
AGENDA ITEMS 4B, C & D 
April 28, 2015 

Worksessionl Action 

MEMORANDUM 

TO: County Council 

FROM: Robert H. Drummer, Senior Legislative Attorney ~. 
SUBJECT: Worksession/Action: Review of County government collective bargaining 

agreements 

GO Committee recommendation (3-0): approve all provisions of each 
Agreement except the group insurance provisions. 

Background 

Under the County Employees Labor Relations Laws (Police: County Code §§33-75 
through 33-85; County employees: County Code §§33-101 through 33-112; Fire and Rescue 
employees: County Code §§33-147 through 33-157), the County Council must review any term or 
condition of each fmal collective bargaining agreement requiring an appropriation of funds or 
enactment, repeal, or modification ofa county law or regulation. On or before May I, unless the 
Council extends this deadline, the Council must indicate by resolution its intention to appropriate 
funds for or otherwise implement the agreement or its intention not to do so, and state its reasons 
for any intent to reject any part of an agreement. The Council is not bound by the agreement on 
those matters over which the Council has final approval. The Council may address contract items 
individually rather than on an all-or-nothing basis. See County Code §33-80(g); §33-108(g)-G); 
§33-153(l)-(P). 

If the Council indicates its intent to reject or opts not to fund any item, it must designate a 
representative to meet with the parties and present the Council's views in their further negotiations. 
The parties must submit the results ofany further negotiations, or impasse procedures if the parties 
cannot agree on a revised contract, to the Council by May 10 (unless the May 1 date was extended). 
On April 18, 2014, the Court ofAppeals upheld the Council's authority to unilaterally modify the 
group insurance and retirement benefit provisions in the FOP collective bargaining agreement after 
following this statutory process in FOP Lodge 35 v. Montgomery County, 437 Md. 618 (2014). 
The Court held that the Council is not part of the collective bargaining process, is not bound by 
the collective bargaining agreement, and holds the ultimate power of the purse. 

The agreements before the Council this year are with the Fraternal Order of Police (police 
bargaining unit), the Municipal and County Government Employees Organization (County 



employees bargaining units), and the International Association of Fire Fighters (fire and rescue 
employees). Each of these agreements was negotiated in 2015 and takes effect on July 1,2015. 
The Council must review each ofthe provisions ofthese agreements that requires an appropriation 
of funds for FY16 or requires a change in law. 

The attached proposed resolutions were amended to reflect the fmal recommendations of 
the GO Committee. 

GO Committee Worksession 

Linda Herman, Executive Director, Board of Investment Trustees, represented the 
Executive Branch. Steve Farber, Council Administrator, Aron Trombka, OLO, Craig Howard, 
OLO, and Robert Drummer, Senior Legislative Attorney, represented the Council staff. The 
Committee discussed the collective bargaining agreements with MCGEO, FOP, and IAFF as well 
as Expedited Bill 20-15, which would implement the retirement amendments in the MCGEO 
Agreement. 

The Committee recommended (3-0) approving: 

1. 	 the General Wage Adjustment (GWA), Service Increments, and Longevity 
Increments in each Agreement; 

2. 	 the tuition assistance in each Agreement; 
3. 	 the new special duty differential in the IAFF Agreement; 
4. 	 changing the default option to the Guaranteed Retirement Income Plan 

(GRIP) for new employees represented by MCGEO; 
5. 	 an annuity option for Retirement Savings Plan (RSP) members in the 

MCGEO Agreement; and 
6. 	 the new Deferred Retirement Option Plan (DROP) for deputy sheriffs and 

uniformed correctional officers in the MCGEO Agreement. 

The Committee recommended (3-0) rejecting: 

1. 	 the 80/20 cost share for group insurance benefits in each Agreement; and 
2. 	 the prescription drug plan for Medicare-eligible retirees in each Agreement 

to the extent it conflicts with the County's move to Employer Group Waiver 
Plan (EGWP) plus wrap. 

The Committee recommended (3-0) approval of Expedited Bill 20-15 with an amendment 
requested by the Executive to prevent the Director ofCorrections from entering the DROP 
after appointment as Director. 
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The Agreements 

A chart showing the provisions in each Agreement that requires Council approval for 
FYI6, including the GO Committee recommendations is at ©54-55. These provisions are 
described below. 

(1) 	 General Wage Adjustment (GWA) 

A. 	 MCGEO - 2% on July 1,2015. The FYI6 fiscal impact is.$6,75 1,208. 

B. 	 FOP 2% on July 1,2015. The FYI6 fiscal impact is $2,595,501. 

C. 	 IAFF - 2% on July 1, 2015. The FY16 fiscal impact is $2,387,598. 

The fiscal impact of these wage adjustments over time and how they compare to wage increases 
provided to other government workers in the area are described in Council Administrator Farber's 
packet on Compensation and Benefits (all agencies), Agenda Item 4A. 

(2) 	 Service Increments: Each ofthe agreements provides a 3.5% service increment in 
FY16 for any employee who is below the top ofhis or her grade. 

A. 	 MCGEO - The fiscal impact in FY16 is $3,628,623. 

B. 	 FOP - The fiscal impact in FY16 is $1,541,890. 

C. 	 IAFF The fiscal impact in FY16 is $982,053. 

(3) 	 Longevity Increments. 

A. 	 MCGEO - an employee eligible for a longevity increment in FY16 would 
receive 3% increment. The FY16 fiscal impact would be $88,981. 

B. 	 FOP - an employee eligible for a longevity increment in FY16 would 
receive a 3.5% increment. The FY16 fiscal impact would be $74,348. 

C. 	 IAFF an employee eligible for a longevity increment at 20 years or 28 
years would receive a 3.5% longevity increment. The F.Y16 fiscal impact 
would be $97,007. 

Committee recommendation (3-0): approve the GWA, Service Increments, and the Longevity 
Increments in each Agreement. 
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(4) 	 Tuition Assistance. 

A. 	 MCGEO - 50% of all funds appropriated for tuition assistance that is not 
designated for another bargaining unit must be allocated for employees 
represented by MCGEO. The Executive's recommended FY16 budget 
allocated $300,000 for tuition assistance not designated for a different 
bargaining unit. 

B. 	 FOP - $135,000 is designated in FY16 for employees represented by the 
FOP. 

C. 	 IAFF -the maximum annual tuition assistance for each employee is $1830. 
The Agreement does not designate a portion of tuition assistance for IAFF 
employees. IAFF employees would share the $150,000 not otherwise 
designated for MCGEO or FOP employees with unrepresented employees 
and volunteer fire and rescue workers on a first come, first served basis. 

Committee recommendation (3-0): approve the tuition assistance as agreed upon. These costs 
are the same as the FY15 appropriations for tuition assistance. 

(5) 	 Shift and special duty differentials. 

New IAPF Special Duty Differential for air compressor technicians and meter 
technicians - $2037. The FY16 fiscal impact would be $12,096. 

Committee recommendation (3-0): approve the new shift differential as agreed upon. 

(6) 	 GRIP ElectionlRSP Annuity. 

A. 	 MCGEO - Change the default election for new MCGEO employees hired 
after July 1,2015 to the GRIP. The Executive did not recommend changing 
the default option for newly hired unrepresented employees. The FY 16 
fiscal impact would be $10,000 to make changes to the computer system. 

Under current law, a new non-public safety employee must make an 
irrevocable choice to participate in either the Retirement Savings Plan 
(RSP) or the Guaranteed Retirement Income Plan (GRIP) within the first 
150 days offull-time employment. Under each plan, the County contributes 
8% of salary and the employee contributes 4% into a separate account. In 
the RSP, the employee must direct the investment of the account balance 
among several investments provided under the Plan. In the GRIP, the Board 
of Investment Trustees invests an employee's account balance along with 
the defined benefit plan trust funds. The County guarantees a return of 
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7.25%. The County bears the investment risk for members of the GRIP. 
The employee bears the investment risk for members ofthe RSP. 

Many new employees fail to make a choice. Under current law, the default 
choice is the RSP. Bill 20-15 would change this default choice to the GRIP 
for employees represented by MCGEO. The Bill would not change the 
default choice for new unrepresented employees. OMB attached a report 
from an actuary, Gabriel, Roeder Smith & Co. (GRS), analyzing the 
potential fiscal impact of this change. See ©60-69. Although the change is 
likely to increase the number of employees in the GRIP, the fiscal impact 
depends entirely on the investment returns in the ERS Trust Fund. If they 
are greater than the 7.25% paid to the employee accounts, then it would 
have a positive impact. If not, the impact would be negative. The only 
conclusion we can draw from this analysis is that it would increase the 
County's investment risk. 

Committee recommendation (3-0): approve changing the default option for new employees 
represented by MCGEO to the GRIP. 

B. 	 MCGEO Add an annuity option for all employees in the RSP. This 
change would provide the same option for those employees who choose the 
RSP instead of the GRIP.l 

Under current law, a member of the GRIP can choose to receive his or her 
account balance upon retirement in the form of an annuity paid by the ERS 
Trust Fund. The employee must transfer his or her account balance to the 
ERS Trust Fund in return for periodic payments for the member's life and, 
if chosen, the life of the member's spouse. The annuity is calculated based 
upon the member's estimated life span (and the estimated life span of the 
member's spouse) in much the same manner as an insurance company 
would calculate an annuity. Since the ERS Trust Fund does not charge fees 
or seek a profit, the annuity payout should be greater than the payout offered 
by a private business. OMB attached a report from GRS analyzing the 
potential fiscal impact of this change. See ©90-92. The annuity option 
shifts both investment risk and longevity risk to the ERS Trust Fund. Ifthe 
investment returns are less than predicted, the annuity will have a negative 
fiscal impact. If the member outlives his or her estimated lifespan, the 
annuity will have a negative fiscal impact. Again, it is impossible to 
calculate the fiscal impact of this risk, but it exists. OMB also estimated a 
one-time $10,000 cost to implement the change. 

Although the annuity would be similar to an annuity purchased from a bank or other private sector business, the 
actual payout is expected to be slightly higher because the ERS does not add additional fees and can assume a higher 
investment return. See the comparison at ©56. 
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Committee recommendation (3-0): approve the changes to the GRIP election and the RSP 
annuity. 

(7A, B, C) Group Insurance Benefits. 

In 2011, the Council rejected the provisions in each collective bargaining agreement 
providing for an 80/20 employerlemployee cost share and changed it to 75/25 for all employees 
who do not select a health maintenance organization. The collective bargaining agreements with 
the County's three unions were never amended to reflect this change, but the Executive continued 
to include funding for the 75/25 cost share in his recommended budgets for FYI2-15. Each union 
filed a prohibited practice charge against the Executive alleging that he was legally required to 
recommend approval ofthe collective bargaining agreement. The Court ofSpecial Appeals agreed 
and held that the Executive committed a prohibited practice by failing to recommend the 80/20 
cost share to the Council. However, the Council formally rejected the provisions in each 
agreement providing an 80/20 cost share and adopted the 75/25 cost share for FYI2-15. The FOP 
challenged the Council's authority to reject the agreement, but the Maryland Court of Appeals 
upheld the Council's rejection of the 80/20 cost share last April. The Court held that the Council 
is not part of the collective bargaining process, is not bound by the collective bargaining 
agreement, and holds the ultimate power of the purse. 

For FYI6, FOP Lodge 35 and MCGEO Local 1994 agreed in a side letter that they would 
not file a prohibited practice charge against the Executive ifhe included the 75/25 cost share in his 
recommended budget despite the contrary language ofthe collective bargaining agreement. IAFF 
Local 1664 did not agree. Therefore, the Executive included funding for the 80/20 cost share for 
IAFF members in his recommended budget, but included funding for the 75/25 cost share for all 
other employees. The Executive recommended, as he was required to, the 80/20 cost share just 
for IAFF members and added $620,000 to his recommended budget to pay for it. 

Although the Executive's recommended budget includes funding for the same 75/25 
cost share that was approved by the Council for all employees in FY15 for both MCGEO 
and FOP members, all 3 collective bargaining agreements continue to require the 80/20 cost 
share. Therefore, if the Council wants to continue to fund the same level of these benefits for all 
employees in FY16, the Council must formally indicate its intent to reject each of these provisions 
in each of the collective bargaining agreements. The rejection of the benefit provisions in the 
IAFF Agreement would reduce expenditures for these benefits by the $620,000 added to fund the 
80/20 cost share. The rejection of the benefit provisions in the MCGEO and FOP agreements 
would not reduce expenditures from the Executive's recommended FY16 budget. This can be 
accomplished by adding the following language to the operating budget. 

This resolution appropriates funds for employee group insurance benefits for the 
fiscal year that begins on July 1, 2015. This appropriation is subject to the 
following conditions: 
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The following cost-sharing provisions must apply to each eligible County employee 
and each eligible employee ofa participating agency whose active employees are 
paid through the County's payroll system. These provisions do not apply to any 
eligible employee ofa participating agency that does not use the County's payroll 
systemfor active employees. These provisions do not apply to any eligible retired 
employee. 

Group Insurance Premiums 

(medical. prescription drug, dental. vision. life insurance. long-term disability 


insurance) 


The County must pay 80% of the cost ofthe premiums, and each employee must 
pay 20% of the cost of the premiums, for a Health Maintenance Organization 
(HMO) medical plan, including any prescription drug plan that is bundled with an 
HMO medical plan. 

The County must pay 75% ofthe cost of the premiums, and each employee must 
pay 25% ofthe cost ofthe premiums, for each benefit plan listed below: 
• Point-of-Service (POS) medical plan; 
• Stand-alone prescription drug plan (Standard Option plan); 
• Dental; 
• Vision; 
• Basic Life insurance; 
• Dependent Life insurance $2,000/$1,000/$100 tier; and 
• Long-term disability insurance. 

Each employee enrolled in the High Option prescription drug plan must also pay 
the difference between: 
• the County contribution toward the cost ofthe premium for the Standard 
Option prescription drug plan; and 
• the cost ofthe premium for the High Option prescription drug plan. 

Optional Life insurance and Optional Dependent life insurance 
($4,000/$2,000/$100 tier and $10,000/$5,000/$100 tier) remain at 100% paid by 
each employee. 

Prescription Drug Benefits 

Each employee enrolled in a stand-alone prescription drug plan must receive 
generic prescription drugs, ifavailable. Ifan employee chooses to receive a brand 
name drug that has a generic equivalent, the employee must pay the generic drug 
co-payment plus the difference between the cost ofthe brand-name drug and the 
generic drug. This generic drug requirement may be waived only ifthe employee's 
doctor certifies in a separate document that it is medically necessary to use a 
brand-name drug instead ofits generic equivalent. The letter ofmedical necessity 
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must contain details ofthe medical reason and must be attached to the prescription. 
lfthe waiver is approved by the Pharmacy Benefit Manager (PBM), the employee 
must be charged the brand-name drug co-payment. 

The County's stand-alone prescription drug plans must allow each employee to buy 
up to a 90-day supply ofa maintenance medication at any retail pharmacy agreed 
on by the County and the PBM in addition to using the PBM's mail service 
pharmacy. An employee must pay a penalty fee ifa maintenance prescription is 
filled at a retail pharmacy other than a pharmacy agreed on by the County and the 
PBM This penalty fee is the difference between the mail order cost and the retail 
prescription cost. This fee is in addition to the corresponding co-payment. 

The County's prescription drug plan must limit coverage for each participant to a 
maximum of 6 doses each month for any drug specifically approved by the Food 
and Drug Administration for the treatment oferectile dysfonction. Medications 
currently approved for this purpose include sildenafil (Viagra), vardenafil 
(Levitra), and tadalafil (Cialis). 

These changes to the prescription drug benefit must apply to each participant in 
the County's prescription drug plan, including each eligible retired employee, 
survivor, dependent, and employee ofa participating agency. 

Basic Life Insurance Benefit 

For eachfull or part time employee eligible for life insurance coverage, the County 
must provide term life insurance coverage equal to the employee's earnings (as 
defined in the Group Insurance Certificate) rounded up to the nearest thousand 
dollars. The County will offer each eligible employee the opportunity to buy 
additional Optional Life Insurance at full cost during Open Enrollment. 

For each full or part time employee eligible for life insurance coverage, the County 
must provide an accidental death and dismemberment (AD&D) benefit. The 
AD&D benefit includes: 

• 	 AD&D insurance of8 times earnings, up to $600,000, for a loss oflife that 
is a direct result of an accidental injury sustained in the performance of 
County employment. A lower amount may be payable for certain 
dismemberments resulting from accidental bodily injury. 

• 	 AD&D insurance of4 times earnings, up to $300,000, for a loss oflife that 
is not a direct result ofan accidental injury sustained in the performance of 
County employment. A lower amount may be payable for certain 
dismemberments resulting from accidental bodily injury. 
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Modifications - Council approval 

Any material change in any part ofthis paragraph or its application to any 
employee or group ofemployees, including any premium holiday or other waiver 
ofpremiums for County-provided health or life insurance, is subject to Council 
approval. 

Committee recommendation (3-0): approve the same group insurance benefits for FY16 that 
were approved by the Council for FY15, including the changes approved for Medicare Part D for 
retirees as described below. 

(7D) 	 Medicare Part D Employer Group Waiver Plan (EGWP) for eligible retirees. 
The Executive's Recommended FY15 budget included transitioning all Medicare­
eligible retirees to an EGWP plus Wrap prescription drug plan. The FY15 savings 
attributable to health insurance for County government retirees reduced the 
required FY15 OPEB pay-as-you-go contribution by $900,000 and the pre-funding 
contribution by $27.5 million. On March 24, 2014, the FOP filed 2 separate 
contract grievances alleging that transitioning FOP retirees to an EGWP plus Wrap 
prescription drug plan violated the collective bargaining agreement.2 The 
grievance is ongoing. The County Attorney's Office is defending the grievance. 
The Executive's position is that the move to an EGWP plus Wrap prescription plan 
does not violate the agreement. The Council does not need to wait for the resolution 
of this grievance. As discussed in the background, the Council has the authority to 
mandate the move to an EGWP plus Wrap plan even if it is inconsistent with the 
collective bargaining agreement. 

Committee recommendation (3-0): To the extent that the move to an EGWP plus Wrap plan is 
inconsistent with the collective bargaining agreement with FOP, disapprove the provision on 
prescription drug plans for retirees and continue to mandate the move to EGWP plus Wrap. The 
savings are substantial and the move is unlikely to change the value ofthe prescription drug benefit 
received by Medicare-eligible retirees. 

(8) 	 MCGEO DROP. The Executive agreed to submit legislation to the County that 
would establish a new Deferred Retirement Option Plan (DROP) for deputy sheriffs 
and uniformed correctional officers.3 Expedited Bill 20-15, which would create 
this new DROP, was introduced by the Council President at the Request of the 
Executive on April 21. 

2 MCGEO and the IAFF did not file similar grievances over the Executive's proposed move to EGWP plus Wrap. 
3 MCGEO President Gino Renne submitted a letter asking for Council support for the DROP for deputy sheriffs and 
uniformed correctional officers. See ©l03. 
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Discussion of the DROP 

This new DROP would be similar to the existing DROP for sworn police officers. An 
eligible employee could choose to enter the DROP at full retirement. Once in the DROP, the 
employee would continue to work and receive his or her normal salary for up to 3 years. The 
employee would stop making retirement contributions and stop earning more service time for 
retirement while in the DROP. The County would pay the employee's retirement pension into a 
separate DROP account. The employee must choose investment options for these funds similar to 
the RSP. When the DROP period is over, the employee must leave County service and not return. 
The employee would receive the DROP account balance plus the pension the employee earned 
before entering the DROP with enhancements to the pension for cost-of-living adjustments the 
employee missed while in the DROP. 

1. What is the fiscal impact of the DROP? 

OMB estimated a one-time $50,000 cost to implement the new DROP. See ©58-59. OMB 
attached a report from GRS analyzing the potential fiscal impact ofthe new DROP. See ©70-89. 
The Council's Office of Legislative Oversight analyzed the GRS report to provide additional 
information on the fiscal impact of this new benefit. See ©93-95. OLO also relied on a report 
from the Council's actuary, Tom Lowman. See ©97-102. The Executive included no funds in 
FY16 for this benefit because the actuarial evaluation to calculate the additional County 
contribution necessary to fund this benefit will be calculated next year when payment begins. If 
the Council enacts this new DROP, it will be paid for over the next 20 years through 
increased County contributions to the ERS Trust Fund starting in FY17. In other words, the 
County would be buying the new benefit now, but paying for it later. 

GRS estimated that the total cost of the new DROP would range between $2.6 and $4.1 
million. OLO summarized its review of the actuary report as follows: 

OLO finds that GRS used reasonable assumptions to estimate the cost of 
the proposed DROP. Nonetheless, given the lack of experience data 
specific to the cohort that would receive the benefit as well as the high cost 
sensitivity associated with small changes in employee behavior, OLO 
concludes that the actual future cost of the DROP could fall outside of the 
range calculated by GRS. Further, OLO suggests that the Council take into 
account the immediate full cost of the DROP when considering whether to 
approve this new benefit. 

2. What is the purpose ofthe DROP for deputy sheriffs and uniformed correctional officers? 

Sworn police officers and uniformed fire and rescue employees already have a similar 
DROP. Fire fighters receive a guaranteed return on their money of 8.25% for members entering 
the DROP before July 1,2013 and 7.5% for members entering on or after July 1, 2013. Police 
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officers must direct their own investments. The DROP for deputy sheriffs and correctional officers 
would require the participant to direct his or her own investments. 

The participant receives a tangible benefit. The participant can receive their retirement 
pension (though deferred) with interest along with normal salary for the last 3 years ofemployment 
before retirement. To some observers, this is double-dipping out of the same pot. What is the 
benefit to management? Increased retirement benefits can help with retention and recruitment of 
employees. However, we have not seen any evidence that the County is having difficulty 
recruiting new employees for these positions. It is possible that an employee would choose to stay 
longer because of the DROP, thus reducing the need to find a replacement. While this is likely in 
the first few years after the DROP begins, it is also likely that over time employees will schedule 
their entrance into the DROP 3 years before they would normally retire. It may encourage some 
employees to leave earlier due to the large lump sum an employee can receive upon exit from the 
DROP. The Executive's actuarial report (GRS) estimates that using an assumption that employees 
will stay 1.6 years longer due to the DROP would increase the County's liability by $2.6 million, 
but an assumption that employees only stay 1year longer due to the DROP increases the County's 
liability to $4.1 million. Small changes in employee behavior create large changes in the County's 
liability. Predictions ofemployee behavior in this area are inherently inaccurate due to the lack of 
experience with a DROP for these employees. 

The most likely benefit to management would be succession planning. Sheriff Popkin 
explained this as the reason he supports a DROP for deputy sheriffs. See ©57. Since deputy 
sheriffs must complete the police academy training, the lead-time for hiring new deputy sheriffs is 
significant. Scheduling a recruit class requires estimating the need for new employees. A DROP 
makes it easier to estimate when vacancies will occur. However, the extra lead time for hiring 
deputy sheriffs does not apply to uniformed correctional officers because the initial training is 
much shorter and done on an as-needed basis. In order for the DROP to support succession 
planning, the employee must be required to leave County service at the conclusion of the DROP 
and not return. The Bill uses the same language as the current law for police and fire, "when the 
employee's participation in the DROP ends, the employee must stop working for the County and 
receive a pension benefit." See lines 134-136 ofBill 20-15. 

3. Are DROP plans used for deputy sheriffs and uniformed correctional officers in other 
local jurisdictions? 

Maryland State police and fire have a DROP. State corrections officers do not. Many 
Maryland counties have a DROP for police and fire, but not for corrections. Those jurisdictions 
that have a separate police force, such as Howard and Anne Arundel, have a DROP for police, but 
not for deputy sheriffs. Baltimore County had a DROP for all employees, but ended it for new 
employees hired after 2007. Charles County has a DROP for deputy sheriffs, but they do not have 
a separate police force. 

4. Is creating a new DROP for deputy sheriffs and uniformed correctional officers equitable? 

Assuming that the major purpose of the DROP is an enhanced retirement benefit, it may 
be considered equitable to create a DROP for deputy sheriffs and uniformed correctional officers 
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because it is a benefit enjoyed by police and fire. However, the County has divided its employees 
into two major groups for retirement benefits - those with a defined benefit plan (the ERS), like 
deputy sheriffs and correctional officers, and those with a defined contribution plan (the RSP; the 
GRIP is a hybrid plan, but the cost to the County is much closer to the RSP). More than half of 
current employees are now in the RSP or the GRIP. 

The difference in the retirement cost for these two groups is very large. In FYI6, the 
County will contribute 8% ofsalary for employees in the RSP and the GRIP, but 38-40% ofsalary 
for employees in the ERS. (Few private sector defmed contribution plans offer an employer 
contribution as large as 8%, and more than 40% ofprivate sector workers have no retirement plan 
at all.) For two County employees who both have a salary of $70,000, the first in the RSP or the 
GRIP and the second in the ERS, the County will contribute $5,600 for the first employee and 
about $28,000 for the second employee. Adding a DROP for deputy sheriffs and correctional 
officers would further widen this gulf. It could add more than $4 million to the County's accrued 
liability for the defined benefit plans. While it is payable over 20 years, beginning in FYI7, it is 
real money. Is this the best use ofthis money? 

5. Who would be eligible for the DROP? 

Bill 20-15, implementing this provision, would apply to a Correctional Officer I, 
Correctional Officer II, Correctional Officer III, Correctional Dietary Officer I, Correctional 
Dietary Officer II, Correctional Supervisor-Sergeant, Correctional Dietary Supervisor, 
Correctional Shift Commander-Lieutenant, Correctional Unit Commander-Captain, Deputy 
Warden, Warden, and Director ofthe Department ofCorrections. The Bill would apply to Deputy 
Sheriff I, Deputy Sheriff II, Deputy Sheriff III, Deputy Sheriff Sergeant, Deputy Sheriff 
Lieutenant, Deputy Sheriff Captain, Assistant Sheriff, and Chief Deputy Sheriff (Colonel). The 
elected Sheriff would not be eligible for the DROP. The Agreement only applies to those 
,employees in bargaining unit positions. The Bill would pass this benefit through to management, 
including the Director of Corrections. The purpose of including upper management is to avoid 
discouraging employees from applying for management positions. This seems reasonable, up to a 
point. It seems difficult to justify providing a DROP retirement benefit for an appointed official 
such as the Director of Corrections.4 The CAO requested an amendment to make the Director of 
Corrections ineligible to enter the DROP after appointment. See ©96. The Committee 
recommended (3-0) approval of this amendment to the BilL 

6. What are the Council's options for the DROP? 

The Council has the final word on enacting this Bill. The Council is not part of the 
collective bargaining process and is not bound by the Agreement. There are at least 4 options: 

(a) Enact the Bill as introduced. 

(b) Reject the DROP for the deputy sherifft, uniformed correctional officers, or both. 

4 An employee hired as a Department Director from outside the County would not be eligible for the ERS or the 
DROP. 
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(c) 	 Remove some or all ofupper management from the DROP, such as the Director of 
Corrections. 

(d) 	 Reduce the maximum period ofparticipation. One or two years oflead-time would 
still give management the opportunity to plan for new hires while significantly 
reducing the cost of the DROP. 

Committee recommendation (3-0): approve the DROP with the amendment requested by the 
CAO for the Director of Corrections. 

The Committee also discussed the ability of an employee to return to County service after 

the DROP period ends. The Committee agreed that the language in lines 134-136 of Bill 20-15, 

"when the employee's participation in the DROP ends, the employee must stop working for the 

County and receive a pension benefit," means that the participant must not return to County 

service. Otherwise, a central rationale for the DROP, management's ability to use it for succession 

planning, would be lost and the cost to the retirement system would likely increase. 
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OFFICE OF THE COUNTY EXECUTIVE 
ROCKVILLE, MARYLAND 20850Isiah Leggett 

County Executive 

MEMORANDUM 

April 1,2015 

TO: George Leventhal, President 
Montgomery County Council -;~ 

~---Isiah Leggett, County Executive -PFROM: 

SUBJECT: Memorandum ofAgreement between the County and FOP 

I have attached for the Council's review the agreement resulting from the recent 
collective bargaining negotiations between the Montgomery County Government and the 
Fraternal Order ofPolice, Montgomery County Lodge 35, Inc. The agreement reflects the 
changes that will be made to the existing Collective Bargaining Agreement effective July I, 2015 
through June 30, 2016. 

I have also attached a snmmary of the agreed upon items as well as a copy of the 
fiscal impact statement referenced in the Workforce/Compensation chapter ofmy budget to 
assist in Council's review of the document. The items will take effect for the first time in 
FY2016 and have a fiscal impact in FY2016. 

Attachments 

cc: 	 Shawn Stokes, Director, Office of Human Resources 
Jennifer Hughes, Director, Office ofManagement and Budget 
Marc Hansen, County Attorney, Office of the County Attorney 

(j) 




Resolution No: _______ 
Introduced: April 14, 2015 
Adopted: _________ 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

Lead Sponsor: Government Operations and Fiscal Policy Committee 

Subject: Collective Bargaining Agreement with Fraternal Order of Police 


Background 


1. 	 Section 510 of the County Charter requires the County Council to provide by law for 
collective bargaining with binding arbitration with an authorized representative of the 
County police officers. 

2. 	 Chapter 33, Article V of the County Code implements Section 510 of the Charter and 
provides for collective bargaining with representatives of certain police officers and for 
review of the resulting agreement by the County Council. 

3. 	 On April 1,2015, the County Executive submitted to the Council an agreement between 
the County government and Fraternal Order of Police for the years July 1,2015 through 
June 30, 2016. A copy ofthe Agreement is attached to this Resolution. 

4. 	 The County Executive outlined the terms and conditions of the collective bargaining 
agreement that require or may require an appropriation of funds or changes in any County 
law qr regulation in FYI6. 

5. 	 The Government Operations and Fiscal Policy Committee considered the Agreement and 
made recommendations at a worksession on April 23, 2015. 

6. 	 The County Council has considered these terms and conditions and is required by law to 
indicate on or before May 1 its intention regarding the appropriation of funds or any 
legislation or regulations required to implement the agreement. 

Action 

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

The County Council intends to approve the following provisions for FYI6: 



1. 	 2.0% general wage adjustment for all bargaining unit members on the first pay 
period after July 1,2015. 

