MFP COMMITTEE #1

May 8, 2009
MEMORANDUM
May 6, 2009
TO: Management and Fiscal Policy Committee
FROM: Stephen B. Farber, Council Staff Directorm

SUBJECT:  Action — Compensation and Benefits for All Agencies

This memo proposes Committee recommendations for the Council worksession on
compensation and benefits scheduled for May 13. For ease of reference, the packet from the
April 20 Committee briefing has been reprinted to accompany this packet.

These recommendations assume that the State Board of Education will approve the
County’s request for a $79.5 million waiver from the State’s Maintenance of Effort
requirement for MCPS. If the Board does not approve the waiver request, these and other
recommendations for the FY10 operating budget may no longer be fiscally workable.

1. FY10 Pay Changes (see pages 1-6 of the April 20 packet)

The Committee reviewed the FY10 budget context and compensation overview on pages
1-4 of the April 20 packet. The Committee also reviewed the information on pay changes in the
region on pages 4-6, including the agency pay increase requests outlined on page 6. The
County’s approach in this difficult year has been to fund service increments (step
increases) — for which about two-thirds of employees overall are eligible — but not General
Wage Adjustments (COLAs). The table on page 6, reprinted on ©1 of this packet,
summarizes the pay issues before the Committee. Recommendations:'

e For County Government, support funding for the FY10 increments requested for
represented and non-represented employees.

e Approve the proposed FY10 salary schedules listed on ©25-31 of the April 20 packet.
These schedules are (in order) for Non-Represented Employees (General Salary
Schedule), Management Leadership Service, Medical Doctors, Seasonal Workers,
MCGEO, Sheriff Management, Deputy Sheriffs, Fire/Rescue Management, IAFF, Police
Management, FOP, Correctional Management, and Correctional Officers.

" On May 4 the Council reviewed the FY10 budgets for M-NCPPC and WSSC, including Committee members’
views on compensation, in preparation for the bi-county meeting with the Prince George’s County Council on May 7.



e For M-NCPPC, support funding for the FY10 increments requested for represented and
non-represented employees, including funding within the budget for pay changes still to
be determined. With regard to the projected 3.75 percent COLA for Park Police in FY10,
reduce the M-NCPPC budget by $212,600, the cost of the COLA, and leave to the
Commission the decision as to where this reduction should be taken.

e For Montgomery College, support funding for the FY10 increments requested for
represented and non-represented employees, including funding within the budget for pay
changes still to be determined.

e For MCPS, support funding for the FY10 increments requested for represented and
non-represented employees.

e For WSSC, support funding for the FYI10 increments and comparable increases
requested for represented and non-represented employees, as outlined on ©86 of the April
20 packet.

2. FY10 Retirement Program (see pages 8-10 of the April 20 packet)

The Committee reviewed a range of issues concerning the County Government
retirement program, including the actuarially determined County contribution to the defined
benefit Employees’ Retirement System (ERS) and the amount for the defined contribution
Retirement Savings Plan (RSP). The Committee also reviewed the budgets of the County’s three
retirement plans: the Deferred Compensation Plan, the ERS, and the RSP. Recommendations:

e Approve the recommended FY10 County contribution of $115.0 million for the ERS
and $20.1 miltion for the RSP’

e Approve the FY 10 budgets of the three retirement plans on ©24 of the April 20 packet.

3. FY10 County Government Compensation-Related NDAs (see pages 10-11 of the April
20 packet)

The Committee reviewed seven Non-Departmental Accounts, as outlined on ©44-46 of
the April 20 packet. Recommendations:

e Approve the first three NDAs, which reflect annual County obligations: Judges’
Retirement Contribution ($3,740), State Positions Supplement ($100,940), and State
Retirement Contribution ($981,480).

? RSP participants must indicate by June 1 whether they will transfer to the new Guaranteed Retirement Income Plan
(GRIP) effective July 1. Since the GRIP, a cash balance plan that guarantees an annual return of 7.25 percent, is part
of the ERS, the County’s contribution for RSP members who transfer to the GRIP will go instead to the ERS.
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e Approve the Group Insurance for Retirees NDA ($26,039,330), consistent with the
recommendations below on group insurance.

e Approve the Compensation and Employee Benefits Adjustment NDA ($1,335,890),
including the component parts listed on ©47 of the April 20 packet, with one exception:
for employees in the Management Leadership Service who are not at maximum salary,
make the 1 or 2 percent performance-based lump sum awards, which the Executive
recommends, additions to base pay instead. OMB estimates the additional cost in FY10
(for the incremental retirement and life insurance cost) at $43,97O.3

e Do not approve the Retiree Health Benefits Trust NDA ($16,391,930 for the General
Fund). This approach is consistent with the Executive’s recommended April 20 budget
adjustments, which dealt with final State aid reductions from the General Assembly.

e Do not approve the Productivity Enhancements and Personnel Cost Savings NDA
(-$1,011,260), which represents OMB’s estimate of FY10 savings from the proposed
2009 Retirement Incentive Program. The Executive’s April 20 budget adjustments raised
the estimated savings by $1,241,170 to a total of $2,252,430. The Executive now prefers
to display estimated RIP savings in department budgets; see Mr. Beach’s memo on ©2-3.
The threshold question is whether the Committee wishes to recommend approval of
the 2009 RIP in the first place. The Committee will address this question later in
this worksession when it returns to Expedited Bill 10-09.

4. FY10 Group Insurance (see pages 11-14 of the April 20 packet)

The Committee received an update on its extensive work on the group insurance issues
outlined on pages 11-14 of the April 20 packet. Recommendations:

e Support the agency group insurance funding requests for both active employees and
retirees, as outlined on page 13 of the April 20 packet.

e For County Government, approve the recommended expenditures of the Employee
Health Benefits Self Insurance Fund ($173,300,820), as outlined on ©54-55 of the
April 20 packet. These expenditures also appear in the budget of the Office of Human
Resources, as shown on page 33-4 of the Executive’s FY10 recommended budget.

3 While all other County employees who are not at maximum salary are eligible for annual 3.5 percent service
increments (step increases added to base salary), employees in the MLS are not. Instead, they are eligible for
performance-based pay increases of up to 6 percent. (MLS employees at maximum salary are eligible for
performance-based lump sum awards of up to 4 percent.) In FY09 performance-based pay increases for all MLS
employees were limited to 1 or 2 percent lump sum awards. The Executive recommends this approach again for
FY10. The FY09 change had an especially large impact on employees not at maximum salary. Retaining this
change in FY10 would compound this impact for these employees: they would again be eligible only for
performance-based lump sum awards of 1 or 2 percent, while non-MLS employees would receive 3.5 percent service
increments (additions to base salary) in both years. Making the Executive’s recommended | or 2 percent lump sum
awards additions to base pay instead would mitigate this disparity.



e With regard to retiree health insurance pre-funding (OPEB), approve the
Executive’s recommended April 20 budget adjustments. These adjustments eliminate the
tax-supported OPEB contributions for County Government, Montgomery College, and
M-NCPPC, and reduce the MCPS contribution to $12.0 million.* Starting this summer,
resume the Committee’s review of ways to address the mismatch between available
resources and the OPEB pre-funding schedule, which reflects agencies’ promises to their
employees.

e Starting this summer, resume the Committee’s review of high-deductible and
consumer-driven health plans as another option for agencies to consider. Also review
ways to end the disparity in cost and coverage between the County Government’s Select
Plan, which applies only to non-represented employees hired starting October 1, 1994,
and the Choice Plan, which applies to all other employees.

5. Other Compensation Issues (see pages 14-16 of the April 20 packet)
The Committee discussed the personnel management reviews and similar reports
prepared by the agencies. The Committee also reviewed funding requests for the agencies’

employee awards and tuition assistance programs. Recommendation:

e Approve the requests outlined on page 15 of the April 20 packet.

f:\farber\10compensation\mfp recommendations 5-8-09.doc

* In 2007 the Council approved a five-year phase-in schedule for the agencies’ pre-funding for OPEB. In 2008,
because of budget pressures, the Council approved an eight-year schedule instead. The FY09 cost for all agencies,
$40.6 million, was scheduled to rise to $66.3 million in FY10. In his March 16 FY10 budget the Executive
recommended, again because of budget pressures, that FY10 OPEB pre-funding be limited to the FY09 amount,
$40.6 million. In his April 20 budget adjustments, which addressed the revenue gap created by final FY 10 State aid
reductions, the Executive recommended that FY 10 OPEB pre-funding be eliminated altogether except for $12.0
million for MCPS. This $12.0 million is clearly far less than the $66.3 million total for all agencies called for by the
eight-year schedule and even less than the $109.8 million called for by the five-year schedule.
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SUMMARY OF FY10 AGENCY PAY INCREASE REQUESTS
Increments and General Wage Adjustments (% Increase)

Agency Increments General Wage
For Eligible Employees Adjustments
| County Government
| MCGEO units 3.5 0
_FOP 3.5 0
IAFF 3.5 0
Non-represented 3.5 0
M-NCPPC
MCGEO units TBD’ TBD
Non-represented TBD TBD
FOP 3.5 3.75°
\ Montgomery College
Faculty $2,372° 0
Administration TBD TBD
Staff (non-bargaining) 3.0° 0
Staff (AFSCME) 3.0 0 J
MCPS
. MCEA 1.5-3.9 0
MCAASP 3.0 0
SEIU Local 500 1.9-5.5 0
MCBOA’ 3.0 0
WSSC 3.0° 0

For further details see the tables on ©59-64 of the April 20 packet.

! Additional adjustments for pay differentials and longevity increases.

? The Executive recommended 0. The union filed a prohibited practice charge, which was dismissed.

? Bargaining is not yet complete. Another factor is the Councils’ bi-county meeting on May 7.

* Amount included for FY10 in the FY09-11 contract.

° Base pay increase on October 23, 2009 for those not at top of scale. Also lump sum payment of $500 to $1,000
depending on salary level.

¢ Plus lump sum payment of $500 for those at top of scale. Also applies to AFSCME.

" In FY08 the Board of Education approved the formation of a fourth bargaining unit, Montgomery County Business
and Operations Administrators.

% The contract with AFSCME is being negotiated. WSSC salaries are affected by merit increases and/or flexible
worker pay, plus IT bonus pay. See ©86 of the April 20 packet for further details.



