


































 

 

 

MCREA Comments on Recommendations in OLO Report 2025-14 

 January 28, 2026 

 

To be attached to MCREA Testimony Document submitted on January 27, 2026 

 

OLO issued Report 2025-14, Retirement Benefit Trust Fund Governance in 

Montgomery County, on November 18, 2025.  See OLOReport2025-14.pdf .  

The report contains extensive and valuable information.  Two important points 

should be made at the outset: 

1. There is no clear definition of the problem that Bill 28-24 is supposed to address.  The 

investment boards have not performed well over the last three years, but their basic 

structure and governance are sound, with long-term results in the top10% of their peers 

nationwide.  Two sayings come to mind: “If it ain’t broke, don’t fix it.”  And “Don’t mess 

with success.” 

2. The report was released shortly before the MOUs between the boards and the CAO 

were signed on December 3, 2025.  These detailed MOUs provide true collaboration not 

only on setting actuarial assumptions but on hiring and overseeing the executive 

director.  They provide the best path forward for the retirement system and should be 

strongly supported. 

The report makes six recommendations, A-F.  See pages 68-75.   
 
A.  Amend Section 33-60 of the County Code to clarify that the BIT’s responsibilities 
include trust fund asset management and investment but do not include any other 
retirement system administrative functions.  MCREA supports this recommendation. 
 
B.  Amend Section 33-159 of the County Code to enumerate the specific 
responsibilities of the CAO in administering the CRHBT.  MCREA supports this 
recommendation.   
 
C.  Retain the current practice of assigning the CAO with the responsibility to select 
the retirement benefit actuary.  MCREA supports Option 1, which retains current practice. 
 
D.  Amend the County Code to shift responsibility for determining most actuarial 
assumptions from the CAO to the BIT.  MCREA opposes this shift and supports Option 1, 
which retains current practice. 
 
These assumptions are now carefully reviewed jointly by Finance, OMB, OHR, and MCERP 
staff before the CAO is involved. This process of shared responsibility works well and has 



 

 

been strengthened by the MOUs signed on December 3, 2025 by the board chairs and the 
CAO. 
The boards do not have the expertise to set actuarial assumptions on their own.  
These include demographic assumptions such as mortality, rates of termination, 
disability, deaths, retirement, and amortization methods. Economic assumptions 
including cost-of-living increases, increases in the social security wage base, expenses, 
and salary increases, are also set by the CAO. For the OPEB plan there are many more 
assumptions for health care benefits, including rate of growth in real income, excess 
medical growth, expected health share of GDP, and health share of GDP resistance 
point. 
 
OLO itself says: "Nonetheless, OLO sees a potential advantage in the CAO retaining 
authority over select assumptions such as future year employee salary increases."  The 
shared responsibility model avoids this confusion.  Moreover, trustees who are in the 
defined benefit plan would face a conflict of interest and violate County law if they 
support actuarial changes that would improve their own benefits.   
 
E. Amend the County Code to assign responsibility for hiring the MCERP Executive 
Director after the CAO oversees the recruitment process, vets applicants’ 
qualifications, and provides a short-list of qualified candidates to the BIT.  MCREA 
opposes this change and supports Option 1, which retains current practice.  
 
Here too the shared responsibility model embedded in the MOUs is more realistic.  The 
boards meet only four times a year and lack the expertise to hire and oversee the executive 
director on their own.  The MOUs require true collaboration between the boards and the 
CAO on all aspects of hiring, compensating, and overseeing the executive director. This 
approach is now being effectively implemented in the recruitment of a new executive 
director.  
 
F.  Assess whether the current size and composition of the BIT and CRHBT foster 
sound and healthy stewardship of the retirement and retiree health benefit trusts.  
MCREA supports careful consideration of Option 2, which proposes restructuring the BIT 
and the CRHBT.   
 
The OLO report says on pages 73-75: "To the extent Councilmembers feel confident that 
the current board structures work well and can be expected to remain functional in the 
future, then there may be no reason to restructure the BIT and CRHBT. However, should 
Councilmembers believe that the current structure of the boards hampers their ability to 
function properly, then OLO would recommend amending the County Code to create 
smaller-sized boards, each with a majority of subject matter experts." 
 
OLO adds: "One possible configuration for a restructured BIT would reduce the size 
of the board to nine voting members: six subject matter expert trustees, one trustee 
representing labor, one trustee representing retirees, and one trustee representing 
the County Government. An 11-member CRHBT could include all BIT members plus 



 

 

two additional trustees, one representing MCPS and one representing Montgomery 
College.” 
 
MCREA believes that the Council should seriously consider some kind of 
restructuring for future action.  The boards (13 members on the BIT and 19 on the 
CRHBT) are now unwieldy.  They also lack balance.   
Restructuring options should be the subject of further discussion.  Issues to be 
addressed include the optimal number of trustees, the optimal mix of subject matter 
(investment) experts and stakeholders, and the optimal composition of stakeholders.  
These issues need to be addressed for both the BIT and the CRHBT.  Over time, the 
right kind of restructuring could restore balance to the boards and revive their ability 
to achieve top-tier investment results.   
 
The investment boards entrust more than $8 billion in retirement assets to 
investment managers, lawyers, and consultants.  The strong internal controls and 
guardrails of the current shared responsibility model are essential to ensure the 
integrity of the boards’ decisions and the financial security of retirees.  The right kind 
of restructuring the boards could protect and strengthen those controls and 
guardrails  
 


