

Teqoy) iainaquadd)

PO S

jEul| Bl pamseay] AIRspL

T epunyg 301§ PUOLEILIA}T

x¥x

Yy de’yws uosely 539

xxx

T dey g ANRpld

T IYY

H3015 PIILUI-MOT AMIPIL

XA ¥ Ex

“puny Yimoxy T spun, TRV

T xxxax

GonEA) ddy ey dE) PIOjuRL

xxny

“uonedaiddy vosep 3357

TNy pues)

ux

" pajer lou

1Y ueisan] vass

paied lou,

_ Xapu[ || RS I VTS5

X3pUL 00S d¥S V35S

FYEY

YIMoNy 3 puapiAig pIojuey

PR

oboZ PEdayr] [Da

TN H0AT] 5 M0 |

xxx

C T 60z iedayr 106

007 Wedayr Iod

010¢ Qiedajri iDd

A MR Yiedayn 10d

Ipung 3PA0- N

pai o

‘neRNFTy aisseq VIS

e Yy

PIAL Y51 00N

PR

puiog piojuE}|

X¥¥

pung 1Aod 1ioHg SUsES Galiplen

xyxx

PUOR P2133toad-TONEYU] Aapid

Tqpun Aneng

paieriou

BEVIgESHS ]

pang INEA IHS

B34 01 1821 <

i Suney 1w sEupLio g

spun g

 Jans il

R SUD ST PO 2. LDt 7 gt

21Sqam p2adISIIY Yl 1D 3jQUHDAD

OS[D ST UOUDWILIOfU] IDUCIIPPY 400 4/ ‘133415 204UO
JOT ‘Soamosay uvaingf fo a31ffo Bupiing a21fj0) aannoaxy
ayl ul patoaog satffey 1224111 341 Aq dois 40 f08

~£ L L~OFT ID daDIuasa4dad 21ISUO 133SHID Y1 120IHC )

¢Aprqiina 1fousq pup aounprq
HIR0I30 & o HOPPULIO UL 240 Ino PULS [ UDD MOF] «

"SBUILADS JdUIISAAUT PUD SUOINGLYUOD ano. sapnfoul
2oUDIDG Y [ PIIAUIS JO UONDIDADS 40 MM 41124 fO

UL} 3yl 10 BOUDIDG JUROIID Anod U Paspq St Ifausg anof

SPRINDIDD Jifouaq Juanida11a4 Al ST MO w

dOd i ol

SUOLNQLIUOD 2YDw OF 3QIBI3 Jou 240 V] Yl 40 JO Y1
Aq paruasaidaa sasdopduey aipdionod o1 apqi3ya jou 2w
SOOZ ‘1 YUy 433D paity saaquiaw OFDOFY 3w up 1o
upyd sy uiof oS[o A ‘COOZ [ Y24DpY 01 4014 Padly seam
Pup ‘\OFOIN Jo Staquam 240 oym saafojdury auilr dup
1w g ayr urof o1 a1q18ys a4p saafopdwa pajuasaidar-uopn

Quppd iy up apudiogand of 3pq131 W J mouy [ op MOH w

.._.q:w,__,":»u%u:_.‘ih_c.u_v...u.r.ﬂ__ttuh..:rﬁ WL D 2HE qam S pApog 3y} pup n:.Q..._...._h:..s_«««u.u.\E:_C..\._:_:.ﬂF.h:,r.:.nt:.mt‘..”..n.i._.& J0 I8 gam HDf 4 difl 4O 3jqUieAD si EG.&QL&

fUBISaNGT Y1 U0 UOHDILIOfNL [DUOHIPPY 00T '0F 2Unf o SD doupuiiofiad pazippnuup puv Buin.a ipiSSutuiop a1ay) yiim Suopy ‘L007 ‘0F 2uny fo SU 3|qUIDAD
spunf ayt fo i1 D 5T M0J2q unoys (iarionb paiafo spunf ayy fo souttuiojiad juawisaaut ay S2oNI0A3 papog ay [ siwodioniod dof sajanyas juausaau; punyf
Pap3utuitod pun fonpi apraoad ot 1224SHID PaIdalas papag ayl 'Fogg UL UL Q86T Wi Saadopduia iof up)d uolususduioy paddafsq ayl paisipqolsa Gunoly Y

(dDO Q) uel uonesuadwio)) pa.Lidja(g




o

i

"B

g7k

B

14

SECTION Ill — Plan Liabilities and Contributions (continued)

5. (3ASB Standards Statement Nos. 25 and 27

Required Supplementary information
Schedule of Funding Progress

(3) {6)

' Unfunded - UAAL as a

) (2) Actuarial (4) Percentage

Actuarial Actuarial Actuarial Accrued Funded {5) of Covered
Valuation Value of Accrued Liability Ratio . Covered Payroll
Date Assets™ Liability (2) - (1) (1) = (2) Payroll ™ {3) + (5)
7/1/98 1,496,651,390 1,660,034,038 163,382,648 90.2% 296,882,318 55.0%
7/1/99% | . 1,707,450,187 1,818,990,623 111,540,436 | . 93.9% 300,119,136 37.2%
7110009 | 1,911,114.401 | 1931914313 20,799,912 (98.9% | 307,367,030 6.8%
71101 1,990,882,017 | 2,111,946,453 121,064,436 94 3% 318,682,907 38.0%
711502 2,036,100,708 | 2,273,179.216 237,078,507 89.6% 333,449 862 C71.1%
711103 2,029,314,438 | 2411492724 382,178,286 84.2% 336,019,788 113.7%
711/04" 2,045,098,796 2,561,328,232 516,229,436 79.8% 341,629,327 151.1%
740558 | 2,100,532,623 | 2,775047,412 674,514,789 75.7% 355,105,993 189.9%
711089 | 2222724295 | 2918336073 695,611,778 76.2% 357,361,131 194.7%
7107 2.469,933,200 | 3,100,637,723 630704523 | C79.7% > | 374,792,609 168.3%

o) Exeluding any accrued contribution
® Total payroll for active participanis under retirement age was used for years prior to July I, 20

payroll for all active participants was used.
© After plan changes

02, Beginning July 1, 2002,

i) pevised actuarial assumptions

Effective July 1, 2001, the actuarial value of assets and the actuarial accrued liabilities do not include the value of

" Aetna’s non-participating annuity contract.

Analysis of the dollar amounts of plan assets, Actuarial Accrued Liability, and Unfunded Actuarial Accrued
Liability in isolation can be misleading. Expressing the assets as a percentage of the Actuarial Accrued Liability
provides one indication of funding status on a going-concern basis. Analysis of this percentage over time indicates
whether the plan is becoming financially stronger or weaker. Generally, the greater this percentage, the stronger
the plan. Trends in Unfunded Actuarial Accrued Liability and annual covered payroll are both affected by
inflation. Expressing the Unfunded Actuarial Accrued Liability as a percentage of annual covered payroll
approximately adjusts for the effects of inflation and aids analysis of the progress made in accumulating sufficient
assets to pay benefits when due. Generally, the smaller this percentage, the stronger the plan.

Additional information required by GASB Nos. 25 and 27 1s prepared by the County.

@@EM)&SN&!'&l&!&l&!&l&]&lm;ﬂlﬂj'ﬂjtﬂjlﬂ'ﬂ'ﬂﬂﬂ'j.i
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Group Insurance for Retirees

Group insurance is provided to an estimated 4,300 retired County employees and survivors, as well as retirees of participating
outside agencies. Employees hired before January I, 1987, are eligible upon retirement to pay 20 percent of the premium for health
and life insurance for the same number of years (after retirement) that they were eligible to participate in the group insurance plan as
an active employee. The County government pays the remaining 80 percent of the premium, Thereafter, these retirees pay 100

percent of the premium. Employees hired before January 1, 1987, are also offered the option at retirement to convert from the 20/80
arrangement to a lifetime cost sharing option.