OFFICE OF MANAGEMENT AND BUDGET

Isiah Leggett Joseph F. Beach

Lrval
County Executive Director

MEMORANDUM
May 5, 2009
TO: Stephen B. Farber, Council Staff Director
FROM: Joseph F. Beach, r

SUBJECT:  Allocation of Retirethent Incentive Program Savings

Attached please find an allocation of the anticipated savings from the proposed
2009 Retirement Incentive Program (RIP) from the Productivity and Personnel Cost Savings
Non-departmental Account (NDA) to County Government Departments. This allocation is
necessary due to advice recently received from the County Attormey’s Office that a negative
appropriation is not consistent with the County’s Charter. This allocation by department on the
attachment was made based on a pro-rata share of the number of employees eligible for the RIP
in departments with greater than or equal to 75 full and part-time positions. We recommend that
language be included in the FY10 County Government budget resolution to authorize the Office
of Management and Budget to transfer appropriation between departments, as necessary, to
reconcile the anticipated savings by department (as on the attached) with the actual savings by
department after RIP selections have been made.

Attachment

cc: Kathleen Boucher, Assistant Chief Administrative Officer
Joseph Adler, Director, Office of Human Resources
Wes Girling, Office of Human Resources
Alex Espinosa, Office of Management and Budget
Lori O’Brien, Office of Management and Budget
Department Heads and Office Directors
Administrative Services Coordinators and Functioning Equivalents
OMB Staff '

Office of the Director @

101 Monroe Street, 14th Floor » Rockville, Maryland 20850 * 240-777-2800
www.montgomerycountymd.gov



Department 7 'Fund

From

NDA - Productivity Enhancements and Personnel Cost Savings :General Fund
1

Correction and Rehabilitation }General Fund
Finance ‘General Fund
Fire and Rescue Service Fire

‘General Fund
‘General Fund
‘General Fund
‘General Fund

General Services

Health and Human Services
Housing and Community Affairs
Human Resources

Police ‘General Fund
Public Libraries ‘General Fund
Recreation Recreation

Sheriff ‘General Fund
Technology Services iGeneral Fund
Transportation i General Fund

DOT-Transit Services ‘Mass Transit

Amount

$2,252,430

($241,600)
($64,850)
($36,030)

($126,760)

($674,490)
($68,180)
($24,820)

($120,410)

($223,470)
($91,190)
($88.,520)
($75,670)

($238,100)

($178,340)

€)




MFP COMMITTEE #1
April 20, 2009

Please retain this packet for upcoming Committee and Council worksessions.

MEMORANDUM

April 16, 2009

TO: Management and Fiscal Policy Committee
FROM: Stephen B. Farber, Council Staff Direclol"gii

SUBJECT:  Compensation and Benefits for All Agencies

This worksession on compensation and benefits for all agencies in the FY10 operating
budget is to review issues in five separate areas: (1) recommended pay changes in the region and
the County, (2) retirement, (3) County Government compensation-related Non-Departmental
Accounts (NDAs), (4) group insurance, and (5) other compensation issues.

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

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

At this worksession the Committee will review the full range of compensation issues.
On May 8 the Committee will meet to make recommendations to the Council.

BUDGET CONTEXT AND COMPENSATION OVERVIEW

The national recession that started in December 2007 has widened and deepened. Real
gross domestic product fell 6.3 percent in the fourth quarter of 2008 and has continued to fall
sharply this year. The national unemployment rate in March — 8.5 percent, the highest in a
quarter century — is widely expected to exceed 10 percent later this year. A broader measure of
unemployment, which includes discouraged and underemployed workers, is now 15.6 percent.

' To see the appendix, go to www.montgomerycountymd.gov/council, click on Packets & Meeting Summaries, and
select April 20, 2009, MFP Committee, Compensation and Benefits (Data).




The Dow Jones Industrial Average, which peaked in October 2007, has extended last
year’s sharp decline and, until a bounce last month, was at less than half its peak level,
undermining investment and retirement accounts. The bursting of the housing bubble, and the
prolonged credit crisis that intensified last fall with the collapse of iconic financial services firms,
have also taken a huge toll on individuals and businesses. The resultant “reverse wealth effect”
portends, despite massive federal stimulus and bailout funding, a long and slow recovery.

This region and County, while faring much better, have not been immune. The February
unemployment rate for the Bethesda-Frederick-Rockville metropolitan division — 5.4 percent,
the lowest of the 34 U.S. divisions listed by the Bureau of Labor Statistics — was 2.8 percent a
year ago. The County’s February unemployment rate — 5.1 percent, representing nearly 26,000
workers (not counting discouraged and underemployed workers) in a labor force of just over
500,000 — is the highest in at least 20 years and, like the national rate, will almost surely rise
further.' In this climate, not surprisingly, both State and County revenues have fallen sharply.

The Executive’s Recommended Budget

The Executive’s recommended FY10 tax-supported operating budget is $3.8277
billion, up $39.9 million (1.1 percent) from the Council-approved FY09 budget. The total
recommended budget (including grants and enterprise funds) is $4.4249 billion, up $82.7
million (1.9 percent) from the FY09 approved budget.

The recommended budget is a mix of long-term, short-term and one-time measures. [t
gives priority to public safety, education, and the safety net. It reduces some services, employee
pay, and positions, but less than other budgets in the region do and far less than many budgets
elsewhere do. Overall, the scope of the County’s extensive services remains largely intact.

Employee salaries and benefits are always a key fiscal building block. As the
Executive notes, they account once again for 80 percent of the recommended budget. For
details, see the tables on ©1-15, prepared by Legislative Analyst Chuck Sherer, on agency
requests for the FY10 tax—supported budget.

Recommended tax-supported workyears for all agencies are down 0.8 percent to
30,293.8. (Workyears are down 3.4 percent for MCG and 0.6 percent for the College; they are
up 0.2 percent for MCPS and 1.6 percent for M-NCPPC.) Total workyears are down 0.3 percent
to 33,620.1. In the FY09 approved budget the comparable percentages were -0.5 +0.4. This is
in stark contrast to the explosive workforce growth in prior years.

' The March unemployment rates for the metropolitan division and the County are not yet available but are probably
even higher. (Unlike the national rate, they are not seasonally adjusted.) Until January, the County’s rate had not
reached even 4 percent (much less 5 percent) at any time in at least 20 years, including recession years. Other
County economic indicators showing continued weakness include home sales, average sales prices, residential
property assessments, residential and non-residential construction, and commercial property vacancy rates. Go to
hitp://www.montgomerycountymd.gov/content/council/pdf/agenda/cm/2009/090402/20090402_MFPO1.pdf for the
Finance Department’s economic indicators report.

? In FY97-07 County Government added 2,200 jobs (28 percent) while population rose 15 percent. MCPS added
5,000 jobs (30 percent) while enrollment rose 7 percent. The tax-supported budget rose 80 percent.




COLAs

The key compensation change for FY10 is that funds are not provided for general
wage adjustments (COLAs).! The tax-supported savings are $28.9 million for MCG, $84.9
million for MCPS, $7.0 million for the College, and $2.7 million for M-NCPPC.

While two County Government unions, FOP Lodge 35 and MCGEO Local 1994, reached
agreement with the Executive to postpone previously bargained COLAs in FY10 — as the MCPS
unions did with the Board of Education — IAFF Local 1664 did not. When the Executive did not
include the IAFF COLA in his recommended budget, the union filed a prohibited practice charge.
On March 28 the Labor Relations Administrator dismissed the chargc:.2

The union announced its intent to appeal the decision. If the union actually does appeal
and were to prevail quickly, parity (“me too”) clauses in the other unions’ agreements might be
invoked. Timing is a factor since the Council must adopt a budget by June 1. (Ultimate funding
decisions are in any event up to the Council.) As a practical matter, restoring all COLAs, at a
cost of $123.5 million, would require major service cuts, position abolishments, or tax
Increases.

This COLA postponement is the single largest element used to close the FY10 budget
gap, and its impact on employee pay is clear. COLA reductions for County agencies are rare. In
the deep recession of the early 1990s, general government MCG employees had no COLAs for
three consecutive years. In FY04 COLAs for all agencies were deferred for four months.

For the most part, however, contracts with agency bargaining units have resulted in
consistent improvement in salaries and benefits.” OHR’s annual surveys show that for almost all
job categories, County agencies’ salaries and benefits compare favorably with those in other
jurisdictions and the private sector. Our employees also have far more job security than others in
this economy. These factors have heightened the already intense interest in County employment.

' Given the disinflationary pressures of the weak economy, it now appears that the FY 10 CPI increase will be small.

* The LRA wrote that this case presents “an unforeseen fiscal emergency. The fact that the Executive normally
proposes full funding of the negotiated IAFF agreement does not foreclose the possibility — and in this case, the
reality — that financial conditions can change dramatically for the worse, leading to a situation where, as here, the
Executive cannot in good conscience request full funding of an agreement. In such case, a requirement that the
Executive support full funding irreconcilably conflicts with his Charter-conferred budgetary discretion, and the
requirement of local law must give way to that higher authority.”

* For example, the three-year contracts negotiated for FY08-10 with the MCPS unions, and with FOP Lodge 35 and
MCGEO Local 1994 in MCG, provided compounded salary increases in the 26-29 percent range for the two-thirds
of employees who are eligible for annual service increments. As the graph on ©16 shows, base salary increases for
MCG employees in FY99-09 have tripled the CPI increase. Last year’s MCGEO reopener on benefits also increased
the County contribution to employees’ 401(a) accounts from 6 to 8 percent and gave employees the option to switch
to a cash balance plan with a guaranteed annual return of 7.25 percent starting July 1, 2009. Overall, the County’s
excellent benefits cost more than one-third of salary for MCGEO and more than half for the FOP and IAFF.



Steps and Furloughs

While the State and other local jurisdictions are freezing salaries in FY10 — that is, not
providing either COLAs or step increases — the Executive’s budget assumes that steps will
continue. The tax-supported cost is $29.2 million — $5.6 million for MCG, $19.6 million for
MCPS, $2.3 million for the College, and $1.7 million for M-NCPPC.

The State and many other governments here and elsewhere have also imposed furloughs
— for example, 2-3 days for State employees in FY09 and, for Prince George’s employees, 10
days each in FY09 and FY10. The Executive does not propose furloughs at this time but
considers them an option in the event of further revenue shortfalls."

I. RECOMMENDED PAY CHANGES IN THE REGION AND THE COUNTY

This year’s edition of our annual survey of pay changes in the region, compiled by
Legislative Analyst Amanda Mihill, is attached on ©57-85. The FY10 data at this point reflect
the recommendations of county executives or managers, not the final actions of governing
boards, and in some cases are not yet available because of ongoing negotiations or other factors.

The pattern in this difficult economy is not surprising: almost no recommended
General Wage Adjustments (GWAs); for many jurisdictions, no normal step increases
either — that is, a complete pay freeze; and for some, furloughs.

The summary of FY 10 pay increase requests for County agencies is on page 7. The key
difference from most other jurisdictions is that step increases are provided. Important points in
the data compiled by Ms. Mihill include the following:

1. Arlington County Government, like most Virginia jurisdictions, again faces a
constrained budget. Employee pay is frozen. The same is true of Alexandria City Government
as well as Fairfax County Government, which also had a furlough day in January.

