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AGENDA ITEM 7.2
April 8, 2008
Introduction

MEMORANDUM

TO: County Council

FROM: Robert H. Drummer, Legislative Attome}}. ‘
SUBJECT: *~ Introduction: Expedited Bill 12-08, Personnel - Retirement — Retirement .
Incentive Program

Exbedited Bill 12-08, Personnel — Retirement — Retirement Incentive Program, sponsored
by the Council President at the request of the County Executive, is scheduled to be introduced on
April 8. A public hearing is tentatively scheduled for April 29 at 1:30 p.m.

Bilt 12-08 would provide a retirement incentive program for certain members of the
Employees’ Retirement System. Group A or H members eligible for normal retirement as of
July 1, 2008 or eligible for early retirement and within two years of meeting the criteria for
normal retirement as of July 1, 2008 may apply for the retirement incentive program. The Chief
Administrative Officer must approve applications from Executive Branch employees. The
Council Staff Director must approve applications from Legislative Branch employees. The
retirement incentive would be an additional payment of $25,000 and a waiver of the normal 2%
reduction in an early retirement pension for leaving one year before normal retirement.

This packet contains: Circle #
Expedited Bill 12-08 1
Legislative Request Report 5
Memo from County Executive 6
Fiscal Impact Statement 7
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Expedited Bill No. 12-08
Concerning._ Personnel — Retirement -

Retirement Incentive Program
Revised: April4,2008__ Draft No. 1___
Introduced: __April 8, 2008

Expires: October 8, 2009
Enacted:

Executive:

Effective:

Sunset Date: _None

Ch. , Laws of Mont. Co.

COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

By: Council President at the Request of the County Executive

AN EXPEDITED ACT to:
(1) provide a retirement incentive program for certain members of the employees
retirement system; and
(2) generally amend the law regarding the employees’ retirement system.

b

By amending
Montgomery County Code
Chapter 33, Personnel and Human Resources
Sections 33-42(j)

Boldface Heading or defined term.
Underlining Added to existing law by original bill.
[Single boldface brackets] Deleted from existing law by original bill.
ini Added by amendment.
[[Double boldface brackets]] Deleted from existing law or the bill by amendment.
e Existing law unaffected by bill.

The County Council for Montgomery County, Maryland approves the following Act:
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ExPEDITED BILL NO.12-08

Sec. 1. Section 33-42 is amended as follows:

Sec. 33-42. Amount of pension at normal retirement date or early retirement

date.

* * . *

(1)  Retirement Incentive Program.

(1)

Eligibility.

(A)

(B)

(D)

A Group A or H member may participate in the

Retirement Incentive Program if the member is eligible

for normal retirement as of July 1, 2008 or if the member

is eligible for early retirement and within two years of

meeting the criteria for normal retirement as of July 1,

2008.

Elected or appointed officials are not eligible to

participate.

A member who wishes to participate must notify the

Office of Human Resources in writing by May 1, 2008.

Members chosen to participate must complete all

required forms and retire as of July 1, 2008.

Members emploved Qy participating agencies are not

eligible to participate.

(2) Early Retirement Reduction.

H\Bill Draft 1 - 12-08 RIP.Doc

(A) A member who is eligible for early retirement and within
one year of meeting the criteria for normal retirement
will not have any early retirement reduction applied to
the member’s pension benefit,

(B) A member who is eligible for early retirement and within

two years of meeting the criteria for normal retirement

@ FALAWNBILLS\0B12 Retirement tncentive Prog. Group A Or
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ExPEDITED BiLL NO.12-08

will have an early retirement reduction factor of two

percent (2%) applied to the member’s pension benefit.

Additional Retirement Bewnefit. In addition to a member’s

pension benefit calculated under this Section, the member will

receive an additional $25,000 retirement benefit. The member

may elect to receive the additional $25,000 retirement benefit as

follows:

(A) Upon the member’s retirement, the additional $25,000

retirement benefit will be paid:

(i)  tothe member in one lump sum;

(ii) as a direct rollover to an eligible retirement plan

(as defined in the Internal Revenue Code); or

(iti) a combination of (i) and (ii);

(B) Beginning on the member’s retirement date, 12 monthly

installment payments will be paid:

(i)  to the member:;

(i) as a direct rollover to an eligible retirement plan

(as defined in the Internal Revenue Code); or

(iii) a combination of {1} and (ii); or

(C) as an additional retirement benefit paid over the

member’s lifetime in the pension option elected by the

member under Section 33-44.