2. 	 3.5% service increments for all eligible members. 

3. 	 Tuition assistance cap at $135,000. 

4. 	 3.5% longevity increments for eligible members. 

The Council intends to approve the group insurance provisions as they were included in 
the Executive's Recommended FY16 operating budget, including a Medicare Part D Employer 
Group Waiver Prescription Drug Plan for Medicare-eligible retirees. To the extent that this 
approval is inconsistent With any provision of the collective bargaining agreement, that provision 
is disapproved. The Council intends to approve all other provisions of the Agreement subject to 
Council review. 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 
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MEMORANDUM OF AGREEMENT 

BETWEEN 

THE MONTGOMERY COUNTY GOVERNMENT 

AND THE 

FRATERNAL ORDER OF POUCE, MONTGOMERY COUNTY LODGE 35, INC. 

The Montgomery County Government (Employer) and the Fraternal Order of Police, Montgomery 
County Lodge 35, Inc. (Union), agree that their collective bargaining agreement effective July 1, 
2012, through June 30, 2015, is extended in full force and effect for the one-year term July 1, 
2015, through June 30, 2016, subject to the amendments shown on the following pages 

Please use the key below when reading this document: 

Underlining Added to the existing collective bargaining agreement 

[Single boldface brackets] Deletedfrom the existing collective bargaining agreement 

* * * Existing language unchanged by the parties 

* * * 
Article 17 

Disability Leave and InJl,lry on the Job 

* * * 
Section B. Eligibility 

1. 	 An employee who is temporarily disabled in the line of duty and unable to perform 
normal duties or an alternate duty assignment, must be paid [the difference between 
normal county salary and the amount received under the workers compensation law 
for the period of temporary disability. The County shall provide a supplement to the 
standard Worker's Compensation benefit so that the gross pay of employees is equal to 
eighty-five percent (85%) of his/her regular gross pay. In the event that this calculation 
results in net pay, after taxes, that is less than the employee's regular net pay, the 
supplement shall be that which is required to provide 100 percent of original gross pay] 
full salary continuation in the form of disability leave. Gross pay shall not be modified 
for purposes of calculating final or final average earnings for retirement purposes. This 

section shall not adversely affect any other calculation or benefit. When incapacitated 
for regular work assignments, the employee must be required to accept other work 
assignments for the period of recuperation if found physically capable or be ineligible 
for disability leave. The ability of the employee to work will be determined by the 
County's Medical Examiner or such physician authorized by the chief administrative 
officer. 

* * * 

1 
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Article 24 

Insurance Coverage and Premiums 

* * * 
Section C. Prescription Drug Plan. Effective January 1, 2009, the County shall provide prescription 
plans (Prescription Drug Plan - $5/$10 co-pays and Modified Prescription Drug Plan Option ­
$10/$20/$35 co-pays with a $50 deductible) for all active employees. Employees who select the 
Modified Plan Option shall pay 20% of the cost of the Modified Prescription Drug Plan Option. The 
Employer shall pay the remaining 80% of the Modified Prescription Drug Plan Option. For 
employees who select the Prescription Drug Plan, the employer shall pay 800,,6 of the total 
premium cost of the Modified Prescription Drug Plan Option and the employee shall pay the 
remainder of the prescription drug plan premium. 

Effective January 1, 2016, or as soon as administratively practical thereafter, both prescription 
plans shall include the following PBM programs: 

1. 	 Generic Step Therapv- Requires the use of cost-effective generic alternatives within 
the same therapeutic class, as first line therapy before brand name prescriptions are 
covered. 

2.' 	Specialty Pharmacy Guideline Management - To support appropriate utilization for 
specialty medications and help ensure the member meets sophisticated and robUst 
criteria before a first dispense. that they experience expected therapeutic outcomes 
while on therapy, and discontinue unsafe or ineffective therapy. 

3. 	 Advanced Control Specialty Formularv- To promote cost effective care for members 
utilizing specialty medications bv encouraging utilization of clinically appropriate and 
lowest next cost medications with the following therapy classes: Auto-Immune, 
Multiple Sclerosis and infertility. This program only applies to new therapies. Existing 
utilization is grandfathered. 

4. 	 Pharmacy Advisor Counseling at CVS retail -- To provide available assistance designed to 
improve members health through one-on-one pharmacist counseling (face to face and 
bv phone), tailored messaging. and coordination with health care providers at the most 
critical points in therapy. 

5. 	 Pre-A uthorization for Compound Prescriptions -- Com pound prescriptions will require 
prior authorization by the Pharmacy Benefit Manager for any compounded claim with a 
single ingredient cost exceeding $300. 

* * * 
Section N.l. Optional Term Life Insurance. Effective July 1, 1999, employees may purchase 
group life insurance in amounts equal to one, two or three times salary provided they pay 100% of 
the premiums. This benefit shall carry into retirement [to age 70] atthe members election. At age 

70, the face value of the policy reduces to 50% ofthe original face value. At age 75, the face value 
of the policy reduces to 25% of original face value. The member can purchase the amount of the 
reductions on an individual policY as long as amount does not exceed the original face value. 
There shall be no pre-qualification for those who elect this insurance during initial implementation 
or initial employment. Thereafter, a medical examination and/or medical questionnaire may be 
required. Eligibility shall be extended to all employees who were in the bargaining unit as of 


January 1, 1999. ® 

* * * 
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Section T. Group Insurance Program Changes 

1. 	 Dependent Life Insurance. [Add additional dependent] Dependent life insurance 
options may be elected by [for) bargaining unit employees [of] in the following 
increments: 

$2,000 spouse; $1,000 child to age 26 

$4,000 spouse; $2,000 child to age [21; $100 newborn under age 6 months126 

$10,000 spouse; $5,000 child to age [21; $100 newborn under age 6 months1 26 

These additional options will be offered on an employee pay all basis. 

* * * 
Article 25 

Transfers 

Section F. Filling of Vacancies. 

1. 	 Department directive 325, dated July I, 1997, or its successor, as agreed by the parties, 
shall remain in effect to the extent it deals with negotiable terms and conditions of 
employment. (See Side Letter dated January 15, 2015.) 

2. 	 All members of the selection committee must review and sign the recommendation. 

3. 	 Subsequent to the selection, any unit member applicant shall have the right to review 
the recommendation committee memo upon request. 

The County will provide information consistent with the arbitration award February 2, 
2007. 

Section G. Reserved [Work Group on Training and Selection Procedures. The parties agree to 
establish a joint committee for the purpose of providing appropriate training and selection 
guidance in the filling of vacancies through procedures provided under departmental directive 
325. [See Side Letters:]] 

* * * 
Article 31 

Reopener 

,.. ,..


* 
Section C. Exercise ofManagement Rights. These article sections are subject to Bill 18-11 and the 
PLRA. Should any of the provisions in these articles conflict with the PLRA and Bill 18-11, or any 
other law, the law shall prevail. 

1. 	 In the event the Employer considers any exercise of a management right listed in Article 
42 and the parties are unable to agree as to the effects on employees of the Employer 
exercise of such rights, all provisions of this agreement shall be reopened for 
negotiations at the request of either party on or after November I, 2004. 

2. 	 If, after negotiations, the parties are unable to agree, impasse may be declared by 
either party. Within 10 days of impasse, the parties shall select an impasse neutral 1'1\ 
either by agreement or through the process of the American Arbitration Association. 

______Wjtbin..60_da¥s..tb.er..eafter..,.the--dispute_sbalLhe...r:esalvecLpur:suanUo..the...impassl;-e------­
l.V 
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procedures (excluding dates) of Chapter 33, Section 33-81(b) of the Montgomery 
County Code. Within 10 days after submission of all evidence, the impasse neutral shall 
Select, as a whole, the more reasonable, In the impasse neutral's judgment, of the final 
offers submitted by the parties. The impasse neutral may take into account only those 
factors listed in Chapter 33-81(b)(5) of the Montgomery County Code. (See Ground 
Rules, Addendum, 2004-2005, attached as Appendix T.) 

... ... 

Section D. These article sections are subject to Bill 18-11 and the PLRA. Should any of the 
provisions in these articles conflict with the PLRA and Bill 18-11, or any other law, the law shall 
prevail. 

1. 	 The Parties have agreed on amendments to the Police Labor Relations Law as identified 
under Article 68 to be submitted to the County Council for the purpose of amending 
Chapter 33, Sections 33-81 and 33-82 of the Montgomery County Code. 

2. 	 If the parties agree that the substance of the agreed upon amendments have been 
enacted into law, Sections C, 0, and E wi!1 be null and void upon the effective date of 
the enacted law. 

... ... ... 

Section E. These article sections are subject to Bill 18-11 and the PLRA. Should any of the 
provisions in these articles conflict with the PLRA and Bill 18-11, or any other law. the law shall 
prevail. 

Should a party make any challenge to the legality of Sections C or 0 of this Article in any 
forum, the other party may choose to have the contract expire on June 30, 2005 . 

... ... ... 

Section G. Reopener Matters. 

1. 	 On or before September 1, [2013] 2015, there shall be a reopener for the purpose of 
bargaining over any issue(s) determined to be subject to bargaining by the Permanent 
Umpire pursuant to a filing of a charge of engaging in prohibited practices or a joint 
rea !Jest or demand to bargain under Article 61. The deadline by which bargaining on 
any specific issue must be completed and after which the impasse procedure must be 
implemented shall be September 30, [2013] 2015. 

2. 	 On or before March 2, [2014] 2016, there shall be a reopener for the purpose of 
bargaining over any issue(s) determined to be subject to bargaining by the Permanent 
Umpire pursuant to a filing of a charge of engaging in prohibited practices or a joint 
request or demand to bargain under Article 61. The deadline by which bargaining on 
any specific issue must be completed and after which the impasse procedure must be 
implemented shall be March 31, [2014] 2016. 

[3. 	On or before September 1, 2014, there shall be a reopener for the purpose of 
bargaining over any issue(s) determined to be subject to bargaining by the Permanent 
Umpire pursuantto a filing of a charge of engaging in prohibited practices. The deadline 
by which bargaining on any specific issue must be completed and after wh ich the 
impasse procedure must be implemented shall be September 30, 2014. ] 

The parties will schedule arbitrators for all three reopener sessions by no later than July 15, (j) 
[2013] 2015. If no issues determined to be subject to bargaining are pending for a particular 

----....--•••• _~ .................:-....-...-+a...""--.....J.."......·,-cl=.......,....k;tT.,...,... 	 '
...................... 
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Any issues subsequently determined to be subject to bargaining will be bargained and, if 
necessary, taken to arbitration, during the next reopener. 

* * * 

Article 36 

Wages 

Section A. Wages. Effective July 1, 2007, the salary schedule shall be increased by adding $3,151 
at Step 0, Year 1 with increments and promotions for all other steps and pay grades calculated 
from the new Step 0, Year 1 basis. Increments and longevity shall continue to be calculated as 
required by Article 28. The percentage increases upon promotion shall continue (up to the 
maximum for each rank) to be: 5% between PO I and PO II; 5% PO II and PO III; 5% between PO III 
and MPO; 10% between MPO and Sergeant; and, subject to Section D, infra, 5% between POC and 
POI. 

The four and one-quarter(4.25} percent wage increase scheduled to take effect in the first full pay 
period following July 1, 2009 shall be postponed, and shall not be effective during fiscal year 2010, 
2011, 2012 2013, 2014, and 2015. Salary-based benefits shall not be diminished as a result of the 
postponement, and such benefits will be calculated as if the postponed wage increase had been 
received as scheduled. (Appendix T) 

The County agrees to pay a $2,000 lump sum payment in FY2013 to employees who are actively 
employed by the County on that date. This payment will be made in one lump sum, by separate 
payment, at the conclusion of the first full pay period of FY2013. Employees who are unpaid leave 
and return to work during FY2013 shall receive the $2,000 lump sum on their date of return to the 
workforce and will receive their payment by separate payment following their return to active 
employment with the County. The lump sum payment is considered regular earnings for income, 
withholding, and employment tax purposes. The payment will not be added to the employees' 
base salary. These payments are not considered "regular earnings" for retirement/life insurance 
purposes and employees will not receive any retirement/life insurance benefits based on these 
payments. Employees will not be required to contribute toward their retirement for this payment. 

Effective the first full pay period after July 1, 2013, each unit member shall receive a wage increase 
of two and one-tenth percent (2.1%). Each unit member whose service increment was deferred 
during FY2011, FY2012 and/or FY2013, and who is otherwise eligible, shall receive a salary 
adjustment of 1.75% effective the first full pay period following February 1,2014. 

Effective the first full pay period following July 1, 2014, each unit member shall receive a wage 
increase of two and one-tenth percent (2.1%). Each unit member whose service increment was 
deferred during FY2011, FY2012 and/or FY2013, and who is otherwise eligible, shall receive a 
salary adjustment of 1.75% effective the first full pay period following February 1, 2015. 

Effective the first full pay period following July 1. 2015. each unit member shall receive a wage 
increase of two percent (2.0%). 

* * * 
Article 47 

Duration of Contract 

[This agreement shall become effective on July 1, 2012, and terminate on June 30,2015.] The 

duration of this agreement shall be one year, become effective July 1, 2015, and terminate June (]) 

30,2016. 


http:one-quarter(4.25
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Article 51 

Personnel Files 

* * * 
Section B. Custody and Review 

1. 	 The Office of Human Resources Personnel Office shall maintain the official personnel 
file for each County employee. 

* * * 
7. 	 To preserve confidentiality and protect the privacy of employeesl access to an 


employee1s personnel records shall be restricted to the following: 


* * 
g. 	 Members of a Recommendations Committee when an emplovee has applied for a 

position vacancy announcement (limited to performance evaluations. letters of 
commendation. awards and training documents for bargaining unit members 
assigned to Recommendations Committee). 

* * * 
11. Restricted Duty Unit files shall be maintained in the Police [Personnel1 Health and 

Wellness Division. Restricted Duty Unit files shall be destroyed after twelve months 
have elapsed since the employee returned to full duty, except RDU tracking forms shall 
be transferred to the department unit/operating file and the official personnel file. 

Section C. Contents 

* * * 
3. 	 Employee files'held by a department-shall contain documents necessary for 

program operations limited to: 

* * * 
f. 	 Copies of performance evaluations including supporting documentation [and 

the Annual Skills Inventory and Career Development formsJ limited to five 
years. (See Side letter.) 

* * * 
k. 	 Copies of transfer notices for past five years (indicating only effective date, 

present assignment, future assignment and authorizing signature{s)). 

* * * 
Article 57 

Retirement 

* * * 
Section N. [Reserved] Line of Duty Death Benefit for Unit Members in Proficiency Grades 

All salary and pay based benefits and compensation paid on account of the line-of-duty 
death of a bargaining unit member holding the rank of POC, PO I, PO II. or PO III shall be based on (j) 
the pay of a PO III with the same years of service but not less than Pay Grade P4, Step 5. 

* * * 

I 
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Article 61 

Directives and Administrative Procedures 

This agreement has been negotiated in the manner set forth in the Preamble. 

[Section A. Procedures for Review ofDirectives. Prior to forwarding proposed changes to 
directives, rules, and procedures to the FOP, the employer shall make a good faith effort to assign 
one of the categories listed below, Section B-D, to the draft. Draft copies of proposed changes to 
directives, rules, and procedures with the previously referenced designation shall be forwarded to 
the Union along with a copy of the current directive, rule or procedure (if applicable). All changes 
shall be identified in the draft document. Each party shall, in writing, designate one representative 
to send and receive all documents specifically related to the Police Department required under 
this article. Each party shall, in writing, designate one representative to send and receive all 
documents not specifically related to the Police Department required under this article. 

Section B. Changes to directives, rules and procedures which are a mandatory subject of 
bargaining. Negotiable matters pertaining to administrative procedures, department directives, 
and rules referenced in this agreement (including those that are part of any appendices) or are 
otherwise a mandatory subject of bargaining are subject to addition, change, amendment or 
modification, only after specific notice is provided to the other party with an opportunity to 
bargain, if both parties agree to bargain, and after the parties reach agreement. If no agreement is 
reached, the addition, change, amendment or modification shall not be implemented. 

Section C. Changes to directives, rules and procedures involving the exercise ofa management 
right. If the change, or a portion thereof, to the administrative procedure, department directive, 
or rule involves the effects on employees of the exercise of a management right as enumerated in 
Article 42 §A, it will be proposed by either party for bargaining. Thereafter, the parties shall 
engage in bargaining only over the effects of the exercise of employer rights in accordance with 
the Montgomery County Code. 

Section D. Changes to directives, rules and procedures involving a procedural matter which is 
neither a mandatory subject ofbargaining nor triggers bargaining over the effects of the exercise 
ofemployer rights. After transmittal of the administrative procedure, department directive, or 
rule to the FOP involving a procedural matter which is neither a mandatory subject of bargaining 
nor triggers bargaining over the effects of the exercise of employer rights, the Union shall notify 
the employer of any comments for consideration by the employer, the Union has regarding the 
draft document within twenty-one (21) days. If the FOP does not respond, the employer shall 
follow-up in writing to the FOP. 

Section E. In the event the FOP receives a draft administrative procedure, department directive, 
or rule and disagrees with the categorization applied by the employer, the FOP shall notify the 
employer within ten (10) business days. If the FOP does not respond, the employer shall follow-up 
in writing to the FOP. If the FOP does not respond within ten (10) business days of the follow-up, 
such failure to respond shall indicate agreement by the FOP to the categorization, but not the 
substance, of the administrative procedure, department directive, or rule. In the event the parties 
are unable to agree on the categorization of a directive, the matter may be resolved in accordance 
to the provisions of the Police Labor Relations Act (PLRA).] 

Section A. Prior to implementing new directives or rules, or proposed changes or amendments to 
directives or rules. the Employer shall notify the FOP. The Employer shall give the FOP notice of 
new, changed or amended directives or rules by email no less than thirty (30) working days before @ 
implementation. The Employer shall forward draft copies of proposed new, change or amended 
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Any new directive or rule and all changes or amendments shall be identified in the draft 
document. 

Within in ten (10) working days after the Employer emails notice to the FOP, the FOP may 
email comments to the Employer and/or request a meeting with the Employer to dis.cuss the 
changes. The Employer shall meet with the FOP within five (5) working days ofthe FOP's emailed 
request. Any comments shall include identification of those specific provisions of the new directive 
or rule (or the change or amendment to the directive or rule) that the FOP wishes to discuss. 

Each party shall, in writing, deSignate one representative to email notices as described in 
Sections A and B. 

Section B. The FOP may demand to bargain a provision of a new directive or rule or a change or 
amendment to a directive or rule. The demand shall be emailed to the Employer within fifteen (15) 
working days after the Employer emails notice to the FOP and shall include identification of the 
specific provision's) of the new directive or rule (or the change or amendment to the directive or 
rule) that the FOP demands to bargain as a mandatory subject of bargaining. The Employer shall 
then proceed as follows. 

1. 	 Ifthe Employer agrees that the provision is subject to bargaining. then the Employer 
shall email the FOP its decision to bargain within five (5) working days of the FOP's 
demand to bargain and enter into collective bargaining with the FOP over that 
provision within five (5) working days. If the parties cannot reach agreement, the 
matter shall be bargained at the earlier of either the next term negotiation [per MCC 
§33-80(dll or next Article 31, §G reopener date. 

2. 	 If the Employer does not agree that the provision is subject to bargaining, the Employer 
shalf email the FOP that decision within five (5) working days of the FOP's demand to 
bargain and the parties shalilointly seek a negotiability determination from the 
Permanent Umpire within five (5) working days. The parties shall request that the 
Permanent Umpire issue the decision within thirty (30) calendar days. If found 
bargainable, the parties shall begin bargaining within five (5) working days of the 
Permanent Umpire's decision. Ifthe parties cannot reach agreement, the matter shall 
be bargained at the earlier of either the next term negotiation [per MCC §33-80(d)] or 
next Article 31, §G reopener date. 

Section [F] C. Con/lict.lf a provision of a regulation, departmental directive or rule conflicts with a 
provision of the contract as described in this article, the contract prevails except where the' 
contract provision conflicts with State law or the Police Collective Bargaining Law. A copy of the 
preceding sentence will be placed on the first page of each departmental directive that is issued or 
reissued after July 1, 2003. 

Section [G] D. Presumption 0/ Validity. It is presumed that any work rule, policy, directive, 
regulation, or procedure is valid unless challenged. Ifthe validity of such a rule is challenged by 
the FOP, the County has the burden of establishing the validity of the rule in relation to the 
provisions of the Contract, the Police Labor Relations Law, and applicable State law. The County 
does not, however, have the burden of establishing the validity of work rules to which the FOP has 
expressly agreed or concurred. 

Section [H] E. LEOBR Hearing Board. When in an LEOBR administrative hearing board 
proceeding, a unit member asserts that a County work rule, policy, directive, regulation, or 
procedure is invalid or inapplicable because the rule conflicts with the Contract, the County agrees 
that its representative will inform the administrative hearing board that it is appropriate for the 
board to consider the validity of the rule in relation to the Contract. before the board applie£tUJh.....e___ 

http:Con/lict.lf
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County's rule. 

* * * 
Article 65 

Automatic Vehicle Locator/Portable Radio Locator 

Section A. Automatic Vehicle Locatorfportable Radio Locator. The Automatic Vehicle Locator 
(AVL) and Portable Radio Locator (PRL) [is a] ~system~ [which allows] that allow the [ECC] 
Department to identify the location of police vehicles and portable radios [which have been 
equipped with fixed mount computers] that are equipped with GPS tracking capabilities. This is a 
critical officer safety tool and will greatly enhance the safety of employees who have fixed mount 
computers and GPS enabled portable radios. [Employees who use "bag units" (portable 
computers) rather than fixed mount computers will not be required to connect to the AVL system 
during the term of this contract. [Side Letter: AVL data is retained for 120 days.]] It is the intent of 
the County to limit the data storage for AVVPRL to 365 days. In the event that the Employer 
should decide to change its AVVPRL data storage requirements, the Union will receive advance 
notice of this change. 

Section B. Operation. The AVL/PRL [system does] systems do not report and store vehicle/radio 
locator data when the [fixed mount] computer!radio is turned off. Employees assigned vehicles 
equippedwith fixed mount computers are not required to have their computers turned on when 
they are not on duty. 

Section C. Use ofAVL!PRL Data 

1. 	 [AVL data will not be used in, or as a basis for any diSciplinary action against an 
employee.] The Employer may only use AVL/PRL data as a basis of discipline where the 
information was obtained after the Department reviewed a specific incident following: 

a. An external complaint being filed concerning the incident (a non-police Department 
employee) 

b. A pursuit; 
c. Uses of force arising out of the incident that result in injuries to anyone; 
d. A collision involving a police vehicle; 
e. A non-employee's claims of injury arising out of the incident; or 
f. The Employer's reasonable basis to suspect that the AVVPRL data would show an 

officer engaged in criminal wrongdoing or serious allegations of misconduct in 
violation of Department rules and regulations applicable to bargaining unit 
members. At the time of its review, the Employer shall enter the grounds for its 
reasonable basis in the log described in 2 or in a related case or investigative file. 

2. 	 [AVl data will not be used in any internal investigation or administrative hearing board 
proceeding.] A log will be kept to record access to all AVUPRL data. The log will include 

the: 

a. 	 Name of the employee accessing: 
b. 	 Reason for access; 
c. 	 Date data access. 

Section D. MPIA. The County agrees that it will deny all Maryland Public Information Act 
(MIPA) requests for stored AVl/PRL data on the movements and location of vehicles assigned to @ 
unit members until and unless a point is reached where court decisions establish that AVl/PRL 

~---"'-""",-.,.-ie..AI-lh.Iit>-lAfAf'-mAt-iAn-csl·lhi~a:-ta-r-e1 	 - p. ~ - ill- .. fe -i n' f·~--
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MPIA requests for stored AVl/PRL data in the trial courts, and will continue to defend these 
denials in trial courts until and unless court decisions establish that AVL!PRL data is not 
confidential information. The County may, where appropriate, seek appellate review of court 
decisions ord ering the release of AVL!PRL data, but is not required to do so. If the county chooses 
not to appeal, the employee shall have the right, as allowed by the Court, to continue the appeal 
at the employee's own expense. 

Section E. Summonses. The County agrees that it will seek court protection from any subpoena or 
summons seeking stored AVL!PRL data on the movements and location of vehicles assigned to unit 
members, except for subpoenas issued by a grand jury, or a State or federal prosecutor. The 
County will seek protection from subpoenas and summonses in the trial courts, until and unless a 
point is reached where court decisions establish that AVL/PRl data is not confidential information. 
The County may, where appropriate, seek appellate review of court decisions ordering the release 
of AVL/PRl data, but the county is not required to do so. Ifthe county chooses not to appeal, the 
employee shall have the right, as allowed by the court, to continue the appeal atthe employee's 
own expense. 

Section F. Notice to the FOP. Unless prohibited by court order, the employer shall notify the FOP 
upon receipt of a request for AVL!PRL data, including, but not limited to, an MPIA request, a 
subpoena, summons, or court order. 

* * * 
Article 68 

Propos'ed Legislation Relating to Impasse Procedure 

Section A. 

These article sections are subject to Bill 18-11 and the PLRA. Should any ofthe provisions in 
these articles conflict with the PLRA and Bill 18-11, or any other law, the law shall prevail. 

* * * 
Section B. 

These article sections are subject to Bill 18-11 and the PLRA. Should any of the 
provisions in these articles conflict with the PLRA and Bill 18-11, or any other law, the law shall 
prevail. . 

This Article represents the result of bargaining over a permissive subject of bargaining. 
Any dispute arising out of the application or interpretation of this Article is not grievable or 
arbitrable and may be submitted to the Permanent Umpire in accordance with Montgomery 
County Code Chapter 33, Section 33-82. 

* * * 
Article 70 

[Wellness Study Committee] HEALTH AND WELLNESS 

The parties shall establish a Wellness Study Committee consisting of three Union representatives 
and three Employer representatives to review health and wellness issues involving unit members 
of the MCPD. The committee shall meet on or before July 1, 2009, and shall, upon majority vote, 
issue a report on June 1, 2010. 

The FOP may participate in the existing County Joint Labor Management Wellness Committee. @ 
The FOP may have up to three representatives on the committee as well as one or more FOP 
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Article 71 


Employee Benefits Committee 


1. 	 Effective July 1, [2013] 2015, the parties shall jointly establish an Employee Benefits 
Committee through [December 31, 2013] October 2015 (which may include [any other 
employee organization] UFCW Local 1994 MCGEO and IAFF Local 1664) to study, review, 
and evaluate the [feasibility of establishing a union health care trust, joint healthcare trust 
or Union administered plan for possible implementation no later than January 1, 2015] 
changes in employee benefit administratlon, including but not limited to. cost share 
arrangements for possible implementation no later than January 1.2017. By mutual 
agreement the parties may agree to being meeting prior to July 1. 2015. 

'" '" '" 
6. 	 The Committee shall prepare a report of findings or recommendations for the parties 

regarding proposed changes in employee benefit administration no later than [December 
31,2013] October 31. 2015. 