Employees hired after Jenuary 1, 1987, are eligible upon retirement for a lifetime cost sharing. option under which the County pays

70 percent of the premium and the retiree pays 30 percent of the premium for life for retirees who were eligible to participate in the
County group insurance plan for 15 or more years as active employees. Minimum participation eligibility of-five years as an active
employee is necessary to be eligible for the lifetime plan. The County will pay 50 percent of the premium for retirees with five years
of participation as an active employee. The County contribution to the payment of the premium increases by two percent for each
additional year of participation up to the 70 percent maximum.

On March 5, 2002, the County Council approved a one-time opportunity for retirees still under the 20/80 arrangement with an
expiration date to elect the lifetime cost sharing arrangement. The new percentage paid by the County for those electing this
arrangement ranges from 50 percent to 68 percent, depending upon years of active eligibility under the plan and years since
retirement. The cost sharing election process has been completed.

The budget does not include employer contributions from participating outside agencies.

FY09 Recommended Changes

Expenditures
FY0B Approved - 24,810,190 0.0
Increase Cost: Group Insurance for Retirees - estimated revenue increase 2,223,670 0.0
Decreoss Cost: Prescription drug claims cost savings -1,308,530 0.0
FY09 CE Recommended 25,725,330 0.0

Judges Retirement Contributions

This NDA provides pensions for retired Judges who were on the bench prior to 1968 in the Circuit Court and the People’s Court
(District Court) of Montgomery County and for their surviving spouses.

The Circuit Court pension is calculated at one percent of the net supplement paid by the County to the salaries of the Circuit Court
Judges as of May 31, 1968, multiplied by the number of years of active service as a Judge (up to a2 maximum of 20 years). The
surviving spouse receives one-half of the pension to which the Judge would have been entitled. The benefits are authorized in
Section 12-10 of the Montgomery County Code.

The People's Court (District Court) pension is based on the current salary of a District Court Judge. A retired Judge receives 60
percent of the current salary of a District Court Judge, while a surviving spouse receives one-half of the pension to which the Judge
would have been entitled. The benefits are authorized in Article 73B, Section 63(b) of the Annotated Code of Maryland. This NDA
may be increased to include a cost of living adjustment at a rate equal to that approved for District Court Judges by the General
Assembly. If a cost of living adjustment is approved next fiscal year, the NDA will be adjusted as necessary by a year-end transfer.

' FY09 Recommended Chonges

Expenditures T WYs
FYOB Approved 3,740 0.0
FY09 CE Recommended . 3,740 0.0




Compensation and Employee Benefits Adjustments : ' . '
This NDA contains a General Fund (-81,929,410) and a Grant Fund ($361,480) appropriation, and provides funding for certain
personnel costs related to adjustments in ‘employee and retiree benefits, pay-for-performance awards for employees in the

Management Leadership Service and non-represented employees, deferred compensation management, and unemployment insurance.

Early Refirement Incentive Program: The Executive recommends implementation of an early retirement incentive program to
generate aggregate operating budget savings in FY09 (-$5,000,000).

Non-Qualified Retirement Plan: This provides funding for that portion of a retiree’s benefit payment that exceeds the Internal
Revenue Code’s §415 limits on payments from a qualified retirement plan. Payment of these benefits from the County’s Employees’
Retirement System (ERS) would jeopardize the qualified nature of the County’s ERS. The amount in this NDA will vary based on
future changes in the Consumer Price Index (CPI) affecting benefit payments, new retirees with a non-qualified level of benefits, and
changes in Federal law governing the level of qualified benefits.

Deferred Compensation Management: These costs are for management expenses required for administration of the County’s deferred

compensation program. Management expenses include legal and consulting fees, office supplies, printing and postage, and County
staff support.

Management Leadership Service Performance-Based Pay Awards: In FY99, the County implemented the Management Leadership
Service (MLS) which includes high level County employees with responsibility for developing and implementing policy and
managing County programs and services. The MLS was formed for a number of reasons, including improving the quality and
effectiveness of service delivery through management training, performance accountability, and appropriate compensation; providing
organizational flexibility to respond to organizational needs; allowing managers to seek new challenges; and developing and
encouraging a government-wide perspective among the County's managers. MLS employees are not eligible for service increments,

Unemployment Insurance: The County is self-insured for unemployment claims resuiting from separations of service. Unemployment
insurance is managed by the Office of Human Resources through a third party administrator who advises the County and monitors
claims experience.

FY09 Recommended Changes

Exéenditures

FYOB Approved 3,565,090
Increase Cost: MLS Pay for Performance 8,040 0.0
Increase Cost: Increase personnel cost for performance mancgement position (#14799) omitied from the . 6,740 0.0

MARC but induded in the base

Increase Cost: GWA 2,130 0.0
Increase Cost: Relirement Adjustment - 840 0.0
increass Cost: Group Insuronce Adjustment . 320 0.0
Increase Cost: Prinfing Charge Adjustment ) 320 0.0
Increase Cost: Service Increment : ‘ . 210 0.0
Increase Cost: Mail Charges Adjustment 50 0.0
Decrease Cost; Deferred Compensation Management -13,380 0.0
Shift: Longevity/performance Increment -14,780 0.0
Shift: Longevity/performance Increment -57,5%90 0.0
Decrease Cost: MLS Pay for Performance -65,920 0.0
Decrease Cost: Early Refirement Program -5,000,00C 0.0

FY09 CE Recornmended -1,567,930 1.6




Retiree Health Benefits Trust

Beginning in FY08, the County implemented a plan to set aside funds for retiree health benefits, similar to what we have been doing
for retiree pension benefits for more than 50 years. The reasons for doing this are simple: due to exponential growth in expected
retiree health costs, the cost of funding these benefits, which are currently paid out as the bills come due, may soon become
unaffordable. Setting aside money now and investing it in a Trust Fund, which will be invested in a similar manner as the pension
fund, not only is a prudent and responsible approach, but which will resuit in significant savings over the long term.

As a first step in addressing the future costs of retiree health benefits, County agencies developed current estimates of the costs of
health benefits for current and future retirees. These estimates, made by actuarial consultants, concluded that the County’s total
future cost of retiree health benefits if paid out today, and in today’s dollars, is $2.6 billion — more than half the total FY09 budget
for all agencies.

One approach used to address retiree health benefits funding is to determine an amount which, if set aside on an annual basis and
actively invested through a trust vehicle, will build up over time and provide sufficient funds to pay future retiree health benefits.
This amount, known as an Annual Required Contribution or “ARC”, was calculated for County agencies last year to be $240 million,
or nearly $190 million more than the previous annual payment for current retirees. Still too large an amount to be set aside all at once
in FYO8, the County chose a further approach of “ramping up” to the ARC amount over several years, with the amount set aside each
year increasing steadily until the full ARC is reached. A total.of §31.9 million for all tax supported agencies was budgeted for this
purpose in FY08.

For FY09, the ARC has been recalculated and is now estimated at $250 million. This amount consists of two pieces — the annual
amount the County would usually pay out for heaith benefits for current retirees (the pay-as-you-go amount), plus the additional
amount estimated as needed to fund retirees’ future health benefits (the pre-funding portion). The pay-as-you-go amount can be
reasonably projected based on known facts about current retirees, and the pre-funding portion is estimated on an actuarial basis. For
FY09, a ramp-up period of eight years has been assumed, up from the five year phase-in that was planned in FY08. This lengthening
of the phase-in period is being implemented in response to the County’s fiscal situation, and results in a contribution for all County
tax-supported agencies of $55.15 million in FY09, down from $70.73 million called for under the previous plan.