2. Prince George’s County Government, as noted above, is freezing pay and imposing
10 days of furloughs on top of 10 in FY09. The District of Columbia Government is also
freezing pay. Both are cutting a significant number of positions.

3. The State budget freezes pay, including performance bonuses. State salary increases
have consistently lagged. The GWA was just 2.0 percent in each of the last two years. It was
also 2.0 percent for most employees in FY07 (with limited enhancements for some), 1.5 percent
in FY06, and a flat dollar increase of $752 in FYO0S5, plus increments. In FY03-04 State
employees received neither GWAs nor increments. In FY04 they also lost the State’s deferred
compensation match of up to $500 and were required to pay more for prescription drugs.

! Choices of this kind reflect the County’s commitment to its employees, but they are not lost on the County’s critics
in Annapolis. As Senate President Miller told the Committee for Montgomery on December 8, “The county that
gives big salaries and big benefits is going to have to make some adjustments.”



4. The President’s FY10 federal budget again recommends a weighted average 1.5
percent increment. Despite record budget deficits and the economic downturn, the budget also
recommends a 2.0 percent overall average general wage increase, which is to be allocated
between an across-the-board increase and additional locality pay. The percentage increases in
January 2000-2009 were 4.94, 3.81, 4.77, 4.27, 4.42, 3.71, 3.44, 2.64, 4.49, and 4.78 percent,
including the locality adjustment.

These GWASs show a pattern of generally large annual increases. (The step or increment
schedule for federal employees is variable; for County agencies it is annual.) The increases have
occurred even in the difficult years of the early 1990s and the early 2000s, when many local
jurisdictions could not afford increases, and even when the federal budget deficit has been huge.
The same pattern applies for FY 10.

Important points about County Government pay increases are as follows:

1. The GWA for the MCGEO Local 1994 units, scheduled to be 4.5 percent in July
2009, has been postponed per the concession agreement noted below. The 3.5 percent annual
service increments, for which 67.3 percent of MCGEO members are eligible, continue, as do
certain pay differentials. The longevity increment effective for employees at the top of their pay
grade with 20 years of completed service, which rose from 2.0 to 3.0 percent in January 2008,
also continues.

2. The GWA for FOP Lodge 35, scheduled to be 4.25 percent in July 2009, has also
been postponed per the concession agreement noted below. The 3.5 percent service increments,
for which 61.0 percent of FOP members, apply to Police management as well.

3. The GWA for IAFF Local 1664, as discussed above, has not yet been resolved. The
3.5 percent service increment, for which 58.9 percent of unit members are eligible, applies to Fire
management as well. The scheduled pay plan adjustment for FY11 is 7.0 percent, plus a 3.5
percent increment for eligible employees.

4. Non-represented employees are scheduled to receive the same GWA (none) and
service increments (3.5 percent for eligible employees) as MCGEO. This has been the historical
pattern, but in FY04-05 the Executive declined to extend key improvements to non-represented
employees. Non-represented employees are also eligible for two kinds of performance-based pay:
annual lump sum awards (1.0 or 2.0 percent of salary) for those rated “highly successful” or
“exceptional,” and longevity increases (2.0 percent addition to base salary) for employees who
have at least 20 years of service, are at the top of their pay grade, and are rated “highly
successful” or “exceptional.”

As discussed below, the Executive does not recommend funding for the lump sum
awards for non-represented employees in FY10. Employees in the Management Leadership
Service receive performance-based increases instead of annual service increments. As in FY09,
the Executive recommends limiting these increases to lump sum awards of 1.0 or 2.0 percent.



5. Data from OHR’s Personnel Management Review show that in FY98-01, total pay
increases for County Government employees (not including the police and fire bargaining units)
not at maximum salary were 18.6 percent more than the CPI increase and 8.6 percent more than
private sector increases. In FY02-05 these differentials were 17.3 percent and 16.0 percent. In
FY06-09 they were 18.8 percent and 11.1 percent. Comparisons for employees at maximum
salary and for earlier periods show significantly different results. See ©A30-33 in the Appendix
to this packet (MFP #2). See also the table on ©16.

6. Until the FY09-10 budgets, which have significant workyear reductions, productivity
improvement had not kept pace with these large salary increases. The chart on ©34 shows that
County Government tax-supported workyears per 1,000 population, which had declined
steadily from FY92 to FY98, started to rise in FY99. Thus, despite the County’s heavy
investments in technology, total tax-supported workyears per 1,000 population were 11.7 percent
higher in FY02 than in FY98. In the leaner budgets of FY03-04 this measure declined slightly,
but in FYOS it started to rise again. In FYO09 it declined, and in FY10 (recommended) it declines
again, but it is still 3.1 percent above the FY98 level.

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

8. The table on ©A35 shows that minimum and maximum County Government salaries
for middle management professional positions are mostly below those of comparable federal
government positions. The minimum salaries for County Government are lower because our
range is broader than the federal range. Also, our annual 3.5 percent service increments make
progress through the range faster. The maximum salaries for County Government are themselves
substantial and compare favorably with those elsewhere in the region.

Agency Pay Increase Requests

The agency pay increase requests for FY10 increments on page 7 reflect in part the
provisions of new or existing contracts. Agreement on increases for some employees of the
College and M-NCPPC has not yet been reached. At the May 8 worksession the Committee will
consider whether to support the required funding for these agency requests. The Committee will
also consider whether to support the proposed FY10 County Government salary schedules
listed on ©25-31.

These schedules are (in order) for Non-Represented Employees (General Salary
Schedule), Management Leadership Service, Medical Doctors, Seasonal Workers, MCGEO,
Sheriff Management, Deputy Sheriffs, Fire/Rescue Management, IAFF, Police Management,
FOP, Correctional Management, and Correctional Officers.



SUMMARY OF FY10 AGENCY PAY INCREASE REQUESTS
Increments and General Wage Adjustments (% Increase)

Agency Increments General Wage
For Eligible Employees Adjustments
County Government
MCGEO units 3.5 0
FOP 3.5 0
IAFF 3.5 0°
Non-represented 3.5 0
M-NCPPC
MCGEQO units TBD’ TBD
Non-represented TBD TBD
FOP 3.5 3.75"
' Montgomery College
Faculty $2,372° 0
Administration TBD TBD
Staff (non-bargaining) 3.0° 0
Staff (AFSCME) 3.0 0
MCPS
. MCEA 1.5-3.9 0
MCAASP 3.0 0
| SEIU Local 500 1.9-5.5 0
| MCBOA’ 3.0 0
WSSC 3.0° 0

For further details see the tables on ©59-64 of this packet.

' Additional adjustments for pay differentials and longevity increases.

? The Executive recommended 0. The union filed a prohibited practice charge, which was dismissed.

? Bargaining is not yet complete. Another factor is the Councils’ bi-county meeting on May 7.

* Amount included for FY10 in the FY09-11 contract.

* Base pay increase on October 23, 2009 for those not at top of scale. Also lump sum payment of $500 to $1,000
depending on salary level.

¢ Lump sum payment of $500 for those at top of scale. Also applies to AFSCME.

” In FY08 the Board of Education approved the formation of a fourth bargaining unit, Montgomery County Business
and Operations Administrators.

® The contract with AFSCME is being negotiated. WSSC salaries are affected by merit increases and/or flexible
worker pay, plus IT bonus pay. See ©86 for further details.



II. RETIREMENT ISSUES
Important points on the County Government retirement program are as follows:

While the County Government’s defined benefit plan, the Employees’ Retirement
System, ranks highly in relative performance, like other funds it has experienced large losses.
Assets are down from $2.8 billion in October 2007 to $1.9 billion as of March 31. The fund’s
one, three, five, and ten-year investment returns are -24.2, -4.57, 1.13, and 3.03 percent,
compared with its actuarial return assumption of 8.0 percent.

As of December 31, 2008 the funded ratio was 78.7 percent and the unfunded liability
was $722.2 million. A key factor is the succession of large pension improvements included in
County collective bargaining agreements starting in FY99. The County contribution to the
pension fund has risen from $44.3 million in FY0O to $115.0 million in FY10. Poor investment
results for FY08-09 may lead to further large increases.

Other factors in determining the County contribution each year — besides the return on
pension fund assets and benefit improvements included in collective bargaining agreements — are
any change in actuarial assumptions and actual plan experience versus projections. The FY09
County contribution was down by $3.0 million (2.7 percent), but prior years have seen
continuous increases, sometimes large: .$2.4 million (2.2 percent) in FY08, $3.1 million (2.8
percent) in FY07, $8.3 million (10.7 percent) in FY06, $15.5 million (25.1 percent) in FY0S,
$9.5 million (17.1 percent) in FY04, and $16.4 million (41.8 percent) in FY03. In earlier years
there were much smaller changes, with the FY02 amount down and the FYO1 amount up.

During the 1990s the return on County pension fund assets was well above the plan’s 8.0
percent annual actuarial return assumption, but that changed with the sharp market decline of
2000-2002 and even more with the sharp decline since the market peak in October 2007. The
County’s actuarial consultant applies five-year smoothing to the fund’s returns to even out gains
and losses. The large gains of the mid and late 1990s reduced the required County contribution to
the fund, but the early years of this decade were quite different. So is the current period.

The FY10 contribution rates are shown on ©23. This table is worth close attention.
The rates, up from FY09, are at high levels as a percentage of salary, ranging from 22.4 percent
for the non-public safety mandatory integrated plan to 33.3 percent for the mandatory integrated
public safety plans and 80.1 percent for the optional non-integrated public safety plans.

The market rebound of 2004-07, combined with the superior relative investment
performance of the ERS, has been helpful, but the market collapse of the past 18 months will
hurt. The ERS has consistently ranked in the top quartile of similar funds, and sometimes even
higher, but poor market conditions still have a large impact.

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



percent of average final earnings. The combined impact of these pension changes and market
conditions is large. For example, MCFRS retirement costs are up from $9.1 million in FY00 to
$31.9 million in FY10. For Police the increase is from $12.7 million to $35.7 million.

There were additional pension improvements last year. The FOP reopener provided
for an increase in maximum credited service from 30 to 36 years (including sick leave), an
unreduced pension with 25 years of service at any age, and a maximum benefit of 86.4 percent of
final earnings for veteran officers rather than the current 76 percent.

The reopener also created a permanent Deferred Retirement Option Plan (DROP) that
enables employees who are at least 46, and have at least 25 years of credited service, to elect to
retire, but continue to work for a maximum of three years. Neither they nor the County make
additional pension contributions during the DROP period. The pension payments they would
have received if they had retired are placed in a DROP account, invested in fund options selected
by the Board of Investment Trustees. The account is paid out upon retirement. The fiscal impact
of these changes was estimated to be $803,000 in FY10, including $502,000 for the DROP and
$291,000 for the higher maximum service credit.