'" * '" 
Appendix I 

Article 30 Uniforms and Equipment 

ISSUED CLOTHING AND EQUIPMENT 

CATEGORY: Academy (see below listed items under ALL SWORN) 

1 Sweat suit outfit 

[1 Clipboard) 


CATEGORY: All Sworn 

1 Class A cap 
1 [Black crew neck sweater minimum 50% wool] Black Sweater 
1 Black [Gortex] duty jacket 
1 Class A dress blouse 
2 Class A tan pants 
2 Class A tan short sleeve shirts 
2 Class A tan long sleeve shirts 
1 light Weight black duty jacket 
8 Long sleeve shirts 
8 Short sleeve shirts 
1 Pair [Corfam] hi-gloss dress shoes 
1 Pair black rubber boots 
1 [Gortex long black raincoat] Reversible hi-visual, waterproof, long black raincoat 
1 Class A cap rain cover 
[3]~ Black clip on ties 
8 Black Trousers 
1 [Black knit watch cap] Winter knit hat w/county cloth badge 
1 Black baseball style cap w/county cloth badge 
1 Shoulder microphone (subject to availability) 
3 [9mm] Handgun magazines 
1 1:1",1;;1 n .....,..."'tinnc: f\Jbnll::'~ 
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1 Transportation Article 
1 Fine book 
[1 MAARS Manual] 
1 . Criminal. Digest 
1 Criminal Citation Manual 

Black leather Items: 
1 Pair black leather boots 
4 Black belt keepers 
2 . Black liD" rings 
1 Black handcuff case 
1 Black [9mm] Handgun holster 
1 Black rechargeable flashlight ring holder 
1 Black "Sam Browne" [black] belt 
1 Black synthetic outer duty belt 
1 Velcro inner belt 
1 Black shoulder strap 
1 Black double handgun magazine [9mm] holder 
1 Black DC holder 
1 Black leather ASP holder 
1 Black identification case 
1 Black key keeper 
1 Black leather cut resistant gloves 
1 Black Garrison belt (Honor Guard +Admin) 

CATEGORY: All Sworn (continued) 

Serialized Equipment: 
1 Flashlight: black metal, rechargeable, wI additional batteries and use as protective 

instrument [NI-CAO battery/ "Maglite" ] 
1 Bullet proof vest 
1 Bullet proof vest black [winter] outer carrier 
2 Bullet proof vest [summer] inner carriers 
1 pair handcuffs 
1 9mm semi-automatic handgun gun plus ammunition 
1 Portable radio 
1 long gun 

Other: 
1 [Black] Plastic battery operated flashlight 
[1 100 foot measuring tape] 
1 County brass Police badge 
2 Maryland seal collar pins; class A 
1 County street map 
1 Equipment bag 
1 Fingerprint kit 
1 First aid kit and bag 
1 Gas mask with carrier bag 

----Jl"---Class..A..hat.br.ass-bad.K'gel:--~---------.---~----~---------
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1 Brass marksman badge 
[l],f Brass name plates 
[l],f Brass name plate "serving since" pins 
2 Velcro nameplates 
[1] ,f Pair white cotton gloves 
2 Plastic handcuffs (flex cuffs) 
1 Portable radio holder 
1 Riot Ballistic helmet with face shield 
1 Orange Hi-Vis/reflective traffic vest 
1 Traffic tern plate 
1 Traffic orange wand (flashlight attachment) 
[11.'- Plastic whistle 
1 Collapsible ASP 
1 OCSpray 
1 Black [nylon] "rubber glove" pouch 

CATEGORY: Tactical 

1 .45 cal. Semi-automatic [(Para Ordinance)] handgun and ammunition 
1 Pair summer boots with vlbrum soles 
1 Pair winter boots with vibrum sales 
1 [Maglight] Flashlight/mini-laser product light 
1 Black modular holster for .45 cal. Handgun 
1 Pair binoculars 
8 Sets of black uniforms/l set camouflage uniform 
4 Green combat uniform sets 
1 Tactical/ballistic vest with pouches 
1 USAF flight jacket 
1 Black Velcro Sam Browne belt 
1 Tactical eqUipment bag 
1 Ballistic helmet~ tactical 
1 Set hardware & harness for repelling (including figure eight ring!carbineer) 
1 Set [Gortex] windproof/waterproof cold weather outerwear (jacket & pants) 
1 .308 counter sniper rifle 
[1 Fully automatic sub-machine gun; H&K MP5 SMG (9mm)) 
1 Fully automatic M-4 carbine With holographic Sight, infrared/white weapon light, infrared 

aiming laser magazines and ammunition 
1 Portable radio headset with ear/mouth piece, ptt (push to talk) 
[11.£ Diversionary device 
1 Set each elbow/knee pads 
1 Pair padded/tactical gloves 
1 Fire retardant jumpsuit (Nomex) 
1 Pair fire retardant gloves 
1 Remington 870 Breaching Shotgun 
1 UTM Simunition bolt 
1 Simunition Face mask 
1 Binocular IR night vision goggle 
1 Taser 
2 
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1 Gas mask with voice emitter 

CATEGORY: Canine 

1 Tracking lead 
1 Street lead 
1 Tracking harness 
1 Agitation harness 
2 Reward balls (toys} 
1 Remote training collar fe-collar) 
1 K9 training bite sleeve 
[1· 9mm automatic gun (92F) plus ammo] 
1 Pair black summer boots 
1 Pair black winter boots 
1 Concrete slab and chain link kennel 
[11.6 Dog choke chain 
1 Pinch collar 
1 Flat collar 
1 Dog food pan 
1 Heated water bowl 
1 Kennel tarp 
1 Dog house 
1 Dog muzzle 
1 Dog water bucket 
1 Grooming brush and rake 
1 [Black low rider nylon holster) Safariland ALS level III tactical holster 
1 Surfire X Series gunlight w/pressure mounted grip switch 
1 Black nylon Velcro gear belt with magazine holder and all other necessary attachments 
[211 Training leads 
8 Sets of black BDU uniforms of rip stop material; with short sleeve and long sleeve shirts 
1 Black Surefire minHlashlight with charger/6 rechargeable 
1 Black [Gortex] Windproof/waterproof rain suit Oacket and pants) 
1 Radio [headset] earpiece for [saber) portable radio 
2 Tactical tracking gloves 
1 Protective eve wear 
25 Cloth name tags for uniform shirts 
25 Cloth badges for uniform shirts & jackets 

CATEGORY: Traffic 

1 Black leather motor jacket 
1 Motor helmet with ear muffs 
1 [Pair gauntlets/mittens not gloves] Heated clothing (1 pair pants, 1 iacket liner, 1 pair 

gloves, 1 pair socks and thermostat) 
1 Pair motor boots 
1 Pair safety glasses @)8 Pairs riding britches 

____~[~~~Wlq~------------------------------------------------------
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1 Rain coat/suit and pants 

Note: Putts may be worn, but will not be issued. 


CATEGORY: Detective 


1 Detective badge 

1 Badge belt clip 

1 Black leather pancake holster 

1 Single black leather magazine holder 

1 Jumpsuit with cloth badge 


CATEGORY: Mountain Bike (See below for "specification sheet" Brand names may be substituted 

for equal/greater quality items.) 


1 	 (Per assigned officer), [Trek USA Police model 8000] Black Mountain bike 

1 Black [Vetta] rack [#01-610] 
1 Black [Jadd] police bag 
1 Black bicycle bell 
1 Black [Vista] rear light/red lens 
1 [Mt. Zefa'] black fenders \ . 

1 Rear mount kickstand 
1 Black water bottle racks 
1 [Niterider] light system 
1 Black [Giro] helmet with white "POUCE" logo 
1 Black [Trek] derailleur guard 
1 Repair kit: to include Slime tube 26 X 1.90 and three (3) plastic tire levers 
1 Black [Trek] water bottle 
1 	 Pair [Oakley] protective sunglas'ses "511" Tactical aileron shield ballistic glasses [("M" 

frame-gray)] 
1 	 [Avocet] saddle, [Gelflex M30] 
1 	 [Mt.Zefal"Plus"] bike mounted pump 
1 	 Cable bike lock 
[1 	 Pair Smith & Wesson ankle cuffs] 
1 	 [Gortex] Windproof/waterproof Fall/Winter foul weather suit (to include: 1 [Gortex] 
windproof/waterproof pants and jacket. cycle vest, [1 zip off Bolero Ultrex, and Ultrex pants)] 
2 	 Black BDU long pants 
5 	 Pairs black bike short pants 
5 	 Polo shirts 
[1 	 Pair Nike bike shoes] 

PART TIME BIKE RIDERS/BICYCLE: 

1 	 Helmet 
1 	 BDU 
2 	 Shorts 

. 2 Shirts 

CATEGORY: SAT 	 @ 
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1 Portable radio ear phone set per person (subject to availability) 

CATEGORY: COMMUNITY [OUTREACH] SERVICES 

1 Black [leather pancake 9mm] concealment holster 
1 Black [leather] single 9rt:lm magazine and handcuff case 

[CATEGORY: PAGERS 

The following units/officers receive one (1) pager per person: 
Special Assignment Teams 
Special Investigations Division 
Detective Sections 
TEAM 
Alcohol Enforcement 
Hostage Negotiations 
Technical Services 
Internal Affairs 
Fugitive Squad 
Traffic MPOs 
DARE 
School Safety 
Community Outreach 
Community Policing Coordinators 
Gang Coordinators 
Administrative Officers] 

CATEGORY: Special Clothing/Safety Equipment 
e.g. Technical services masks, breathing apparatus, first aid kits, black 
winter boots, black summer boots. 

[CATEGORY: Other Specialized Units/BLACK UNIFORMS 
2 sets - Alcohol Enforcement Unit (AEU), Truck Inspectors 
4 sets - Academy staff 
8 sets - Technical Services, AAU Tow Truck Supervisor] 

CATEGORY: Other Specialized Units/GREY UNIFORMS 

4 sets - Range instructors 

CATEGORY: OTHER 

2 MPO insignia phiS 
2 P03 insignia pins 
[2]~ Black Turtleneck shirts 

Exceptions to turtleneck: @
1. Office of the Chief 

-----2.-Court-Liaj~ 
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3. ISB except: Forensic Services Section 
4. MSB except: 

a. Fleet Coordinator 
b. Abandoned Motor Vehicle 
c. Academy 

NOTES: 
1. Officers who bought their own black sweaters can continue to wear them. 
2. Trousers must have "utility" pockets 
[3. Where "Gortex: is specified, an equivalent may be issued. 
4. Where Safety Committee recommends and parties agree, other substitutions may be 
made.] 

•••••*••••••••••••••••••••••••••••••••••••••••••*••••*•••••**.****************** 

IN WITNESS WHEREOF, the parties hereto have caused their names to be subscribed hereto by 
their duly authorized officers and representatives this _ day of March 2015. 

FRATERNAL ORDER OF POLICE, MONTGOMERY COUNTY, 
MONTGOMERY COUNTY LODGE 35 MARYLAND 

~1!iJ~___ 	 BV~ -
Torrie Cooke 	 Isiah Legge 


County Execl,ltive 


A~Y 
County Attorney 

LIl 



Tentatlv~·Agreement 

2014 FOP. Nelotiations 
Mediation 
1/15/15 
9:00p.m. 

PosJtion Vacancy Side Letter Agreement 

The parties agree that the following terms will apply when an employee applies for} and Is selected for a 
position vacancy. ~e following is the procedure for position vaca~les; . . 

• 	 The Employer will provide instructions on how to apply for position vacancies in each 
position vacancy announcement. . 

• 	 The employer will provide a receipt indicating the date and time for each application 
. received for a position vacancy. The recejpt will be provided to each respective applicant. 

• 	 Applications submitted after the dosing date will not be accepted. 

• 	 The selected applicant, for each posH:ion vacanCy, will be notified by the recommendations 
committee, ~r designee} following the selection made by the Bureau ~hief. . 

The parties agree that the following terms will apply 'when an employee elects to rescind a transf~r 
request: 

• 	 An officer seeking a permanent transfer (not Including a-position vacancy announcement) 
may also rescind the transfer request by submitting a memorandum, or via emall, through 
their chain of command to their Bureau Chief. 

For the County 	 . For the Union 



Article 51 Side Letter Agreement 

Tentative Agreement 

The parties agree that the following terms will apply when an employee wants to review their personnel 
file and when the employer purges a member's personnel file. This side letter applies exclusively to 
personnel files stored atthe Police Personnel Division. 

1. 	 Officers should calf ahead or make an appointment to review their department held 
perSonnel file. Officers Who do not make an appointment may have to wait while the file Is 
obtained. Any doCtJments purged from the file prior to producing It to the requesting officer 
shall be provided contemporaneously with the file for review~, 

2. 	 The Police Personnel Division will notify, via e-mail, an employee of documents being 
removed from their main Department personnel file (maintained bv Police Personnel). By 
email message, police employees must elect how to receive their purged documents (in 
person or via interoffice mail) or Instruct the p'ersonnel Dlv1slon to shred the documents. 

3. 	 Police employees choosing to pick up purged documents from Police Personnel must do so. 
within 14 calendar days of receiving the email from the Personnel Divlsion. If the purged 
documents are not retrieved by the employee within 14 calendar days, or If there Is no 
email respollse to the original purge notice, then all purged documents wilfbe sent to the 
employee via interoffice mail. 

For the FOP 	 For the Employer 

( 


~e&-
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Me~ndum Qf Onder5tandingl)etween 

Fraternal Otckir 9f POlite MoritjomeryCounty (bdge 3!i~.lnc. and 
f 

TheMontgOmerycountj(;ov_nment 
~ . . 
MO'rrtsome;y COUnty Maryland, 

;for July!.t 20lS,to June 30,2016' 

This MemQrarrd4m'9f Und~r,~~ndingbetw~~\he M(';lntg9,merYCountv Govf,!mment{hen:iinaher" the 
"(f:ounty'i) ~nd the F~tem.~1 Ordt?r ofPo,Hce MO,f\tg9rnery"CQunty:bodge3$l in(l; (hereinafter the "FOP") 
here~.v memorl~llze~,the':'agreemen~' betw~~n th~ 'partlru;i~rislng out:pf cQllecllve barg~ining 
n~gotiatl.0ns tha~ oc.eurred durinS N9vembli!r(:l014 through l~nu.aryj2015. 

1.T.1iepaJii~ ~tknoWled!t' that the 'health, pr~riptrOr'l9ng r~t,lretnent be"'e.f.ts~rrentlv' 
'be'lngprovi~ed bV tn~ Emplover pursuant ~o pr~YiOU$ ~L!nty CoI,II'\~iliJctlpn ~fe fhcpnsistent 
wlt:1l:the prOVis,ions oflhe. eolll!.ctive Barg~lningAg.re.ement 

c2. 	 Th~P~lrtl~s agr~Jh!lt" noty,tlth$tahdlng ~h~ (;~A langUMe~, the Etnplov~r will seek/for the FY' 
~~T~tom~n9~d budgflt,f\J.n~i'r-g fQr t~9.,se b~nefi~ at t~ lev~1 se.t by Montgomety·County 
(oun~li R~solution Nb.~7;,.149, Bi1l1i·1i,and Montgomt!ry:Countyi:;oundfResolutJon No. 
17-1111. 

~. 	 This. itg~em~nt does- !1Q~ affe#or alter 1h~ PQ~I~ib.ns or rights ofthe p~rtiesln regards to 

th~~ ~nefit$.,Th.e F()P{agr~$. that they, wiU' noifile1i, prQhlbi~ed practice charge 

re~renG'ng;thefU",;f,lng ~fthese ben~:flts, identified In paragr~ph one,' tntheW 16 

f~omm,en.ded bud.g~. 


I~ WITNE$S WHERE,9f, thepanl~!)t\~reto ha.ve:i:~usedthei' names to be sUbscl'iibedhereto by their 
duJV'~¢:h<:Jrized o.ffi(¢r and r~pr.e$enta.t~~ithis _,_d~y pfJahUClI'Y, 2015. 

Fratemal.OrdB'of,'Polict!",l,.Odge 3S,:lnc~: MQn1gomeryCQunty, Ma.tv.!and: 
">' ••• " ., ••••• ,,~, 	 ,., .•••• '~

I/L/' .. '·d k't'\;'":: : ' .::'. ...4J.D(f 
Oa.1;l'!lsi . hl?gg • ounty ~ecl!~iv. D.ate 

By;----...,...-- ­
Mart zJ.fc~k, Chief N~gQti;:it()r o~'t{! 

Approved as: to fe>rm arid legality 
Office .Ql'the 'CQul}ty Attdtney 

.4&-." 74 {II ~ / I C-By_ " ,', ,~ 
, Da(e 

@ 

http:PQ~I~ib.ns


I Summary of Economic Impact Items in the Labor Agreement with FOP Effective FY 2016 

r· Artide Subject Summary of Change Requires Present or Requires Requires Notes 
Appropriation Future Fiscal Legislative Regulation 
Inffundll Ilmnact -, ~.~ 

117.B Disability Leave Disability leave will be paid as full salary continuation No No No No 
Eligibility 

224.C Prescription Drug Effective 01/01/2016, prescription plans will include No Yes No No Estimated Cost 
Plan the following PBM programs: Reduction - See 

Fiscal Impact 
1. Generic Step Therapy -requires use of cost-effective Statement 
generic alternatives; 2. Specialty Pharmacy-Guideline 
Management - supports appropriate utilization for 
specialty medications; 3. Advanced Control Specialty 
Formulary - promotes cost effective care for members' 
utilizIng specialty medIcations; 4. Pharmacy Advisor 
Counseling at CVS retail- provides available assistance 
designed to improve members' health through one-on­
one pharmacist counseling; 5. Pre-Authorization for 
Compound Prescriptions - requires prior authorization 
by the PBM for any compounded claim with a single 
ingredIent cost exceedIng $300. I 

I 

324.N Optional Term Life At age 70 the face value of the poUcy reduces to 50% of No No No No 
Insurance original value. At age 75 the face value of the policy 

reduces to 25% of original value. 

Member can purchase amount of reductions not to 
exceed original value 

424.T Group Insurance Addition of dependent life insurance option of $2000 No No No No Potential fiscal 
Program Changes spouse, $1000 child to age 26 impact not 

material due to 
limited potential 
additional 
coverage and 
limited cost of 

L 
premium ($0.7S! 
per month) 

• 

525 Transfers Reference added in the event of a new department No No No No 
directive 

631 Reopener Reference added regarding effects bargaining No No No No 
..-... 

~-~ 

( ~) 1 1 



summary or bconomlC Impact Items 10 we Lauu.. n.gn::elueUL "'lUI I've .............uv .....' ...U.LV 


Article Subject Summary ofChange Requires Present or Requires Requires Notes 
Appropriation Future Fiscal Legislative Regulation 

. II:/I!. ..I. lmn:ltt ..... I ..... 

731.G Reopener Reopeners for the purpose ofbargaining over any No No No No 
issue(s) determined to be subject to bargaining by the 
Permanent Umpire pursuant to a filing of a charge of 
engaging in prohibited practices for 9/1/2015 and 
3/1/2016 

I Arbitrators for all three reopeners will be selected no 
later than July 15, 2015 

836 Wages Effective the first full pay period after July 1, 2015, Yes Yes No No See Fiscal Impact 
members will receive a 2.0% wage increase. Statement 

947 Duration of July 1, 2015 through June 30, 2016 No No No No 
Contract 

10 51.B Personnel Files/ Update reference to Office of Human Resources No No No No 
Custody & Review 

Access granted to members ofa Recommendation 
Committee when an employee has applied for a 
vacancy announcement 

Update reference to Health and Well ness Division 

11 51.C Personnel Files/ Addition of transfer notices up to 5 years added No No No No 
Contents 

12 S7.N Line of Death In the event ofa line-of-duty death, salary and pay No Yes No No Not expected to 
Benefit based benefits and compensation paid to a bargainIng have a material 

unit member holding the rank of POC, PO I, PO II, or PO fiscal impact 
III shall be based on the pay ofa PO III with the same 
years of service but not less than Pay Grade P4, Step 5. 

13 61.A Directives and Removal of effects bargaining language No No No No 
Administrative 
Procedures Revised process to notify Union ofdirective changes 

14 61.B Directives and Details process when the Union demands to bargain No No No No 
Administrative over mandatory subjects of bargaining over rule/policy 
Procedures change 

, ... ,.... 



I. 

ISummarlY ofEco~omic ImgactItem, inJ,b.e L~rAgr~ementwith FOP Effective ~ 2016 I 
Aftlde StJbJect SumrlIaryofChaJige IRequ1r~S Ipr~entor ~ IReqUlret IRe;res Ij°tes

1- Appro riation Fu~ Fiscal ,'Legislatl Re tion 
nffllnd Im"lIct ChAnaI'! r.h",n .. 

~ 
tomatlc Ve~cle Addition ofPolbie Radio Lbcator (PRI.~ to Article No - No No No 

L cator/P0rtfble I ,I 
dio Locator Data ~torage is Ii ited to 36$ days I 

I I 1 

1516 

1,1 . I I pout regarding :use ofdata or disciplinfu"Y action . 
I I, , 

1616$ ptoposed i Refe~ence added regarding eit'fects barg1ning No No No No
I ~gislation I! ' 
I ~~lating to I I I 
I Itfpasse Proqedure I I I 
, I j I·. I ' 11 1'11717Q . ~ellness TheVnionmayplarticipateiI the Count;) JointLabo~ No No No No I I 

Cfmmittee Man~gement wJ,nness Com Inittee with pp to 3 , 

I 
repr~sentatives Jnd as need. d COnsUltal ts 'i 

! I I 1 I 
lB17 E~ployee Befefits Upd~1:e dates tOl()15 . 1 ~ No No INo 

CcI>mmittee I * ~ I I Disc ssion also t Include e ployee ben fit 
I 'I admi, istration afd cost sha~e arrangem nts 
I ! I 

I I RepOr back. by 9ctober 31, 015 J 
191Appendix I /Is~ed Clothi*g Apperdix of issufd clothing j'nd equipm~nt upcJ.ate~ to IN 0 

I ,I, 
and Bquiproe t reliT current p'l"ctlee I I 

@ 

I I I 

Proc I dure for w~en an empl yee appUe for and is ,-' 

seletd for a po~ition vacan I 
, i 

-Em Ioyerwill p ovide appJi ation instr ctionsj I·Em .oyer will p~de areeelpt for eae apPUC8ti0lto 
the efployee; r I 

-App~ications su~ itted after the closing date will n t 
be acf:epted; I 
-Em~oyee sele d will be notified by 1 

Recotnmendatlo Committee (or designee) 

Employee seekin~ a permanent transfer may rescin4 
request to Burea~ Chief I 

No 

No No 

No No 

No 

No 

1 No 

1 
3 



Summary 01 ficonODllC Impact Items In me LaDor li.greemen\ WIUll'Ur r.Ut:LUVt: r I .c.U.l.U 

Article Subject Summary ofChange Requires 
Appropriation 

Present or 
Future Fiscal 
Ilmnact 

Requires 
Legislative 

Requires 
Regulation 
Ir.h:an..p 

Notes 

i' Side Letter Rollover Unless a provision is reopened by the parties, that 
provision is carried over into the new agreement 

-_.­

No No No No 
, 

® 4 



I'~raternal Order 0 f Police Co unty Lodge 35, Inc. 

Fiscal hnpact Sunlmaryl\: 


Arndt Item De!eription FY16 B~ondFYl6 

24 Insurance Inclusion ofPhannacy Benefit Management -$117,089 -$234,179 
Cover~e PrOPlRllL'I 

i 28 Service Service Ina-ement of3.5 Percent for Eligible $1,541,890 $2,471,441 
Increments Employees 

28 Longevity Longevity Step Increase of 3.5 Percent for Eligible $74,348 $99,625 
Emplovees 

36 Wages 2 Percent General Wage Adjustment in July 2015 $2,595,501 $2,595,501 

Tolal 54,094,651 $4,932,388 

Police lll1iformed 1\ lanagement Pa ss-Through Estimates :'n': 

Item De!eription FY16 Bevondnl§ 

Wages 2 Percent General Wage Adjustment in July 2015 $183,875 $183,875 
Longevity Longevity Step Increase of 3.5 Percent for Eligible $9,549 $11,740 

"Emolovees 
Insurance Inclusion of Phannacy Benefit Management -$5,003 -$10,006 
Coveraae ProgmllL'l 

Total 5188,421 5185,610 

* Estima1es reflect the impact 10 all funds. Increases apply in the first full pay period during the month no1ed. 

**No Police Uniformed Management is currently eligible 10 receive a service increment in FYI6. 


Note: Line ofduty death benefit is not anticipated to have a fiscal impact. 


--------------------------------@D8-10 Workforce/Compensation FY16 Operating Budget and Public Services Program FY16-21 



OFFICE OF THE COUNTY EXECUTIVE 
ROCKVILLE, MARYLAND 208SO 

IsiaJrteggetr 
County Executive 

---------------------- ­

MEMORANDUM 
--------------------~------- .-- ­

April 1,2015 

T<:>:------ George Leventhal, President---------- ­

~ontgomeIyCounty counCil. _ r4 
---FR0M: IsiahLegg0tt,Cmmty-Executlve . ~===:::--------------

SUBJECT: Memorandum ofAgreement between the County and MCGEO 

11iave-attacliecr1Orl1le-Councll' s re-V'iewWe agreement resulting from the recent 
reopener negotiations between the Montgomery COllllty Government and the. Municipal & 
County Government Employees OrganizationlUnited Food and Commercial Workers Union 

------lo.LocaL19-94-(MCGEO)---'Th.e agreementjs.the_pr.a.duct ofa settlement reached by the parties 
during mediation. The agreement reflects the changes that will be made to the existing 
Collective Bargaining Agreement to be effective July 1,2015 through June 30, 2016. 

------rnavealso attached-a summary ofthe-agreed upon items as well as a copy ofthe 
fiscal impact statement referenced in the Workforce/Compensation chapter ofmy budget to 
"assist in Council's review ofthe docwnent The items will take effect for the first time in 

___EY2QL6.JUld have a fiscal impact iIlfY201~_______ 

Attachments 

cc: 	 Shawn Stokes, Director, Office ofHuman Resources 
J eunifer Hughes, Director, Office of Management and Budget 
Marc Hansen, County Attorney, Office ofthe County Attorney 

montgomerycountymd.gov/311 240-773-355& rrv 



Resolution No: _______ 
Introduced: __-"-,A",,,p=ri,"-l",-14.:.>._-=2=0=15,,-­
Adopted: _________ 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

Lead Sponsor: Government Operations and Fiscal Policy Committee 

Subject: 	 Collective Bargaining Agreements with Municipal & County Government 

Employees Organization 


Background 

1. 	 Section 511 of the County Charter authorizes the County Council to provide by law for 
collective bargaining, with arbitration or other impasse resolution procedures, with 
authorized representatives of County Government employees. 

2. 	 Chapter 33, Article VII of the County Code implements Section 511 of the Charter and 
provides for collective bargaining by the County Executive with the certified 
representatives ofCounty employees and for review ofthe resulting contract by the County 
Council. 

3. 	 On April 1, 2015, the County Executive submitted to the Council 2 collective bargaining 
agreements between the County government and Municipal and County Government 
Employees Organization effective July 1, 2015 through June 30, 2016. A copy of the 
Agreements is attached to this Resolution . 

. 4.' 'The Executive has submitted to the Council the terms and conditions of the Agreements 
that require or may require an appropriation of funds or changes in any County law or 
regulation. 

5. 	 The Government Operations and Fiscal Policy Committee considered the Agreements and 
made recommendations on April 23, 2015. 

6. 	 The County Council has considered these terms and conditions and is required by law to 
indicate on or before May 1 its intention regarding the appropriation of funds or any 
legislation or regulations required to implement the agreements. 

Action 

The County Council for Montgomery County, Maryland approves thefollOWing resolution: 

The County Council intends to approve the following provisions for FYI6: 



1. 2% general wage adjustment payable on the first pay period after July 1,2015. 

2. 3.5% service increments for all eligible bargaining unit members. 

3. 3% longevity increment for eligible bargaining unit members. 

4. Tuition Assistance up to $150,000. 

5. Deferred Retirement Option Plan for Deputy Sheriffs. 

6. Deferred Retirement Option Plan for Uniformed Correctional Officers. 

7. Change the default option for new employees from RSP to GRIP. 

8. Add an annuity option for the RSP. 

The Council intends to approve the group insurance provisions as they were included in 
the Executive's Recommended FY16 operating budget, including a Medicare Part D Employer 
Group Waiver Prescription Drug Plan for Medicare-eligible retirees. To the extent that this 
approval is inconsistent with any provision of the collective bargaining agreement, that provision 
is disapproved. The Council intends to approve all other provisions of the Agreement subject to 
Council review. 

This is a correct copy ofCouncil action. 

Linda M. Lauer, Clerk of the Council 

F:\LAw\TOPICS\Collective Bargaining\J 6colbar\MCGEO\MCGEO Resolution.Docx 
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MEMORANDUM OF AGREEMENT 

BETWEEN 


THE MONTGOMERY COUNTY GOVERNMENT 

AND THE 


MUNICIPAL & COUNTY GOVERNMENT EMPLOYEES ORGANIZATION, UFCW, LOCAL 1994 


The Montgomery County Government (Employer) and the United Food and Commercial Workers, Local 
1994, Municipal & County Government Employees Organization (Union), conducted negotiations for the 
reopener for the-thiFd-year of the parties' Collective Bargaining Agreement pursuant to Article 49 of the 
Collective Bargaining Agreement, effective July 1, 2013 through June 30,2016. As a result of those 
negotiations, the Employer and the Union agree that the Collective Bargaining Agreement shall be 
amended according to the terms set forth below. , 

Please use the following key when reading this agreement: 

Under1ining 	 Added to existing agreement. 

[Single boldface brackets] Deletedfrom eXisting agreement. 

• 	• • Existing language unchanged by parties. 

The parties agree to amend the contract as follows: 

ARTICLES 
WAGES, SALARY, AND EMPLOYEE COMPENSAll0N 

5.1 Fiscal Year Salary Schedules 

Bargaining unit members are eligible for service increments of 3Yz percent each. A service 
increment may be granted only to the extent that an emPfoyeefs salary does not exceed the maximum 
salary for the assigned grade. Receipt of aservice Increment shall be conditioned upon the provisions of 
Article 6, Service Increments. [Beginning July 1, 2013, and continuing through June 30, 2015, the] The 
salary schedule shall contain ,a longevity increment for ba rgaining unit members who are attlle_. 
maximum of their pay grade and have completed 20 years of service (beginning of year 21) equal to a 3 
percent increase to be paid the first full pay period following their 20 year service anniversary. (See 
Appendix VII).[.] 

5.r-vJages 

(e) 	All previously postponed 8,!!neral wage adjustments will not be paid in [FY 2014 or FY 2015] FY ___ 
2016. 

ill 	Effective the first full pay period following July 1, 2015, each unit member shall receive a 2.0 
percent general wage adjustment (GWA). Bargaining unit employees shall be paid a base 
salary pursuant to the uniform pay plan, which appears in Appendix VII of this agreement. 



• • • 

• 

• 

• 

• 

• 

• 

ARTICLE 6 

SERVICE IN.CREMENTS 


* * • 
6.8 Effective July 1, 2013, eligible bargaining unit employees shall receive an annual service increment 
of 3.5 percent the firstfult-pay period following their anniversary date as described in this Arttcte;------­

Effective July 1,2014, eligible bargaining unit employees shall receive an annual service increment 
of 3.5 percent the first full pay period following their anniversary date as described in this Article. 

Effective July 1, 2015, eligible bmarrung unit employees shall receive an annual service increment 
of 3.5 percent the first full pay period following their anniversary date as described in this Article. 

6.9 All previously postponed service increments will not be paid in [FY 2014 or FY 2015] FY2016. 

• • * 
ARTICLE 17 


DISABIUTY LEAVE 


17.2 Eligibility 

An employee who Is temporarily disabled-in-the line ofduty and unable to perform normal duties 
or an alternate duty assignment must be paid [the difference between normal County salary and the 
amount received under the Workers' Compensation law] full salarv continuation in the form of disability 
leave for a maximum period of 18 months of the temporary disability provided that the employee 

.... 	 participates in cost-savings programs administered by the Montgomery County Division of Risk 
Management. [During the covered period oftemporary disability, the Employer will adjust the 
employee's gross salary to account for the favorable tax treatment of the Workers' Compensation 
disability p~_Under no circumstances will the employee's adjusted net pay be less.l!l~OO percent of 
the net pay that he or she received prior to the disability designation.] After 18 months, If the employee 
remains temporarily disabled he/she may use accrued sick, annual or compensatory leave to make up 
the difference between Workers' Compensation benefits and full salary. When incapacitated for regular 
work assignments, the employee must be requiredwilceept, other work assignments for the period of 
recuperation if found physically capable or be ineligible for disability leave in accordance with Article 33 
ofthisagreement. The ability ofthe employee to work will be determined in accordance with the 
provision of the Executive Regulations on Disability as required by Section 33-100 of the Montgomery 

-----.C"'""ountyl:Ode. 

ARTICLE 41 

RETIREMENT 


41.11. Deferred Retirement Option Plan (DROP). The Employer shall seek the introduction of legislation ___ 

to the County Council. on or before April 1. 2015, to amend the Montgomery County Code. Chapter 33. 