FY09 Recommended Changes —— e ’

FYOB Approved 12,067,320 0.0
Increase Cost: Additional cost fo pre-fund refiree health insurance on the multi-year schedule 11,882,270 0.0
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, -4,377,660 0.0

changes due to staff turnover, reorganizations, and other budget changes affecling more than one
program -
FY09 CE Recommended 19,571,930 0.0

State Positions Supplement
This NDA provides for the County supplement to State salaries and fringe benefits for secretarial assistance for the resident judges

of the Maryland appellate court and for certain employees in the Office of Child Care Licensing and Regulation in the Maryland
State Department of Human Resources. ; .

es

FY09 Recommended Chang

Expenditures

FYO8 Approved 119,330
Increase Cost; GWA 15,990 0.0
Increase Cost: Annualization of FYOB Personnel Costs 6,430 0.0
Increase Cost: Retirement Adjustment . 2,590 0.0
Increase Cast: Group Insurance Adjustment : : : 610 0.0
FY09 CE Recommended 144,950 0.0

(e



State Retirement Contribution
This NDA provides for the County's payment of two items to the State Retirement System:

« Maryland State Retirement System: Unfunded accrued liabilitv. as established by the Marviand State Retirement Svstem
(MSRS), for employees hired prior to July 1, 1984, who are members of the MSRS (including former Department of Social
Services employees hired prior to July 1, 1984), and for those who have retired. (All County employees participated in the State
Retirement System until 1965.) The County contribution for this account is determined by State actuaries. Beginning in FY81,
the amount due was placed on a 40-year amortization schedule. .

. State Library Retirement: Accrued liability for retirement costs for three Montgomery County Public Library retirees who are
receiving a State retirement benefit. These were County employees prior to 1966 who opted to stay in the State plan.

FY09 Recommended Changes

FYOB Approved ‘ 890,580 0.0
Increase Cost: Annual Adjustment 44,340 0.0
FY09 CE Recommended , 934,920 0.0
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Resolution No.: 16-87 ‘
[ntroduced: March 27, 2007
Adopted: 'April {0, 2007

_ COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

By: County Council

SUBJECT: Five-Year Funding Schedule for County Agencies” Annual Required Contribution for Other Post
Emplovment Benefits (OPEB)
Background
|

L2

. The Governmental Acéounting Standards Board (GASB) has issued Statement No. 43, Accounting and

Financial Reporting by Employers for Post Employment Benefits QOther Than Pensions, which addresses

how state and tocal governments should account for and report their costs and obligations related to
Other Post Employment Benefits (OPEB). ‘

County agencies (the County Government, Montgomery County Public Schools, Montgomery College,
the Washington Suburban Sanitary Commission {WSSC], and the Maryland-National Capital Park and
Planning Commission {M-NCPPC]) are required to disclose their OPEB liabilities in their financial

. statements, starting with the fiscal year beginning July 1, 2007 (FY 2008).

[n November 2006 the County obtained actuarial valuation information addressing the extent of the
County's liability to its retirees for Other Post Employment Benefits as of July 1, 2006. Other County
agencies have also obtained, or are in the process of obtaining, similar actuarial valuations. The OPEB
reports are subject to a number of actuarial and economic assumptions; these assumptions were generally
similar to the assumptions used in evaluating the County agencies’ pension fund liabilities.

Based on the assuraptions and qualifications stated therein, the OPEB reports concluded that, assuming
full prefunding, the FY 2008 annual required contribution (ARC) for the County, its tax supported
agencies, and the Montgomery County portion of the M-NCPPC is $240.0 million, and the retated

actuarial accrued liability (AAL) is $2.6 billion. The most recent ARC for WSSC is $19.1 million, and
the related AAL is $200 miilion. :

The County has determined that a five-year phase in of the difference between the current pay-as-you-go
amount and the ARC would be a responsible approach to pre-funding, and believes that such an

approach is acceptable to the rating agencies, which will be evaluating the County’s response to the
GASB disclosure requirements and its approach to any obligations to

current and future retirees for post-
employment heaith and other non-pension benefits.

Should the County establish a separate OPEB trust, and should the County adopt a written policy of its
intent to phase-in full funding of the difference between the pay-as-you-go contributions and the ARC on

an amortized even basis over a five-year period, it would be appropriate for the County agencies to use,

in their actuarial valuations, a discount rate higher than thetr operating investment rate for accounting
and budgeting purposes. Absent such a policy, County agencies would be required to record OPEB
tiabilities in their financial statement of almost twice as much as liabilities required with such a policy.

(s3
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Resolution No.: 16-87

Action

The County Council for Montgomery County, Maryland approves the following resolution:

. The Council is committed to the responsible fiscal management of the County agencies’ Other Post

Employment Benefit obligations and acknowledges that County agencies intend to establish one or more
Trusts, on ot before July 1, 2007 if possible, for such purposes.

[t is the Council’s policy intent to, fund the difference between the OPEB pay-as-you-go contributions and

the annual required contribution, for the tax supported agencies, on an amortized even basis over a five-year
period beginning with Fiscal Year 2008.

For WSSC and M-NCPPC, it is the Council's policy intent to support WSSC's and M-NCPPC's plans to
implement a five-year phase in of the difference between the OPEB pay-as-you-go contributions and the
ARC beginning with Fiscal Year 2008, in coordination with the Prince George's County Council.

This is a correct copy of Council action.

Linda M. Lauer, Clerk of the Council
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OFFICE OF THE COUNTY EXECUTIVE
ROCKVILLE, MARYLAND 20850

Isiah Leggett
County Executive MEMORANDUM
Aprl 7, 2008
TO: Michael J. Knapp, Council President

FROM: Isiah Leggett, County Executives_p W

SUBJECT: FY09 Operating Budget: County Reserves and Retiree’s Health Insurance

As the Council begins its review of the FY09 operating budget, I wanted to
express my concern with two potential approaches to identifying additional resources for the
operating budget: lowering the County reserve levels for tax supported funds and further
extension of the period for pre-funding health insurance benefits for retired employees.

I understand the Council’s desire to restore some of the reductions in the operating budget 1
was forced to make due to current fiscal constraints. However, for the reasons discussed
below, this would be a short-sighted approach that would compound the structural imbalance
in the County’s budget. I believe that our options af this point are very limited and that
bringing down the rate of growth in spending is the most responstble approach to putting the
County’s financial house in order.

Reserves — Maintain the policy at 6%

1) Inrelation to the County’s nearly $4 billion tax supported budget, the projected FY09
undesignated reserves are a relatively small ‘amount as the table below demonstrates:

Undesignated Reserve 109.496 2.76%
Designated Reserve 9.004 0.23%
Revenue Stabilization Fund 119.648 3.01%
Total Reserve 238.148  6.00%
a. Reducing reserves to 5% reduces undesignated reserves by $40 million to
$69.8 million.

b. The FY08 revenue loss with transfer, recordation, and income tax was nearly
$78 million. If this occurred again, the undesignated reserves would be
eliminated, and we would have no funds for services as basic as snow removal,
which typically costs in excess of $15 million, or any other unexpected mid-
year supplemental or special appropriation.

c. There would be a major draw on tax-supported resources to replenish the
reserves in the coming fiscal year.



Michael J. Knapp

April 7,2008
Page 2

. €.

We have few options to raise revenue mid-year. We can’t raise property tax or
income tax. The energy tax is already a big burden especially with utility
costs.

The probability of continued mid-year revenue losses remains high.