Last year’s MCGEO reopener improved the social security integration multiplier from
1.25 percent to 1.65 percent for deputy sheriffs and corrections officers in the defined benefit
plan. The fiscal impact was estimated to be $753,000 in FY10.

The FY08 annual report from the Board of Investment Trustees on the County’s three
retirement plans (see ©35-43) shows on ©41 that as of June 30, 2008 the ERS was 80.8 percent
funded on an actuarial basis, which includes the five-year smoothing of results. (The national
average for state pension plans was then 90 percent.) This is down from 98.9 percent in FY0O.
The unfunded liability was $641 million. Past benefits improvements account for most of the
difference between the ERS’ funded ratio and the national average. As noted above, results as of
March 31, 2009 reflect the sharp market decline since June 30, 2008.

The picture for the County’s defined contribution plan, the Retirement Savings Plan, is
different. The RSP, which includes non-public safety employees hired since October 1, 1994
(plus a small number of public safety employees), had 4,746 members as of July 1, 2008. The
County’s total FY10 contribution is $20.1 million, up $0.6 million (3.1 percent) from FY09.

The FY09 contribution was $19.5 million, up $7.2 million (58.5 percent) from FYO08.
One reason was increased plan enrollment. Another was the increase of 2 percent of salary (from
6 to 8 percent) — an increase of one-third — in the County contribution to employees’ RSP
accounts, as provided in the MCGEO reopener.

Another key provision in the reopener, as noted above, would give RSP members and
new employees a one-time option, starting this July, to transfer to a new Guaranteed
Retirement Income Plan (GRIP). This cash balance plan will provide a guaranteed annual



return of 7.25 percent. This will be a new liability for the ERS, or more accurately, the
taxpayers; in the RSP employees’ returns depend on their own investment choices.'

The three investment-related retirement plan budgets that have been reviewed and
approved by the Board of Investment Trustees are on ©24. The FY10 budgets for the Deferred
Compensation Plan, the Employees’ Retirement System, and the Retirement Savings Plan
include charges from OHR, Finance, and the County Attorney’s Office. The Committee will
review these budgets separately. Mr. Sherer has prepared the packet for this review.

III. COUNTY GOVERNMENT COMPENSATION-RELATED NDAs

The FY10 recommended budget contains seven compensation-related Non-Departmental
Accounts. The first three are hardy perennials that require little comment.

1. Judges’ Retirement Contributions NDA
See ©44. The recommended amount for FY 10 is $3,740, the same as for FY09.
2. State Positions Supplement NDA

See ©45. The recommended amount for FY10 is $100,940. The FY09 amount was
$144,950.

3. State Retirement Contribution NDA

See ©45. The recommended amount for FY10 is $981,480. The FY09 amount was
$934.920.

4. Group Insurance for Retirees NDA

See ©46. The recommended amount for FY09 is $26,039,330, the same as for FY09.
This account has fluctuated both up and down over time. The recommended FY10 allocation is
discussed further in the section below on group insurance.

5. Compensation and Employee Benefits Adjustments NDA

See ©46. The recommended amount for FY10 is $1,335,890. The FY09 amount was
$3.432,070. Each year this NDA captures several separate personnel-related adjustments. This
year’s adjustments, including a comparison with FY09, are outlined on ©57.

One key difference is that the pay for performance program for non-represented
employees, which cost $809.420 in FY09, is eliminated in FY10. Under this program, as noted

" The employee contribution to the RSP or the GRIP will also rise, from 3 to 4 percent of salary up to the FICA
maximum and from 6 to 8 percent above it. Also, employees will need to have 180 days of employment before
becoming eligible to participate in either the RSP or the GRIP.



above, employees receive lump sum awards of 1 or 2 percent if their performance ratings are
“highly successful” or “exceptional,” respectively.

In addition, performance-based pay for employees in the Management Leadership
Service, who do not receive annual service increments of 3.5 percent, is limited again this year to
lump sum awards of 1 or 2 percent depending on their ratings. Before FY09, employees at the
maximum salary were eligible for lump sum awards of up to 4 percent. Employees at lower
salary levels were eligible for base pay increases of up to 6 percent, again depending on
performance. The FY09 change had an especially large impact on these latter employees.

For these employees, one option to consider in FY10 is to make the 1 or 2 percent awards
additions to base pay rather than lump sum awards. This approach seems more equitable in
light of the fact that if these employees were not in the MLS, they would have received a 3.5
increment in FY09 and would receive one again in FY10. OMB estimates the additional cost in
FY10 (for the incremental retirement and life insurance cost) at $43,970.

6. Retiree Health Benefits Trust

See ©44. The recommended amount for FY10, $16,391,930, the same as for FY09. See
page 12 of this memo. This amount is for the General Fund. Other County Government and
outside agency contributions are detailed on ©19.

7. Productivity Enhancements and Personnel Cost Savings

See ©44. The recommended amount for FY10 is -$1,011,260. The FY09 amount, -$13.0
million, had two components: an estimated $5.0 savings from the FY09 Retirement Incentive
Program and $8.0 million savings from productivity enhancements for County Government. As
the table on ©44 shows, the total savings were achieved, albeit in different proportions.

The FY10 NDA amount, -$1,011,260, is OMB’s estimate of the FY10 savings from the
proposed FY10 RIP. See the detail on ©48. OMB’s April 14 estimate revised the FY10 savings
estimate to $2,649,915. See ©48A. (The tax-supported portion of the savings is less. The
revised estimate does not include the cost of leave payouts, which OMB now says would be
absorbed in FY09.) OLO’s analysis is quite different. See OLO’s research brief on furloughs
and buyouts (2009-9, released on April 14). See also today’s packet on the RIP bill and ©87.

IV. GROUP INSURANCE

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

Starting in FY03, issues addressed by the Committee and the benefits group include joint
bidding of group insurance contracts to reduce costs, implementation of the joint long-term
care insurance program, providing coverage for out-of-area retirees, and the option to take or
waive coverage year-by-year.
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The list of issues addressed also includes implementation of the re-election opportunity
for County Government retiree group insurance and a revised MCPS retiree health insurance
program. In addition, three major Council resolutions resulted from the work of the Committee
and the benefits group: Policy Guidance for Agency Group Insurance Programs (December
2003), Establishing a Voluntary Program for Securing Safe, High Quality, Lower-Priced
Prescription Maintenance Drugs for Employees and Retirees of County and Bi-County
Agencies (September 2004), and Establishing a Countywide Prescription Drug Discount
Card Program (October 2004).

The Committee’s work on retiree health benefits (GASB OPEB) issues started in 2003.
The benefits group members joined with agency finance, budget, and legal staff to form the
Multi-Agency OPEB Work Group, which has worked productively with the Committee.

Status of Retiree Health Benefits Pre-funding
In his FY 10 budget message the Executive speaks firmly about retiree health benefits:

To approve health benefits for future retirees without funding those benefits is not responsible —
it breaks faith with retirees who will need to know the money is there when it is needed. We have
long accepted the concept of pre-funding of pension benefits because it is a responsible and cost
effective approach to fulfilling our promises to retirees. We need to embrace the need to
realistically fund this commitment as well.

Two years ago, at the Executive’s urging, the Council approved a five-year phase-in of
the pre-funding required for future health benefits for retirees of County agencies. The FY08
phase-in amount, $31.9 million, was scheduled to rise to $70.7 million in FY09. Last year, given
the tight budget, the Executive instead proposed an eight-year phase-in to save $15.6 million in
FY09. The Council approved the eight-year schedule, but — adopting a revised methodology
proposed by our actuarial consultant, Thomas Lowman of Bolton Partners — reduced the FY09
contribution to $40.6 million, $30.1 million less in FY09 than under the five-year phase-in.

Now, again for fiscal reasons, the Executive recommends a FY10 contribution at the
FY09 level, $40.6 million, to save $25.7 million compared to the revised eight-year phase-in.
See the agency components on ©19. See also the most recent eight-year phase-in table on ©49.
(This table will change as updates to the agencies’ regular actuarial valuations of their liabilities
are completed.) As the Executive and Council prepare to address the remaining budget gap
created by the further State aid reductions just approved by the General Assembly, one option
will be an even larger incursion on the already-reduced FY10 contribution.

Under the original five-year phase-in approved two years ago, the scheduled FY10
contribution was $109.8 million. The actual FY10 contribution will be far less. Governments
nationwide face a similar funding problem this year. Credit rating agencies, some analysts
believe, will recognize this year’s fiscal pressures as unique. Hopefully they are.

The core point is that to pre-fund the agencies’ retiree health benefits promises to
their employees will require an increasingly massive taxpayer contribution, currently
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estimated to reach the range of $200 million per year by 2015, above and beyond the
annual pay-as-you-go expense. This amount will not be available for services to County
residents — most of whom do not enjoy such benefits — or, for that matter, for salary or other
benefit improvements for agency employees. The alternative is to find ways to limit the County’s
costs. No sustained effort to do so is underway.

For Mr. Lowman’s updated assessment of these issues, see his memo on ©50-53.
Group Insurance Costs in FY10

All agencies continue to address sharply rising group insurance costs. For example,
County Government made major plan design changes for 2005, including a new CareFirst
Standard Option POS, carve-out of prescription drug coverage from the CareFirst and Optimum
Choice plans, and an employee-plus-one option for Choice plan members. Last year there were
prescription drug savings from agreements with the three bargaining units, also affecting non-
represented and retired employees.

Over the past decade County Government rate adjustments have ranged from a 5.3
percent decline in 2000 to a 26.0 percent increase in 2002. This year’s overall increase is 3.6
percent, with the usual variation among plans. Premiums for federal employees are up on
average nearly 8 percent, compared to 2.3 percent in 2007 and 2.9 percent in FY08.

Use of some fund balance above the 5 percent target helped to mitigate the County
increase. The current projection for the average annual increase in FY10-15 is about 11 percent.
The comparable six-year projections in the last five budgets, starting with FY09, were 8.8, 10.7,
9.5,7.3, and 11.0 percent.

The FY10-15 fiscal projection for the Employee Health Benefits Self Insurance Fund,
which serves as a premium stabilization reserve, is on ©54. The summary of expenditures and
revenues, and the crosswalk between the appropriation for FY09 ($162,276,190) and FY10
($174,300,820), is on ©55. One notable item on ©54 is the transfer of $12.5 million to the
General Fund in FY10. Claims experience and unanticipated revenue facilitated this fortuitous
transfer. OMB notes there was also a transfer ($5.2 million) in FY95.