Article III to provide for a Deferred Retirement Option Plan (DROP) for sworn deputy sheriffs and 

uniformed correctional officers under a new Section 33-38A(c), established as follows, with an effective 

date of Jufy4,~o-15: 


@ 




Any employee who is a sworn deputy sheriff or uniformed correctional officer (as defined in (a)} 
w.ho-meets-tha-eUgfbilltyregub:ements.Jna¥-elect-to retire but-ooRt~nue to work and have pension 
payments contributed to a DROP account. Pension payments must not be paid to the employee while 
the employee participates in the DROP. When the employee's participation in the DROP ends, the 
emplovee must stop working forthe county, begin receiving pension benefrts based on the employee's 

----..cr....e.....dtted-servfceand earnings as of thel:lare-thanne-emp1oyeebmn to participate In the DROP; and 
receive the DROP account balance. 

(a) 	 "Deferred Retirement Option Plan" or "DROP" means the DROP program for sworn deputy. 
sheFiffs..and-uniformed correctionai-offJCeFS.-lJRifermed-£-oFreetieftaJ..Offieer-ineludes onfy-the 
following positions: Correctional Officer I, Correctional Officer II, Correctional Officer III, 
Correctional Dietary Officer I, Correctional Dietary Officer II, and Correctional Supervisor­
Sergeant. 

(1) 	 Eligibility. A sworn deputy sheriff or uniformed correctional officer who is at least age 55 
years old and has at least 15 years of credited service or is at least 46 years old and has at 
least 25 years of credited service may participate in the DROP. 

(2) 	Application requirements. An eligible employee must apply at least 60 days before the 
employee becomes a participant. An employee may withdraw a pending application 
within 2 weeks of submitting the application. 

(3tImDloveepafticlPatT6nandTermTtiatiOn.-rtleemplo ee's participatIOn in the DROP must 
begin on the first day of a month that begins at least 60 days, but not more than 90 days, 
after the employee applied and must end 3years after the employee begins to participate 
or at an earlier date chosen by the employee. When the employee's participation in the 
program ends, the employee must stop working for the County and receive pension 
benefits. 

(4) 	Employment status. An employee who participates in DROP must continue to be a 
mem ber of the retirement systerri:earn sick and annual leave. and remain eligible to 
participate in health and life insurance programs. 

(5) Retirement date, retirement contributions and credited service. The retirement date of a 
- ....... -----·-~--~mployee who-participates in the program-Is the date when the employee begin""s...,t"'o..------ ­

participate in DROP, and the employee will not make retirement contributions after that 
date. An emplovee who wished to purchase prior service must do so before the 
emplovee's participation in the program begins. Sick leaye in excess of 80 hours will be 
credited towards retirement at the beginning of the employee's participation. 

(61 	 Pension benefits. 

_ (A) Before an employee's participation begins. the employee must select a: 

(j) 	 pension payment option under Section 33-44 for the regular pension benefitsi and 

(iil pension payment distribution option for the distribution of the employee's DROP 

-----....... ------account.baJance..---·····----~····· 


(8) 	Pension benefrts will not be paid to the employee while the employee participates in 
DROP, but will be deposited in a DROP account established for the employee by the 
County. The employee must receive the account balance and the County must close 
the account within 60 days after the employee's participation in the program ends. 



• • • 

._-_...._-_._--_•..__.... _­

Subject to the IRC. IRS regulations and other law. the employee may direct that 
account balance be rolled..over-into-anv=eligible-retirement-plan. 

eCl 	 An employee must direct the Board of Investment Trustees to contribute pension 
benefits to the employee's DROP, account to be Invested in one or more ofthe 
investment options selected by the Board. An employee's selection of investment 
options remain in effect until the employee changes the investment selection. An 
employee must select investment options in order to partiCipate in DROP. 

(D) 	After the employee's participation in DROP ends. the employee's penSion benefit will 
be based on: 

(j) 	 the employee's credited service immediately prior to the beginning ofthe 
employee's participation in the program. adjusted to include credit for unused 
sick leave under Section 33-41; 

(iil 	 the employee's average final earnings. excluding earnings during the period of 
participation in DROP; and 

··-nnrmcreaseSin the consumer price index during the period of the employee's 
partiCipation that would have resulted in an increase in the employee's pension 
benefit if the employee had not been participating in the program. 

(7) 	Disability Retirement Arremp10yee may apply for disab111N retirement prior to the 
termination of the employee's participation in the program. An employee who receives a 
service connected disability retirement will receive either. as elected by the employee, the 
.~D~RO~P~aL::c:;:co;.:u:;;nrl,l:t~ba~la=n=ce~o:....rt;:,h~e:,,:::s=e~rv::;,ic~e~co~n~n:;:ect~ed~d~is=ab~i~litpywbe=n:..::eC!.!fit.::,.t.:::,h.:=a..:.t..:.!w~o~u~ld~a=.tp.:.tp~IY!dh~agdL-_____...._ 
the em ployee not entered DROP with no DROP account balance. An employee who 
receives a non-service connected disability retirement will receive the non-service 
connected disability retirement benefit calculated as ofthe member's DROP entrv date 
aOOthe-DROP- accoulltbalance.Jtaru~mployee/s participation..iJ+OJtOP ends before a final 
decision is made on the disability retirement application. the DROP account will not be 
distributed until a final decision is made. 

(8) 	Death Benefit. If an employee dies during the employee's participation in the program. 
the employee's benefiCiary will receive: 

tAl the death benefit that the benefiCiary would have received if the employee had 
retired on the date on which the employee began to partiCipate in the program, 
adjusted under sUDsection (6)(0); and 

(B) 	 the balance ofthe employee's DROP account. 

___J9) 	DROP account distribution options. An employee may elect to have the DROP account 
distributed as a lump sum or an annuity, or to have some or all paid directly to an eligible 
retirement plan as a direct rollover distribution. If the employee dies before the balance 
of the DROP account is distributed. the beneficiary may elect to receive distribution ofthe 
balance.acconling to any option described-inthis-pmgrapll-as--aUowed4mde1-the IRe and------­
applicable regulations. 

* • * * * * * * * * * * • 

http:w~o~u~ld~a=.tp


IN WITNESS WHEREOF, the parties hereto have caused their names to be subscribed by their 
--- duly authorized officers...andrepresentatives this __ day of March 2015h-.-~--~-----'---­

United Food and Commercial Workers, Montgomery County Government 
local 1994, Municipal &-eountvGovemment Montgomery Courrlv;-M·.,.,a'...,y""'la....lI-.f-d------­
Employees Organization 

By:A~Q b·- ­By:~ 
Gino Renne iSiaflle8geti~~ 
President County Executive 

Approved for form and legality 
County Attorney 



Memorandum of Understanding between 
----------:UF==CW Local 1994 MCGEO and 

The Montgomery County Government 
Montgomery County Maryland 

For .July 1, 2015 to .June 30, 2016 

This Memorandum oroooefSfiUlding-oefWeeIftlie Montgotnery-County Government 

(hereinafter, the "County'') and UFCW Local 1994, MCGEO (hereinafter, "MCGEO") 

here~y memorializes the agreements between the parties, arising out ofcollective 

bargaining negotiations that...o.ccJ.lIl'ed-.duringNOYemher, 2014 :thro.ughJaa~ 20"-,1,,-,,,5'-'-0_______
...~,__ 

. 1. The parties acknowledge that the health, prescription and retirement benefits 

currently being provided by the Employer pursuant to previous ~unty Council 


--acti01rareinconsistentwith the provisions ofthe-eotlh>e""ctl-hivt1Fe.-:tB~at:rr'ganum.-r·
ni·.,.,.Ilgn-----~-------

Agreement 

___ ~The parties agree that, notwithstandirlg the CBA language, the EIllplC?yer will 
seek, for the FY 16 recommended budget, funding for those benefits at the level 
set by Montgomery County Council Resolution NOoI7-149, Bill 11-11, and 
Montgomery County Council Resolution No. 17-1111. 

3. 	 This agreement does not affect or alter the positions or rights ofthe parties in 
regards to these benefits. MCGEO agrees that they will not file a prohibited 
practice charge referencing the funding ofthese benefits, identified in paragraph 

-~-- one, irithePY 16 recommended budget. 

IN WITNESS WHEREOF, the parties hereto have caused their names to be subscribed 
--heretoh;v-:tbeit-duly.authorized-Officerand..representative this day of Jamiary, 201 5, 

UF'CWLocaJ 1994~ MCGEO:-------MonlgomeryCoullty;-Maryialld: 

~y~<»LII~o{f~B~ ·:;;.dt.21J(C 
Gino Renne, President Date Is~utive Date ( 

---- -- ----Approved-as-to-fonn and legality~- --'---------------------- ­

!il£{/~-
--~-------------------- ­

Office of o~ Attorney 

eather A.MulloY--Date
By: 

M6A- be,tweet" CmplG'{er 

----+\4~~·~~l::Q -+tIe. Y1---::j(i~-t-l-l--"/3AS~/-f-1~s;:-----I' 

0-1It& UVl (0 V-- -	 '37 



Summ ryofPrc posed LaiborAgre 
I 

~mentw th MCGE~) Effectiv ~ FY201;) 

INO. Article ubject SUit maryofCh; nge Requires Pre! entor lequires Requires Notes 
Appropr ation Fut&: re Fiscal egislative Regulatio 

I offuruk lImn ~ct '''''''.....6 
...L 

1 5.1 iscal Year ~ alary InF V1610ngevi tywill be p id toemplCl yeeswho Yes Yes 0 No See Fisc al Impact 
chedules/ corr plete 20ye rs of servi( e statemtnt 
(.ongevity 

25.2(e) Yages Pos tponedGWJ swill notb~pald inFY2016 No No ~o No 
I 

3 5.2(f) Yages I 2.0% GWA effecftive the firs full pay pE riod Yes Yes ~o No See FiscfaI ImpactI 

1 

folIc! wing July 1 2015 I Statem nt 
46.8 ervice In'iments 3.5~~service in i=rements fo bargaininf unit Yes Yes 0 No See Fisc~Impact 

. I mel~bersinFY 016 Statem nt 

Pos fPonedserv ceincremeptswillnot pepaidin 
FY2P16 

5 17.2 Jj>isability LE ave Disi bility leave wiUbepaic as full sala Ii' No No I ~o No 
Eligibility con pnuation ; 

I 

I I I I 
641.11 >eferred The Employer 'lml submit l~gislation ~ adopt a I No Yes es No Fiscalrlt;act of 

etirement ?ption De11 rred Retire~ent Optio ~ Plan (DROf) for sworn fundin actuarial 
Ian (DROP) deprty sheriffs ~nd uniforn ed correctifnal officert cost wi~ be in 

I 
FY17 ­ ee Fiscal I I . 

I 
P"'"\icipants Wf meeteJig ~llitY requlj..ments rna), Impact itatement 
ele~ to retire b t continue ~work an<~ have i 

• 

pe"fion payme ts contrlb1ted to a DROP account! I 
EUg)blll1;Y extel\ds to only deput;y Sh-t' , 

i 
I 

CO!ctlonal Oljlcers L II, a~d ilL Corre, ona! ~ IDie ary Officer Iand II, an~correcti0J Superviso • 

Ser eant I i I 
1 

II Pa •dpants m;hbe atlea t 55 years Id andhav. I 
at I~ast 15 yea credited s rvice 0R a least46

I I 

yea s old with 1t least 25 Yfars of credlted service 

i I I I I" 
II I I I I 

II I I I 
! 

I 
I 

I 
I 

I I 

I 
I 

I 

I 

@> 
\ 



Artide 
5 

5.1 

lam 
Wages 

Lon~ity 

Description 
2 Percent General Wage Adjustment in Jtdy 2015 

Longevity Step Increase of3 Perrentfor Eligilje 

6 

41Jl 

Service 
IrIcremenls 

DROP 

Service Increment of3.5 Percent for Eligible Emp

DROP Program fa Sworn Deputy Sheriffs and 
Unifooned Correctional Officers in Group E Retif

loyees 

Clllent 

Total 

FY16 BgopdFY16 
$6,751,208 $6,751,208 

$88,981 $229,59S 

$3,628,623 $1,173,198 

in $85,825 to $230,505 

$10,468,812 $14,239,816 to $14,384,506 

Item 
Wages 

Description 
2 PercentG~ralWIlf!J! Adjustment in Jtdy 2015 

Increase of2 

FY16 BqondFY16 

$4,141,812 $4,141,812 

$42,631 $76,176 

Service 
Io:-.rements 

DROP 

Service Increment of3.5 Perrett for Eligible Fmp

DROP Program fa Sworn Dep1ly Sheriff Manage

loyees 

mem 
in 

$1,161,942 $2,233,397 

$(I -$1,150 to $23,174 

Total $5,346,385 $6,450,235 to $6,474,559 

... Estimates reflect the impact to all funds. Increases apply in 1he ftrst full pay period during the monthnoted. 
---~~-: 00& 

One time estima.1ed oost of $40,000 to acoommod ate SY&em changes necessary for GRIP and DROP. Fidelity will 

charge a one time $30,000 fee fur DROP implementation. 

Range shown is due 10 varying assumptions related to age at entty into DROP and at retirement. 


........_----_..._--­

8-12 Workforce/Compensation FY16 Operating Budget and Public Services Program FY16-21 



--- --- ------------------

OFflCEOFTHECOUNTYEXECUTIVE 
ROCKVILLE, MARYLAND 20850 

Isiah Leggett 

MEMORANDUM 


_~_______'rQ~______ Geo~1eventbal,!resident 

__F_R_OM: 

SUBJECT: 

Montgomery County Council n~ 

Isiah Leggett, County Executive -y(~_4_.______________ 
Memorandum ofAgreement between the County and MCGEO: GRIP 

1have attached for the Council's review the agreement resulting from the recent 
reopenernegouatioiiSlietweenllie MontgomerfCOuntyUovefifinCfinmctthe Municipat&~----­
County Government Employees OrganizationlUnited Food and Commercial Workers Union 
Loca11994 (MCGEO). The agreement, which is the product ofan arbitration decision in favor 
ofthe Montgomery Collnty GoYemment,Efleds_lhe changes tllat will be made to the existing 
Collective Bargaining Agreement, Article 44 Non-Public Safety Retirement Plans, to be 
effective July 1, 2015 through June 30, 2016. 

'--.-------1 ha.v~ral"Slnrtta:ched(l swnmary-ufthe-agreed-upon-items--as-well--ilastJ;Hta~co01.pM:yH'oMf'-t:thtlie~-----­
fiscal impact statement referenced in the Workforce/Compensation chapter ofmy budget to 
assist in Council's review ofthe document. 

Attachments 

·----cc:-- -shawn-Stok-es,Direetor,emee-efHaman-R~---­
Jennifer Hughes, Director, Office ofManagement and Budget 
Marc Hansen, County Attorney, Office of the County Attorney 

------....---- ­

montgomerycountymd.gov/311 240-773-3556 TlY 



MEMORANDUM OF AGREEMENl''I'--- -----~---­
BETWEEN 

THE MONTGOMERY COUNTY GOVERNMENT 
AND THE 

MUNICIPAL & COUNTY GOVERNMENT EMPLOYEES ORGANIZATION, UFCW, LOCAL 1994 

The Montgomery County Government (Employer) and the United Food and Commercial Workers, local 1994, Municipal 
-----&:-countyGornmenr-Employees-Organization (Union), conducted nl!gOtiattons-for the reopener for tl'iefllintyear-of 

the parties' Collective Bargaining Agreement pursuant to Article 41.10 of the Collective Bargaining Agreement, effective 
July 1, 2013 through June 30, 2016. This Agreement is the product of an Interest Arbitration Decision in favor of the 
Employer. The Employer and the Union agree that the Collective Bargaining Agreement shall be amended according to 
the terms set forth below. 

Please use the following key when reading this agreement: 

Underlining 	 Added to existing agreement. 

[Single boldface brackets] Deleted/rom existing agreement. 

The parties agree tQ am!!nd t~ contract as follows: 

* * * 
Artlde44 ­

NON-PUBUC SAFETY RE11REMENT PLANS 

SEcnON 44.10 
--_ ....__._­

The parties will submit legislation to the County Council that would amend the Montgomerv County Code to provide for 
the following revisions affecting bargaining unit employees: 

The County shall offer an annuity distribution option for Retirement Savings Plan (IIRSPII) members. This annuity 
distribution is sublect to the county receiving a favorable private letter ruling from the IRS. 

--Llpon the election of the RSP annuity option, the.empJoy.e¢s..RSP account balance will be transfeued to the-Emplovees 
Retirement System (ERS) to provide a monthly annuity as provided in the Montgomerv County Code section 33-44 (g)(2) 
(the GRIP annuity provisions). 

• 	 ute Annuitv:1'he:employee'S-ROODntbalance is calculated as a life annui1ywhiChlsafi'lOhthtv benefit paid over 
the employee's lifetime with no benefits payable after death. 

• 	 Joint and Survivor Annu!ty~ The employee'~ account bat_ance is calculated as a jOint and survivor life annuity 
which is a monthly benefit paid over your lifetime. At the employee's death, the employee's surviving joint 
annuitant, who must be the employee's spouse, child or eligible domestic partner, will receive a percentage of 
the benefit for the rest of his or her life. Generally, the larger the percentage the employee's loint annuitant 
recei.ves,.the less the amount.that.wil~be paid to the employee durinS-the employee's lifetime. The employee 
may choose any percentage but not less than 10%. Typically percentages elected are 100%. 70%, SO%, 30% or 
20%. Benefits end when both the employee and the employee's joint annyitant die. 

• Note: any benefits dueftcfajolntannoltant who is a minor will be Palain accordance with applicable State law. /:Ji) 
Under most State laws, minors cannot receive pension Payments directly. 6 



-----.--~----"---'---

The County shall change the default option from the RSP to the Guaranteed Retirement Income Plan ["GRIP"l for all new 
emplovee members as follows: 

- ....--...--.....---------~-~-.-- -- ­
Eligible full-time emplovees are required to participate in either the RSP or the Guaranteed Retirement Income Plan 
(GRIP). Employees cannot participate in both Plans, nor can they change Plans. Bargaining employees hired after 
July 1. 2015 will be automatically enrolled in the GRIP, unless they complete an election form to participate in the 
RSP. To enroll in the GRIP, employees do not need to complete an election form. GRIP membership will begin the 
first full pay period 180 days after the date of hire. 

For part-time em ployees. participation will continue to be optional. Therefore, no default option Is necessary. 

The parties further agree that the County pension plan will not be subject to the upcoming collective bargaining 
reopener in Fall of 2014. 

-_....__.._----... 

... ... ... ... ... ... ... ... ... ... ... ... 

IN WITNESS WHEREOF, the parties hereto have caused their names to be subscribed by their duly authorized 
officers and representatives-this __ day-ef-MafEh-.201S.-··· ....- - ....------------- ­

United Food and Commercial Workers, Montgomery County Govemment 
Locall.994rMunicipaJ.&J:o.unt¥-Governm.""en.....,t______........JM'-"-""o"-'-ntg_Qmery COuntyJil,~a!..Jry~la!!.!n!-"'!d___.._.._ ....______ 


::P'2r~L 
.. Gino Renne . Isiah leggettI President County Executive 

--:1"+--+-~TI'--~·------····-·--····--··---···------···-- --_....__..._-_..._----­

Approved for form and legality 
County Attorney 

1-···--------_··· 




Summary of Proposed Labor Agreement with MCGEO Effective FY 2016 
ArticleNo. ubject SununaryofChange Requires Presentor Requires Requires Notes 

Appropriation Future Fiscal Legislative Regulation
I rh........
('.."'n....I ·"funds Imnal:t 

1 41.12 nnuity The ~ountywill No Yesoffer an anI1tuity distribition option Yes No actuar al cost is 
istrlbution 

~o 
for FSP member expected :Or the 

ption/DefalIlt 
s subject to ~ favorablefivate 

lette~ ruling fro n the IRS aI d subjectiv to annuity 
Fetirement leg~ilative apprc val distributi noption 
Earticipation • I orautom tic 

Upo ~ election o~ the RSP an uity oPtionl members ' enrollmer tin the 
RSP ""ccount bal'lmce will be transferred ito the ERS GRIP. Om:, time 

Bargaining unIt luembers'd fault OptiOI will be the to tmple ent'=~E~ 
GRIP for all new memberss bjectto leg slative I changes· ee 
approval Fiscal 1m act 

Statemen 
Eligible emploYE es must pal ~cipateln t::~eRSP or 

the GRIP, canno 
participate in both and cannot 

change 
 I 

I I 

B~galningUni~mployee. ,1ill automa, cally be , 

enrolled in the RIP unless 1lhey elect to enroll in th~ 


RSPJ I . I . I . 
GRI . or ~SP mtbership ~ begin 1 Btdays after j
date10fhire , I 
Participation in rRlP or RSplwUl be opti nal to part 

timelemPIOyeeS 
 I 

I I I 
! 

I i 

I 

@ 
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Al1ide· !.tY! Description FYI6 B~ODdFYI6 

5 Wages 2 Percent General Wage Adju:tment in July .20 15 $6,751,208 $6,751,208 

5.1 	 Lonpity Lonpity Sicp Increase of3 Percent for Eligible 588,981 $229,595 
Employees 

6 	 8eIvice SelVice flI::rement1:lf:l5-PeICent for Eligible Employees 

Increments 


41.11 	 DROP DROP Program fa Swom Depul¥ Sheriffs and $0 $85,825to $230,505 
Unifamed Correctianal Officers in Group E RetiremeIt 
Plan 

._-_...._­ Total 

Item Description !!!! BeyODdFYI6 

Wages 2 Pen:.entGeneraiW/I8C Adjustment in July .2015 $4,141,812 $4.141,812 

Longevity Lmpity Step Increase of2 Percentfor Eligible $42,631 $76,176 
Employees 
Service Increment of3.5 i'erecnHor£ligibIe Employees $1,161,942 

Increments 
DROP DROP Program far SwomDepul¥ Sheriff Management -$1,150 fD $23,174 

and Uniformed Correctional Officer Management in 
Group ERetirement Plan 

Toul 

• Estimates reflectthe impact to all funds. Increases apply in lhefi-st full pay period during the month noted. 
Notes: Both the RSP annuity and GRIP de:fu.ult are expected t> be 00& neutral. 

-----+--~Bnle-1ilne estimated cost of $40,000 to accommodate system changes necessary for GRIP and TmAP~A.rIinncmHr-----,r--­
charge a one time $30,000 fee for DROP implementation. 
Range shown is due t> varying assumptions related to age at entry into DROP and at retirement 

---....__ ... _---­

8·12 Workforce/Compensation 	 FY16 Operofing Budget and ~ublic Services Program FY16-21 @ 



______ 

O~CEOFTHECOUNTYEXECUTIVE 
ROCKYlLLB, MARYLAND 20850Isiah Leggett 

----CmmtyExecutive 

MEMORANDUM 

--------~~~--~~April 1, 2015 

TO: George Leventhal, President 

FRO~~---::::::::::ve~-~~-----
SUBJECT: Memorandum ofAgreement between the County and IAFF 

I have attached for the Councifs review the agreement resulting from the recent 
-------- reopener negotiations between the Montgomery-Goanty Government and the Montgomery 

County Career Fire Fighters Association, International Association ofFire Fighters, Local 1664. 
The agreement is the product ofa settlement reached by the parties during mediation. The 
agreement reflects the changes that will be made to the existing Collective Bargaining 
Agreement to pe effective July 1,2015 through June 30, 2016. 

I have also attached a summary of the agreed upon items as well as a copy of the 
_________~ji~@.jw.-Pact sUt~ment referenced in the Workforce/Compensation chapter ofmy budget to __~~_ 

assist in Council's review ofthe document. The items will take effect for the first time in 
FY2016 and have a fiscal impact in FY2016. 

Attachments 

cc: 	 Shawn Stokes, Director, Office ofHuman Resources 

Jennifer Hughes, Director, Office-ofMaIiagement and Budget 

Marc Hansen, County Attorney, Office of the County Attorney 


mailto:ji~@.jw.-Pact


Resolution No: _______ 
Introduced: April 14. 2015 
Adopted: _________ 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

Lead Sponsor: Government Operations and Fiscal Policy Committee 

Subject: Collective Bargaining Agreement with Career Fire Fighters Association 

Background 

1. 	 Section 51 OA of the County Charter authorizes the County Council to provide 
by law for collective bargaining with binding arbitration with authorized 
representatives ofCounty career fire fighters. 

2. 	 Chapter 33, Article X of the County Code implements Section 510A of the 
Charter and provides for collective bargaining by the County Executive with 
the certified representatives of the County's fire fighters and for review of the 
resulting contract by the Council. 

3. 	 On April 1,2015, the County Executive submitted to the Council a collective 
bargaining agreement between the County government and the International 
Association ofFire Fighters, effective July 1,2015 through June 30, 2016. The 
Agreement is attached to this Resolution. 

4. 	 The Executive has submitted to the Council the terms and conditions of the 
collective bargaining agreement that require or may require an appropriation of 
funds or changes in any County law or regulation for FY16. 

5. 	 The Government Operations and Fiscal Policy Committee considered and made 
recommendations concerning the agreement at a worksession on April 23, 
2015. 

6. 	 The County Council has considered these terms and conditions and is required 
by law to indicate on or before May 1 its intention regarding the appropriation 
of funds or any legislation or regulations required to implement the agreement. 

@ 




Resolution No.: 

Action 

The County Council/or Montgomery County, Maryland, approves the/ollowing resolution: 

The County Council intends to fund and approve the following provisions for 
FYI6: 

1. 	 2% general wage adjustment for all bargaining unit members on the first 
pay period after July 1, 2015. 

2. 	 3.5% longevity increment for all eligible bargaining unit members with 20 
or 28 years of service. 

3. 	 3.5% service increments for all eligible bargaining unit members. 

4. 	 Establish a special duty differentials for Air Compressor Technicians and 
Meter Technicians at $2037. 

5. 	 Changes to the leave slot procedure for the Fire and Explosives 
Investigation Section. 

6. 	 Tuition Assistance. 

The Council intends to disapprove the group insurance provisions in the collective 
bargaining agreement. The Council intends to approve the group insurance provisions as 
they were included in the FY15 operating budget, including a Medicare Part D Employer 
Group Waiver Prescription Drug Plan for Medicare-eligible retirees. The Council intends 
to approve all other provisions of the Agreement subject to Council review. 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 

F:\LAw\TOPICS\Collective 8argaining\16coIbar\lAFF\lAFF Resolution.Docx 

2 	 ® 




MEMORANDUM OF AGREEMENT 

BETWEEN 


THE MONTGOMERY COUNTY GOVERNMENT 

ANDTHE 


MONTGOMERY COUNTY CAREER FIRE FIGHTERS ASSOCIATION, 

INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS, LOCAL 1664, AFL-cio 


The Montgomery County Government (Employer) and the Montgomery County Career Fire 
Fighters, International Association of Fire Fighters, local 1664, AFl-CIO (Union) conducted 
reopener negotiations pursuant to Article 50 of their collective bargaining agreement effective 
July 1, 2013, through June 30, 2016. As a result of those negotiations, the Employer and the 
Union tentatively agree that said collective bargaining agreement shall be amended according 
to the terms set forth below to be effective July 1,2015. 

Please use the key below when reading this document: 

Underlining Added to the existing collective bargaining agreement 
[Single boldface brackets] Deleted from the existing collective bargaining agreement 

'" '" '" Existing language unchanged by the parties 

* '" '" 
Article 6 


Annual Leave 


* '"'" 
Section 6.16 leave Slots for Fire & Explosives Investigations Section 

For bargaining unit employees assigned to the Fire & Explosives Investigation Section 
("FEIl on a shift consisting of two (2) twelve {12}-hour days, two (2) twelve {12}-hour nights and 

four (4) days off, beginning 1/1/16 there shall be two (2) twelve (12l-hour leave slots per shift. 
Bargaining unit employees assigned to FEI and to this shift schedule shall select vacation leave, 
beginning with CY2016 leave, at a time and In a manner consistent with the existing vacation 
leave pick procedure applicable to field operations employees; however, FEI employees shall 
not compete for vacation leave with employees outside of FEI. leave slots that are not selected 
for vacation leave shall be available for casual leave selection by FEI employees. 

* * '" 
Article 10 


Disability Leave 


'" '"'" 

Section 10.2 Disability leave 

A: Eligibility 



An employee who is temporarily disabled in the line of duty and unable to perform 
normal duties or an alternate duty assignment must be paloltlfe-difference Detween normal 
County salary and the amount received under the workers' compensation law] full salary 
continuation in the form of disability leave for a maximum period of eighteen (18) months of 

----I.t,emporarydisability, except as set for in 10.3 (b). During the covered period of-t.empord-lan~/'---­
disability, [the Employer will adjust the employee's gross salary to account for the favorable tax 
treatment ofthe Workers' Compensation disability pay. Under] under no circumstances will the 
employee's [adjusted] net pay be less than 100 percent of the net pay that he or she received 
prior to disability designation. After 18 months, if the employee remains temporarily disabled 
he/she may use accrued sick, annual or compensatory time to make up the difference between 
workers' compensation benefits and full salary. When incapacitated for regular work 

-----ia¥-sOlsiH:!lgnments, the employee must be required to accept other work assignmeAt-fef-the-peried-ef-­
recuperation if found physically capable or be ineligible for disability leave. The ability of the 
employee to work will be determined by the County's Medical Examiner or such physician 

____au_t~orized by the Chief Administrative Officer. 

* * * 
Artide 17 

Special Duty Differentials 

* * * 
Section 17.1 Disposition of Assignment Pay Differentials 

.... ----- .. -.--~~.".-----~--~------~-.-~- .... ------~­

* * * 

B. 	 Self Contained Breathing Apparatus Technician, Air Compressor Technicians and 
Meter Technicians 

Assignment: $1,837 

Effective the first pay period beginning on or after July I, 2014, increase the Self 
Contained Breathing Apparatus Technician Special Duty Pay Differential to $2,037. 
Effective the first fiJlI pay period beginning on or after July I. 2015, implement a 
Special Duty Pay Differential for Air Compressor Technicians and MeterTechnlcii:ms 
in the amount of $2,037. 