2) Uncertainty in the Economy:

pe o p

Economy continues to be unstable: major, daily market ﬂuctuzrtxons
Fed rate cuts have further reduced investment income
Recordation tax in Feb was 44% below the previous year — Is this the bottom?
Wil the state have to make more cuts if its revenue declines?
1. Speed cameras ($15 million in FY09), College Aid, Teacher pensions
next?

Revenue uncertmnty Ambulanoe fee (36 M.) and control]mg interest ($12.6
M)

3) Uncertainty with Expenditures:

po P

Fuel and utilities: Ride On, Police Fleet

Justice Department Audit of ADA compliance

Public Safety Overtime

Health care and Pension costs (market turmoil will require larger County -
comnbuuon)

4) Be careful about the future

a

b.

C.

Cutting reserves and replacing with ongoing costs creates a largcr imbalance
for FY10

_ The gap is already over $200 M: will grow with additional spending or revenue

losses.
Can we exceed the charter limit two years in a row?

5) Rating agencies — where is the tipping point?

a.

b.

C.

d.

€.

We have changed our plan for retiree health funding in the face of a $3.2
billion liability

Early retirement increases liability in pension fund

Our funded ratio in pension plans is already lower than national averages (less
than 80%)

Could a smaller reserve be the straw that breaks the camel’s back?

Moody’s report: imbalance between revenue and expenditures and use of

reserves and the section on the economically sensitive taxes relative to the
6% — Is it enough?

Retiree Health Benefits Funding - Do not go beyond 8§ year phase-in

. County agencies have a sizeable liability related to health benefits it has promised to
retirees.

o Cunently, agencies pay for those costs on a pay—as-you—go basis. A claim for health
services prowded to an existing retiree is submitted and it is paid.



Michael J. Knapp
Apnl 7, 2008
Page 3

» The pay-as-you-go amount grows significantly each year as more and more employees

retire and become eligible. For FY09 it is estimated at $80 million, an increase of
13% over FYO08 and 25% over FY07. The Fitch credit rating agency notes that “Fitch
believes that the looming OPEB liability for many governments, if not confronted over
a reasonable time, will eventually manifest itself as a monumental budget challenge.”

» The total liability for retiree health for county agencies is estimated at $3.2 billion and
will confinue to grow as the County hires new employees who will be eligible for the
benefit.

¢ Confronting the liability means measuring it and funding it on an actuarial basis, as is
done with pension benefits. It can also mean lowering benefit levels. :

¢ To fund the County liability on an actuarial basis will require an annual contribution
of $268 million. '

o The longer we delay funding it on a full actuarial basis, the more it will cost. This is
because funds not used to pay benefits will be invested and generate investment
earnings.

»  The County Council approved a policy last year to fund to full actuarial cost over 5
years. '

Recommended Budget proposes revising schedule from 5 years to 8 years

o My budget recommends changing to an 8 year phase-in. This was based in part on
need to adjust schedule to help close budget gap and also on rating agencies’ apparent
acceptance of Howard County, also rated triple AAA, recently adopting an 8 year
phase-in period.

We will need to convince the rating agencies of our continued intent to confront this
liability.

Approach to Ratings Analysis

As part of its fiscal management review, the rating agencies will look not only at the
County’s OPEB liability, but also two other long term liabilities, its pension fund and = -
its debt. The County has increased its GO debt levels to $300 million a year.

¢ These other liabilities are sizable and include:

e Pensions $4.4 billion 79% Funded Ratio

e Retiree Health - 3.2 billion 0% Funded Ratio

e G.O.Debt 1.6 billion 71% Paid off in 10 years
e Total : $9.2 billion .

I trust this information will be useful to the Council in its deliberaﬁoﬁs on the FY09
Operating Budget. If you are in need of additional information or clarification on these
matters please do not hesitate to contact me or Executive Branch staff.

IL:jfb



Michael J. Knapp
Apnli 7, 2008
Page 4

cc:  Timothy L. Firestine, Chief Administrative Officer.
Jennifer E. Barrett, Director, Department of Finance
Joseph F. Beach, Director, Office of Management and Budget .
Kathleen Boucher, Assistant Chief Administrative Officer
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BUDGET SUMMARY

Actual, Budget Estimated Recommended % Chg
FYo7 FYo8 FYO3 FY09 Bud/Rec
COUNTY GENERAL FUND
EXPENDITURES
Salaries and Wages 3,844,129 4,489,500 4,178,940 4,625,930 3.0%
Employee Benefits 1,202,947 1,237,010 1,183,470 1,100,970 -11.0%
County General Fund Personnel Costs 5,047,076 5,726,510 5,362,430 5,726,900 0.0%
Operating Expenses 2,846,489 3,537,400 3,753,500 3,796,070 7.3%
Capital Outlay 0 0 0 0 —
County General Fund Expenditures 7,893,565 5,263,910 9, 115930 9,522,970 2.8%
PERSONNEL
Full-Time 68 81 81 80 -1.2%
Part-Time 5 5 5 4 -20.0%
Workyears ) 48.7 50.6 50.6 46.6 -7.9%
REVENUES
Federal Financial Participation (FFP) 21,324 0 0 0 —

County General Fund Revenuves 21,324 [ ‘ 0 0 —
EMPLOYEE HEALTH BENEFIT SELF INSURANCE FUND

EXPENDITURES
Salaries and Wages 913,986 888,560 727,250 1,011,420 13.8%
Employee Banefits 181,368 249,770 198,220 314,850 26.1%
Employee Health Benefit Self Insurance Fund Pers.Costs 1,095,354 1,138,330 925,470 1,326,270 16.5%
Operating Expenses 132,572,104 149,988,300 148,979,110 160,949,920 7.3%
Capital Outlay 0 0 0 0 —
Employee Health Benefit Self Insurance Fund Exp. 133,667,458 151,126,430 149,904,580 162,276,190 7.4%
PERSONNEL
Full-Time 0 4] 0 0 —
Parl-Time . 0 0 0 0 —
Workyears | 9.6 11.0 . 11.0 12.2 10.9%
REVENUES
$elf Insurance Employee Health Income 140,505,538 140,209,240 148,829,880 157,013,120 12.0%
Investment Income 1,373,529 340,030 337,290 369,180 8.6%
Empl Health Benefit Self Insurance Fund Revenues141,879,067 140,549.270 149,167,170 157,382,300 12.0%
DEPARTMENT TOTALS :
Total Expenditures 141,561,023 160,390,340 159,020,510 171,799,160 7.1%
Total Fuli-Time Positions 68 81 81 80 -1.2%
Tetal Part-Time Positions 5 5 5 4  -20.0%
Total Workyears 58.3 61.6 &1.6 58.8 «4.5%
Total Revenves 141,900,391 140,549,270 149,167,170 157,382,300 12.0%
FY09 RECOMMENDED CHANGES
. Expenditures WYs
COUNTY GENERAL FUND
FYo8 ORIGINAL APPROPRIATION 9,263,910 50.6
Changes {with service impacts)
Add: Labor Contracts - Other 109,100 0.0
Enhance: Tuition assisjance negoliated with IAFF and MCVFRA [Training and Development] 5,910 0.0
Reduce: Food served at QLF meetings and serve coffee and water [Training and Devalopment] -4,000 0.0
Reduce: Require all resumes to be submitted onfine and eliminate processing of paper resumes -12,000 0.0
|Management Services]
Reduce: Size and scope of Montgomery Best Honor Awards program and eliminate countywide length of -19,0600 0.0
servica ceremony [Training and Development]
Reduce: Abolish port-time psychologist position in Strass Monagement Section [Occupational Medical -62,970 -0.5
Services
Reduce: Abollish HR Specialist il position in Labor Relations [Management Services} -97,000 -1.0
Reduce: Abolish HR Specialist pasition in Staffing [Management Services] -67,000 1.0
Reduce: Abolish Program Manager Il (Grade 25) position [Occupotional Medical Services] 97,000 -1.0
Reduce: Abolish Management Services Manager Il position [Management Services] -1546,000 -1.0