The agencies’ FY10 tax-supported costs for group insurance for retired employees are
listed in the tables on ©1-15. The pay-as-you-go amounts total $67.5 million, down 0.3 percent
from FY09. The tables show $26.0 million for County Government (no change), $37.8 million
for MCPS (down 1.5 percent), $2.8 million for the College (up 12.0 percent), and $2.9 million
for M-NCPPC (up 3.3 percent). The new OPEB pre-funding costs are separate. See ©49.

The tax-supported costs for active employees are also in the individual agency tables.
The total is $304.3 million, up 11.0 percent from FY09. The tables show $78.9 million for
County Government (down 2.1 percent), $206.5 million for MCPS (up 17.6 percent), $11.3
million for the College (up 5.4 percent), and $7.6 million for M-NCPPC (up 5.9 percent).



WSSC’s rate-supported costs for group insurance are $9.7 million for active employees
(up 3.4 percent) and $14.3 million for retired employees (up 5.0 percent).

After budget the Committee can review two issues it has considered in the past. One
issue is high-deductible and consumer-driven plans. Such options are controversial, and the
agencies have not pursued them. But Consumer Checkbook’s guide to federal health plans,
which includes these options, says they are worth a second look. The other issue is next steps on
retiree health costs. Given the huge fiscal impact of these costs, as discussed above, this issue
should return soon to the Committee’s agenda.

V. OTHER COMPENSATION ISSUES
A. Concession Agreements

Last fall the MCPS unions agreed to forgo the scheduled FY10 COLA (5.3 percent plus
0.3 percent for additional salary improvements) without major contract changes, except for a
parity (*me too”) clause. Last month FOP Lodge 35 and MCGEO Local 1994 entered into
“concession agreements” with the Executive that postpone the COLAs (4.25 and 4.5 percent,
respectively) but include some new contract provisions. Mr. Faden and Mr. Drummer will
review these agreements later in this worksession. See also the excerpt from my FY10 budget
overview memo on ©87-88.

B. Agency Analysis of Personnel Management

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

This year the County Government again prepared a PMR like the one it first issued in
1991 (see ©Al-41). The PMR, prepared by OHR, has consistently provided useful basic
information on the merit system employment profile, turnover, and wage and salary
comparability. In this year’s PMR the information is once again clearly presented and readily
understandable. The comparative information on salaries (see ©A30-41) is especially useful;
some of it is cited in the earlier discussion here of pay changes in the County and the region.
Other useful information includes turnover data on the 585 employees (6.5 percent of the
workforce) who left County Government service in 2008 (see ©A26-28). There are again data
on temporary and seasonal workers (see ©A22-24), who are represented by MCGEO.

'To see the appendix, go to www.montgomerycountymd.gov/council, click on Packets & Meeting Summaries, and
select April 20, 2009, MFP Committee, Compensation and Benefits (Data).




M-NCPPC again prepared a detailed Personnel Management Review, which it initiated
in 1995. This PMR (see ©A42-190) covers personnel data affecting both counties and is a
comprehensive and highly informative document. Its clearly presented data and excellent
graphics provide detailed information about the full range of workforce issues and personnel
policies. This year’s edition again provides expanded data by department and for seasonal,
intermittent, temporary, and term employees.

WSSC again prepared a Human Resources Management Review that contains new and
comparative data in a number of areas (see ©A191-222). This report, which WSSC initiated in
1995, includes data on such matters as the diversity of WSSC’s workforce in 2008: 43.8 percent
Caucasian, 46.8 percent African American, 6.0 percent Asian, 2.6 percent Hispanic, and 0.8
percent Native American.

MCPS again provided a Staff Statistical Profile (see ©A223-308), which contains a wide
range of useful data — for example, salary and turnover data that were helpful in 2006 in the
Council’s review of the Superintendent’s request to improve pensions for MCPS employees.

The College again provided a Personnel Profile (see ©A309-316). This brief report
contains useful graphics and more detailed information on group insurance benefits and
composition of faculty and staff.

C. Employee Awards and Tuition Assistance
In past briefings on compensation, the Committee has examined such programs as County
Government leave awards, M-NCPPC’s employee recognition program, WSSC’s merit pay

system, and performance-based pay. The Committee has also reviewed tuition assistance issues.

The following table outlines the agencies” FY09 costs and FY10 requests in dollars.
(County Government’s awards programs are outlined on ©56.")

Employee Awards Tuition Assistance

FY09 FY10 FY09 FY10
County Government see © 56 TBD 700,800 755,870
MCPS none none 3,488,844 3,888,844
Montgomery College 75,000 75,000 675,000 750,000
M-NCPPC 155,200%* 60,150* 37,500* 33,000*
WSSC 121,200 59,100 150,000 150,000

*Montgomery County only

"This report does not include performance-based pay awards for employees in the Management Leadership Service
or for non-represented employees. In 2000 County Government also began the Montgomery's Best honors awards,
which are based on recognition rather than cash awards. The program’s purpose is to “recognize exceptional efforts
by individuals, teams, and organizations to support the County’s guiding principles and programs.”



D. Additional Compensation Information

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

For FY05 the CAO authorized a cash-out of 30 percent. The cost was $368,245 for 385
employees. For FY06 the CAO authorized a cash-out of 50 percent. The cost was $812,731 for
482 employees. For FY07 the CAO again authorized a cash-out of 50 percent. The cost was
$1,092,439 for 630 employees. For FY08 and again for FY09, given the fiscal situation, there
was no cash-out.

2. Testimony. During the course of the Council’s five public hearings on the FY09
operating budget on April 13-16, a number of speakers addressed compensation issues.
Councilmembers have copies of this testimony and also of all correspondence related to
compensation.

E. Closing Point

The salary and benefit costs that comprise 80 percent of the budget are affordable when
times are good and revenue growth is strong. In serious downturns they are not, and fault lines
between the County’s promises to employees and its ability to pay for them begin to emerge.
Absent an economic recovery that is robust and has staying power, these fault lines will deepen.

f:\farber\l Ocompensation\mfpworksession 4-20-09.doc



TAX SUPPORTED WORKYEARS, WAGES AND BENEFITS BY AGENCY
(FY09 Approved and FY10 Agency Requests)
Benefits are social security, retirement, and group insurance

I. Active Employees

Total comp for

Agency FY WY Wages Benefits Active empl
County Government FYO09 8,368 546,315,165 | 264,193,295 810,508,460
FY10 8,084 546,991,638 255,775,922 802,767,560
% Change -3.4% 0.1% -3.2% -1.0%
MCPS FYO09 19,537 | 1,345,341,160 | 337,478,343 | 1,682,819,503
FY10 19,585 | 1,357,272,414 377,254,340 | 1,734,526,754
% Change 0.2% 0.9% 11.8% 3.1%
College FY09 1,720 139,101,828 24,595,380 163,697,208
FY10 1,710 142,406,762 25,070,263 167,477,025
% Change -0.6% 2.4% 1.9% 2.3%
MNCPPC FY09 899 62,660,189 18,281,700 80,941,889
FY10 913 64,742,029 20,268,466 85,010,495
% Change 1.6% 3.3% 10.9% 5.0%
TOTAL FY09 30,524 | 2,093,418,342 644,548,718 | 2,737,967,060
FY10 30,292 | 2,111,412,843 | 678,368,991 | 2,789,781,834
% Change -0.8% 0.9% 5.2% 1.9%
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II. Retiree Benefits: Group insurance (data in last column only)

County Government FYO09 42,431,260
FY10 42,431,260

% Change 0.0%
MCPS FY09 56,579,298
FY10 68,314,399

% Change 20.7%
College FYO09 3,200,000
FY10 4,000,000

% Change 25.0%
MNCPPC FYO09 4,735,611
FY10 5,432,256

% Change 14.7%
TOTAL FY09 106,946,169
FY10 120,177,915

% Change 12.4%

CHS: F:\Sherer\Excel\Compensation\10\Summary.xls, #2, 4/9/2009, 9:31




TAX SUPPORTED SALARIES AND BENEFITS BY AGENCY
(FY09 Approved and FY10 Agency Requests)

Total Total
Compensation Agency budget | Compensation
Active Retiree Total without debt as % of
Agency FY Employees Benefits Compensation service Budget
County Government FYO09 810,508,460 | 42,431,260 | 852,939,720 | 1,279,432,930 66.7%
FY10 802,767,560 | 42,431,260 | 845,198,820 | 1,273,803,750 66.4%
% Change -1.0% 0.0% -0.9% -0.4%
MCPS FY09 | 1,682,819,503 56,579,298 | 1,739,398,801 | 1,936,956,571 89.8%
FY10 | 1,734,526,754 | 68,314,399 | 1,802,841,153 | 1,999,240,463 90.2%
% Change 3.1% 20.7% 3.6% 3.2%
College FY09 163,697,208 3,200,000 | 166,897,208 [ 211,607,803 78.9%
FY10 167,477,025 4,000,000 171,477,025 | 217,999,063 78.7%
% Change 2.3% 25.0% 2.7% 3.0%
MNCPPC FY09 80,941,889 4,735,611 85,677,500 114,335,250 74.9%
FY10 85,010,495 5,432,256 90,442,751 119,131,850 75.9%
% Change 5.0% 14.7% 5.6% 4.2%
TOTAL FY09 | 2,737,967,060 | 106,946,169 | 2,844,913,229 | 3,542,332,554 80.3%
FY10 | 2,789,781,834 | 120,177,915 | 2,909,959,749 | 3,610,175,126 80.6%
Amount Change 51,814,774 13,231,746 65,046,520 67,842,572
% Change 1.9% 12.4% 2.3% 1.9%

CHS: F:\Sherer\Excel\Compensation\10\Summary.xls, #1, 4/9/2009, 9:27
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SUMMARY OF FY10 RECOMMENDATIONS

A. SUMMARY OF AGENCY REQUESTS

Montgomery County Public Schools (MCPS):

The MCPS workforce for FY10, as recommended by the Board of Education (BOE), 1s 20,969.6 FTEs, or 200.1 FTEs greater
than the FY09 workforce of 20,769.5 FTEs. The BOE has negotiated agreements with the public schools’ bargaining units, the
Service Employees International Union (SEIU), the Montgomery County Education Association (MCEA), the Montgomery
County Association of Administrators and Supervisory Personnel (MCAASP), and the Montgomery County Business and
Operations Administrators (MCBOA). The contracts with these unions will expire on June 30, 2014. For more information on
compensation and workforce changes, please see the Board of Education FY 10 recommended budget document.

Montgomery College (MC): The net impact on the Montgomery College workforce for FY10, as requested by the Col-
lege and its Board of Trustees, and recommended by the County Executive, is a decrease of 10.0 work years. This is accompa-
nied by an increase in personnel costs of about $4.5 million. The primary factors for these cost changes are the full-year impact
of prior year merit increases, reclassifications, promotions, and fringe benefit increases. For more information on compensation
and workforce changes, please consult the Adopted FY 10 Montgomery College Operating Budget Request, available on the
College’s website.