[Section 17.4 Impact of Pay Differential on Other Compensation and Benefits 

The assignment pay differentials listed above in section 17.1 and the special pay and 
hourly differentials listed above in section 17.2, shall be included in the employees' base pay for 
the purposes of computing overtime rates, any existing overtime cap and retirement. Amounts 
received as working out of class pay and mult"ilingual and sign language pay differential in 

----section-17:3shaHcriso-lieincludedin-the--empIoVeesLbasepayforthe-purposes of cOlllputing 
overtime rates, any eXisting overtime cap and retirement. Employees eligible for Hazardous 



Materials Response Team certification pay in section 17.1 subsection A will be paid in a lump 
sum, once a year and~suChpay willnotl)e factored into computing overtime and retirement.r 

Section 17.4 Impact of Special Pay Differential on Other Compensation and Benefits 

The assignment pay differentials listed above in section 17.1, special pay differentials 
listed above in section 17.2 [given as assignment pay], amounts received as working out of class 
pay and multilingual and sign language pay differential in section 17.3 shall be added to the 

---employees' base pay and shall be factored in when computing overtime rates, any existing 

overtime cap and retirement. Employees eligible for certification pay for one of the above 

differentials will be paid in a lump sum, once a year and such pay will not be factored into 


~--------oomJ*lting-oveFtim~d-i'-etirement. 

* * * 
Article 19 

------.~~~-----~------	 --- ­
Wages 

Section 19.1 Wage Increase 
-~-------------------* * 

D. 	 Effective the first full pay period on or after July 1, 2015, the base salary for all 
bargaining unit members shall be increased by 2.0 percent. 

Section 19.2 Salary Schedule 
A. 	 Bargaining unit employees shall be paid a base salary pursuantto the uniform pay 

plan for the fiscal year, which appears in Appendix I,L [and] II, and III ofthis 
---------.AtMg'"'re-ement. For employees scheduled to work a 48 hou(wo~rk~w~e~e~k-;'(p~e:r:':A~rt"-::lc~le~23....-....IT-)-­

_the base salary is considered compensation for working 48 hours per week. 

* * * 
D. Effective at the beginning of the first full pay period beginning on or after July 1, 

2010, a Step P will be added at a rate 3.5% greater than the current Step O. All employees will 
then receive one service increment increase. The existing Step A will then be removed from the 

-------schedule, and the remaining 15 steps wl1r6e re-Iettered A through O. This pay plan adjustment, 
which the County Council elected not to fund in FY 2011, shall be postponed through FY2015. 
Such pay plan adjustment shall be a subject of the reopener for FY2016. As agreed to by the 

-1¥rties in the-reoOOAef-flegot-iatioos,thts-pay-plan adiustment shall continue to be-p&stpooeG-­
through FY 2016. 

* * * 
Article 55 

Service Increments 


* * * 

Section 55.8 Postponement of Service Increments 



Section 55.8 Postponement of Service Increments 
--- -...•-------.-.-... --~-~-~..- ­

Service increments that eligible barg(Jining unit employees were scheduled to receive in 
Fiscal Year 2011 pursuant to the 7/1/08 - 6/30/11 Collective Bargaining Agreement but which 

____th_e_County Council elected not to fund for FY 2011 shall be granted during t~e pay periQ!L 
beginning April 6, 2014. Similarly, the FY 2012 service increments that eligible bargaining unit 
employees would have otherwise received in Fiscal Year 2012 in accordance with this Article 55 
shall be granted to eligible bargaining unit employees during the pay period beginning June 14, 

··--zD15. The FY 2013 incrementthat eligible bargaining unit ernp1oyeHwoutChave received in 
Fiscal Year 2013 shall be postponed during FY2014 and 2015. The FY 2013 service increment 
shall be a subject of the re-opener for the 3rd year of the contract as described In Article 50. As 
agreed to by the parties in the reopener negotiations, the F'L2013 service Incr.ementshall 
continue to be postponed during FY 2016. However, no bargaining unit employee shall lose 
service credit for purposes of progression within the uniform pay plan. 

Effective July 1,2013, eligible bargaining unit employees shall receive an annual service 
increment on th eir anniversary date as described in this Article . 

... ... ...--------~-------

... 	 ... ... ... ... ... ... ... ... ...* * * 

IN WITNESS WHEREOF, the parties hereto have caused their names to be subscribed by 
their duly authorized officers and representatives this __ day of March 2015. 

Montgomery County career Fire Fighters, Montgomery County Government 
International Association of Fire Fighters, Montgomery County, Maryland 
local 1664, AFL-CIO 

BQ:4.~.Qt.CJ~ 

. 	 Jeffrey Buddie 

President 

Approved for form and legality Scott Goldstein 


County Attorney Acting Fire Chief 


----@ 
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Summary ofProposed Labor Agreement with IAFF Effective FY 2016 I I 
'to. Article Subject Summary ofChange IRequires ~presentor Requires Rjequires INotes 

Appropriation 0 Future Fiscal 
I 
LegtsJative R!egulation 

Ifunds ....... Imnact ChaJllle 
Yes116.16 Leave slots for Fire & Beginning 1/1/2016, bargaining unit employees INo No INo Estimated~st 

Explosives assigned to the Fire & Explosives Investigation Section Reduction See 

~vesttgatl°lssection (FBI) on a shift consisting of 2-twelve hour days, 2­ Fiscal Imp 
eive hou nights and 4 days off shall have 2-twelve Statement 

our leave ots per shit): to select leave slots consistent 
·th existin vacation p,ck procedutes. 

EI employ ",es will notfmpete for~aCation le~ve with 
mployees utside of F 1. Slots not elected for 

racation lea" e shall be vailable for casual leave 
¥election by!FEI employes. 
j j 

1 

No No 
ijUgibility 

2110.2 N NoI1>isability Lejlve Disability le~ve will be ~aid as full stuary continpation 
I . I I I 

No No31'17.1 Yes IYes. See Fiscal Impa1 
IlIifferentials fv{eter Technicians are eJigible to re,eive a $2,037 
4ssignment Pay Ipff'ective 7/~j20i5, Air ~ol'l'lpresso~ Technicia~ and 

Statement I 
I ~pecial duty differential I . 

4117.4 NoI~pact of Special Pay ~lean up of duplicated Ifguage No INo N°I

iff'erentials 

5119.1 NoYes Yes No",age Increase ~.O% increase to base s41ary effective the first full pay See Fiscal Impa1 
period on or after July 1J 2015 . Statement I 

I 
No No 

~ostponed through FY2~16 . 
No No$alary Schedule The FY2011 pay plan ad)ustment shall continue to be6119.2 

I 

No 
~tponed in FY16 ! 

7155.8 No Noervice Increments fhe postPoned FY13 serfvice increment shall continue tolNo 

I 

®
I 


1 



Article Item Dt.SCriptiOB 	 FY16 B~DdFYI6 

6.16 	 Leave Slots Leave SlotsJor the Fire & Explosives Investigation -$13,100 -$13,100 

17.1 	 Special Duty Assignment Pay Differentials for Meter Technicians $12,096 $12,096 
Differentials and Air Compressor Technicians at $2,037** 

19 Longevity Longevity Step Increases of 3.5 Percent for Eligible $97,007 $157,821 
Employees 

55 Service Service Increment on.5 Percent for Eligible $982,053 $1,909,740 

Total $3,465,654 $4,454,156 

1.: i'e all u,l 0., p ~cue I 'lll'~O"'n e.J 1\ I .. ""' ....... '" ..... ". ..... po.,,,, TI.. 14r ......... I ..
1 ..... ~ '- I. J U _,.d.lltl~Clln:: III tl,:,,:,- J II UU~II 

Esti Inates ~': ~': ,'; 
AlUlual Cost 


- ..-----Item---»eseriptioJt---~----m--- ____-----------F¥t6"v"nd 1<'V1 t:. 


Wages 2 Percent General Wage Adjustment in FY15 $151,895 $151,895 

Longevity Longevity Step Increases of 3.5 Percent for Eligible $16,186 $38,360 
Employees 

----.-----...----~-~-~----.----.----m7Oti1 $168,081 $190;255 

* Estimates reflect the impact to all funds. Increases apply in the first fuJI pay period during the month noted. 

** F~IL1e_te list ofspecial duty dLffereI)li~ increas~~please refer to the Collective Barwning -f.....ire.......,.an....d,.__f--_~_­


Rescue Bargaining Unit section of the chapter. 

*** No Fire and Rescue Uniformed Management is currently eligible to receive a service increment in FY16. 


------ ....--- ._-- ... _-_ ... 

----.---...-- ­
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FY16 COUNCIL DECISION CHART FOR COLLECTIVE BARGAINING 

AGREEMENTS 


General Wage Adjustments 

Provision Aereement Executive's Budeet Committee Decision FY16 Fiscal Impact 
lA MCGEOGWA 2% on 7-1-15 2% on 7-1-15 Approve 3"() $6,751,208 

IB FOPGWA 2% on 7-1-15 2% on 7-1-15 Approve 3-0 $2,595,501 

lC IAFFGWA 2% on 7-1-15 2% on 7-1-15 Approve3..() $2,387,598 

Service Increments 

Provision Agreement Executive's 
Budget 

Committee 
Decision 

FY16 Fiscal 
Impact 

2A MCGEO FY16 Service 
Increments 

3.5% 3.5% Approve 3-0 $3,628,623 

2B FOP FY16 Service Increments 3.5% 3.5% Approve 3-0 $1,541,890 
2C IAFF FY 16 Service 

Increments 
3.5% 3.5% Approve 3-0 $982,053 

Longevity Increments 

Provision Agreement Executive's 
Bud2et 

Committee 
Decision 

F'l:16 Fiscal 
Impact 

3A MCGEO Longevity 
Increments 

3% 3% Approve 3"() $88,981 

3B FOP Longevity Increments 3.5% 3.5% Approve 3-0 $74,348 
3C IAFF Longevity Increments 3.5% 3.5% Approve 3-0 $97,007 

Tuition Assistance 

Provision Agreement 

4A MCGEO Tuition Assistance 

4B FOP Tuition Assistanc 
4C IAFF Tuition Assistance 

$135,000 
Sharing 

$150,000 

Shift or Special Duty Differentials 

Provision Agreement Executive's 
Budeet 

Committee 
Decision 

FY16 Fiscal 
Impact 

5 New IAFF Special Duty Differentials Air 
Compressor Techs & Meter Techs 

$2037 $2037 Approve 3-0 $12,096 



GRIP ElectionlRSP Annuity 

Provision Agreement Executive's 
Budget 

Committee 
Decision 

FY16 Fiscal 
Impact 

...EO Change Default Election 
for new hires to GRIP - Bill 20-15 

Change to 
GRIP 

Change to 
GRIP 

Approve 3-0 $10,000 

6B MCGEO - RSP Annuity Option 
Bill 20-15 

RSPAnnuity 
Option 

RSPAnnuity 
Option 

Approve 3-0 $10,000 

Group Insurance Benefits 

Provision Agreement Executive's Budget Committee 
Decision 

FY16 Fiscal 
Impact 

7A MCGEOGroup 80% County 75% County Share except Reject 3-0 Similar to FY15 
Insurance share HMO per side letter 

7B FOP Group 80% County 75% County Share except Reject 3-0 Similar to FY15 
Insurance share HMO per side letter 

7C IAFFGroup 80% County 80% County Share except Reject 3-0 $622,000 more 
Insurance share HMO than FY15 

Prescription Drug Plan for Medicare-Eligible Retirees 

Provision Agreement Executive's 
Budget 

Committee 
Decision 

FY15 Fiscal 
Impact 

7D EGWP Plus Wrap 70% County 
share 

MovetoEGWP 
plus Wrap 

Reject 3-0 (savings of 
$900,000 on 

pay-as-you-go 
for FY16) 

MCGEODROP 

Provision Agreement Executive's 
Budget 

Committee 
Decision 

FY16 Fiscal 
Impact 

8 MCGEO DROP for sheriffs 
and corrections - Bill 20-15 

Establish DROP 
Bill 20-15 

$50,000 plus 
future additional 

retirement 
liability 

Approve 3-0 $50,000 year 1 
plus $84,675 to 
$253,679 each 

year after year I 

F:\LAw\TOPICS\CoIlective Bargaining\16colbar\FY16 Council Decision Chart.Docx 
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Higher Annuity Payment Using ERS 

Inputs: 
• Current Age: 62 
• Begin Annuity Age: 62 
• Date: 4/1/14 
• Account Balance as of 12/31/13: $100,000 

Estimated Monthly 
Annuity Payment 

Monthly Annuity Increase Amount: 
A Life Only Annuity purchased through the ERS for a 
GRIP participant resulted in the participant receiving 
$57 more dollars per month (over 10% higher). 

By eliminating fees paid to annuity providers, 
purchasing an Annuity from the ERS directly results in a 
higher monthly payment for RSP participants who 
decide to annuitize their balance at retirement 

20 Year Cumulative Annuity Increase: 

The same Life Only Annuity would results in an 

additional $13,656 paid to the participant over a 20 

year time period. 


*Fidelity amount is the highest bid from Fidelity's annuity service Network of insurance companies {The Guardian, 
MassMutual, MetLife, New York Life, and the Principal were the bidders} which is currently used by RSP participants who 
want to purchase an annuity. 

® 




50 Maryland Avenue • Maryland's First 
Nationally Accredited Rockville, Md. 20850 
Sheriffs Office 240-777-7000 

240-777-7148 Fax 

SHERIFF DARREN M. POPKIN 

March 26, 2015 

MEMORANDUM 

To: 	 Timothy L. Firestine, 

ChiefAdministrative Officer 


From: 	 Darren M. Popkin, L /1}. ~ 

Montgomery County Sheriff 


Re: 	 Deferred Retirement Option Plan (DROP) proposals 

As a result of recent collective discussions and agreements, it is my understanding that 

the County will be proposing legislative amendments to authorize represented deputy sheriffs to 

participate in the Deferred Retirement Option Plan (DROP). Also under consideration are pass­

through provisions that would extent the DROP to sworn Sheriff's Office management 

employees. 


As Sheriff I find that the DROP plan enhances management's ability to monitor 

positions that will be vacated, to identify impending shortages in staff trained for specific tasks, 

and to plan promotional examinations and recruit classes. With the DROP, management will be 

able to assign deputies to shadow employees who will be retiring, and effectively time the hiring 

and training process for new deputy sheriff recruits. 


Under the current retirement scheme, management generally has very little advance 

notice ofpending retirements and thus is not able to conduct continuity planning or effectively 

plan for new hires. 


It is essential that the DROP be extended uniformly to Sheriff's Office management 

positions, to avoid creating a disincentive for employees to apply for management positions, as 

well as maintaining management's flexibility in continuity planning ofsupervisory positions. 


Ofcourse, it would be inappropriate for the DROP to extend to the elected Sheriff, as 

may have been discussed in some draft position papers. 


I would appreciate receiving a final copy ofany proposed legislation that is transmitted to 

the Montgomery County Council, as well as any analytical papers or transmittal memos that are 

submitted in support ofthe legislation. 


00: Marc Hansen, County Attorney; Steve Farber, Council Administrator; Robert H. Drummer, Sr. Legislative Attorney. 
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Fiscal Impact Statement 

Expedited Council Bill XX-IS Retirement - Employees' Retirement System Deferred 


Retirement Option Plan - Amendments - Retirement Savings Plan""':' Guaranteed 

Retirement Income Plan - Election· 


1. 	 Legislative Summary. 

This bill implements changes to County employee retirement options as a result of the 
collective bargaining process. Changes include the following: 1) set the default option 
for all new employees in MCGEO effective July 1, 2015 to the Guaranteed Retirement 
Income Plan (GRIP); 2) provide Retirement Savings Plan (RSP) participants with the 
same option to purchase an annuity from the Employees' Retirement System as GRIP 
participants; and 3) establish a Deferred Retirement Option Plan (DROP) for sworn 
deputy sheriffs, uniformed correction officers, uniformed sheriff management, and 
uniformed correctional management. 

2. 	 An estimate ofchanges in County revenues and expenditures regardless ofwhether the 
revenues or expenditures are assumed in the recommended or approved budget. Includes 
source of information. assumptions. and methodologies used. 

Implementation of this bill requires one-time changes to various systems. For the GRIP 
default change, the Oracle payroll system must be updated to reflect default retirement 
status for an estimated one-time impact of $10,000. Additionally, the implementation of 
the RSP annuity offering will require one time programming changes to PeopleSoft, the 
pension administration system, for an estimated $10,000. For the addition of the DROP, 
there are one-time costs of $30,000 to establish the plan with FidelitY, the County's 
recordkeeper, $10,000 to program Oracle payroll changes, and $10,000 for PeopleS oft 
programming changes. ' 

The County's pension actuary, Gabriel Roeder Smith & Company (GRS). has determined 
that the GRIP and RSP annuity will not increase costs. According to GRS, the actuarial 
cost of the DROP would require an additional County contribution of between $84,675 
and $253,679 annually beginning in FYI7. 

3. 	 Revenue and expenditure estimates covering at least the next 6 fiscal years. 

The total additional expenditures from the GRIP default and RSP annuity offering are 
estimated at $20,000 in the first year, and no additional costs over 6 years. 

The total additional expenditures from the DROP change are estimated at $50.000 in the 
first year, and between $84,675 and $253,679 in each year afterwards for a total 
estimated cost of between $473,375 and $1,318,395. The total impact of this bill would 
be estimated at $70,000 in the first year, and between $493,375 and $1,338,395 over 6 
years. 

4. 	 An actuarial analysis through the entire amortization period for each bill that would affect 
retiree pension or group insurance costs. 

See attached. 

5. 	 An estimate ofexpenditures related to County's information technology (IT) systems, 
including Enterprise Resource Planning (ERP) systems. 



.":. ' .. 	 ., . -I. 

As mentioned in #2, there is a total one-time imp'act of $20,000 to make payroll changes, 
~d a one-time impact of$20,000 to make PeopleSoft programming changes. 

6. 	 Later actions that may affect future revenue and expenditures if the bill authorizes future 
spending. 

Not applicable. 

7. 	 An estimate of the staff time needed to implement the bill. 


No additional staff time will be required to implement the bill. 


8. 	 An explanation ofhow the addition ofnew staff responsibilities would affect other duties. 

No additional staff responsibilities would be added. 

9. 	 An estimate of costs when an additional appropriation is needed. 

No additional appropriation is necessary, as the retirement funds will absorb the . 
implementation cost. An additional appropriation would be required in FY17, as noted in 
#2, to fund the actuarial cost ofthe DROP. 

. 10. A description ofany variable that could affect revenue and cost estimates. 

The DROP cost range could be affected by a participation mte different from the actuarial 
assumed rate. . 

11. Ranges of revenue or expenditures that are uncertain or difficult to project. 


See#2. 


12. If a bill is likely to have no fiscal impact, why that is the case. 


Not applicable. 


13. Other fiscal impacts or comments. 


Not applicable. 


14. The following contributed to and concurred with this analysis: 

Corey Orlosky, Office ofManagement and Budget 
Linda Herman, Executive Director, Montgomery County Employee Retirement Plans 

Date 
I 
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Gabriel Roeder Smith &. Company 20 North Clark Street 312.456.9800 phone 

Consultants & At:tuaries Suite 2400 312.456.9801 fax 
Chicago. n. 60602-5111 www.gabrielroedet.comGRS 

March 19, 2015 

Ms. Linda Herman 
Executive Director 
Montgomery County Employees' Retirement System 
RockVille, Maryland 

1 . 

Re: 	 Projections of the Guaranteed Retirement Income Plan (GRIP) under Alternate New 
Hire GRIP Election Scenarios (Update to January 26, 2015, letter) 

Dear Linda: 

In accordance with your request, we have performed projections ofthe Guaranteed Retirement 
Income Plan County contribution requirement and funded ratio based on the actuarial valuation 
as ofJuly 1, 2014, under alternate new hire GRIP election scenarios. 

The new hire election (or defaulting into) GRIP scenarios that we considered include the 
following. The percentage of new hires that are not assumed to elect GRIP are assumed to elect 
the Retirement Savings Plan (RSP). 

NewHiresEled GRIP Percentage o(New Percentage ofNew 

Scenario Hires Electing GRIP Hires Electing RSP 


Baseline - 33 1/3% EJect GRIP 331/3% 662/3% 

50% Elect GRIP 50% 	 50% 

66 2/3%Bect GRlP 662/3% 331/3% 

For each of the new hire election scenarios outlined above, we performed projections showing 
the GRIP County contribution requirement and funded ratio assuming a future investment return 
of 7.50%. The results of our projections for each of the three new hire GRIP election scenarios 
are summarized in Graph A and Exhibit A. 

Exhibit A also illustrates projected RSP payroll and projected County contribution dollars 
combined for GRIP arid RSP. Due to the volume of data from the projections, we summarized 
the key projection information in the exhibits. 

For these projections, we used the GRIP census data used in the actuarial valuation as of July 1, 
2014, and census data provided by Pat Paoli on January 12,2015, for current RSP members. 

http:www.gabrielroedet.com
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The projection scenarios are based on the following data and assumptions: 

• 	 Census data file of current RSP members provided by the County, including: 
o 	 Demographic information for each participant (date ofbirth and date ofhire) 
o 	 RSP balance as ofJune 30, 2014 
o 	 Contributions for each year ending June 30 for the period 2012 through 2014 

• 	 Approximately 3,500 active RSP members were included in the analysis from the data 
file 

• 	 Pay rates and salaries were not available for RSP members. Therefore, we estimated the 
2014 pay rate based on the actual contribution amounts ~eived in the data and used it to 
project :future contributions . 

• 	 Assumptions from the actuarial valuation as ofJuly 1,2014. for GRIP members 
including assumptions for salary increases, termination rates, retirement rates, and pre­
retirement mortality 

Exhibit B summarizes the actuarial assumptions and methods for GRIP used in the analysis and 
Exhibit C summarizes the GRIP benefit provisions. For purposes of projecting RSP payroll, we 
have assumed the RSP member behavior and salary increases would follow the same 
assumptions as GRIP. 

The County contribution rate to the RSP is 8.00% ofpay. The County normal cost rate for GRIP 
is approximately 7.30% ofpay based on an investment return assumption of 7.50% and a GRIP 
interest crediting rate of 7.25%. When GRIP experiences gains and assets exceed liabilities, the 
County contribution rate will be lower than normal cost. When GRIP experiences losses and 
there is an unfunded liability, the County contribution rate will be higher than normal cost. 

The GRIP County contribution rate during the 20 year projection period is less than 8.00% under 
all new hire GRIP election scenarios. For the majority of the 20-year projection period, total 
projected County contribution dollars decrease. as the percentage ofnew hires electing GRIP 
increases. 

Because the County bears the investment risk for the GRIP and the plan members bear the 
investment risk for the RSP, higher GRIP elections for new hires will result in the County 
undertaking more risk. However, the County also benefits from the rewards (if investment 
returns are favorable). 

Stochastic projections which simulate future investment returns for a number ofpotential future 
outcomes (such as 1.000 outcomes) could help illustrate the probability ofaltemative investment 
return scenarios occurring. However, stochastic projections were outside the scope of this 
assignment. 

Future actuarial measurements may differ significantly from the current measurements presented 
in this cost analysis, due to such factors as the following; plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or demographic 
assumptions; and changes in plan provisions, contribution amounts or applicable law. 

Gabriel Roeder Smith & Company 

® 




" "" 
" • I • • ~. " 
· - . .. : : :.1 

Ms. Linda Herman 
Montgomery County Employees' Retirement System 
March 19,2015 
Page 3 

Ifany of the provisions, underlying data or assumptions used in this analysis appear to be 
incorrect or unreasonable. please let us know as soon as possible so we can update the analysis. 

The signing actuaries are independent ofthe plan sponsor. 

Lance Weiss and Amy Williams are Members ofthe American Academy ofActuaries (MAAA) 
and meet the Qualification Standards of the American Academy ofActuaries to render the 
actuarial opinion herein. 

Please let us know ifyou have any questions or would like to discuss the results of this analysis 
further. 

Sincerely, I 
~~.~.:...... tZwy;v~ 
Lance J. WeisskA, FCA, MAAA Amy Williams, ASA, MAAA 
Senior Consultant Consultant 
LW/AW:mrb 

Gabriel Roeder Smith Be Company 
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Graph A 

Projected Funded Ratio and County Contribution Amounts Based on 

Future Annual Investment Return of7.50% and Altemate New Hires GRIP Election 
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Exhibit A 
,:! 

Monlgomery County Emplo~es' Retirement S)'Item 

Projection ResIlltJ - Comparison ofGRIP Results Under AIlemative Future IJlveatmeat Return Sce.oarlol 


Results Based on July I, Z014 Actuarial Valuatloa and 33113%., 50°!. and 66 Zl3% DINe", Biru Elect GRIP 

AlSu_ Annual Inve.ImeDllUlIma of7.50%, 


($II1tIl_a") 

GRIP Al:lIVe Member GRIP 0.1IDI7 CoatrlIutIo. o.....ty Coalrlbulloa DoIIan (RSP.ad 

Ye-Ir PoI!!!!At!oa GRIP Active Member h)'nlU lUre GR.I:Phaded Ratio RSPPelroll G!!m 


ElIded Im••_at % of New HIre. 1II••t GR.I:P Y. ofN... BlreslllectGRIP % ofNew Hire, EI..t GRIP % oSNewBireI Elect GR.I:P % .rN...m.... ElettGRIP % orNe..Hire. EI.d GRIP 

lUtam B••elln. 50% 6i2l3% Ba.ellne 50% 66213% a ... la... 50% 66213% 8ull1ae 50% 66213% B...II" 50% 66lt.J% 8 ...1101 50% 66213% 


2014 17.66% 1,263 1,263 1,263 S 83,226 S 83,226 $ 83,226 6.45% 6.45% 6.45% 108.22% 108.22% 108.22% $ 203,987 S 203,987 S 203,987 S 22,326 S 22,326 S 22,326 

2015 7.50% 1,346 1,445 1,544 9O,sos 95,816 101,124 6.72% 6,72% 6,72% 112.661)(, 112.66% 1Iz'66% 219.()42 213,735 208,427 21,1113 21,1113 21,913 

2016 7.SQ% 1,409 1,581 1.754 97,J1I9 107,121 116,844 6.61% 6.6W. 6.61% 113.98% 113.86% 113.73% 234,064 224,341 214,618 23,504 23,430 23,356 

2017 7,50% 1,465 1,703 1,1142 104,484 118,591 132,6119 6.37% 6,43% 6.48"Ao 115.13% 114,83% 114.54% 249,757 235,650 221,542 24,931 24,834 24,742 

2018 7,SO'Ao 1,516 1,8 IS 2,114 111,923 130,463 149,003 6.25% 6,3W, 6.4S'li 115.39% 114.88% 114.40% 26S,716 247,176 228,636 26,512 26,393 26,280 

2019 7.50% 1,562 1,916 2,269 119,431 142,458 165,485 6.12% 6.28% 6.40% 114,08% 113.40% liZ,78% 281,739 258,112 235,685 28,108 21,!16S 27,830 

2020 1.50% 1,604 2,OOB 2,413 127,056 154,696 182,336 6,()4% 6.24% 6,39% 112.78% II!.96¥. 1I!.24% 298,057 210,417 242,778 29,750 29,584 29,427 

2021 7.'0% 1,641 2,0114 2,546 134,749 167,162 1119,516 6.ow, 6,28Y. 6.45% 111.60% 110.67% 109.88% 314,5S7 282,143 249,729 31.,542 31,354 31,175 

2022 7,$0% 1,676 2,173 2,671 142,627 179,999 211,371 6.OB% 6,33% 6.50'.4 110.53% 109.50'.4 108.66% 331,180 293,808 256,436 33,360 33,147 32,944 

2023 7.50% 1,707 2,247 2,786 ISO,738 193,236 235,735 6.10% 6,36% 6,54% 109,SQ% 108.42% 107.5W, 341,074 305,576 263,077 35,196 34,1158 34,728 

2024 7.SO% 1,736 2,316 2,895 "9,090 206,9'2 254,814 6.12"Ao 6.3!m 6.57'.. IOB.SS% 107.43% 106.56% 36',114 317,252 269,391 37,065 36.801 36,544 

2025 7.50% 1,762 2,379 2,1196 167.598 221.003 274.408 6.13% 6.42% 6.61% 101,66% '106.52% 105.67% 382,352 328.1147 275,542 38,962 38,669 38,382 

2026 7.SOY. 1,786 2,437 3,089 176,463 235,55. 294,654 6.14% 6.4S% 6.63% 106.78% 105.66% 104,85% 399,950 340,854 281,759 40,884 40,560 40,242 

2021 HO% 1.8OB 2,492 3.176 185,610 250,689 315,707 6.1S% 6.41% 6.65% 105.94% 104.85% 1()4,10% 417.752 352,134 287,71' 42,852 42,498 42,148 

2028 1,'0% 1,828 2,542 3,256 195,130 266,267 337,404 6.16% 6.48% 6.67'11 IOS.l3% 1()4.10'.4 103,41% 43S,884 364,747 293,610 44,858 44,471 44,087 

2029 7.50% 1,847 2,589 3,331 205,012 282,4).4 359,855 6.17% 6.SQ% 6.69% 1()4.33% 103.39% 10Z,78% 4'4,361 37G,93? 2119,517 46,\lO7 46,486 46,066 


2030 .7.$0% 1,863 2,631 3,399 2iS,171 299,074 382,977 6.33% 6,63% 6.80% 103.67% 102.8 W. 10Z,27% ·473,307 389,404 305,501 49,333 48,881 48,425 

2031 7.50% 1,878 2,669 3,461 225,762 316,310 406,851 6,35% 6.65% 6.82% 103.02% 102.26% 101.80% 493,086 402,538 311m 51,526 51,036 SO,542 

2032 7,50% ' 1,892 2,705 3,511 236,746 334,121 431,495 6.35% 6.66% 6.83% 102.39% 101.74% 101.36% 513,441 416,067 318,692 53.791 53,262 52,728 

2033 7.50% 1,904 2,737 3,569 248,014 352,431 456,848 6.4'/% 6.75% 6.90% 101.84% 101.30% 101.00% 534,500 430,084 325,667 56,:191 5S,B24 55,249 

2034 7.S0% 1.916 2,161 3,617 259.776 311,42' 483,073 6.56% 6.81% 6.95% 101.35% 100,92% 100,69% 556,136 444,487 332,839 59,029 58,421 57,802 


~ 
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ExhibitB 

Actuarial Assumptions and Methods 

The assumed rate of price inflation is 3.00%. 