Human Resources

General Government 3
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Other Adjustments {with no service impacts)

Shift: Police Strass Management Funding [eliminate chargeback) [Occupational Medical Services]

Incraase Cost: General Wage and Service Increment Adjustments

Increase Cost: Lifecycle programming support for the Unified Data Modeler (UDM) and Electronic
Personnel Action Form (e-PAF), crifical systems that support MCtime, e-Perform, and computer based
training [Administration]

Shift: OCE Community Outreach Position

Increase Cost: Contract increase to align budget with expected service utilization {Occupational Medical
Services] ]

Increase Cost: Retirement Adjustment

Increase Cost: Annualization of FY08 Lapsed Positions

Increase Cost: Group Insuranca Adjustment )

Increase Cost: Medical Cerfificate exams for Non-CDL Holders {Occupational Medical Services]

increase Cost: Replacament of Biopacks for Public Safety [Occupational Medical Services]

Increase Cost: Printing and Mail Adjustments

Increase Cost: Central Duplicating Deficit Recovery Charge

Increasa Cost: Workforce Adjustment

Shift: Transfer one Human Resources Specialist workyear from Police Department [Occupational Medical
Services] -

Dacreasa Cosi: Reduce Diversity Day expenses [Equal Employmant Opportunity and Diversity]

Shift: Personnel costs from the General Fund o the Employes Health Benefits Self Insurance Fund
[Administration]

Shift: Personnel costs from the Genseral Fund to the Employee Health Benefits Self Insurance Fund
[Monagement Services|

Decrease Cost: Underfill HR Specialist 1l position (Grade 25) at PAl (Grade 16) [Manogement Services]

Decrease Cost: Injuread Il Police Employees Metwork contract in OMS [Occupational Medical Services]

Decrease Cost: Elimination of One-Tima ltems Approved in FY08 .

Decrease Cost: Intemal Safary Equity Review [Management Services]

Dacrease Cost: Annualization of FY08 Personnel Costs

FY09 RECOMMENDED:

EMPLOYEE HEALTH BENEFIT SELF INSURANCE FUND
FY08 ORIGINAL APPROPRIATION

Other Adjustmenis (with no service impacts)

Increose Cost: Increase in estimated claims costs and carrier administration [Benefits and Information
Management]

Increase Cost: Genera! Wage and Service Increment Adjustments

Shift: Personne! costs from the General Fund to the Employee Health Benefits Self insurance Fund
{Banefits and Information Management]

increase Cost: Add one FT regutar HR Specialist Ul position to administer changes to group insurance ond
retiramant plans, including the addition of a new retirement plan [Benefits and Information
Manogemenit]

Increase Cost: Annualization of FY08 Lapsed Positions

Increase Cost: Retirement Adjustment

Increase Cost: Group Insurance Adjustment

Increase Cost: Printing ond Mail Adjustment

Increcse Cost: Annualization of FY08 Service Increment

Incraose Cost: Miscellansous Workforce Adjustment

Decreass Cost: Eliminate one-time funding for HCM Interface Reporting [Benefits and Information
Management]

Decrease Cost: Savings from not printing ond mailing the Total Compensation Statement {Benefits and
information Management]

FY09 RECOMMENDED:

Expen['ditures

465,260
323,450
187,000

140,340
136,280

74,480
60,220
50,730
21,980
16,370
14,380
1,000
0

0

--1,000
-21,000

-30,000

-33,000
-54,000
-179.160
-188,360
-295,950

9,522,970

151,126,430

11,012,430

53,460
51,000

356,140

17,760
13,920
12,810
9,390
2,850
.0
-20,000

-40,000

162,276,190

11.0

0.0

0.0
07

0.4

12.2

L

S

33-6 General Government

FY0? Operoating Budget and Public Services Progrom FY09-14



Attachment A

POST RETIREMENT GROUP INSURANCE
Generic Scenarios to Reduce OPEB Liability

Premise

Reducing the future costs of providing post retirement group insurance will reduce the
overall liability to an organization and therefore reduce the amount of that liability to be
funded. Many organizational factors will influence which options will be considered and
which will not. The template below is only an attempt to identify various factors that
influence group insurance costs.

Affected Groups

¢ Current Retirees
o Medicare
o Non-Medicare

e Current Actives
o Retirement eligible
o Not retirement eligible

e Future New hires

Factors influencing post retirement group insurance costs and related action
considerations for addressing costs : '

e Eligibility for post retirement group insurance
Considerations — _

o More rigorous age and service requirements for employees

o Availability to dependents :
» Health coverage not available to dependents
s Health coverage not available to dependents if eligible for

coverage elsewhere : N
o Not eligible for post retirement medical or prescription when Medicare
becomes primary '

o Employer contribution towards post retirement group insurance
Considerations — : |
o Reducing contribution amounts overall
o Weighting rates based on years of service
o Percent of contribution based on lowest cost plans with retiree paying the

rate differential for more costly plans



Attachment A

o Contribution towards retiree group insurance only, with retiree paying rate
differential for dependents

o Contributions based on flat dollar amounts versus percent of premium
(could be incorporated via a Health Savings Account in a Consumer
Directed Health Plan) '

o Determining the effect of active-retiree subsidy practices on post
retirement costs ' :

Funding
Considerations —
o Potential advantages of moving to fully insured Medicare supplement
plans
o Active employees pre-funding a portion of their post retirement benefit
cost.

Benefit delivery mechanisms

Considerations —
o Mandatory generic drugs where available
o Mandatory use of mail order for certain maintenance drugs
o Use of certain pharmacies for specialty drugs

Plan design changes
Considerations —
o Deductible amounts
Co-pay amounts
Co-insurance levels
Mandatory prescription formularies
Annual out-of-pocket and lifetime maximums
Post retirement life insurance amounts

00000

Items covered
Considerations — _
o Exclude certain items currently covered for medical, dental and
prescription

Plan elimination
Considerations —
o Not offering certain benefits post retirement, such as dental
o Offering discount programs versus full coverage, €., for dental



MEMORANDUM

DATE: November 19, 2007

TO: ' Management and Fiscal Policy Committee
FROM: Thomas Lowman, Bolton Partners, Inc. '—'j’é/

SUBJECT: Comments on the Multi-Agency OPEB Work Group Report

This memo is an update to our prior memos dated November 20, 2006, March 9, 2007 and June
20, 2007. We have focused on changes and progress made since the MFP Committee meeting in
June and comments provided in the November 12, 2007 memo from the Multi-Agency OPEB
Work Group.

Below are our comments divided into the five key areas requested by the Council:

1. Status of the Agencies' OPEB trusts _

2. Status of the Agencies' communications plans

3. Status of review of options for limiting liability

4. Schedule for future actuarial valuations

5. Lessons to date from the experience of other jurisdictions.

1. Status of Agencies’ OPEB trusts

At this point in time, three agencies have established trusts. The County has completed drafting
legislation for its trust and the College is planning to set up a trust by January.

One trust related issue that came up in discussion with the agencies was whether the trusts
contained reversion language. Apparently all do (or in the case of the College, plan to) except
for the School Board, We understand that the Schoo! Board may make a change to provide for a
reversion, which we would encourage. '

The November 12% memo also discussed the issue of the State’s “maintenance of effort” (MOE) '
requirement. We have a general understanding that maintenance of effort relates to requiring a

continued level of financial support by the County to MCPS and the College. We understand

why additional OPEB funding (which provides no immediate benefit to students) would be an

issue. We have seen a letier and emails on this topic that lead us to conclude that it is not clear

how OPEB funding (and pofential reversions) are factored into MOE requirements. [t will take

time to sort this out.