Maryland-National Capital Park & Planning Commission (M-NCPPC): The net impact on the Maryland-
National Capital Park and Planning Comumission workforce for FY10, as recommended by the Planning Board, is an increase in
personnel costs of $4.9 million. The increase includes adjustments for merit pay increases, retirement, and group insurance. For
more information on compensation and workforce changes, please see the M-NCPPC FY 10 recommended budget document.

Montgomery County Government (MCG): The net impact on the County government workforce for FY10, as
recommended by the Executive, is a decrease of 298.9 workyears. The recommended budget contains a decrease in total personnel
costs of $7.0 million, or -0.8 percent. The primary factors in these changes are:

Millions

«  Net reduction in workyears, and FY10 COUNTY EXECUTIVE RECOMMENDED
anticipated turnover and lapse ($16.2) COMPENSATION ADJUSTMENTS
»  Performance-based Pay ($2.1) ' ;
»  Expected early retirement savings ($1.0) |GENERAL WAGE ADJUSTMENT $0
*  Service increments ($5.5 million tax-supported)  $6.6 SERVICE INCREMENTS
»  Changes in retirement contribution rates §3.9 Non-represented (non-public safety) 1,030,590
»  Changes in group insurance contributionrates  $1.8 MCGEO and uniformed public safety management 3,586,990
FOP members and uniformed Police management 1,166,680

The recommendations in the remainder of this section are for JAFF and uniformed Fire management 835,590
the County government and are based upon the bargained . TOTAL $ 6,619,850
apreements with the United Food and Commercial Workers,
L%)rcal 1994 (Municipal and County Government Employees PERFORMANCE-BASED FAY (2,126,880)
Organization — MCGEOQ), the International Association of TOTAL COMPENSATION ADJUSTMENTS $ 4,492,970

Fire Fighters (IAFF), Local 1664, the Fraternal Order of
Police (FOP), Lodge 35, and Montgomery County Volunteer Fire and Rescue Association (MCVFRA). Certain provisions of the
agreements have been extended to unrepresented employees, as noted below.

B. COUNTY GOVERNMENT SALARY AND WAGES

GENERAL WAGE ADJUSTMENT: As a result of contract renegotiations with the County’s employee organizations and
anticipated successful conclusion of negotiations with the International Association of Fire Fighters, Local 1664, the Execu-
tive’s recommended budget does not fund general wage adjustments for any employees in FY10. All recommended salary
schedules are at the end of this section.

—
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INCREMENTS: The Executive recommends service increments of 3.5 percent for all eligible employees.

MANAGEMENT LEADERSHIP SERVICE. MLS employees are not eligible for service increments but are instead c]igi—‘
ble for performance-based pay adjustments. The Executive recommends $496,310 in the Compensation Adjustment NDA to
fund lump sum pay awards of one percent or two percent based on performance. These bonuses do not increase the salary of
MLS employees and are consistent with the awards paid in FY09.

C. COUNTY GOVERNMENT: EMPLOYEE BENEFITS

The following employee benefits are funded in the Executive's recommended budget through a combination of lump sum or
payroll-based contributions.

FICA (Social Security & Medicare)
Workers' Compensation

e  Group Insurance

* Employees’ Retirement System

« Retirement Savings Plan

Social Security and Medicare: Contributions are collected from County departments and agencies each payday based on actual
payroll. Since contribution rates and salary maximums change at the start of the calendar year, figures used in the recommended
fiscal year budget represent an average of the rates set for 2009 and projected changes for 2010. While the rates (percentage of
salary, which is contributed by both employer and employee) are not expected to change, the annual salary maximum on which to
base FICA is projected to increase by about $4,300 or 4.0 percent.

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

Group Insurance Benefits: The contributions for health insurance are based on fixed rates per coverage level, and the
contribution for life insurance is based on fixed rates per coverage amounts based on an employee’s salary. Overall, in calendar
2009, plan participants experienced a 3.6 percent increase in premiums from the previous year. Rate changes were made pursuant
to an actuarial analysis of claims experience and previous rate actions. The County also used a portion of the fund balance
exceeding the target 5 percent to mitigate what would have been a higher increase in premiums.

It is projected for the long term that the annual cost of group insurance for the County, including active employees and retirees,
could increase an average of approximately eleven percent annually between FY10 and FY15. Contribution rates during this
period will be set based on various factors, including the fund balance in the Health Insurance Fund and claims cost experience.

Retirement Benefits: Montgomery County government maintains a system of retirement pay and benefits for its employees
which are intended to provide income during their retirement years. The County government's Employees’ Retirement System
(ERS) was established through legislation in 1965 and is found in the Montgomery County Code, Section 33. The Retirement
Program, which currently provides benefits to approximately 5,306 retirees and survivors, is administered by the Office of Human
Resources. Retirement plan design changes occurring through the collective bargaining process and by other means are
coordinated by the Office of Human Resources in consultation with the County’s actuaries, the Finance Department, and the
Office of Management and Budget.

Retiree Health Benefits Trust: Beginning in FY08, the County implemented a plan to set aside funds for retiree health bene-
fits, similar to what we have been doing for retiree pension benefits for more than 50 years. The reasons for doing this are sim-
ple: due to exponential growth in expected retiree health costs, the cost of funding these benefits, which are currently paid out
as the bills come due, may soon become unaffordable. Setting aside money now and investing it in 2 Trust Fund, which will be
invested in a similar manner as the pension fund, not only is a prudent and responsible approach, but will result in significant
savings over the long term.

As a first step in addressing the future costs of retiree health benefits, County agencies developed current estimates of the costs
of health benefits for current and future retirees. These estimates, made by actuarial consultants, concluded that the County’s

(/3
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total future cost of retiree health benefits if paid out today, and in today’s dollars, is $2.6 billion - more than half the total
FY09 budget for all agencies.

One approach used to address retiree health benefits funding is to determine an amount which, if set aside on an annual basis
and actively invested through a trust vehicle, will build up over time and provide sufficient funds to pay future retiree health
benefits. This amount, known as an Annual Required Contribution or “ARC”, was calculated for County agencies last year to
be $240 million, or nearly $190 million more than the previous annual payment for current retirees. Still too large an amount to
be set aside all at once in FY08, the County chose a further approach of “ramping up” to the ARC amount over several years,
with the amount set aside each year increasing steadily until the full ARC is reached.0A total of $31.9 million for all tax sup-
ported agencies was budgeted for this purpose in FY08.

Proposed FY10 Retiree Health Benefits For FY09, the ARC has been recalculated and is now estimated at $250
Trust Contributions million. This amount consists of two pieces — the annual amount the

Monigomery County Government (MCG) 40 | County would usually pay out for health benefits for current retirees

General Fund: the pay as you go amount), plus the additional 1

Retlirze Health Benefits Trust NDA $16,391,930 ( P Y g. 5 )’ P Ataonmt §st1matc‘d as
needed to fund retirees’ future health benefits (the pre-funding portion).

Propnelary Funds: Th a t b bl .

Bethesda Parking District $56.650 ¢ pay as you go amount can be reasonably projected based on known

Wheaton Parking District 8s00 | facts about current retirees, and the pre-funding portion is estimated on

Silver Spring Parking District 45320 - - 3 g

A Ve T tiackion 2540 | @n actuarial basis. For FY09, a ramp-up period of eight years was as-

Solid Wasle Disposal 203920 | sumed, up from the five year phase-in that was planned in FY08. Be-

Liguor Controf 8B3E670 s . - -

Permitting Servicas 606 100 caqu.: of .thc County s fiscal situation, the Executive recommends level

Community Use of Public Faciities 76470 | funding in FY10, which allows the County to defer $26 million in in-

Molor Pool 472980 = » . .

Rigk Mgt 23,990 creased trust coum]:.ium:.ms. A detailed breakdown of the Retiree Health

Central Duplicating 84,970 Benefit Trust contributions for tax supported agencies is displayed in

Participating Agency Contributions $B10,000 the table at left.

Total MCG Trust Contributions $19,700,000

Montgomery County Public Schools Trust Fund 18,300,000 )

Montgomery College Trust Fund 700,000 Retirement Plans:

Park and Planning Commission Trust Fund 1,944,100

Total Contributions/Assets Held in Trust ssoses100 | 1) The Retirement Savings Plan (RSP), a defined contribution plan,

was established for all new OPT/SLT (non-public safety) and
non-represented employees hired on or-after October 1, 1994. Eligible employees in the ERS are allowed to transfer to the
Retirement Savings Plan. Both full-time and part-time employees can participate. Under this plan, the County and employee
each make contributions at a set percentage of pay. These monies are deposited into investment vehicles of the employee’s
choosing designed to provide a retirement benefit directly to the employee.

2) The Employees Retirement System (ERS) consists of four plans including a Mandatory Integrated Retirement Plan, an
Optional Non-Integrated Retirement Plan, an Optional Integrated Plan, and a Guaranteed Retirement Income Plan.

3) The Guaranteed Retirement Income Plan (GRIP) is a Cash Balance Plan that is being offered in FY10 as a result of
negotiations between Montgomery County and UFCW Local 1994 MCGEO. Eligibility to participate has been passed
through to non-represented employees and participants of participating agencies. All full and part-time non-public safety
employees hired before January 1, 2009 enrolled in the RSP are eligible to make a one-time irrevocable election to transfer to
the GRIP by June 1, 2009. Eligible employees hired after January 1, 2009, have the option to participate in either the RSP or
the GRIP. As with the RSP, the County and employee each make contributions at a set percentage of pay. The salient feature
of the GRIP is that the plan provides guaranteed annual earnings of 7.25%, credited monthly.

Retirement Fund: The Board of Investment Trustees manages the assets of the ERS through its investment managers in ac-
cordance with the Board’s asset allocation strategy. The Board also administers the investrnent program for the Retirement
Savings Plan, the GRIP, and the Montgomery County Deferred Compensation Plan. The Montgomery County Union Em-
ployees Deferred Compensation Plan is administered by the three unions representing Montgomery County employees. The
Board currently consists of 13 trustees including: the Directors of Human Resources, Finance, Management and Budget, and
the Council Staff; one member recommended by each employee organization; one active employee not represented by an
employee organization; one retired employee; two members of the public recommended by the County Council; and two
members of the general public.