The assumed rate of investment return used for the GRIP was 7.50%, net of expenses, 
annually. 

The rates of annual salary increase used for individual members are in accordance with the 
following table. This assumption is used to project a member's current salary to the salaries 
upon which benefit amounts will be based. 

Salary Increases 

Service Public Safety Non-Public Safety· 

0 9.25% 6.00010 
5 8.25% 6.00% 

10 6.25% 6.00% 
15 5.50% 6.00% 
20 5.00% 4.25% 
25 4.50% 4.00% 
30 4.25% 4.00% 

* Includes GRIP 

The assumed rate of total payroll growth is 4.00%. 

Rates of separation from active membership are represented by the following table (rates do not 
apply to members eligible to retire and do not include separation on account of death or 
disability). This assumption measures the probabilities ofmembers terminating employment 

Service GRIP 
0 9.500% 
1 9.500% 
2 6.000% 
3 6.000% 
4 5.000% 
5 4.250% 
6 3.000% 
7 3.000% 
8 2.500% 

Over 8 years 2.500% 

6311912015 Gabriel Roeder. Smith Ik Colllpany 
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ExhibitB 

Rates of disability were as follows: 

GRIP 

Age Male Female 

20 0.0975% 0.0375% 
25 0.1800% 0.0975% 
30 0.2475% 0.1800% 
35 0.2925% 0.2550% 
40 0.3300% 0.3150% 
45 0.5880010 0.3375% 
50 0.7080% 0.5100% 
55 0.5400% 0.5800% 
60 0.8625% 0.5625% 

Rates of retirement for members eligible to retire during the next year were as foHows: 

'GRIP 

Age Rate 

Under 59 0.00% 
59 0.00% 
60 5.00% 
61 5.00% 
62 i5.00% 
63 15.00% 
64 15.00% 
65 40.00% 
66 40.00% 
67 40.00% 
68 40.00% 
69 40.00% 
70 100.00% 

3/19/2015 Gabriel Roeder Smith &:. CQmpany 7 
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ExhibitB 

The mortality table used to measure retirement mortality was based on the RP2000 Mortality 
Table, sex-distinct, projected to the year 2030 for healthy mortality and projected to the year 
2010 for disabled mortality. Rates are set forward five years for the disabled mortality 
assumption. The healthy mortality assumption is used to measure the probabilities of members 
dying before retirement and the probabilities of each benefit payment being made after 
retirement We expect that because the mortality table is projected to the. year 2030, this 
provides a margin for future mortality improvement. 

Healthy Mortality Disabled Mortality 
Future LiCe Future Life 

Mortality Rate Ex~cta~ {zeal5~ Mortali~ Rate Expecta~ {lears! 
Age Men Women Men Women Men Women Men Women 

25 0.0278"A. 0.0136% 57.94 59.71 0.0422% 0.0239OA. 51.06 53.61 
30 0.0382% 0.0195% 53.03 54.76 0.0735% 0.0425% 46.19 48.69 
35 0.0665% 0.0341% 48.15 49.83 0.0996% 0.0607% 41.38 43.81 
40 0.0848% 0.0449OA. 43.33 44.91 0.1323% 0.0957"" 36.59 38.96 
45 0.1018% 0.0693% 38.51 40.03 0.1783% 0.1412% 31.85 34.16 
50 0.1240% 0.1002% 33.71 35.18 0.2991% 0.2507% 27.17 29.44 
55 0.2038% 0.2135% 28.94 30.40 0.5742% 0.4808% 22.66 24.89 
60 0.4159% 0.43490" 24.32 25.81 1.1062% 0.9231% 18.44 20.61 
65 0.8344% 0.8351% 19.94 21.49 1.9091% 1.5923% 14.60 16.69 
70 1.4111% 1.4405% 15.89 17.51 3.2859OA. 2.5937"A. 11.12 13.15 
75 2.4785% 2.2088"A. 1211 13.86 5.8213% 4.2767".Ib 8.13 10.00 
80 4.7613% 3.7161% 8.79 10.54 10.3244% 7.2923% 5.75 7.31 

For this analysis, sex was not given for current RSP members, therefore, pre-retirement mortality 
was based on male only mortality rates. 

Benefit Service: 	 Exact fractional years of service are used to detennine the amount of 
benefit payable. 

Decrement Timing: 	 All decrements are asslUlled to occur at the beginning ofthe year. 

Decrement TlUllover decrements do not operate after the member reaches 
Operation: retirement eligibility. 

Eligibility Testing: 	 Eligibility for benefits is detennined based upon the age nearest 
birthday and service on the date the decrement is assumed to occur. 

Pay Increase Timing: 	 End of(fiscal) year. 

83119/2015 	 Gabriel Roeder Soiith &: Company 
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ExhibitC 

Benefit Provisions 

Guaranteed Retirement Income Plan (effective 71112009) 

A. 	Eligibility for GRlP entry: 

• 	 Full-time non-public safety employees hired on or after Iuly 1, 2009 who do not 
participate in the retirement savings plan may make a one-time irrevocable election 
to participate in the GRIP within the first 150 days offull time employment. 

• 	 Part-time or temporary non-public safety employees hired on or after October 1, 
1994 who do not participate in the retirement savings plan may make a one-time 
irrevocable election to participate in the GRlP after at least 150 days of 
employment 

B. 	The GRIP account collects: 

• 	 Member contributions (pre-tax unless noted otherwise) 

a. 	 Non-public safety employees: 4% of regular base earnings up to the maximum 
Social Security wage base plus 8% ofthe excess. 

b. 	 Public safety employees: 3% of regular base earnings up to the maximum 
Social Security wage base plus 6% ofthe excess. 

c. 	 Effective July I, 2011 members may contribute an additional 2% of regular 
earnings for service between June 30, 2011 and July 1, 2012, on an after-tax 
basis by making an election in writing on or before September 1, 2011. 

• 	 Employer contributions 

a. 	 Non-pUblic safety employees: 8% of regular base earnings. Effective July I, 
2011, the employer contribution is 6% of regular base earnings for service 
between June 30, 2011 and July 1, 2012. 

b. 	 Public safety employees: 10% of regular base earnings. Effective July 1,2011, 
the employer contribution is 8% of regular base earnings for service between 
June 30, 2011 and Iuly 1,2012. 

• 	 7.25% interest credited from the date ofcontribution. 

C. 	Vesting Schedule: 

• 	 Employees are 100% vested in employee contributions at all times. 
• 	 County contributions are 0% vested from 0-3 years of credited service and 100% 

vested at 3 or more years ofcredited service. 
• 	 Participants become 100% vested at death or disability. 

93/19/2015 	 Gabriel Roed~ Smith &: Company 
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Exhibit C 

D. Normal Form ofPayment- Lump sum 

E. Optional Forms ofPayment: 

• Direct rollover 
• Life annuity purchased from an insurer 

F. Eligible Agencies: 

• CC - credit union employees (outside agency) 
• eM - union employees (represented) 
• CN - non-bargaining employees (non-represented) 
• CP - public safety employees 
• CZ - elected officials who transferred from the BOP 

103119/2015 
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Gabriel Roeder Smith & Company 20 North Clark S~t 312.4SU800 phone 
Consultants &; Actuaries Suite 2400 312.456.9801 fax 

Chicago, U. 60601·5111 www.gabrielroeder.com 

March 11,2015 

Ms. Linda Herman 
Executive Director 
Montgomery County Employees' Retirement System 
Rockville, Maryland 

Subject: Cost Impact of DROP Proposal for Group E (Uniformed MCGEO Only) 

Dear Linda: 
, 

As requested, we have measured the cost impact to the Montgomery County Employees' : 
Retirement System (ERS) of the following proposal to change benefit provisions for current 

. ; 

active Uniformed MCGEO Group E employees. 

• 	 Implement a DROP with an interest crediting rate based on actual investment 

performance of a self-directed DROP account 


The proposed effective date of this change is July 1,2015, and the change would only affect 
members that are active as of that date. 

The main provisions of the DROP would be the same as the current DRSP for Group F members 
and include: 

• 	 Members may enter the DROP once minimum age and service requirements have been 

met for normal retirement 


o 	 Age 55 with 15 years of credited service or age 46 with 25 years of credited 

. service 


• 	 The following amounts are accumulated in the DROP account and are credited actual 

investment returns during participation in DROP: 


o 	 The accrued benefit frozen at time ofDROP 
• 	 The DROP account does not collect COLAs granted during the DROP 

period 
• 	 The maximum DROP period is equal to three years. 

o 	 Employees may opt out ofDROP annually at their anniversary of entering DROP 
• 	 Upon exit from DROP, the member receives: 

o· 	The monthly benefit amount equal to the frozen accrued benefit at time of DROP 
plus the COLA increases granted during the DROP period, plus 

o 	 Distribution of the DROP account 

http:www.gabrielroeder.com
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The illustrated cost impacts are shown in Exhibits 1- N: 
. • Exhibit I Summary ofDROP Scenarios 

• 	 Exhibit II - Implement DROP, Scenario 1 Retirement Rates 
• 	 Exhibit m - Implement DROP, Scenario 2 Retirement Rates 
• 	 Exhibit N - Group E Contribution Rate Summary 

The analysis includes the following assumptions and methods: 
• 	 Members will enter the DROP earlier than when they are currently assumed to retire 

under the current provisions. Two alternative sets ofDROP/retirement rates were used in 
the analysis and are shown in Appendix I. These rates assume that members will exit . 
DROP and commence nonna! retirement later than currently assumed. 

• 	 70% DROP participation rate, which is the same assumption currently used for Group F 
and Group G. 

• 	 Members will participate in the DROP for the maximum period oftime (three years 
under the proposal) and extend their careers on average by exiting DROP approximately 
1.0 year or 1.5 years later than under the current provisions with no DROP. 

• 	 The other assumptions and methods as used and disclosed in the actuarial valuation as of 
July 1, 2014. 

The data is summarized in Appendix II. We have assumed that all active unifonned MCGEO 

members ofGroup E would be affected by the change (if they meet the eligibility conditions). 


Summary ofResults 
Implementing a DROP for Group E unifonned MCGEO members is expected to increase the 
actuarial liabilities and contribution requirements ofthe System based on the assumptions used. 
The cost ofthe DROP is significantly affected by how member retirement behavior changes as a 
result of implementing the DROP. Ifmembers commence retirement benefits sooner (by the 
benefit amount being deposited into the DROP account), costs are typically expected to increase. 

Exhibit I contains a summary of the key results for the two DROP scenarios included in this 
analysis and the results if 100% ofmembers entered DROP or retired at first eligibility for 
retirement. The 100% scenario was provided in order to give a high-end estimate on what the 
additional cost might be. 

The following table summarizes the increase in costs of implementing a DROP for the indicated 
groups: 

Increase in first year costs 

<loUR and Scenario Funding I Accounting 2 

Unifonned MaEO - Scenario 1 Rates $ 230,505 $ 2,805,524 
Unifonned MCGEO - Scenario 2 Rates 85,825 1,631,042 

1 Increase in first year County contribution (total cost amortized over 20 years). 

2 Increase in GASB 68 pension expense (total cost immediately recogni2ed). 

Gabriel Roeder .Smith Be; Company 
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Below is ,a summary of the key results for the two DROP scenarios included in this analysis and 
the results if 100% ofmembers entered DROP or retired at frrst eligibility for retirement The 
100% scenario was provided in order to give a high~end estimate on what the additional cost 
might be. 

100-" 
DROPlRetirement at 

Baseline DROP Scenario 1 DROP Scenario 1 First migitility 
Active ActuarialAccmed liabi6ty 83,638,135 $ 86,443,659 $ 85,269,177 $ 90,581,379 
County Contribution Requirem:nt $ 7,(I)3,Cr13 7,923,528 7,'T18,848 8,154,735 
County Contribution RequireIrent % 31.88% 33A5% 32.74% 35.8O"At 
(Includes Retirem:nt Incentive) 
Average Age at Retirenx:nVDROP 55.5 54A 55.0 533 
Avet'llge Age at Retirement· 555 56.5 57.1 55.4 
Number ofRetirem:nVDROP First Year 11 16 15 28 

ToWERS 
Funded Ratio (Actuarial Value of Assets) 84.14% 84.17"" ·84.05% 

•Assumes 10"" of members mite 3years after entering DROP. 

The following provision ofthe DROP is cost neutral based on the current actuarial assumptions 
when a member remains in the DROP compared to retiring: 

• 	 Interest crediting equal to actual investment performance of a member~irected DROP 
account because the member bears the investment risk 

The following provision ofthe DROP decreases costs when a member remains in the DROP 
compared to retiring:' 

• 	 COLAs are not payable during the DROP period 

Additional implications of implementing a DROP: 

• 	 A lower payroll base on which both County and member contributions are made as a 
result of an increase in total members participating in the DROP at a given time. (The 
total active member payroll which includes DROP and non~DROP members would be 
expected to remain the same, but the total non-DROP payroll would be expected to be 
lower.) 

o 	 This means that the portion ofthe contribution rate to amortize the unfunded 
liability may be higher, but the contribution as a dollar amount to amortize the 
unfunded liability may not be substantially different 

Future actuarial measurements may differ significantly from the current measurements presented 
in this cost analysis, due to such factors as the following: plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or demographic 
assumptions; and changes in plan provisions, contribution amounts or applicable law. 

Ifany of the provisions, uilderlying data or assumptions used in this analysis appear to be 
incorrect or unreasonable, please let us know as soon as possible so we can update the analysis. 

Gabriel Roeder Smith &; Company 
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Ms. Linda Herman 
Montgomery County Employees' Retirement System 
Page 4 

The signing actuaries are independent ofthe plan sponsor. 

Lance Weiss and Amy Williams are members ofthe American Academy ofActuaries (MAAA) 
and meet the Qualification Standards ofthe American Academy ofActuaries to render the 
actuarial opinion herein. 

Please let us know ifyou have any questions or would like to discuss the results ofthis analysis 
further. 

Sincerely, 

~~.J:.... 
Lance J. Weish.A, F.e.A., M.A.AA. Amy Williams, AS.A., M.A.A.A. 
Senior Consultant Consultant 

cc: 	 Mr. Ryan Gundersen. Gabriel, Roeder, Smith, and Company 
Mr. Neil Nguyen. Gabriel, Roeder, Smith and Company 

L:\c3323_MontgomeryCount.y\20IS\ImpactStatements\02Feb20_DROP\MCGEO]roposal_030920JS.docx 

Gabriel Roeder Smith & Company 



Exhibit I 

Cost Impact of DROP - Summary of Scenarios 

tODOk 
DROP/Retirement 

UniformedMCGEO Onl;}: Baseline DROP Scenario 1 Im~t"" DROP Scenario 2 Iml!!d.... at First Ililibili!l Iml!d** 
Actuarial Accrued Uability $ 83,638,135 S 86,443,659 S 2,805,524 S 85,269,177 S 1,631,042 S 90,581,379 S 6,943,244 
Net Nonnal Cost 6,622,219 6,632,597 10,378 6,571,879 (50,340) 6,520,942 (101,27'7) 
Am)ltizat~n ofUnfunded Uability 2,655,300 2,843,954 188,654 2,764,978 109,677 3,122,190 466,890 
County Contribution Requirement 7,693,023 7,923,528 230,505 7,778,848 85,825 8,154,735 461,712 
Average Age at RetirementIDROP 55.5 54.4 .1.1 55.0 -0.5 53.3 .2.2 
Average Age at Retirement* 55.5 56.5 1.0 57.1 1.6 55A -0.1 
Number ofRetirementIDROP First Year 11 16 5 15 4 28 17 
(Includes Retirement Incentive) 

Groul!E 
Actuarial Accrued Uability $ 165,611,776 S 168,417,300 S 2,805,524 $ 167,242,818 $ 1,631,042 S 172,555,020 S 6,943,244 
County Contribution Requirement $ 12,587,119 12,817,624 230,505 12,672,944 85,825 13,048,831 461,712 
County Contribution Requirement % 31.98% 32.93% 0.95% 32.51% 0.53% 34.30"10 2.32% 
(Includes Retirement Incentive) 

TotalERS 
Actuarial Accrued Uability $ 3,958,929,718 S 3,961,735,242 S 2,805,524 S 3,960,560,760 $ 1,631,042 S 3,965,872,962 S 6,943,244 
Funded Ratio (Actuarial Value ofAssets) 84.20% 84.14% ·0.06% 84.17% -0.03% 84.05% -0.15% 

• Assumes 70% ofmembers retire 3 years after entering DROP• 

•• Tile change in the ilctuarial accnJed liability and the net normal cost is the change in the GASB 6& Pension oxpcwe aocoWiting cost. The change in the Collllty contribution requlrement is the chanF in the (Illt 

year funding cost (total costs are amortizoci over 20 years). . 

Gabriel Roeder Smith Be Company

® 



Exhibit II 

Cost Impact of DROP .... Scenario 1 Retirement Rates 

Vlllnllllon IS oUul:r:l,lOl4 1m!!!I. DROP Sc....rlo I CluRe 

Iota! hUPp 
ActIIlrial Accrued Liability 

Aotivo Memb.... 
DRSPID.ROP Memb... 
Tonninllled Veatod Memb"", 
RetiNd M_ and Bene6c:iorieI 
Total 

Unifurmod 
MCXlEO 

$ 83,638,135 

83,638,135 

Total emU! a 

$ 162,527,463 

3,G84,.!011 

165,611,776 

TotalERS 

$ 1,373,483,134 
99,437,744 
26,461,195 

~4S9,S47,64S 
3,958,929,718 

%of!:!lroll 
UroifulTllOd 

MCXlE!O 

$ 86,4C,6S9 

86,4C,6S9 

Total OrouR l! 

$ 11SS,332,m 

3,01!4,308 

168,417,300 

TotalERS 

$ 1,37<S,2f:18,6S8 
99,437,744 
26,461,195 

3,459,547,645 
3,!I6I,735,2A:1 

% ofPalroU 
Uroifurmod 

MCXlE!O 

$ 2,tQS,524 

2,8OS,S24 

Total 0r0"1! B 

$ 2,8OS,S24 

2,8OS,S24 

TotalERS 

$ 2,tQS,524 

2,1IOS,524 

% of Payroll 

Ccntn'butien Boals Payroll: 
Par Nonml Ccfl 
For Attnrtlmtlon ofUnfUnd.d LIability 

$ 23,474,153 
2$,419.199 

$ 37,611,162 
42,951,126 

$ JflO,82S,073 
378,030,049 

$ 'U,007,948 
25,012,9'>1 

$ 31,144,9S7 
42,484,921 

$ 360,,358,868 
377,5&3,844 

$ (466,20S) 
(466,205) 

S (~ 
(466,lOS) 

$ (466,20$) 
(466,2OS) 

Actuarill Value ofAu,,!. 3,333,484,724 3,333,484,724 

Unfbnded ActuariliAcerued LIability iS2S,0144,9'>I 628,2S00518 2,8OS,524 

Fundod Ratio (A<tuarial Value ofAulllt) 84.2% 84.1% .0.1% 

Annual Oro..Nonml Cctt 
Benelib 
&pen... ofAdmilllsb'ltion 
Total 

S 6,417,555 
204,664 

6,622,219 

$ 10,324,1599 
327.!?i1 

IO,IIS.2,620 

$ 74,S1II4,370 
2.966.800 

77,951,170 

(20.18'.4) 
(O.~Io) 

E21.6I.l'1o) 

S 6,421.933 
:l!l:1;664 

6,632,591 

S 10,33S,.on 
327,921 

10.662.998 

S 14,9')4,748 
~800 

77,961,548 

(20.81%) 
(0·82'.41 

(2l.63'Ji) 

S 10,378 

10,378 

S 10,318 

10,378 

$ 10,378 

10,378 

(0.03%) 
1'!l:OO%l 
(0.03%) 

A""rtiaIion ofUnfunded Liability S 2,599)08 $ 4,381,570 S S6,9SI,s09 (15.07'.4) S 
1IIId."nll RetIrement 111.....1"'" 

2,781,862 S 4,57D,224 S 57.140,163 (1S.!3%) $ 111$,654 S 1A,6S4 S 188,654 (0.06%) 

Annuli Ccntribution Raquire>ncnt: 
Ccunty Portion 
Elq>1oy... Ponien 
Total 

$ 1,636,930 
1~,497 
9,221,42.7 

S 12,492,562 
2.S4!S 

IS,034,19O 

S 112,667,487 
~S,I92 

134,902,679 

(30.SI%) 
. (6.16'''l 
(36.61'.4) 

S 7,867.435 
1.m,024 
9,420,4S9 

S 12,1'U,067 
~IO,ISS 

15,233,222 

S 112,897,992 
~.719 

135,101,111 

(30.60%) 
(6.I6%l 

(36.76%) 

S 23o,SOS 
Ql,473J 
ISI9.03l 

S 230.505 
(1I,473J 
ISI9.03l 

S 230,sGS 
gl,4!!l 
199,03l 

(0.09%) 
1'!l:00%1 
(0.09%) 

Ccunty Public Sal'ety Ccntrtbution 

Attnnizotion ofUnfUnded lJability S 2,655,300 S 4,476,127 

$ 

S 

76,1S6.9C11 

59.1II,s74 (15.64%) S 

S 
ildA....S RetIrement lit....d ... 

2,843,954 S 4,664,781 S 

76,487,412 

S9)OO,l28 (IS.71%) S 188,654 $ 18B,654 

$ 230,505 

$ 188,654 (0.01%) 

Annual Ccntribution Requirement: 
County Portion 
l!rq>loyec Portion 
Total 

S 7,(f93jJZJ 

1~497 

9;m.5'D 

$ 12,581,119 
11.541,628 

1S,128,747 

S 114.827.552 
~,I92 

131,062,744 

(31.08'.4) 
(6.16%1 

(n24%) 

S 7,9230528 
1,553,024 
9,476,5S2 

12,817,624 
II.SI!!,ISS 

15,321.779 

S 1IS,oss.0S7 
:na719 

137,261,776 

(31.18%) 
(6.16%l 

(37.34%) 

S 23O,S05 
(3\,473j 
199,032 

S 23o,SOS 
Ql,4731 
199,032 

$ 23o,SOS 
QI.473l 
199,O3l 

(0.10%) 
1'!l:00'.4) 
(0.10%) 

Ccuoty Publie SafCty Ccntributlon S 76,351.464 S 16,581,969 $ 23Q,SOS 

Numbers may not add due to rounding. 

@ Gabriel Roeder Smith &: Company 



Exhibitm 

Cost Impact of DROP - Scenario 2 Retirement Rates 

V1IIuadon AI orJulrll2014 Iml!!cI-DROPSc.narlo2 a. .... e 

Total All Plans 
Actuarial Accru.d IJability 

Activ. Members 
DRSPIDROP MIIIri>.... 
T.nninllod VOItod M.ni>or. 
Rotirod M.ni>.... and Bon.ficlari.. 
Total 

Unifgnned 
MCClEO 

S 83,638,135 

83,638,135 

TOlaJ<,mue E 

162,527,~ 

3,084,308 

165,611,776 

TotalERS 

S 1,373,43,134 
99,437,744 
26,461,195 

2.4S9~7,645 
3,958,929,718 

% o(PalroU 
UniConnod 
MCClBO 

15,269,177 

85,269,177 

TotalOmu2 E 

164,158,510 

3,OI4,J08 

167,242,818 

TolalERS 

1,375,114,176 
99,437,744 
26,461,195 

~459~7,645 
3,\160,560,7flJ 

~ofPll:I'OB 

UniColIIIId 
MCCBl 

1,631,042 

1,631,042 

TobliOmue B 

1,631,042 

1,631,042 

TolalE1lS 

1,631,042 

1,631,042 

%ofPlYI'OA 

Contribution Bull Payton: 
ForNonnoi Coat 
For Amortizatlon orUnfund.d Liability 

$ 23,474,153 
25,479,199 

37,611,162 
42,951,126 

36O,W,073 
371,030,049 

23,081,741 
25,0B6,787 

$ 37,218,750 
42,558,714 

360,432,661 
377,637,637 

(392,412) 
(392,412) 

(392,412) 
(392,412) 

(392,412) 
(392,412) 

Actuarial Velue ofA.Jets 3,333,484,m 3,333,484,724 

Untilndod Actuarial Accru.d IJabi&ty 625,444,994 627,076,036 1,631,00 

Fundod l\&tio (Actuartal Value of An.ts) 84.2% aU% 0.0% 

ADDual Oro.. Nonnal Colt 
Benefit. 
&pense. of AdlDnistra.tion 
Total 

6,417,355 
204,664 

6,622,219 

10,324,699 
327,921 

10,652,620 

74,984,370 

~~BOO 
77,951,170 

(2O.7S"Ao) 
,0.82"101 

(21.60%) 

6,367,215 
204,664 

6,571,879 

10,274,3S9 
327,921 

10,602,280 

S 74,934,030 

~BOO 
77,900,830 

(20.79%) 
[0.820/·1 

(21.61%) 

(50,340) 

(50,3«1) 

(50,340) 

(50,340) 

(50,3«1) 

(50,3«1) 

(0.01%) 

,0·00%1 
(0.01%) 

Amortization ofUnfund.d LiabDity 2,599,208 S 4,381,570 56,951,509 (15.07%) 
Er:chldinl Redrellll!at Inceatiw 

$ 2,708,885 $ 4,491,247 S 57,061,186 (15.1I~) 109,677 S 100pT1 109,677 (0.04%) 

Annual Contribution Raquil"8ment: 
County Portion 
Employ•• Portion 
Total 

7,636,930 
1,584.497 
9,221,427 

12,492,562 
~541,628 

15,034,190 

112,667,487 

~S,192 
134,902,679 

(30.51%) 
(6.16%1 

(36.67%) 

S 7,722,755 
1,558,009 
9,l8O,764 

S 12,578,387 

~SI5.140 
I5,O!IJ,n7 

112,753,312 
22,2OB.704 

134,Il62,016 

(30.56%) 
,6.16%1 

(36.72%) 

$ 15,825 

~48!l 
59,337 

S 15,82.S 

~48!l 
S9,337 

85,825 
06.488) 
59,337 

(0.05%) 

(0·00%1 
(0.05%) 

County PubUo Safely Contnbution 

Am>rtlzation ofUnfU.dod LiabUity 2,655,300 $ 4,476,127 

7.6,256,907 

59,111,574 (15.64%) 

76,342,732 
IDclud!!l Rellr......t ....nlht 

2,764,978 s 4,585,804 $ 59,221,251 (15.68%) S 109,677 S 109,677 

15,125 

109,677 (0.04%) 

Annual Contributlon RIoqu ......nt 
County Portion 
Fmployaa PortIon 
Total 

$ 7,693,023 
1,584,497 
9,277,520 

12,587,119 
~541,62B 

15,128,747 

114,827,552 
~5,192 

137,062,744 

(31.08%) 
,6.16%l 

(37.24%) 

$ 7,771,848 
!,55!,009 
9,336,157 

S 12,672,944 
~515.140 

15,188,084 

114,913,377 
~208,704 

137,122,081 

(31.13%) 
16:16%l 

(37.29%) 

$ 115,125 

~4BBl 
59,337 

S 15,825 

~1!!l 
59,337 

15,m 
~4~ 
59,337 

(0.05%) 
10·OO%l 
(O.O5%) 

County Public: Safety Contribution 76,351,464 76,437,289 15,B2S 

Numbers may not add due to rounding. 

Gabriel Roeder Smith & Companyo 



Exhibit IV 

Contribution Rate Summary - Group E 

GroupE 

Valuation II of Im..ct-DROP 

Julyl,1014 Sctaarlol 


County Contribution Requirement ($) 

(!ncludes Retirement Int:eDtive1 

Unifonmd MOJB) S 7,693,023 

Total Group E 12.,587,119 

Change in Total ()oup E Contribution ftom the Valuation 

County NOnDal Cost Contribution Requirement (% ofPayroU) 

Unifbnmd MCOEO 21.46% 

Total Group E 21,57",1, 
Change in Total Group ERate from the Valuation 0.00% 

County Contribution Requirement ('Y. ofPayroll) 

(Excludes Retirement Incentive) 

Unifollll\d MCGID 31.66% 

Total Group E 31.76% 
Change io Total Group ERate from the Valuation O.l~% 

County Contribution Requirement (Of. ofPayroll) 

(!ncludes Retirement Incentive} 

Unifbnmd MCOEO 31.88% 

Total ()oup E 31.98% 
Change in Total Group BRate from the Valuation 0.00% 

Numbers may not add due to rounding. 

S 7,923,528 
12,817,624 

23O.SOS 

22.08% 
21.9S% 

0.38% 

33.23% 
32.71% 
0.9S% 

33.4S% 
32.93% 

0.95",1, 

Impact - DROP 

Seenariol 


$ 7,778.848 
12,672.944 

85,825 

21.72% 
21.73% 
0.16% 

32.520/. 
32.28% 
0.52% 

32.74% 
32.51% 
0.53% 

Q Gabriel Roeder Smith & Company 



Appendix I 

! : 

Group E Retirement Rates 

Valuation Rates Drop Scenario 1 . Drop Scenario 2 

Groul!E 


lst Elig. For Ultimate lst Elig. For Ultimate lst Elig. For Ultimate 
Age Normal Ret Rate NonnalRet Rate NonnalRet Rate 

Under 45 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 
46 15.00% 8.00% 40.00% 8.00% 15.00% 8.00% 
47 15.00% 8.00% 40.00% 8.00% 15.00% 8.00% . 
48 15.00% 8.00% 45.00% 8.00% 15.00% 8.00% 
49 15.00% 8.00% 50.00% 8.00% 15.00% 8.00% 
50 20.00% 10.00% 55.00% 10.00% 25.00% 15.00% 
51 20.00010 10.00% 65.00% 10.00% 30.00% 15.00% 
52 20.00% 18.00% 70.00% 18.00% 30.00% 23.00% 
53 20.00% 18.00% 75.00% 18.00% 35.00% 23.00% 
54 20.00% 18.00% 80.00% 18.00% 40.00% 23.00% 
55 50.00% 50.00% 100.00% 50.00% 75.00% 55.00% 
56 50.00% 50.00% 100.00% 50.00% 80.00% 55.00% 
57 50.00% 50.00% 100.00% 50.00% 85.00% 55.00% 
58 50.00% .50.00% 100.00% 50.00% 90.00% 55.00% 
59 50.00% 50.00% 100.00% 50.00% 95.00% 55.00% 
60 100.00% 100.00% 100.00% 100.00% 100.00% . 100.00% 

DROP rates apply to uniformed MCGEO employees only. 