2. Status of Agencies’ communications plans
This continues to move forward and is discussed on page 3 of the November 12" memo. As was

pointed out in our prior memo, this will continue to be an area requiring a delicate balance as the
agencies continue to provide reader-friendly types of materials to employees while preserving

the right to make benefit changes. @

Bolton Partners, Inc.



Memorandum
November 19, 2007

3. Status of review of options for limiting liability

This was probably one of the two most interesting parts of the November 12" memo from the
Multi-Agency OPEB Work Group. In the clearest way we have seen (starting on the middle of
page 4) the memo makes the point about how the County and M-NCPPC are limited from
sharing details of discussions due to collective bargaining rules. It is not clear how constrained
MCPS is but they seem to try and follow the same collaborative style. The College seems to
have fewer such constraints.:

The Council might consider the following possibilities:

¢ Provide guidance on what the County can afford and ask the agencies to design plans
around those fiscal constraints.

» Provide a common plan design and suggest that all agencies and unions work toward this
design. This “common” design might be different for existing employees vs. new hires.
If this approach was taken, the Council might wish to get fiscal impact information from
the agencies’ actuaries.

4. Projected schedule for future actuarial valuations

We understand that the June 30, 2007 valuations (FY09 expense) will be done soon. This is an
ideal timing situation. We understand that one of the smaller agencies may “roll forward” the
FYO8 expense to FY09. We find this to be acceptable. The County Agencies are generally
ahead of other counties in terms of determining FY09 expense. Many counties are still deciding
on plan changes, FY08 funding levels and discount rates (used to determine the expense/ARC).
Such changes could impact FY08 numbers as well as FY09 expenses.

5. Lessons to date from the experience of other jurisdictions

The November 12, 2007 memo contains a lot of information on this topic. Clearly the County
has allocated resources to coliect the type of survey information that the Council has requested.
- Sorting through the meaning is difficult and we would suggest that more weight be given to
employer specific data than general survey data. '‘General survey data might be misread since
many employers nationally have either no benefits ot very small benefits. It is also easy for there
to be confusion between what a question meant and what someone was responding to.

Overall; the data tells us the following:

o The County has one of the larger expenses and liabilities.

o The large Montgomery County values are a function of the benefits provided and the
ratio of retirees/employees. The County's high ratio of liabilities per capita (based on
population) is interesting.

o There is a mixture of public sector employers that have, as a result of GASB45, (1) made
changes, (2) are considering changes and (3) are not planning on making changes.

2 /0

Bolton Partners, Inc.



Memorandum
November 19, 2007

The momentum among Maryland area governments with significant liabilities seems to be
toward making benefit changes to reduce liabilities. Baltimore, Carroll and St. Mary’s County
have decided to charge retirees a greater share of the health care premium. Howard and Anne
Arundel are actively studying options to reduce their Hability. We expect these two counties will
make changes but we do not know how significant they will be. ‘

We think this information is useful when looking at the options to limit liability in Section 3
above. If benefits are to be changed, they should still be competitive. Measurements of
competitiveness can be done by comparing the benefit provisions. It may also be possible to
measure competitiveness by looking at the ratio of Normal Cost (value of benefits being earned)
to number of employees. One problem with defining a competitive benefit is that not every local
government has decided on what changes (if any) need to be made. What is competitive today
may be generous in two years.

Bolton Partners, Inc.



APPROVED

COUNTY COUNCIL FOR MONTGOMERY COUNTY, MARYLAND
MANAGEMENT AND FISCAL POLICY COMMITTEE
Monday, June 25, 2007

9:40 AM.to 11:10 AM.
Council Hearing Room

PRESENT
Councilmember Duchy Trachtenberg, Chair

Councilmember Marilyn Praisner Councilmember Roger Berliner

SUBJECT: Update — GASB Statement on Other Post-Employment Benefits (OPEB)
Reference:  6/21/07 memorandum from Council Staff Director Farber,

Ms. Trachtenberg noted the importance of reviewing the efforts of other
jurisdictions in limiting liability for retiree health costs, including an
understanding of the size of their liability compared to the County’s.

Ms. Praisner stressed the need to bring clearer focus to this issue and to address
the long-term cost implications with employees, retirees, and the community.

Mr. Berliner requested that the review of other jurisdictions’ efforts in this area
include the phase-in periods they have selected to fund their liability and how
they compare with the five-year period endorsed by the Council in April 2007.

Next Step:  The Committee’s next update is tentatively scheduled for November 26, 2007.

\/SUBJECT: Office of Legislative Oversight (OLO) Report 2007-7: Linking Montgomery
: County Public Schools Workforce Data to Council Decision-Making

Reference:  6/21/07 memorandum from Ms. Bonner-Tompkins, Senior Legislative Analyst,
- OLO.

Recommended the following:

The Council in partmership with County Government and the Board of Education
should submit joint letters to the Council of Governments requesting the
development of projects that report “total compensation” trends for key positions

among local school systems and county governments;
2



MFP Committee 2- 612507

Montgomery County Public Schools (MCPS) should reorganize and provide
explanatory text for workforce data submitted in future submissions to the
Personnel Management Review (PMR}. Future PMR submissions should include
descriptions of trend data, an executive summary that highlights key conclusions
contained in the workforce data, and a glossary of key terms;

MCPS should inciude information on its workforce pcrformance targets and
progress as part of its PMR submission;

MCPS should provide comparative salary data with school districts in the State of
Maryland and the Metropolitan Washington region in future PMR submissions;

MCPS should include data on other wages, stipends and other components of total
- compensation available by position as part of its PMR submission;

MCPS should include detailed workforce data on school-based counselors in
future PMR submissions; and

Other County-funded agencies should submit executive summary information in
their PMR submissions that includes a description of key findings and actions that
the agency is taking as a result of its findings. :

Noted the intent to reconsider recommendations for the other County-funded
agencies relative to their PMR submissions after the Committee has had the
opportunity to review the requested changes to MCPS’ PMR submission.

Next Step:  Council consideration is tentatively scheduled for July 19, 2007

\/ SUBJECT: Agency Personnel Management Review Documents
Reference: . 6/21/07 memorandum from Mr. Farber.

Discussed the different formats of agency personnel review documents.

Ms. Trachtenberg noted that in view of the different origins and objectives of the
agency documents, a common template would be problematic, especially in the
short term. Ms. Praisner suggested that the focus for FY09 should be on changes
proposed by OLO in the MCPS Staff Statistical Profile. She also suggested that
all the agency documents include at the outset a list of key points that emerge
from the data — for example, the need for succession planmng based on statistics
for agency retirements.

Discussed comments made by Council Committees and individual

Councilmembers regarding the presentation of personnel cost and workforce
information in agency budget documents. Requested OLO staff to draft a
memorandum from the Council President to the Office of Management and

Budget Director summarizing Council requests regarding the content and

structure of the County Government Operating Budget document. @



MONTGOMERY COUNTY COUNCIL

ROCKVILLE, MARYLAND

OFFICE OF THE COUNCIL PRESIDENT

MEMORANDUM
July 10, 2007

TO: Joseph Beach, Director
Office of Management and Budget

FROM: Marilyn J. Praisner, Council President\[\(QfP

SUBJECT: Content and Format of Workforce Information in Operating Budget Submissions

During the recently completed review of the FY08 operating budget, Council Committees
considered how agency budget submissions met the information needs of the Council. More
specifically, Councilmembers took note of the content and format of information we received
related to personnel costs and the size of agency workforces. This memo transmits the Council’s

suggestions on how future year Executive budget submissions could better meet the Council’s
needs.