Change In Retirement System Membership: As indicated in the table “Retirement Funds: Enrollment and County Contri-
bution Rates” at the end of this narrative, the number of active non-public safety employees in the ERS declined, the number
of active public safety employees increased, and the number of employees in the RSP increased. O

Workforce/Compensation Workforce/Compensation  8-3




Funds for the County’s contribution to the ERS for each member employee are included in the appropriate County govern-
ment departmental budget or agency budget. Budgeted ERS contribution rates are displayed in the table “Retirement Funds:
Enrollment and Contribution Rates™ at the end of this narrative and are based on a 40-year funding schedule, with the excep-
tion of the additional costs from the FY09 Retirement Incentive Program (RIP) which are being amortized on a 10-year
schedule. The County uses multiple contribution rates designating the percentage of payroll for the various employee groups
to determine the retirement contribution. These rates are determined annually by an actuarial valuation.

County contributions are determined using actuanially sound assumptions to assure the financial health of the Fund. Factors
that affect the County’s contributions include the impact of compensation adjustments, increases in the size of the workforce,
investment returns, and collectively bargained benefit changes. The ERS contribution rates reflect projections of revenues and
expenses to the fund. Revenues include member contributions which are set at fixed percentages of salaries and investment
income which is driven by both eamings in the market and the size of the Fund balance invested.

Expenses of the Fund include pension payments which are affected by mandated cost-of-living increases and changes in the
number of retirees and survivors; administrative and operational expenses of the Fund managers and financial consultants; and
charges for services provided by County staff in the Board of Investment Trustees, Finance, and Human Resources.

The Executive and Municipal and County Government Employees Organization (MCGEQ), Local 1994, agreed to seek legis-

lation authorizing a retirement incentive program for FY10. Employees at normal retirement age or within two years of normal
retirement will be eligible to receive the $40,000 incentive. Similar to the program successfully implemented in FY 09, this in-

centive is intended to realize long term personnel cost savings, but it will also provide a mechanism to coordinate and manage

the significant number of position abolishments and reductions-in-force included in the recommended budget. The Executive’s
budget includes estimated savings of $1,011,260 in the Personnel Cost Savings NDA for this program.

COLLECTIVE BARGAINING

Fire and Rescue Bargaining Unit:

International Association of Fire Fighters, Local 1664: The current agreement expires June 30, 2011. The agreement’s salient
economic terms include:

< A general wage adjustment of 2.0 percent effective the first full pay period after July 1, 2008, 2.0 percent in January 2009,
4.0 percent in July 2009, and 3.5 percent in July 2010.

A new longevity adjustment at 28 years of service in July 2009, and an additional step on the salary schedule in July 2010.

A service increment of 3.5 percent for eligible employees.

New primary and backup scheduler differential in July 2008; and increase in hazardous materials, brcathing apparatus
technician certification, fire code, fire investigation, urban search and rescue, swift water rescue, and scheduler asszgnmcnt
pay, as well as an increase in ECC certification pay, in July 2009.

<+ Effective January 2009, County contribution for prescription insurance fixed to 80 percent of standard option (employee may
buy-up at their own cost), generics are restricted, incentives are established for mail order, and high option copayments
remain at $4/$8.

Expansion of the list of illnesses for which an employee is antomatically entitled to a service-connected disability retirement.
A %100 increase each year in tuition assistance.

Establishment of random drug testing.

Bottled water at each station and parking improvements at select stations are provided.

LR
. e o
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For FY 10, the Executive anticipates successful conclusion of negotiations with IAFF on wages, therefore, funding of the FY10
general wage adjustment is not included in the recommended budget. As a result, $4.7 million in increased costs are avoided.

Montgomery County Volunteer Fire and Rescue Association (MCVFRA): The current agreement expires June 30, 2011.
Thc salient economic terms of the agreement include:

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

Turn-out boots and gear bags provided to active members.

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

<+ Establishment of random drug testing.

‘0

*
L
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OPT/SLT Bargaining Units:

Municipal and County Government Employees Organization (MCGEO), United Food and Commercial Workers, Local

1994: The current agreements expire June 30, 2010. The agreement’s salient economic terms, including those negotiated thro

a reopener on health and pension issues, include: 2@
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A general wage adjustment of 4.0, 4.5, and 4.5 percent effective the first full pay period in July 2007, 2008, and 2009,

respectively.

A service increment of 3.5 percent for eligible employees.

<+ An increase from 2 percent to 3 percent in longevity increment for unit members at pay grade maximum and 20 years of
completed service effective January 2008.

2+ A $100 increase each year in tuition assistance.

< A wage increase for employees on the seasonal wage scale of $0.40 per hour in FY08 and $0.45 per hour in fiscal 2009 and
2010. :

<+ A 1.5 percent retention increment for Bus Operators afier four years completed service and an additional 1.5 percent
retention increment after six years of completed service effective January 2008.

< Implementation of a new salary schedule for Correctional Officers and adjustments to the Deputy Sheriffs salary schedule to
include Sergeants and a new step for Deputy Sheriff IIl and Sergeant.

<+ Increase evening shift differential $0.05 in FY08 and FY09; increase midnight shift differential $0.05 in fiscai 09; implement
the midnight shift differential for non-ECC Police Public Service Aides working the 8 pm to 6 am shift; increase advanced
multilingual differential $0.20 in FY08; and increase the field training differential $0.25 in FY08 and FY10.

<+ Implementation of a gainsharing program to encourage and promote new, innovative ideas, concepts and strategies to deliver
County services and products cost effectively.

%+ Effective January 2009, County contribution for prescription insurance fixed to 80 percent of standard option (employee may

buy-up at their own cost), generics are restricted, incentives are established for mail order, and high option copayments

remain at $4/88.

In the Group E retirement plan, the social security integration multiplier increased from 1.25 to 1.65 percent

Employer contribution increases from 6 to 8 percent in the Retirement Savings Plan in July 2008.

Guaranteed Retirerent Income Plan (“GRIP”) offered July 1, 2009, which ensures an investment return of 7.25 percent,

with a 6-month election period for employees hired on or after July 1, 2009.

*,
e
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For FY10, the Executive and MCGEO agreed to amend the existing agreement effective July 1, 2009. The following are the
salient economic terms contained in the amendments:

»

s,
*

FY10 general wage adjustment shall not be effective in FY10. Fiscal impact: $11.3 million cost increase avoided.
One-time credit of 60 hours of compensatory leave for all bargaining unit employees at pay grade maximum in FY 10. Fis-
cal Impact: No additional funding included in the recommended budget. The additional hours cannot be cashed out but
must be used as leave. Overtime costs may result due to minimum staffing requirements in certain operations.

% Retirement benefit calculation for bargaining unit members shall credit annual salary as if general wage adjustment had
been paid in FY10. Fiscal Impact: No additional funding included in the recommended budget. The FY10 retirement fund
contribution was calculated based on the actuarial valuation as of June 30, 2008, prior fo the execution of this agreement.

% Increase administrative leave bank for use by SLT and OPT Unit Council representatives by 160 hours and 140 hours re-

spectively. Fiscal Impact: No additional funding included in the recommended budget; however, additional paid leave has

an economic value and may have an impact on minirmm staffing requirements in certain operations.

*,
L3

Police Bargaining Unit:

Fraternal Order of Police Lodge 35: The current agreement expires June 30, 2010. The agreement’s salient economic terms,

including those negotiated through a reopener on health and pension issues, include:

% A $3,151 increase to Step 0, Year 1 of pay plan — maintaining exisfing structure, in July 2007; general wage adjustments of

4.0 percent in July 2008 and 4.25 percent in July 2009.

A service increment of 3.5 percent for eligible employees.

Increase in the clothing allowance each year,

A $100 increase each year in tuition assistance.

Increase in the shift differential each year.

Full implementation of the Single Officer Fleet Vehicle program by July 1, 2009 including video cameras.

Establish DROP prograrm; increase credited service to a maximum of 36 years, including sick leave credits; and establish

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

»  Effective January 2009, County contribution for prescription insurance fixed to 80 percent of standard option (employee may
buy-up at their own cost), generics are restricted, incentives are established for mail order, high option copayments are
increased to $5/$10.

*
L d
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For FY10, the Executive and FOP agreed to terminate the existing agreement effective June 30, 2009 and replace it with a suc-
cessor term agreemnent effective July 1, 2009 through June 30, 2011. The following are the successor agreement’s salient eco-

o (2
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FY10 general wage adjustment shall not be effective in FY10. Fiscal impact: $4.9 million cost increase avoided.

<+ Salary-based benefits shall not be diminished, and such benefits will be calculated as if the wage increase had been re-
ceived as scheduled. Fiscal Impact: No additional funding included in the recommended budget. The FY 10 group insur-
ance contribution was calculated based on the actuanial valuation as of June 30, 2008, prior to the execution of this
agreement.

+» Unit members will receive four personal days at the beginning of each leave year. It is understood the additional personal
leave will be used without additional personnel costs or the use of overtime to backfill unit members on leave. Fiscal Im-
pact: No additional funding included in the recommended budget. This is an increase of three personal leave days.

s Vehicles assigned to unit members who reside in Montgomery County or within 15 miles of the County's borders shall be
full-use vehicles. Fiscal Impact: Additional fuel and maintenance costs can be expected. A placeholder of $237,000 is in-
cluded in the Department of Police budget.

++ Retirement benefit calculation for bargaining unit members shall credit annual salary as if general wage adjustment had
been paid in FY10. Fiscal Impact: No additional funding included in the recommended budget. The FY 10 retirement fund
contribution was calculated based on the actuarial valuation as of June 30, 2008, prior to the execution of this agreement.

<+ Salary-based value of forfeited annual leave may be donated to the Montgomery County Law Enforcement Officers' Relief
Fund. Fiscal Impact: No additional funding included in the recommended budget. A fiscal impact may occur if an em-
ployee accepts a forfeiture of annual leave in lieu of suspension and elects to have the forfeited sum donated to the fund.

<* Reopener in November 2009 on wages, service increments, and other benefits to be effective July 1, 2010.

WORKFORCE ANALYSIS

Basis: Workforce Analysis has been performed on changes to tax supported and non-tax supported workyears (WYs) in the
Executive's Recommended FY 10 Operating Budget for the County government. Overall changes are calculated in comparison to
the Approved Personnel Complement for FY09, which began on July 1, 2008. Changes shown reflect such factors as the addition
of grant-funded positions; abolishments and creations to implement approved job sharing agreements; technical adjustments to
remove positions currently associated with “group positions” which can contain unlimited numbers of employees (temporary,
seasonal, or contractual), but are defined by the amount of service in terms of workyears that they are to provide; and other
miscellaneous changes. Changes recommended by the Executive for FY10 are in three categories: current year position changes
due to supplemental appropriations or other actions, new fiscal year position changes scheduled to take effect July 1, 2009, and
position changes scheduled for later in the fiscal year. In the latter case, the workyear change will be prorated for the portion of
the year it is recommended.