Cost of Living. Cost of living adjustments do not apply to this

benefit. No cost of living adjustments calculated under

subsection (c) will include the $25.000 additional retirement

benefit.

@ FALAWABILLS\0812 Retirement Incentive Prog. Group A Or
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Sec. 2. Expedited

ExpPeDITED BILL NO.12-08

Approval. The Chief Administrative Officer must approve a

request to participate in the program from a member employed

by the Executive Branch. The Council Staff Director must

approve a request to participate in the program from a member

employed by the Legislative Branch. If more than twenty

percent (20%) of members eligible to participate, both

Countywide and by department, request to participate in the

program, the Chief Administrative Officer may limit the

number of members, both on a Countywide and department

basis. The Chief Administrative Officer will base any

limitations on vears of service with the County. Years of

service with the County does not include service with a

participating agency, purchased service, or sick leave.

Survivor Benefit. If a member elects to receive the additional

retirement benefit over a 12 month period and the member dies

before receiving all 12 payments, the remaining payments will

not be paid.

Effective Date.

The Council declares that this legislation is necessary for the immediate

protection of the public interest. This act takes effect on the date it becomes

law.

Approved.

Michael J. Knapp, Pre

H\Bill Draft 1 - 12-08 RIP.Doc

sident, County Council Date
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LEGISLATIVE REQUEST REPORT

Expedited Bill 12-08, Retirement Incentive Program — Group A and H Members

DESCRIPTION:

PROBLEM:

GOALS AND
OBJECTIVES:
COORDINATION:
FISCAL IMPACT:

ECONOMIC
IMPACT:

EVALUATION:

The requested expedited legislation provides a retirement incentive program
for certain members of the employees’ retirement system.

As a result of the projected budget shortfall for FY 09 there is a need to
reduce the size of the County workforce.

To provide a financial incentive to employees to retire. This will enable the
County to reduce its workforce without having to resort to significant RIFs.

Office of Human Resources

Office of Management and Budget

see attached fiscal impact statement

n/a



Isiah Leggett
" County Executive

TO:

FROM:

SUBJECT:

OFFICE OF THE COUNTY EXECUTIVE
ROCKVILLE, MARYLAND 20850

MEMORANDUM
March 27, 2008
Michael J. Knapp, Preéident
Montgomery County Council
Isiah Leggett, County Executive
Expedited Bill to Create a Retirement Incentive Program

The attached expedited bill would establish a retirement incentive program for

Group A and Group H members. As noted in my recent budget submission to the Council, this is
but one step to deal with the budget shortfall. The program provides a financial incentive to
employees to retire as a means of reducing the County workforce. This bill stems from a
negotiated agreement with the Municipal & County Government Employees
Organization/United Food and Commercial Workers Union Local 1994. A fiscal impact
statement 1s attached. -

Attachments

IL: sw



Istah Leggett
County Executive

OFFICE OF MANAGEMENT AND BUDGET

MEMORANDUM
March 25, 2008
TO: - Michael J. Knapp, Council President
FROM: Joseph F. Beach, Dirg ffice §f Management and Budget

SUBJECT:  Expedited Bill, Retire centive Plan

Joseph F. Beach
Director

The purpose of this memorandum is to transmit a fiscal impact staterment to the Council on the

subject legislation.

LEGISLATION SUMMARY

_ The expedited bill amends the Employees’ Retirement System to provide for a one-time retirement
incentive program for Group A and Group H members who are either eligible for normal retirement, or eligible for
early retirement and within 2 years of normal retirement eligibility. In his recommended FY09 budget, the County
Fxecutive indicated that he intended to offer a retirement incentive plan that would generate an estimated $5 million
in savings resulting frorm downsizing of the government. It 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 it a lump sum, or over time. In addition, the plan would waive early retirement penalties for anyone
within one year of normal retirement and reduce the penalty for anyone who would be retiring between one and two
years early. There is a pool of 828 members who would be eligible for the incentive, and the expedited bill would
cap incentive payments to 20 percent of eligible members. Should more than 20 percent of eligible members seek

incentive payments, eligibility would be based on seniority.

FISCAL SUMMARY

The legislation is expected to result in $5 million in savings in FY09, and savings of between 315
miltion 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 estimates assume the average salary and benefit levels for those

eligible, and further assurmne that all retirernents are effective July 1, 2008.

Cost of the program will be paid from the Employees Retirement System and will be amortized over

a 10 year period. The attached spreadsheet summarizes the cost and savings.

Office of the Director

101 Motroe 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 liability of the plan will increase by $13.2 miltion. 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 confributed to and concurred with this analysis.

JFB:iob

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