Executive’s Recommended Operating Budget Submission

The Council requests that the Office of Management and Budget modify future year budget
submissions to:

1. Show the annualized full year costs of recommended new positions budgeted for a partial
year.

2. Show how many positions were budgeted in a department at the beginning of the current
fiscal year, how many positions were added since the beginning of the fiscal year, and how
many are recommended for the following fiscal year.

3. Identify recommended workyear changes at the program or activity level including the
number of recommended new, shifted, and annualized workyears for each program or
activity.

4. Include a simple table or chart that summarizes the current and recommended number of
positions for each division or program and that clearly identifies recommended staffing level
changes. This table or chart should include all positions associated with the division or
program including those charged to other departments or to the CIP.

Identify the costs for recommended position upgrades.

6. Show budget and workforce information that more closely reflect current organization and
program structures.

STELLA B. WERNER COUNCIL OFFICE BUILDING * 100 MARYLAND AVENUE * ROCKVILLE, MARYLAND 20850
240/777-7900 + TTY 240/777-7914 + FAX 240/777-7989
WWW.MONTGOMERYCOUNTYMD.GOV ljy

‘:' PRINTED ON RECYCLED PAPER



Executlve s Recommended Personnel Complement

The Counc11 requests that OMB transmit hard copies of the Executive’s recormnended personnel
complement for the General Government at the beginning of budget season.

Position Updates

OMB currently submits to the Council monthly p051t10n reports that list County Government
positions that were created or abolished since the previous monthly report. Iinvite OMB to
work with the Management and Fiscal Policy Committee to modify the structure of these reports
to improve their usefulness to the Council.

Thank you for your attention to'these requests. 1 suggest that the MFP Commlttee follow up on
this matter as part of its on-going review of the content and structure of agency budget
submissions.

c: Councilmembers
Stephen B. Farber
Linda Lauer
Chuck Sherer



County Awards Summary (FY2007)

Reported on 04/09/2008

arded’ Amount ($). AL(hrs
[o1-ccL ][ sis.50]f sofl_ solf  so] sol[  sol $0] so]  0.00]
[o3-0Lo || 8s.00ff soll stoo]  solf so] . soff sof[  s100]]  0.00
los-zaH |[ 80.00} soll _ so]l__ sof so]l  sof 0| so]l  0.00]
[15-CEX || 104.00 || soll  so][ sof | so]| solf sof  o0.00]
[17-CFw][ 108.00]| soll  sof  so] so] so] $0|| so][  o0.00]
[18-RSC || 80.00)| s2s0]] so|l  so $0]| 50| sol[  s250)  0.00]
[21-BLC |l o0.00]f sofl s200|  sof sof  so] sol[ s200f  0.00]
[23-PIO || 296.00 | so]l  so)l  sof sof[  so]  soll sol  o0.00]
[24-SOE || 680.00] 5ol so]  sof so]__ so 50| solf  o0.00]
[3t-omB || 000j[ szo00]]  so]  so sol  so]f  so] s2000]f 0.00]
[32-FIN || oo0o][ saa425][  so]  sof so]|  soll $0| s4425]]  0.00]
[33-0HR || 11200]]  s$8s0] szo00f  sof sol[  soff so] si0s0]  0.0]
[34-DTs || 100.00] sssool  soll  so sol  sof s0][" ss800]  0.00]
[35-PrO |- 0.00j  s2soff s2500]]  soff s0) S0 sol[ s2750) 0.00]
[42-cor|[  6400] s7750|[  so]  sof soll  so][ s1s000][ s23750] 0.00]
[45-Frs | 3,732.00] solf  soj[  soff sol[  sof $0l| s0]  0.00]
[46-HR |[ s0400]  sso0]l sof  sof so]  sofl sol[  sso0]l  0.00]
147-POL |[ 6,906.00]] sol[  sol[  soff $0]| s0][ s1,500][ s1,500] 720.00]
[-sur | 1s0am0] o] ol so]l __so] so] _so__sol oo
[50-Pwr][10409.00][ $6,750]] $3.350] s900]f s67,800][861,000][ $2.750] $142,550] _0.00]
[64-HHS J|  960.00]| s750|[  sof $1,770]| 50 $0| $0][ s2520][  0.00]
[70-cus |[  49.00]| soll  sol[ so soll 50| $ 0| $0f  0.00]
[71-LIB |[ 1.650.00]| soll  so][  soff $0]| $0|| soll  sol[  o.00]
[72-REC ][ 192.00] so0f[ sioo][  so]f 5ol soll  so][  stoo][  o.0]
7s-pps || 27200]  $250]  soff  $o] so]  sof soll  s2s0][  o.00]
[76 -HCA | 34800t solf  soll  so] soll  so]l  sof solf 0.0}
[78-DED|| 16000 sol_so][ sof[  sof soff  sof so] 000
[s0-ENV ][ 21000]f sol[ so|[ so| 5ol so 50| s0|[ 0.00]
[85-LiQ )| ooo][ stuoo][ s2700][  sof soll  soff $o][ $3.800][ 000}
[09-BIT ||  24.00] soll  so]l  sof soll  so]l  so] so][  0.00]
[Total || 29.54850][ $30.675][ 89,150 ][ 52,670 3 67.800][5 61,000} $20250][ 8 191,545] 72000]




TO:

FROM:

SUBJECT:

MEMORANDUM

April 11,2008
Management and Fiscal Policy Committee

Stephen B. Farber, Council Staff Director dlf-f’

-

Update of Pay Changes since FY99: Montgomery County and Bi-County Agencies,
Other Regional Local Governments and School Systems, the State, and the Federal
Government

The attached tables, prepared by Legislative Analyst Amanda Mihill, update the annual pay
changes since FY99 for the County and Bi-County agencies, other regional local governments and school
systems, the State, and the Federal Government. OLO developed the format in 1994. Data are updated
here for FY09 recommended.

The tables place pay changes in four categories:

Increments (or step increases) provided to employees not at top of grade;
General wage adjustments (COLAs);

Lump-sum payments; and

Adjustments made to the top of salary ranges.

An index to the tables is on the next page. When reviewing the tables, please keep in mind the
foliowing points about the format and content of the data provided:

I.

2.

For FY99-08, the tables report the pay changes that were actuatly implemented.

A hyphen (-) indicates that there was no change to that component of pay in that year. A
blank space indicates that the information was not available. '

For the Montgomery County and Bi-County agencies, the tables include increment amounts
by bargaining unit. For units that have a variable as opposed to a fixed increment amount,
the table reports the weighted average received by employees that year unless otherwise
indicated.

For the non-Montgomery County jurisdictions, we have again attempted to provide more
specific information on increments or steps, despite the diverse approaches to providing
them. Where such information was not available, “Yes” indicates that increments were
provided; a hyphen indicates that increments were not provided.

For the non-Montgomery County jurisdictions, a notation under the title indicates whether
compensation is subject to collective bargaining.