Rates of20% are added to the retirement rates above in the fIrSt year of implementation of the DROP fur the DROP scenarios for members that have been previously eligible to retire. 


@) Gabriel Roeder Smith & Company 



Appendixll 

Data Summary 

Valullllon II ofJalI 11 2014 
NOD-Pabilc Safe~ Public Safe!:: 

Unifurmed 
Groul!A Groul2H MCOEO" Total Groue E Groul!F GroupO GRIP Total 

Total An Plans 
Active Membm 

Nu:aDer 527 m 401 626 1,190 1,130 1,263 5,S3S 
Ave:ageAge 56.7 56.8 42.0 43.5 3&1 37.5 49.5 45.7 
Ave:age Service 
Total Base PilyroR 

26.1 
$ 50.976,638 

24.6 
$ 55,866,352 

11.1 
$ 25.479,199 

12.4 
S 42,951,126 

12.9 
$ 119,215,131 S 

11.7 
80,663,980 

8.3 
$ 83,225,8.68 

14.5 
$ 402,899,096 

Contribution Basis PoyroJl: 
ForNormllCost $ 43,189,541 $ 47,460,110 $ 23,474,153 S 37,611,162 $ 82.124.133 $ 75.043,449 S 75,396.078 $ 360.825,073 
For Am:u:wation ofUnfunded Liability 38,9'i'9,842 42,994,102 25,479,199 42,951,126 89,215,131 80,663,980 83,225,868 378,030,049 

DRSPIDROP Me.ai)eJli 
Number 39 60 .99 
Total Base payron 3,740,247 5,944,122 $ 9,684.369 
TotalBenefits 2.523,134 3.626,'704 6,149.838 

Tel'lllinated Vested Meni>m 
Number 68 88 26 35 19 167 403 
Total Benefits $ 751.726 $ 740,739 $ 334,743 is 411,385 $ 121,662 S 2,360,255 

RetRd Membcm and Beneficiaries 
Number 6,143 
Total Benefits $ 5,024 $ 223,419,018 

Total MembeBhip 12,180 

'22 rut ofth. total 423 \IIIiformedMC<EO memb.... i. tnodal. provided ........ AOt aotive l1I<IIJIben as ofSuIy I, 2014.endtb.,efo,......ollol included in thiJ anaIy.... 

@) Gabriel Roeder Smith & Company 
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Gabriel Roeder Smith IX. Company 20 North Clark Street 312.456.9800 phone 
Consultants & Actuaries Suite 2400 312.456.9801 fax"GRS Chicago, IT. 60602-5111 www.gabrielroeder.com 

March 11,2015 

Ms. Linda Herman 
Executive Director 
Montgomery County Employees' Retirement System 
Rockville, Maryland 

Subject: 	 Cost Impact of DROP Proposal for Group E (Uniformed Non-MCGEO 
Only) 

Dear. Linda: 

As requested, we have measured the cost impact to the Montgomery County Employees' 
Retirement System (ERS) of the following proposal to change benefit provisions for current 
active Uniformed Non-MCGEO Group E employees. 

• 	 Implement a DROP with an interest crediting rate based on actual investment 

performance of a self-directed DROP account . 


The proposed effective date ofthis change is July 1,2015, and the change would only affect 
members that are active as of that date. 

The main provisions of the DROP would be the same as the current DRSP for Group F members 
and include: 

• 	 Members may enter the DROP once minimum age and service requirements have been 
met for normal retirement 

(, 	 Age 55 with 15 years of credited service or age 46 with 25 years ofcredited . 
service 

• 	 The following amounts are accumulated in the DROP account and are credited actual 
investment returns during participation in DROP: 

o 	 The accrued benefit frozen at time of DROP 
• 	 The DROP account does not collect COLAs granted during the DROP 

period 
• 	 The maximum DROP period is equal to three years. 

o 	 Employees may opt out ofDROP annually at their anniversary of entering DROP 
• 	 Upon exit from DROP, the member receives: 

o 	 The monthly benefit amount equal to the frozen accrued benefit at time ofDROP 
plus the COLA increases granted during the DROP period, plus 

o 	 Distribution of the DROP account 

http:www.gabrielroeder.com


Ms. Linda Herman 
Montgomery County Employees' Retirement System 
Page 2 	 ­

The illustrated cost impacts are shown in Exhibits I - IV: 
• 	 Exhibit I - Summary ofDROP Scenarios 
• 	 Exhibit IT - Implement DROP. Scenario 1Retirement Rates 
• 	 Exhibit ill - Implement DROP, Scenario 2 Retirement Rates 
• 	 Exhibit N - Group E Contribution Rate Summary 

The analysis includes the following assumptions and methods: 
• 	 Members will enter the DROP earlier than when they are currently assumed to retire 

under the current provisions. Two alternative sets ofDROP/retirement rates were used in 
the analysis and are shown in Appendix I. These rates assume that members will exit 
DROP and commence normal retirement later than currently assumed. 

• 	 70% DROP participation rate, which is the same assumption currently used for Group F 
and GroupG. 

• 	 Members will participate in the DROP for the maximum period of time (three years 
under the proposal) and extend their careers on average by exiting DROP approximately 
1.0 year or 1.5 years later than under the current provisions with no DROP. 

• 	 ,The other assumptions and methods as used and disclosed in the actuarial valuation as of 
July 1,2014. 

The data is summarized in Appendix IT. We have assumed that all active uniformed Non­
MCGEO members ofGroup E would be affected by the change (if they meet the eligibility 
conditions) . 

. Summary of Results 
Implementing a DROP for Group E uniformed Non-MCGEO members is expected to increase 
the actuarial liabilities and the County contribution rates ofthe System based on the assumptions 
used. Theprojected dollar contribution requirements ofthe System are expected to increase 
under the Scenario 1 retirement rates and decrease slightly under the Scenario 2 retirement rates 
because the increase in the contribution rate more than offsets the decrease in the non-DROP 
payroll in Scenario 1. but the increase iIi the contribution rate is more than offset by the decrease 
in the non-DROP payroll in Scenario 2. The combination of the change in the projected non­
DROP payroll and the change in the contribution rate determines the projected change in the 
contribution dollar amount. The cost of the DROP is significantly affected by how member 
retirement behavior changes as a result of implementing the DROP. If members commence 
retirement benefits sooner (by the benefit amount being deposited into the DROP account), costs 
are typically expected to increase. 

Exhibit I contains a summary ofthe key results for the two DROP scenarios included in this 
analysis and the results if 100% ofmembers entered DROP or retired at flfSt eligibility for 
retirement. The 100% scenario was provided in order to give a high-end estimate on what the 
additional cost might be. 

Gabriel Roeder Smith &. Company 
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Ms. Linda Herman 

Montgomery County Employees' Retirement System 

Page 3 


The following table summarizes the increase in costs of implementing a DROP for the indicated 
groups: 

Increase in first year costs 

(Soup and Scenario Funding 1 Accounting 2 

Uniformed Non-Maro - Scenario 1 Rates $ 23,174 $ 1,335,619 
Uniformed Non-Maro - Scenario 2 Rates (1,150) 989,728 

1 Increase in first year County contribution (total cost amortired over 20 years). 

2 Increase in GASB 68 pension expense (total cost immediately recognized). 

Below is a summary ofthe key results for the two DROP scenarios included in this analysis and 
the results if 100% ofmembers entered DROP or retired at fIrst eligibility for retirement The 
100% scenario was provided in order to give a high-end estimate on what the additional cost 
might be. 

1000/. 
DROPlRetiremem at 

Thiformed NOIl-MCGB> BaseliDe DROP·Scenario 1 DROP Sc:eDario 1 First FIigilJility 
Active Actuarial Accrued Liability $ 28,158,832 $ 29,494,451 $ 29,148,560 $ 32,376,204 
County Contnbution Req~nt $ 1,104,316 1,127,490 1,103,167 1,144,561 
County Contribution Requinmlmt % 29.86% 34.58"10 33.03% 48.81% 
(Includes Retirement Incentive) 
Average Age at RetirenJlntJDROP 54.5 53.4 53.9 51.7 
Average Age at RetirenJlnt* 54.5 55.5 56.0 53.8 
NurmerofRetirementIDROP First Ye8l' 6 11 10 21 

TotalERS 
Funded Ratio (Actuarial Value ofAssets ) 84.20"10 84.17% 84.18% 84.11% 

•Assumes 70% 0 f members retire 3 years after entering DROP. 

The following provision ofthe DROP is cost neutral based on the current actuarial assumptions 
when a member remains in the DROP compared to retiring: 

• 	 Interest crediting equal to actual investment performance ofa member-directed DROP 
account because the member bears the investment risk 

The following provision of the DROP decreases costs when a member remains in the DROP 
compared to retiring: . . 

• 	 COLAs are not payable during the DROP period 

Additional implications of implementing a DROP: 

• 	 A lower payroll base on which both County and member contributions are made as a 
result ofan increase in total members participating in the DROP at a given time. (The 
total active member payroll which includes DROP and non-DROP members would be 
expected to remain the same, but the total non-DROP payroll would be expected to be 
lower.) 

o 	 This means that the portion ofthe contribution rate to amortize the unfunded 
liability may be higher, but the contribution as a dollar amount to amortize the 
unfunded liability may not be substantially different 

Gabriel Roeder Smith &, Company 



Ms. Linda Herman 
Montgomery County Employees' Retirement System 
Page 4 

Future actuarial measurements may differ significantly from the current measurements presented 
in this cost analysis; due to such factors as the following: plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or demographic 
assumptions; and changes in plan provisions; contribution amounts or applicable law. . 

Ifany of the provisions, underlying data or assumptions used in this analysis appear to be 
incorrect or unreasonable; please let us know as soon as possible so we can update the analysis. 

The signing actuaries are independent ofthe plan sponsor. 

Lance Weiss and Amy Williams are members ofthe American Academy ofActuaries (MAAA) 
and meet the Qualification Standards of the American Academy ofActuaries to render the 
actuarial opinion herein. 

Please let us know if you have any questions or would like to discuss the results of this analysis 
further. 

Sincerely. 

~~~--
Lance J. weis6.~., F.e.A., MA.A.A. Amy Williams. A.SA.• M.AA.A. 
Senior Consultant Consultant 

cc: 	 Mr. Ryan Gundersen, Gabriel, Roeder. Smith, and Company 
Mr. Neil Nguyen, Gabriel, Roeder, Smith and Company 

Gabriel Roeder Smith & Company 
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Exhibit I 

Cost Impact of DROP - Summary of Scenarios 

100% 
'C 

DROPlRetirement 
UniformedNon-MCGED Only Baseline DROP Scenario 1 Impact'" DROP Scenario:Z Jm(llct** atFirstmiglhility Impu:t** 

Actuarial ACCI:Ued liability S 28,158,832 S 29,494,451.$ 1,335.619.$ 29.148,560.$ 989,128.$ 32,376,f04.$ 4,217,372 
Net Normal Cost 887,284 786.948 (100,336) . 791.803 (95.481) 538,876 (348,408) 
AmOrtization ofUnfunded liability 447,109 536,921 89,812 513,662 66,553 730,701 283,592 
County Contribution Requirement 1,104,316 1,127,490 23,174 1,103,167 (1,ISO) 1,144,561 40,245 
Average Age at RetirementIDROP 54.5 53.4 -1.1 53.9 -0.6 51.7 -2.7 
Average Age at Retirement' 54.5 55.5 1.0 56.0 1.5 53.8 -0.7 
NuIl'ber ofRetirementIDROP First Year 6 11 5 10 4 21 15 
(Includes Retirement Incentive) 

GroupE 
Actuarial ACCl:Ued liability .$ 165,611,776 .$ 166,947,395 .$ 1,335,619 .$ 166,601,504 .$ 989,128 .$ 169,829,148 .$ 4,217,372 
County Contribution RequireI1'le1lt .$ 12,587,119 12,610,293 23,174 12,585,969 (1,150) 12,627.364 40,245 
County Contribution Requirement % 31.98% 32.42"10 0.44% 32.30% 0.32"10 33.30% 1.32% 
(Includes Retirement Incentive) 

TotalERS 
Actuarial Accrued liability .$ 3,958,929,718 .$ 3,960,265,337 S 1,335,619 S 3,959,919,446 S 989,128 .$ 3,963,147,090 .$ 4,217,372 
Funded Ratio (Actuarial Value ofAssets) 84.20% 84.17% -0.03% 84.18% ·-0.02"10 84.11% -0.09% 

•Assumes 70% ofmlmlbets retire 3 years after entering DROP. 

•• The change in the actuarial accrued liability and the net normal cost is the change in the GASB 68 pension expense accounting cost. The change in the ColDlty contribution requirement is the change in the rust 
year rundlng cost (total costs are amortil.ed over 20 years). 

... . , . 

Gabriel Roeder Smith Be; Company 
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Exhibitn 

Cost Impact of DROP - Scenario 1 Retirement Rates 

ValulIIlOIIIII ofJulZl,2014 !!!I!!!!;t •DROP Sun...lo 1 OUIIORe 

To!aI All f!aps 
ActUarial Accrued Llabllity 

AGtive Membora 
DRSPIOROP Me_ 
T..mnaied Vested Memb ... 
Retired Memb.. and Bonc:6olaries 
Total 

Unilbnned 
Non-MCOE'O 

S 28,158,1132 

28,158,1132 

totalGmu2 B 

S 161,527,468 

3,084)08 

165,611,776 

TolIl !!!lS 

S 1,373,483,134 
99,437,744 
26,461,195 

~4S9,S47,645 
3,958.929,718 

%of!:!IroU 
Unilbrmed 

Non-Ma:BJ 

S 29,41>4,451 

29,494,451 

TotalGmu2E 

S 163,863,0117 

3,084,308 

166.947,395 

Total !!!lS 

S 1,374,818,753 
99,437,744 
26,461,195 

;!,459,S47,64S 
3,960,265,337 

% ofPalroll 
Unilblllled 

Non-MOlI!O 

S 1,335,619 

----1,335,6'19 

Total Clnrue B 

S 1,335,619 

1,335,619 

total!!!lS 

S 1,335,619 

1,335,619 

%ofl'llY",U 

Contnbution l!ulo Payroll: 
For Normal Colt 
For AIuorlialion ofUnfllnded lJability 

S 3,381,053 
4,290,2110 

S 37,611,162 
42,951.126 

S 36O,rlS,073 
378,0:10,049 

S 2,889,2llO 
3,798,427 

S 37,119,309 
42,459,273 

S 36O,ll3,220 
377,538,11lIS 

S (491,853) 
(491,853) 

S (491,&!53) 
(491,853) 

S (491,&!53) 
(491.8$)) 

Actllariel Value ofAlloll 3,333,484,724 3,333,484.724 

Unfunded Actuorial A=-! Llability 625,444,994 626,780,613 1,335,619 

Funded Rl.tio (Actuorial Value ofA..oII) B4.l% 84.2% O.1m 

Annual Oro..Normal Coat 
BonGIi 
Eiopen... ofAdminio_ion 
Total 

S 857,1106 
29,418 

887,284 

1Q,324,6!'J9 
3l7~1 

10,652,620 

S 74.984,370 
;!,1lIS§.800 

77,951,170 

(20.78%) 
{!!'SZ%l 

!;lIJiO%) 

S 757,470 
29,!18 

786,948 

S 10,224,363 
327,921 

10,552,284 

S 74,884..034 

~800 
77,aso.lI34 

(20.79%) 
(O·82%l 

(U6IYo) 

S (100,336) 

(100)36) 

S (100,336) 

(100,336) 

S (100)36) 

(100,336) 

(0.01%) 

(Q·0C'''1
(0.01%) 

~n ofUnlUnded Liability S 437.664 S 4,381,$70 56,951,$09 (15.07%) S 
l!lIdudly Rellrem.ent liI.uli.. 

527.476 S 4,471,382 S 57,041,321 (IS.ll%) S 89,812 S 89,811 S 89,812 (0.04%) 

AMUa! Contribution Rooquiremeal: 
County Portion 
Employee Portion 
Total 

$ 1,fl5l4,871 
130,077 

' 1,324,948 

S 12,492,56:2 
~S4I,62S 

15,034,ISlO 

$ 112,667,487 
~S,I92 

134,902,679 

(3O.SI%) 
{6.16%} 

(36.67%) 

S 1,1111,045 
11lIS.;!79 

1,314,424 

12,S1S,7.l6 
2.SG7.930 

IS,Q2],66iS 

S 112,690,661 
22,201,494 

134,892,US 

(30.56%) 

(6.16%~ 
(36.12%) 

$ 23,174 

Q~ 
(10,.524) 

S 23,174 

Q1~ 
(lo,5l4) 

S 23,174 
Q3,~ 
(IO,524) 

(0.05%) 

lo.OC'''l 
(O.OS"") 

County Public Safety Contribution 

A.nmIzation ofUnlUndod Liability S 447,109 S 4,476,127 

S 7~ 

59,111,$74 (15.64%) S 

S 76,280,081 
IIIcludlllll RedrS_1 Jncenli.. 

536,!!21 S 4,$65,l139 $ S9,20I,386 (15.68%) S 89,812 S 89,812 

$ 23,174 

S 89,812 (0.04%) 

Annual Contribution llequinmenl: 
County Portion 
Enl>loy... Poltion 
Total 

S 1,104,316 

l!!1.077 
1,334,393 

S 12,587,119 
?,S41,62S 

IS,1l8,747 

S 114,127.552 
~23S.I92 

137,061,744 

(31.08%) 
{6.16''') 

(37.l4%) 

S 1,127,490 , S 
11l1S.:!79 

1,323,870 

12,610,293 

~072:!!! 
1S,118,223 

S l14,8so.726 
Y1,494 

137,052,220 

01.13%) 
{6.16%} 

(37.29%) 

S 23,174 
Q3,698j 
(1Q,524) 

S 23,174 
Q1698l 
(10,524) 

S 23,174 

!E~ 
(10,524) 

(0.05%) 

~'OC'''l 
(0,05%) 

County Public Sdoty Contribution S 76,351,464 S 76,374,638 $ 23,174 

Numbers may not add due to rounding. 

@ Gahriel Roeder Smith & Company 



Exhibit In 

Cost Impact of DROP - Scenario 2 Retirement Rates 

Vdu.don .. 01' July I, 3014 1Iftoact· DROP Se.......1 OlDllf 

ToW AU Plans 
Actuarial ACClUed LIability 

Active Memb..... 
DRSl'IDROP Memb.... 
T~ VeltU M.rnbers 
Retired Membon and Boaoficiarieo 
Total 

Unifunned 
Non-MCOEO 

$ 28,1511,832 

28,158,832 

Total Oro_I! Jl. 

$ 11S2,527,468 

3,084,;lOS 

165,611,776 

TotalERS 

$ 1,373,483,134 
99,437,744 
26,461,195 

~459,547,645 

3.9Sl1,929,71' 

%of~mll 

Uni1Qn!1lld 
Non-MCOEO 

$ 2!1,149,SOO 

2!1,149,SOO 

IotaIOro!!l! E 

$ 163,517,196 

3,O84,301l 

166,601,»1 

TOlalERS 

$ 1,374,4'12,.l!Q 
119,437,744 
26,461,1" 

b4S9S71'!5,5 
3,9:5!1,919.446 

%ofl'aX"'U 
Unilillln.d 

Non-MCOEO 

$ 919,728 

989,728 

Total OroUl! B 

$ 919,728 

919,72.8 

Totall1!1l3 

$ 919,728 

989,728 

%ofl'almU 

Contribution Basis Paymn: 
ForNomlOl Co.t 
For Amortlmtion "fUnfunded Liability 

$ 3,381,053 
4)!lO,2l!O 

$ 37,611,162 
42,951.126 

S 360,825,073 
378,!l3O,O49 

S 2,975,340 
3,884,.567 

S 37,lO5,449 
42,S4S,41l 

$ 360,419,360 
317,624)36 

S (4OS,7lJ) 
(405,713) 

(4OS,713) 
(>405,713) 

S (>405,713) 
(405,713) 

AGtuarial ValueofAllet5 3)33,414,724 3,333,414,724 

'lJllNnded Actullrial Accrued Liability 625,444;994 626,434,722 989,728 

Funded Ratio (Al'IUariai Value ofAsoela) 84,2% 84.2% O,(M 

Annual Oro.. Nom1I1 Colt 
Ben.1ila 
&pon... ofAdminisbullon 
Tola! 

S 857,8t\S 
29,478 

887,284 

S 10,324,699 
327,921 

10.652,620 

S 74,5184,370 
~966,800 

77,951,170 

(20,711%) 
(1),82%) , 

(21.6OVo) 

S 762,315 
29,478 

791,803 

10,229,21' 
327,921 

10,557,139 

74,888,889 
l!,966,800 

77,855,689 

(20.711%) 
(O,82%l 

(21.6OVo) 

(95,411) 

(95,411) 

(95,4&1) 

(95,411) 

S (95,411) 

(95,411) 

(O.OO'~) 

(0.00%) 
(0,00'4) 

An»rtlDtion ofUnfbllded Liability 437,664 S 4,381,570 S S6."I,S09 (15,!)7%) 
l!KIutlnl[ Rall"""'"t Joe••I1"" 

$ 504,217 S 4,448,123 S 57,018,062 (15.1(M) S 66,SSJ S 66,S5J 156,553 (0.03%) 

Annual Contribution lI"'Iuin>ment: 
County Portion 
IlIq;Iloyoe Portion 
Totol 

S 1,094,871 
230,077 

1,324,948 

$ 12,492,562 
~I,628 

15,0J4,19O 

112,667,487 
~5,192 

134,9Q2,679 

(30.51%) 
(6.16%} 

(16.67%) 

S 1,093,721 
202.299 

1,296,020 

S 12,491,412 
~IJ.8S0 

Is,oos,262 

S 112,666.J37 
22.207.414 

134,873,751 

(30.54%) 
(6.l6%l 

(36.70%) 

$ (I,ISO) 
GZ.77B} 
(28,928) 

S (I,ISO) 
~,:1m 
(28,928) 

S (I,ISO) 
G7.mJ 
(28,928) 

(O.\ll%) 
!,!!·ot'IKl 
(o.\ll%) 

County Public Safaly Contribution 

Am:,,:tization ofU.fbnded LIability S 447,109 4,4711,127 

76,2S6!1111 

59,111,574 (15.64%) S 

76,25S,757 
lDeI.cla!! ~lInmetlt rac..1Iw 

SIJ,662 S 4,S42,QO S 59,178,127 (IS.67%) $ 156,553 $ 66,553 

S 

S 

(I,ISO) 

I56,S53 (0.03%) 

AnllualContribuoon lI"'Iuirelmnt: 
County Pullion 
IlIq;Iloyoel'ortioa 
Total 

S 1,104,J16 
~077 

1,JJ4,J9J 

S 12,S87,119 
~1.628 

15,128,747 

$ !l4,1l27,552 
~~192 

137,o1S2,744 

(Ji.C11I%) 
(6.16%1 

(37.24%) 

$ 1,11ll,167 
202.299 

1,305,_ 

S 12,S8S.S69 
~lJ.8S0 

15,099,819 

$ 114,826,402 
22.207.414 

137,033,816 

(31.11%) 
(6.16"41 

(37.27%) 

S (1,ISO) 

GZ.:1m 
(2II,SllI) 

$ (I,ISO) 

~.zm 
(28,928) 

S (I,ISO) 
GZ,778l 
('l8,928) 

(0.03%) 
!!!,00'4l 
(0.03%) 

County Public Se!i!ty Contribution 

Numbers may not add due to rounding. 

76,351,464 S 76)50)14 (I,ISO) 

Gabriel Roeder Smith &; Company 
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Exhibit IV 

Contribution Rate Summary - Group E 

GroupE 

Valuation as of ImpId-DROP 

July 1, 2014 Scenario 1 


County Contribution Re quire me nt ($) 
(Includes Retirement Incentive) 

UnttolIllCQ Non-MCGEO $ 1,104,316 

Total Group E 12,587,119 

Otange in Total Group EContribution from the Valuation 

County Nonnal Cost Contribution Requirement (% ofPayroll) 

UnifollllCd Non-MCGEO 19.44% 

Total Group E 21.57% 

(bange in Total Group ERate from the Valuation O.OO"A> 

County Contribution Requirement (% ofPayroll) 

(Excludes Retirement Incentive). 

UnifolIllCd Non-MCGEO 29.64% 

Total Group E 31.76% 

Olange in Total Clroup ERatc from the Valuation 0.00% 


County Contribution Requirement (% ofPayroll) 

(Includes Retirement Incentive) 

Uniformed Non-MCOEO 29.86% 

Total Group E 31.98% 

Change in Total ~up ERate from the Valuation 0.00"10 


Numbers may not add due to rounding. 

$ 1,127,490 
12,610,293 

23,174 

20.44% 
21.67% 
0.11% 

34.33% 
32.20% 
0.44% 

34.58% 
32.42% 
0.44% 

JmpICt - DROP 

Scenario 2 


$ 1,103,167 
12,585,969 

(1,ISO) 

19.81% 
21.62% 
0.05% 

3279% 
32.08% 
0.32% 

33.03% 
32.30"10 
0.32% 

@) Gabriel Roeder Smith & Company 



Appendix I 

Group E Retirement Rates 

Valuation Rates Drop Scenario 1 Drop Scenario 2 

GrouJ!E 


lst EJig. For Ultimate 1st Elig. For Ultimate lst Elig. For Ultimate 
Age NonnalRet Rate NonnalRet Rate NonnalRet Rate 

Under 45 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 
46 15.00% 8.00% 40.00% 8.00% 15.00% 8.00% 
47 15.00% 8.00% 40.00% 8.00% 15.00% 8.00% 
48 15.00% 8.00% 45.00% 8.00% 15.00% 8.00% 
49 15.00% 8.00% 50.00% 8.00% 15.00% 8.00% 
50 20.00% 10.00% 55.00% 10.00% 25.00% 15.00% 
51 20.00% 10.00% 65.00% 10.00% 30.00% 15.00% 
52 20.00% 18.00% 70.00% 18.00% 30.00% 23.00% 
53 20.00% 18.00% 75.00% 18.00% 35.00% 23.00% 
54 20.00% 18.00% 80.00% 18.00% 40.00% 23.00% 
55 50.00% 50.00% 100.00% 50.00% 75.0Q% 55.00% 
56 50.00% 50.00% 100.00% 50.00% 80.00% 55.00% 
57 50.00% 50.00% 100.00% 50.00% 85.00% 55.00% 
58 50.00% 50.00% 100.00% 50.00% 90.00% 55.00% 
59 50.00% 50.00% 100.00% 50.00% 95.00% 55.00% 
60 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

DROP rates apply to uniformed Non- MCGEO employees only. 

Rates of20% are added to the retirement rates above in the first year of implementation of the DROP for the DROP scenarios for members that have been previously eligible to retire. 


Gabriel Roeder Smith & Company 
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Appendix II 

Data Summary 

Valuatioo as orJullll2014 
Non·Publi~ Safe!! Publi~ Safe!l 

UnifollllCd 
Oroul! A Oroul!H Non-MCGEO Total Oroul! B Oroul!F Oroul!G GRIP Total 

TotalAllPlans 
Active Membelli 

Number m 799 43 626 1.190 1.130 1,263 5,535 
Average Age 56.7 56.8 49.4 43.5 38.1 ·37.5 49.5 45.7 
Average Service ']fj.7 24.6 23.1 12.4 129 11.7 8.3 14.5 
Total Base Payroll $ 50.976.638 $ 55.866.352 $ 4,290,2&l $ 42,951.126 $ 89,215.131 $ 80.663,980 $ 83,225.868 $ 402,899.096 
Contribution Basis Payroll: 

For Nonna1 Cost $ 43.189,541 $ 47.460.110 $ 3.381.053 $ 37.611.162 $ 82,124.733 $ 75.043.449 $ 75,396.078 $ 360.825.073 
For Amortization ofUnfunded Liability 38.979,842 42,994.102 4,290,280 42,951.126 89,215.131 80,663,980 83.225.868 378.030.049 

DRSPIDROP Membelli 
Number 39 60 99 
Tota! Base Payroll 3.740,247 5,944.122 $ 9.684,369 
Total Benefits 2,523,134 3,626.704 6,149,838 

Terminated Vested Membelli 
Number 68 88 26 35 19 167 403 
Total Benefits $ 751,7']fj $ 740,739 $ 334,743 $ 411,385 $ 121,662 $ 2,360,255 

RJltired Members and Beneficiaries 
Number I 6,143 
Total Benefits $ 5,024 $ 223,419,018 

TOIa! Membership 12,180 

@ Gabriel Roeder Smith & Company 
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Gabriel Roeder Smith &: Company 20 North Clark Street 312.456.9800 phone 
Consultants & Actuarjes Suite 1400 312.456.9801 fax GRS ChiC'OlgO. n. 60602·5111 www.gabrielroedcr.com 

February 3,2015 

Ms. Linda Hennan 
Executive Director 
Montgomery County Employees' Retirement System 
Rockville, Maryland 

Subject: 	 Cost Impact of Offering Annuities to RSP Members that Transfer their 

Account Balances to the ERS ' 


Dear Linda: 

As requested, we have detennined the cost impact to the Montgomery County Employees' 
Retirement System (ERS) of the proposal to offer an annuity to RSP participants who transfer 
their balance to the ERS. The annuity factors to be used to convert the RSP account balance 
would be the same annuity factors that are currently used for the Guaranteed Retirement Income 
Plan (GRIP) participants. 

Under the proposal, the ERS undertakes the investment and longevity risk. If future investment 
return is lower than the interest rates used in the GRIP annuity factors or the member lives longer 
than the life expectancy based on the mortality table used in the GRIP annuity factors, there is a 
cost to the ERS. On the other hand, if future investment return is higher than the interest rates 

, used in the GRIP annuity factors or the member dies sooner than the life expectancy based on the 
mortality table used in the GRIP annuity factors, there is a gain to the ERS. 

Exhibit I contains a benefit illustration showing (1) the annual benefit that would be provided to 
an RSP member who elects to annuitize his or her account balance based on the GRIP annuity 
factors for the 2014 plan year and (2) the present value of benefits (liability to the ERS) of the 
annual benefit based on the mortality assumption used in the actuarial valuation as of July 1, 
2014, ofthe ERS and varying levels of future investment return. 

Under almost all scenarios in Exhibit I, there would be a gain to the ERS by allowing RSP 
participants to transfer their balances and annuitize. The interest rates used in the GRIP factors 
are based on the PPA segmented high-quality corporate~bond yield curve for April 20 14 (1.24% 
for the first five years, 4.13% for the next 15 years, and 5.15% for 20+ years after date of 
retirement). The average interest rate used in the annuity factors is under 4.50% (and is 
approximately 4.38% for a 55 year old) which is significantly lower than the 7.50% rate the ERS 
plan ,assets are assumed to earn. 

http:www.gabrielroedcr.com


Ms. Linda Hennan 
Montgomery County Employees' Retirement System 
Page 2 

In addition, the life expectancy based on the mortality rates used in the actuarial valuation is 
different than the mortality rates used to develop the GRIP annuity factors. 

Life Expectancy 

Age at Retirement 55 60 65 70 

Male ValuationMortality 28.94 24.32 19.94 15.89 

Female Valuation Mortality 30.40 25.81 21.49 17.51 

Annuity Factor Mortality 29.03 24.44 20.12 16.16 

The mortality assumption used in the actuarial valuatiori as ofJuly 1, 2014, is the RP2000 
Mortality Table, sex-distinct, projected to the year 2030 for healthy mortality. The mortality 
assumption used for the GRIP factors is based on the PPA 2014 applicable mortality table 
prescribed in IRS Notice 2013-49. 

GRS is currently perfonning an experience study to review the assumptions used in the actuarial 
valuation, including the assumed rate of investment return and mortality rates. Under a revised 
assumption set, we expect that providing annuities to RSP participants through the ERS would 
still generate gains under most future investment return scenarios. 

Future actuarial measurements may differ significantly frOIl). the current measurements presented 
in this cost analysis, due to such factors as the following: plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or demographic 
assumptions; and changes in plan provisions, contribution amounts or applicable law. 

Ifany of the provisions, underlying data or assumptions used in this analysis appear to be 
incorrect or unreasonable, please let us know as soon as possible so we can update the analysis. 

The signing actuaries are mdependent ofthe plan sponsor. 

Lance.Weiss and Amy Williams are members ofthe American Academy ofActuaries (MAAA) 
and meet the Qualification Standards ofthe American Academy ofActuaries to render the 
actuarial opinion herein. 

Please let us know ifyou have any questions, would like to discuss the results of this analysis 
further, or would like to see any further analysis. 

Amy Williams, A.S.A., M.A.A.A. 
Consultant 

cc: Mr. Ryan Gundersen, Gabriel, Roeder, Smith, and Company 
Mr. Neil Nguyen, Gabriel, Roeder, Smith and Company 

L:\c332:LMontgomeryCounty\2015\Impact8tatemcnls\l5Janwuy5\AnnuitizeRSP\MCGEO_ProposalUpdate.docx 

Gabriel Roeder Smith &: Company 
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ExbibitI 

Benefit lllustrations ofAnnuitizing RSP Balances Based on GRIP Annuity Factors 

Montgomery County Employees' Retirement System 
Guaranteed Retirement lDcome Plan (GRIP) 
Single Ufe Annuity Factors for Distributions in the 2014 Plan Year 

Mortality: PPA2014 applicable mortality table prescribed in IRS Notice 2013-49 

Interest rate: PPA segmented bigtr.quality corporate~bondyield curve for April 2014 

1.24% for the fust 5 years 

4.13% for the next 15 years 

5.15% for payments 20+ years following employment termination 

Example 1 Example 2 Example 3 Example 4 
Age at Retirement 55 60 65 70 
Gender Female Male Female Male 
Date ofRetirement 7/112014 7/112014 7/112014 711/2014 
Contribution Balance $300,000.00 $300,000.00 $300,000.00 $300,000.00 
GRIP Annuity Factor 0.062550 0.068237 0.076186 0.087468 
Annual Benefit $18,765.00 $20,471.10 $22,855.80 $26,240.40 

, 
Present Value ofBeriefits 


Based on Annual Investment Return of: 


4.50% $302,012.75 $293,010.58 $300,952.47 $285,124.95 

5.50% $269,933.60 $265,907.48 $274,966.73 $265,166.21 

6.50% $243,334.47 $242,840.69 $252,649.94 $247,528.16 

7.50% $221,059.90 $223,067.66 $233,356.27 $231;871.45 

8.50% $202,231.88 $206,001.80 $216,570.67 $217,914.29 

9.50% $186,176.84 $191,176.48 $201,879.55 $205,421.57 

Gabrid Roeder Smith lie Company 

® 




ala Fiscal Impact Statement Review 	 April 20, 2015 

EXPEDITED BILL 20-15, DEFERRED RETIREMENT OPTION PLAN-AMENDMENTS - RETIREMENT SAVINGS PLAN­

ANNUITY - GUARANTEED RETIREMENT INCOME PLAN-ELECTION 

Expedited Bill 20-15 would implement three changes to County Government employee retirement 
benefits as included in a collective bargaining agreement with the Municipal and County Government 
Employees Organization (MCGEO). The bill includes provisions to: 

1. 	 Establish the Guaranteed Retirement Income Plan (GRIP) as the default retirement option for 
new employees; 

2. 	 Provide an annuity option for employees who participate in the Retirement Savings Plan (RSP); and 

3. 	 Provide a deferred retirement option plan (DROP) for sworn deputy sheriffs and uniformed 
correctional officers. 

This OLO review focuses on County costs associated with the proposed new DROP program. 

Summary of Fiscal Impact Statement 

The Executive's fiscal impact statement identifies both one-time and recurring costs resulting from the 
collective bargaining agreement with MCGEO. 

One-Time Costs: The Executive estimates total one-time costs associated with implementation of the 
bill at $70,000. The following one-time costs would be incurred during late FY15 or early FY16: 

• 	 GRIP - $10,000 to update the payroll system to reflect GRIP as the default retirement plan for 
hew hires. 

• 	 RSP Annuity - $10,000 to program the penSion administration system software to implement the 
RSP annuity offering. 

• 	 DROP - $30,000 to establish the DROP with Fidelity Investments; $10,000 to update the payroll 
system; and $10,000 for pension administration system software changes. 

Recurring Costs: The Executive's fiscal impact statement assigns no recurring costs to the GRIP default 
and the RSP annuity provisions of t'he bill. Regarding the DROP provision, the Executive estimates: 

• 	 No change to the County's required FY16 contribution to the Employees' Retirement System 
(ERS) pension fund. 

• 	 An annual increase in the County's ERS contribution ranging between $85,000 and $254,000 for 
FY17 a nd beyond. Over the six-year period from FY16 through FY21, the fiscal impact statement 
assumes the DROP provision would increase the County's required pension contributions by 
$0.49 to $1.34 million.1 

A copy of the Executive's Fiscal Impact Statement is attached to this review. 

1 The Executive recommends offering the DROP benefit to both MCGEO and non-MCGEO employees; the pension 
contribution amounts above reflect the combined cost for both groups of employees. 

OLOFFICE OF LEGISLATIVE OVERSIGHT 



EXPEDITED BILL 20-15, DEFERRED RETIREMENT OPTION PLAN-AMENDMENTS - RETIREMENT SAVINGS PLAN­

ANNUITY - GUARANTEED RETIREMENT INCOME PLAN-ELECTION 

Actuarial Basis for Executive's Estimates 

The Executive enlisted the services of an actuarial consulting firm, Gabriel, Roeder, Smith & Co. (GRS), to 
calculate the future year fiscal impact of the proposed new DROP program for sworn deputy sheriffs and 
uniformed correctional officers. GRS found that the calculation of future cost is dependent on 
assumptions about how the DROP affects when employees choose to retire. The cost of the DROP is 
inversely related to the amount of time an employee extends his/her career as a result of the DROP. In 
other words, the longer an employee stays with the County, the lower the cost of the DROP benefit. 
Conversely, costs to the County rise if the DROP does not encourage employees to significantly prolong 
their careers. 

GRS developed cost calculations for two alternative scenarios. The first scenario assumes that the 
presence of the DROP would induce employees to extend their careers by an average of 1.0 year. Under 
this assumption, GRS calculated that the DROP would require the County to increase its annual penSion 
contribution by about $254,000 per year. The Executive's fiscal impact statement uses this amount as 
the high end of the estimated recurring annual cost of the DROP. 

The second scenario prepared by GRS assumes that the DROP would induce employees to extend their 
careers by an average of 1.6 years. This scenario results in lower cost to the County as it assumes that 
employees would remain with the County longer than assumed in the first scenario. GRS calculated 
that a DROP program that extends careers by 1.6 years would increase the County's annual pension 
contribution by about $85,000. The Executive's fiscal impact statement uses this amount as the low end 
of the estimated recurring annual cost of the DROP. 

ala Comments on Cost of the DROP Proposal 

Council Staff asked the Council's actuarial consultant, Bolton Partners, to assess the GRS analysis and to 
clarify issues related to the bargained DROP proposal and DROP programs in general. OlO's comments 
below were informed by the responses provided by Bolton Partners. A copy of the Bolton Partners 
letter is attached to this review. 

1. 	 The future cost ofthe DROP is difficult to project and can vary significantly given relatively small 
changes in employee behavior. 

The actuaries agree that the actual cost of the proposed DROP is a function of how the benefit affects 
employee behavior. Costs fluctuate greatly dependent on the assumed retirement age of employees 
who participate in the DROP. This cost sensitivity is evident in the GRS analysis. GRS calculated that the 
DROP would increase the County's annual pension contribution by $85,000 if employees extend their 
careers by 1.6 years on average; however, the annual penSion contribution jumps to $254,000 under the 
assumption that the DROP would prolong the average career by 1.0 year. Note that a difference of just 
0.6 year (seven months) in the assumed average retirement age produces a three-fold Variation in the 
estimated annual contribution. These data clearly indicate a significant degree of cost uncertainty and 
volatility inherent in the DROP proposal. 

Moreover, while the GRS assumptions about employee behavior appear reasonable, the actual impact 
of the DROP program on employee behavior is unknown and difficult to predict. The County's 
experience with DROP benefits for Police and Firefighters may not provide sufficient evidence to 
confidently predict the future behavior of sheriff deputies and correctional officers. As noted by Bolton 
Partners, DROP programs are much less common for sheriff deputies and correctional officers than for 
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EXPEDITED BILL 20-15, DEFERRED RETIREMENT OPTION PLAN-AMENDMENTS - RETIREMENT SAVINGS PLAN­
ANNUITY - GUARANTEED RETIREMENT INCOME PLAN-ELECTION 

police or fire personnel. In addition, the demographic make-up of sworn deputy sheriffs and uniformed 
correctional officers differs from that of other public safety departments. For example, the average age 
at hire for deputy sheriffs and uniformed correctional officers is 31, six years older than for County 
Police Officers. Bolton Partners further suggests that, under certain circumstances, the DROP may 
prompt employees to retire earlier than they would have absent the DROP. These considerations add 
further uncertainty to the DROP cost estimates. 

2. 	 The County would incur costs in FY16 resulting from the DROP but payment of these costs would 
be deferred to future years. 

The Executive's fiscal impact statement indicates that (other than the one-time costs listed above) the 
creation of a DROP program for deputy sheriffs and uniformed correctional officers would have no cost 
in FY16. This statement is accurate solely because the next actuarial valuation for the ERS is scheduled 
for next fa", and so, the increases in the County's annual pension fund contribution resulting from the 
DROP would first be budgeted in FY17. Indeed, the County would incur costs from the DROP in FY16. 
However as a result of the timing of the actuarial adjustment, the costs incurred in FY16 would be 
deferred to future years. 

3. 	 The Executive's actuarial advisor determined that the immediate full cost of the DROP proposal is 
between $2.6 and $4.1 million. 

The Executive's fiscal impact statement places the cost of implementing the DROP at between $85,000 
and $254,000 annually beginning in FY17 and continuing for 20 years. This range of costs, in essence, 
represents the 20-year repayment schedule for costs that the County would incur immediately upon 
approval of the DROP. As such, the six-year estimate included in the Executive's fiscal impact statement 
presents only a partial indication of the full cost of the DROP. 

New accounting standards now require public sector pension funds to immediately recognize pension 
expenses.2 GRS, the Executive's actuarial advisor, calculated the full cost of the County's DROP liability 
as would be recorded on the pension fund balance sheet beginning in FY16. GRS estimated that the 
County would immediately recognize a cost of between $2.6 and $4.1 million (using the same 
assumptions about employee retirement age described above).3 The above range represents the 
amount the County would have to contribute to the pension fund in FY16 to fully cover the new liability 
incurred by the DROP. 

SUMMARY OF OlO REVIEW 

OlO finds that the GRS used reasonable assumptions to estimate the cost of the proposed DROP. 
Nonetheless, given the lack of experience data specific to the cohort that would receive the benefit 
as well as the high cost sensitivity associated with small changes in employee behavior, OlO 
concludes that the actual future cost of the DROP could fall outside of the range calculated by GRS. 

Further, OlO suggests that the Council take into account the immediate full cost of the DROP when 
considering whether to approve this new benefit. 

OlO Staff Contact: Aron Trombka 

2 Government Accounting Standards Board Statement #68. 

3 As the DROP would benefit an employee group currently consisting of 444 members, the GRS immediate cost 

estimate represents a cost to the County of between $5,900 and $9,300 per employee. 
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OFFICES OF THE COUNTY EXECUTIVE 
Isiah Leggett TImothy L. Firestine 

County Executive Chief Administrative Officer 

MEMORANDUM 

April 22, 2015 

TO: 	 George Leventhal, Council President 
Nancy Navarro, Chair, Government Operations Committee 

FROM: 	 Timothy L. Firestine, Chief Administrative Officer -7#1l,fi,l L. r;p.:J'-f~ 

SUBJECT: 	 Expedited Bill 20-15, Deferred Retirement Option Plan-Amendments ­
Retirement Savings Plan-Annuity - Guaranteed Retirement Income Plan-Election 

The Government Operations Committee is scheduled to consider Expedited Bill 
20-1S·at its meeting on Thursday, Apri122, 2015. The Bill includes a provision to establish a 
Deferred Retirement Option Plan (DROP) for sworn deputy sheriffs and uniformed correction 
officers. It is not our intention to allow a director of the Department ofCorrection and 
Rehabilitation to enter the DROP after he or she is appointed to the position ofdirector. We 
therefore would propose and support an amendment to clarify that a director may not make 
application to participate in the DROP after the director's appointment. Thank you for your 
consideration of this amendment. 

101 Monroe Street· Rockville, Maryland 20850 

240-777-2500 • 240-777-2544 TIY • 24()...777-2518 FAX 


www.montgomerycountymd.gov 


240-773-3556 TTY montgomerycountymd.gov/311 ® 

http:www.montgomerycountymd.gov


Memorandum . 
To: Steve Farber 

From: Tom Lowman & Kevin Bjnder 

Date: April 8, 2015 

Re: Group E DROP Proposal 

1bis memo has been prepared f,?r the County Council to address questions about a proposed 
pension DROP for certain County employees. Bolton Partners, Inc. is not responsible for the 
consequences of any other use or the reliance on this document by any other party. 

Pension DROP qnestions 

We understand that certain members of Group E want to add a three year fOlWard DROP 
provision to their retirement benefit The covered group included 401 MCGEO members and 
43 Uniform Non-MCGEO members (out of 626 total active Group E mem.bers). We have 
reviewed the two March 11,2015 letters from the plan actuary (GRS) on this topic. 

One way to look at what DROP does is to at look how the present value of the benefit grows 
with and without a DROP. The present values on the following graph are at the peak value 
retirement age which is wi.tY the non-DROP values fall after that age. . 

1,200,000 


1,000,000 
 ,
" 800,000 

Qj 
::s 600,000'iii 
> --- Non DROP 

400,000 --DROP 

200,000 
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Age 

1bis graph shows that adding a DROP preserves the value of a benefit that would generally be 
lost if long service members continue to work beyond their Normal Retirement Age. 
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The bottom line is that the cost dep<mds on how DROP impacts behavior (i.e. when employees 
retire). 'The impact on behavior is unknown. If DROP does encourage longer careers as 
assumed by GRS: (1) the pension cost will likely be as GRS showed. (2) payroll cost will 
increase, (3) health benefit cost will decline, and (4) there will be some value in terms of 
succession planning. If it ends up that DROP results in members retiring sooner, pension cost 
will be hi~er and factors (2) and (3) will move in the opposite direction. 

1. Do you concur lVith the findings and conclusions of the GRS fiscal impact analysis? 

While we cannot verify the results without doing an expensive replication valuation, the 
analysis seems reasonable given (1) the GASB type of cost allocation methodology used and (2) 
the baseline assumptions. However, there are alternatives to each of these. Our resPonse to this 
question 1 focuses on the methodology used. The issue of the baseline assumptions (i.e. 'when 
people are assumed to retire) is covered under our response to the second question. 

, . 

Methodology: DROP's are difficult benefits to value and there is no' one right way to value 
them. 1here'is no one acceptable method to use and no one knows how the benefit chmlge will 
impact when people retire1

• GRS noted that under their methodology, they assume Normal Cost 
ends when a meinber joins DROP. This is the method adopted by GASB for accounting 
purposes and. is genemlly a conservative way to value DROP benefits but not the only way. 
The Conference of Consulting Actuaries White P~ says that this GASB method is 
acceptable for funding but the Level Cost Allocation Model Practice is different and preferred. 
Under the Model Practice, "Nonn.al Cost is allocated over service that continues until the 

. member is no longer working.", The limitation of the GASB model is that it has higher Normal 
Cost pre DROP and three zero Normal Cost yearS vs. without DROP there is a Normal Cost 
either for the member or their replacement. .We would' have preferred that added disclosure of 
cost (savings) under the less conservative model be shown to measure the impact of adding a 
DROP even if it is funded under the GASB model. We think: the non-GASB method is a better 
way to measure cost. 

There is one Qther small point about methodology we would like to nlake. While the focus is on 
the increase in the dollar cost, there is also an issue about how to ~lay the cost as a 
percentage ofpayrolL GASB requires this cost to be shown as a % of total payroll including the 
payroll for those in DROP. While contribution collection systems might be tied to a percentage 
ofthe non-DROP active payroll, the true burden is better shown using the DROP payrolL 

1 ems looli;M at 1hc cqst ofDROP using two difli:nmt sets ofmti:rr:ment IlSSI:IIIlplicl 1luIt is a good pI1ICIice. Hl:rwever. the 
IelircIIIcm IISSUIIIp!iaIls are DOt the cm1y key :fiIctm since the iimdiog methodology is elsa important. 

~http://www.ccacIllIIries.~-ppe.White-PBp=:-on-PubIic-P=ion-Ftmdiog-PoIicy.pclf 

http://www.ccacIllIIries.~-ppe.White-PBp=:-on-PubIic-P=ion-Ftmdiog-PoIicy.pclf


2. The GRS analysis includes a "high-end" estimate that shows the cost of the DROP 
assuming an employees participated and all retired at first eligibility. How likely or 
unlikely is this scenario relative to the other two scenarios presented in tIie GRS analysis? 

We would like to start by noting how the age at hire of this group (Group E) differs from a. 
group like. Police (Group F). The average age at hire (31) is higher than for Police (25). In 
adPitiOI4 Police tend to be hired within a narrower band of ages in their 20's while Group E is 
much more likely to hire members in their 30's,and 40's. This means when looking at who 
retires under 1he two retirement age rules [(1) 25 years and age 46 or (2) age 55 with 15 years] 
the Group E members are much more split between these two age rules. 'J1lose eligible at age 
55 are assumed to have an average retirement age of less than 56. Those who are eligible at age 
50 have an average retirement age of 53.4 using the valuation assumptions and (if DROP is 
added) exiting DROP at age 54.7. However, the 2010 Experience Study shews that they may 
already be working to an average age of 55. One of our concerns is that some might join DROP 
at age 50 and be forCed to retire at age 53 (two yearS sooner than the current average). For this 
reason it is difficult to know ifadding a DROP will get employees to work longer. While the 
GRS pension cost might be conServative. there could be an HR impact if the DROP ends up 
causing members to leave employment sooner since they will be unable to further postpone 
retirement once they entered DROP. 

Getting back to your question, this "high end" scenario would seem unlikely. As noted above, 
when we reviewed the 20I0 experience study it showed that members were retiring much later 
than was assumed in valuations before or after the 2010 study. This implies that cost estimates 
are already, conservative. We certainly unde~d that for the 2010 study (1) there was limited 
data credi¥>ility due to the small sample size. (2) the,economy pre-2010 was unusual, (3) the 
~_sumptions were conservative and (4) GRS gave some deference to the prior assumption. We 
understand that the experience from 2009-2014 also shows a delayed'retirement for Group E 
members compared to the current assumptions. 

Our concern is not that the cost of the system with DROP could be higher than shown. Our 
concern is simply that the impact of DROP could be different than shown. 

From an HR perspective, one common justification for adding a DROP is to encourage 
employees to worle longer. However, once a member joins DROP they must retire after three 
years. GRS indicated that even ifthey revised the baseline assumptions they still would expect 
to follow the same methodology (increase retirement rates under the DROP scenario to reflect 
that members are expected to enter DROP earlier than they would have otherwise retired and 
work longer). However, when plan experience shows members working longer after becoming 
eligI.ole for Normal Retirement, the more likely it is that they might elect DROP early enough 
that they might end up retiring sooner. 

3. Are there other scenarios or assumptions that would lead you to a different 
conclusion? 

It is likely that using a model that ends Normal Cost when a member exits' DROP would result 
in a lower cost for DROP. It is also possible that there would be contribution savings if the 
Normal Cost ended when a member exits DROP. 



4. GRS' Scenarios 1 and 2 assume that the DROP would induce eIl!ployees to retire 
1.0 and 1.6 years (respectively) later than in the absence of a DROP program. 

a. How does the assumption of delayed retirem~nt affect County salary and FICA 
rosu Cm that extending the employment of veteran employees disrupu the natural 
cycle ofyounger, less costly employees replacing older, more costly employees)? 

For the non pension cost of DROP. items to consider include (1) job types electing DROP. (2) 
payroll cost, (3) health benefit cost, and (4) other costs including training cost. This question is 
. about payroll cost. 

Regarding payroll cost, looking just at the difference in salary between DROP participants 
versus non DROP active employees. there is about a $13,000 difference in average annual 
payroll. If adding a DROP does result in employees working longer and if we assume that 
ultimately 5 employees/year are .still working who otherwise would be retired and would have 
been replaced, the cost is $13.000 x 5 = $65,000 plus FICA. However. as noted above, it is not 
clear that adding a DROP will actually result in employees working longer. 

DROP can have a benefit of haVing a "scheduled" retirement date which allows better planning 
for training ofreplacements. 

b •. How does the assumption of delayed retirement affect the County's contribution to 
employee/retiree health insurance cosu (as during extended employment period, the 
County would contribute only for the DROP participant's health ,premium instead of 
contnDutingfor both the retiree's and the replacement employee's premiums)? 
.' . 

;r:r we assume that DROP extends employment, the net health insurance cost to the .County is 
lower when a participant is in DROP (versus if the participant retired and wa,s repl~ by a 
younger participant).' ~ is because the County's uiJder age 65 OPEB benefits cost are not 
that much lower than for active employees. Ifwe assume there are five employees in DROP 
who would otherwise be retired, the cost might be $3,000 to $4.000/year. . 

5. Would the DROP result in .any other non-pension impacts? 

The biggest impact is in the area of public relations. Generally DROPs come with negative 
public relations impact because of the large lump sums. However. the plan already has DROPs 
for Police and Fire members. . 

Regarding job types electing DROP. we expect the participants who are hired at younger ages 
have a higher likelihood of joining the DROP. The preference of long service employees is 
consistent with the economics of DROP since additional annuity accruals add less value'than 
the DROP lump .sum after some service cross over point. Also participants with higher salary at 
retirement may have a higher likelihood of joining the DROP. This has an impact on 
promotional opportunities.and other HR issues. 

There is a savings in training cost to· the County because for every participant who remains in 
DROP, the County does not have to train a new recruit. It is difficult to quantify this training 
cost .savings but we expect it is largest for public safety with long formal training programs than 
for Corrections which we understand to have different training needs. . 



6. The County Executive's fiscal impact statement shows that creation of a Group E 
DROP program would have no effect on the Fiscal Year 2016 operating budget. Could this 
be a function of the timing for the next actuarial evaluation? Ifso, is it correct to assume 
that the County wonId incur costs iIi Fiscal Year 2016 but that the payment of these costs 
would be deferred to future years? 

Yes. NonnaIly the valUation:following the change would be when this would show up. The 
means the July 1, 2015 valuation and FY17 contribution. It still is possible to make an 
adj~ent to the FY16 contribution. 

For. accounting purposes the change needs to show up on the Measurement Date1 following the 
change. If the GASB68 Measurement Date for FY15 is 6/30115 that means that it would be 
reflected this year. However, if the. Measurement Date is 6130/14 for FY15, it would not show 
up until FY16. 

7. How common nationwide are DROPs for these Sheriff and Corrections 
employee groups compared to Fire and Police employees? How common are DROPs for 
non-public safety employees? 

DROPs are less common for Corrections employees.. . 

In the Maryland State pl~ Corrections employees (members of"CORSj do not have a DROP 
feature. Members of the State Police plan and local.police and fire (LEOPS) have a DROP 
feature. 

Many Maryland County plans do not have a DROP for Corrections employees but do have a 
DROP for police and·fire. Baltimore County might be the only one t;hat offers a DROP for all 
employees including Correctional officers and non-public safety. employees (although DROP is 
not available to any new hires). . 

It is difficult to collect ~onwide IDformation and Sheriffs have an added difficulty. In some 
places like Charles County the Sheriff's. office does the policing (there is no separate police 
department). Charles County Sheriffs have a DROP. In Anne Arundel and Howard counties 
the~ are both police and sheriffs. In both of these counties the police have a DROP and 
Sheriffs do not 

We are not aware of any national DROP studies. The National Conference on Public Employee 
Retirement Systems (NCPERS) conducted a study of retirement systems in November 2014 that 
looked at cUrrent practices but was not specific to DROPs. Two comments were made about 
DROPs. One was in the section on actions taken to reduce liabilities and was that DROP 
interest credits were reduced (which has happened in Anne Arundel County). The o'lher 
comment was in the section on innovation and was about giving web access to D~OP activity. 

1 The 1mm Mi:asurememDate.is a GASB tI::!:m. It:rei'l:rs 1:0 the dam lIS ofwtich assets IIIlIi IiabiIiI:ies are VII1ucd. Far FY1S 
:fiDlmcial sIlIfl::mtm1s 1bis does DOl: have 1:0 be lIS of6!3Q/1S. It could be lIS early lIS 6J3OIl4. 



DROPs tend to be more common in some states than in others. Florida, Louisiana and 
Maryland have many plans with DROP. The only difference is that in Florida and Louisiana 
there are more than a few non-public safety groups ~ have DROPs. 

8. Is there a pattern nationwide for DROPs -.are they becoming more or less common and 
why? . 

This is mixed. However. wi1hin the past six months many Marylaitd Counties have been 
negotiating over new or expanded DROP benefits. This is likely due to the improvements in 
pension funding levels over the last five years due to good pension fund investment returns. On 
the other hand, Baltimore County does not offer DROP to any employees hired after June 30, 
2007. . 

We asked it. national labor union benefits staffer if~e trend is that the number ofplans adding 
.DROPs is increasing or declining. His response was there is a mix: (1) Some have stopped it 
for new hires, (2) some have stopped it for :future retirees, (3) some have asked. for it as a few 
plans get close to lOUro funded and (4) some have asked for it to cover groups not previously 
covered by DROP (e.g. police had it and Corrections want it). He said he is getting more 

. requests for information on adding a DROP which is different than a few years ago when there 
was pressure on DROP plans. His suspicion was that worker retentio~ especially for police, is 
a factor in the renewed interest among plan sponsors. However, we think this is mostly driven 
by labor. . 



.. GINO RENNe PREstoENT 

l1li YvEm OJFflE Seo,eTARY-TRUSUI\ER 

.. Nl:LYIN RANsOME REcoRDER 
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April 17, 2015 

George Leventhal 

Montgomery County Council 

Council Office Building 

100 Maryland Ave, Stll floor 


Rockville, MD 20850 


Dear President, 

In light of the recent controversy surrounding the former MCFS Fire Chief and the MCFS DROP 

Plan. I submit this clarification regarding proposed legislation before the County Council to 

amend the County Code, Chapter 33, Article III to provide for a DROP Plan for sworn Deputy 

Sheriffs and uniformed Correctional Officers. Both Deputy Sheriffs and Correctional Officers are 

represented by UFCW Local 1994. During the recent contract negotiations the union and the 

County Executive reached an agreement to seek the introduction of such legislation to the 


County Council. If adopted, the DROP Plan as negotiated will be incorporated into the parties 

collective bargaining agreement effective July 1, 2015. 


For the purpose of establishing for the record, Local 1994's position regarding a critical aspect 
of the DROP plan. Any Local 1994 member who is eligible to participate in said plan is expected 
to STOP working for the County and begin receiving pension benefits immediately upon 
termination of their participation in the plan. 

Furthermore, on behalf of our Deputy Sheriffs and Correctional Officers, your support and the 

support of the full Council for this legislation is greatly appreciated. 


Respectfully, 

~,o 
Gino Renne 
President, UFCW local 1994 
IVP, UFCW International 

cc: 	 Members; Montgomery County Council 

Isiah Leggett, County Executive 

Shawn Stokes, Director OHR 
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