Thanks are due once again this year to the budget and human resources staff of the five County
and Bi-County agencies and our neighboring jurisdictions for their contributions to this compilation of

data.
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U L & 1) DS
’ POSITIONS _WORKYEARS .
. Full Time Part Time Tax Supported Non-Tax Supp. | TOTAL WYs
FY07 APPROVED COMPLEMENT 8,476 1,130 B,203.3 1,308.9 9,512.2
FY08 RECOMMENDED COMPLEMENT 8,981 1,144 8,525.0 1,367.5 9,852.5
CHANGE IN WORKFORCE (GROSS) 505 14 2.7 58.6 380.3
Percentage Change 6.0% 1.2% 3._9% 4.5% 4.0%

Fraternal Order of Police, Lodge 35

Fiscal Impact Summary

Article Itam Description FYOB FY09 FY10
2 Administrative  Increase administrative leave for president from 1040 1o 1092 4,880 4,880 4,880
Leave hours annually :
6+ Clothing Increase all categories 8,710 17,760 27,080
Aliowance:
35 Vehicles Full implementation of Singte Officer Fieet Vehicle program by - 1,872 860 296,350
end of FY09 (35 vehicles incuding video cameras)
36 Wages GWA and increments. GWA: $3,151 increase {0 Step 0, Year 1 8,331,070 14,276,720 18,836,180
of pay plan, maintain existing struciure in FYD8; 4% July 2008; '
) 4.25% Juty 2009
39 Tultion Increase by $100 each year 15,100 30,200 45,300
Assistance
41 Shift Differential Increase aflemoon and midnight differential 49 870 892,300 134,730
Total Fiscal Impact 9,409,630 16,294,720 19,344,520

Montgomery County Volunteer Fire Rescue Association

Fiscal Impact Summary

" Article tem Description FYO0B
12 winter Coats  Active volunteers issued one winter coat 170,430
13 Nominal Fee Each June 1st, active voluntears receive either $200 nominal 212,600
fee or $300 nomina! fee if the volunteer achieved the maximum
number of LOSAP polnts for station responses and
‘standby/sieepin and is on the IECS certified list
Side Letter WMCVFRA  Administrative expenses of MCVFRA 80,250
Total Fiscal Impact 463,280
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Appendix _Subisct

Municipal an

Fiscal Impact Surmmary. .

d County Government Employeés Organization, Local 1994

Description Fros FYod FY10
5 Wagas GWA and incremants. GWA: 4.0% July 2007; 4.5% Juty 2008; 4.5% July 2009 15,208,644 33.4B7462 51.766.280
5 Longevity incramanl Incressa kongevity increment by 1% effeciive January 1, 2008 FiaREal 542 342 542 342
s Differentials Shift diffarantial: Increase svening differardial $0.05 in FY08 and FYDS; Increasa midnight 145,240 234,380 245830
differantial $5.05 in FY0S; Apply midnight differential 1o non-ECC Polica Public Sandce
Aides working 8 pm to 6 am shift, Increase advanced multifingual diffsrentish $0.20 in FYD8;
Increase fisld training diferential $0.25 n FYD8 and FY10
9 Woarking Conditions Appeals of classification studies 50,000 50,000 50,000
21 Tuilion Assisiancs Increase by $100 each your 26,040 52,080 76,130
Fa] Leboar Manapemant Relations Funding to eddress departmantal ixsues 100,000 100,000 100,000
Commities
32 Tools and Uniforms Tool Allowance: tncraass sl categories by $35; Safety Shoes: Incresss by $15 15,780 3,640 3,640
34 Health and Safety Flu vaccinations for all bargaining unit mambers B.760 8,760 8,760
38 Union Activities \ncrease edmiristrative feave bank for use by SLT and OPT Untt Council reprasaniativas by 12,500 12,500 12,500
140 hours #nd 250 hours respediively
49 Re-Openar Costs felated to re-openar on health banefits end pensions 137,000 o 0
53 Seasonal Employess Wages Employess on Segsonal Salary Schedule shefl recaive increases of $0.40 par hour In Juty 265,480 564,140 862,800
2008, $0.45 per howr in Juty 2000, and $0.45 par hour in Juty 2010
Appl Sheriff Compensatory leave for deputy Enariffs on ovemight extraditions 8,890 8.B90 0,890
App | Sheriff Inrease unitorm atiowancs by $75 and shos allowance by $10 1,580 1,580 1,580
App i Healh and Hurman Services School-basad hanith staff (o ba provided with wo dditional days st tha bepinning of the - 1,764,790 1,784,790 1,784,790
school calendar and expand hours fo 7 par day
App v Comeclions Retwotion bonus for Comectional murses of $800 in FYDB, $900 in FY09, and $1,100 in FY1D 18,950 2%.310 26,050
App v Comections tncreasa charpe nurse diffarential 1o $1,75 per howr 5.000 5,000 $.000
App v Comeclions |ncrsase Lniform allowancs for Comectional nurses to $250 1.100 1,100 1.100
App IV Commections Stipend of $1,200 for Emarpency Resporiss Taam members 29,710 28710 28,710
AppWi  Transit Servicas A 1.5 porcent ratention incremant for Bus Operators after four years complated servica and 232,900 465,800 455, 800
an additional 1.5 percent retention incrament after six years of completad service sffactive
Janusry 2008
App VIl Sherilf Salary Schadule Inthede Sengeanis and s new $ep for Deputy Sherfl 1N and Sergaarnts 95,200 121,350 121,350
App Vit Comectional Officer Salary Implement new cormclional officer salary scheduie 219,480 £33,650 633,650
Schedule .
App X Parnitting Senvicas mmtnmmwmtomum 4,500 0 °]
App XVI!  Rewarding Excellence Gain sharing implemantation cosis: Humnan Resources Speciafist, consuting, materials end 47,000 209,000 91,700
printing
Side Lotier  Program Specialisis Prograr Speciatist classification itudy 15,000 o s}
Side Letier Public Librarias Classification study of the Libranan series 10,000 0 [}
Side Letier ‘Wage Survey Wage eurvey of comparabla MCPS job titles 50.000 o o
Totnl Fiscal impsct $18,766.795 $38337,484 356,839,307
Workforce/Compensation Workforce/Compensation  7-19
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Labor Agreement lmplehentation Costs and Other Compensation Changeé *-_.-‘f. ST

Fiscal Impact Summary

Fiscal impact
FYos FYD9 FY10

\mplamentation Costs:

Human Resources and Fire Rescue bargaining support costs for MCVFRA agreement 152,130 145,330 146,330

Mediation/Arbitration costs for MEVFRA bargaining 26,000 1} . 0
Ugrgm:ei-lt-d Compenzation Changes:
Unrepresentad Employees

Wages GWA and Increments. GWA: 4.0% July 2007; 4.5% July 2008; 4,5% July 2009 ' 8,861,060 18,307,120 29,753,190

Differentials Pass-through costs of changes to differentlals 20,200 30,800 30,990

Tultion Assistanca  Increase $100 sach year 75940 15,880 23,820

Police Managemant

Wages GWA and increments: GWA: 4.0% July 2007 and pass-through of salary schedule 610,850 936,050 1,274,040
change; 4,0% July 2008; 4.25% July 2009

Total Unrep ted Comp tion Chanp . $9,678,180 $20,436,180 $31,228.370

Estimated Negotiated Salary Cost FY 2008 - FY 2010

FY 2008 FY 2009 FY 2010

Cola % 4.80% 5.00% 5.30%
MCAASP $ 4873615 $ 5,062,863 $ 5,896,852
MCEA 46,384,133 49,921,985 56,692,285
SEWU 18,642,108 19,663,410 22,738,187
Total Negotiated Salary $69,899,856 $74,648,258 $ 85,327,323

Estimated Continuing Salary Cost FY 2008 - FY 2010

‘ . FY 2008 FY 2009 FY 2010
MCAASP $ 3058072 $ 1,260,197 $ 1,299,598
MCEA ) 15,200,319 12,423,540 12,821,915
SEIU © 7,387,196 4,906,736 5,059,471
Total Continuing Salary 25,655,587 18,590,472 19,180,984
Total Corit. and Neg. Salary $ 95,555,443 $93,238,731 _ $ 104,508,307

MCPS staff explains that the decrease between FY08 and FY09 for continuing salaries is due to the
annualization in FY08 of the FY07 mid-year wage adjustment. This one-time annualization creates
additional costs for FY0S that are not required for the next year’s increase.
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