Summary: The recommended budget includes funding for 8,923 full-time positions, a net decrease of 115 from the approved
FY09 Personnel Complement of 9,038 full-time positions. Funding for 940 part-time positions is included, a net decrease of 163
positions from the approved FY09 Personnel Complement of 1,103 positions.

Tax supported workyears account for 82.9 percent of the County’s total workyears. Total tax supported workyears will decrease
1o 8,084.2 WYs in FY10, a decrease of 283.5 WY or 3.4 percent.

Total County government workyears will decrease to 9,734.2 WYs in FY10, a decrease of 298.9 WYs or 3.0 percent. When
measured relative to population, total workyears per thousand population has also decreased, from FY09 (10.47 compared to
10.08).

Of the County’s 8,084.2 tax supported workyears proposed for FY10, Public Safety departments account for 48.5 percent, or
3,920.4 workyears. Public Safety workyears will decrease by 67.9 workyears, or 1.7 percent from FY09 levels. Detailed below
are the significant net changes in the number of tax supported workyears in the FY 10 Recommended Budget.

Workforce Changes (Tax Supported) WYs

e DOT-Transit Services: route reductions, elimination of part-time bus operator positions, and pro- -42.0
gram reductions

o Public Libraries: elimination of vacant positions across branches 383

e Recreation: Teen Club Program, pool manager positions, and teen programs seasonal staff -28.0

o Health and Human Services: includes the addition of the Emergency Safety Net Program and the -26.4
elimination of the Assertive Community Treatment Team

e Police: elimination of several civilian administrative and sworn positions -28.6

e Fire and Rescue Services: the opening of the Milestone (East Germantown) Fire Station is offset by 9.7

the reduction in recruit classes Q \
<)
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m ONTGOMERY COUNTY. GOVERNMENT - MEDICAL PLAN ENROLLMENT, ACTIVE EMPLOYEES ...+ -
2008 2009 CHANGE

HEALTH PLAN EMP EMP+1 FAM TOTAL S%INSURED| EMP EMP+1 FAM TOTAL S%INSURED EMP EMP+1 FAM TOTAL %Dif
Carefirst POS 1,881 1,288 2234 5423 61.5% | 1,883 1,319 2289 5501 61.7% 21 55 78 0.3%
Carefirst POS Std 145 55 83 283 32% 162 75 96 333 3.7% 20 13 50 0.5%
Kaiser 521 230 404 1,155 13.1% 516 258 431 1,205 13.5% 28 27 50 0.4%
United Healthcare 599 451 810 1,960 22.2% 581 437 843 1,871 21.0% (14) (67) (89) -1.2%
Grand Total 8,821 8,910 80

RETIREMENT FUNDS: ENROLLMENT & COUNTY CONTRIBUTION RATES

Plans

Public Safety

Optional, Nonintegrated

Optional, Integrated

Mandatory Integrated
Subtotal Public Safety

Non-Public Safety

Optional, Nonintegrated

Optional, Integrated

Mandatory Integrated
Subtotal Non-Public Safety

Total ERS System Plans

Retirement Savings Plan

Employee Retirement System

Number Fiscal 2009 Number Fiscal 2010
Employees Contribution Employees Contribution
(711107) Rate (7/1108) Rate
20 80.21% 18 B80.12%
75 73.63% 62 78.33%
2,837 32.53% 2,885 33.29%
2,932 2,965
104 35.22% 71 39.40%
189 35.59% 125 42.30%
2,069 21.34% 1,899 22.41%
2,362 2,095
5,294 5,060
4,253 8.00% 4,746 8.00%

Number FYO09v.10
Employees Contribution
7107 v. 7/08 Rate

(2) -0.09%
(13) 4.70%
48 0.76%
33
(33) 4.18%
(64) 6.71%

(170) 1.07%
(267)
(234)
483 0.00%

MONTGOMERY COUNTY GOVERNMENT WORKFORCE CHANGE SUMMARY

COUNTY EXECUTIVE RECOMMENDED: FY10

POSITIONS WORKYEARS
Full Time Part Time Tax Supported Non-Tax Supp. TOTAL WYs
FY09 APPROVED COMPLEMENT 9,038 1,103 8,367.7 1,665.4 10,033.1
:FY‘ID RECOMMENDED COMPLEMENT 8,923 940 8,084.2 1,650.0 9,734.2
CHANGE IN WORKFORCE (GROSS) (115) (163) (283.5) (15.4) (298.9)
Percentage Change (1.3%) (14.8%) (3.4%) (0.9%) (3.0%)

(23)
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PROPOSED OPERATING B

UDGET DEFERRED COMPEN

ATION MANAGEMENT

ITEM FY08 ACT FY09 APPR FY09 EST FY10 REC $ Change % Change,|
|[ExPENSES
Salaries and Benefits 81,660 91,310 78,790 94,840 3,530 3.9%
Professional Services 4,480 6.870 5,800 5,900 (970) (14.1%)
Due Diligence/Education 1,460 3,500 1,500 1,000 (2,500) (71.4%)
Office Management 5,360 6,800 6,300 7.110 310 4.6%
Investment Management 26,710 17,000 20,300 20,900 3,900 22.9%
TOTAL EXPENSES $119,670 $125,480 $112,690 $129,750 $4,270 3.4%
Amounts shown above are not charged to the Deferred Compensation Plan trust but are instead appropriated and
charged to the General Fund Compensation and Employee Benefits Adjustments Non-Departmental Account.
PROPOSED OPERATING BUDGET RETIREE HEALTH BENEFIT TRUST
ITEM FY0B ACT FY09 APPR FY09 EST FY10 REC $ Change % Change
EXPENSES
Salaries and Benefits 0 0 30,000 68,710 37,710 -
Professional Services 0 0 0 75,000 75,000 -
Office Management 0 0 1,500 1,700 1,700 =
Investment Management 0 0 41,000 60,000 60,000 -
TOTAL EXPENSES $0 $0 $72,500 $205,410 $174,410 -

PROPOSED OPERATI

G BUDGET EMPLOYEES' RET

REMENT SYSTEM

FYO08 FY09 FY09 FY10 FY10 vs. FY09 Appr.
ITEM ACTUAL APPR EST REC $ A
REVENUE
County Contributions 117,686,380 | 110,000,000 110,000,000 | 115,000,000 5,000,000 4.5%
Employee Contributions 18,850,880 17,500,000 18,000,000 18,900,000 1,400,000 8.0%
Investment Income (68,895,930)| 243,000,000 | (415,000,000)| 170,000,000 (73,000,000) (30.0%)
Miscellaneous Income 1,756,770 800,000 0 720,000 (80,000)  (10.0%)
TOTAL REVENUE 69.398,100 | 371,300,000 | (287,000,000)| 304,620,000 (66,680,000) (18.0%)
[EXPENSES
OPERATING EXPENSES
Retirement Benefits 147,699,950 | 164,720,000 165,700,000 | 180,700,000 15,980,000 9.7%
Investment Management 14,606,890 11,055,000 9,448 000 11,666,400 611,400 5.5%
SUBTOTAL| 162,306,840 | 175,775,000 175,148,000 | 192,366,400 16,591,400 9.4%
ADMINISTRATIVE EXPENSES
Salaries and Benefits 1,310,790 1,363,050 1,342,430 1,498,980 135,930 10.0%
Professional Services 727 550 788,930 748,930 934,430 145,500 18.4%
Benefit Processing 460,350 375,000 375,000 375,000 0 0.0%
Due Diligence/Education 28,880 51,500 48,500 78,000 26,500 51.5%
Office Management 202,590 242,660 244,300 251,030 8,370 3.4%
SUBTOTAL 2,730,160 2,821,140 2,759,160 3,137,440 316,300 11.2%
TOTAL EXPENSES $165,037,000 | $178,596,140 | $177,907,160 | $195,503,840 | $16,907,700 9.5%
NET REVENUE ($95,638,900)| $192,703,860 | ($464,907,160)| $109,116,160 | ($83,587,700)  (43.4%)
PROPOSED OPERATING BUDGET RETIREMENT SAVINGS PLA
Change:
FYo08 FY09 FY09 FY10 FY10 vs. FY09 Appr.
ITEM ACTUAL APPR EST REC $ %
REVENUE
Investment Income 34,980 24,000 16,000 12,000 (12,000) (50.0%)
Miscellaneous Income 550,430 300,000 300,000 100,000 (200,000)  (66.7%)
TOTAL REVENUE 585,410 324,000 316,000 112,000 (212,000) (65.4%)
EXPENSES
OPERATING EXPENSES
Investment Management 26,710 17,000 20,300 20,900 3,900 22.9%
SUBTOTAL 26,710 17,000 20,300 20,900 3,900 22.9%
ADMINISTRATIVE EXPENSES
Salaries and Benefits 151,410 190,620 178,100 188,010 (2,610) (1.4%)
Professional Services 75,430 114,100 120,500 193,500 79,400 69.6%
Due Diligence/Education 1,700 4,500 2,500 2,000 (2,500) (55.6%)
Office Management 23,830 14,880 12,300 25,230 10,340 69.4%
SUBTOTAL 252,370 324,110 313,400 408,740 84,630 26.1%
TOTAL EXPENSES $279,080 $341,110 $333,700 $429,640 $88,530 26.0%
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 GENERAL SALARY SCHEDULE

FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009
PERFGRMANCE
LONGEVITY
GRADE MINIMUM MID-POINT MAXIMUM MAXIMUM*
5 $24,239 $30,842 $37,444 $38,193
6 $25,167 $32,085 $39,003 $39,784
7 $26,148 $33,410 340,672 $41,486
8 $27,165 $34,844 $42,522 $43,373
9 $28,238 $36,353 $44 468 $45,358
10 $29,371 $37,969 $46,567 $47,499
11 $30,558 $39,658 $48,758 $49,734
12 $31,797 $41,430 $51,062 $52,084
13 $33,107 $43,295 $53,483 $54,553
14 $34,484 $45,257 $56,030 $57,151
15 $35,923 $47,308 $58,693 $59,867
16 $37,457 $49,478 $61,498 $62,728
17 $39,157 $51,799 $64,441 $65,730
18 $40,952 $54,243 $67,533 $68,884
19 $42,883 $56,828 $70,773 $72,189
20 $44,900 $59,541 $74,181 $75,665
21 $47,028 $62,392 $77,756 $79,312
22 $49,253 $65,383 $81,513 $83,144
23 $51,598 368,531 $85,463 $87,173
24 $54,054 $71,825 $89,596 $91,388
25 $56,631 $75,288 $93,944 $95,823
26 $59,345 $78,929 $98,513 $100,484
27 $62,168 $82,739 $103,309 $105,376
28 $64,960 $86,652 $108,343 $110,510
29 $67,890 $90,759 $113,628 $115,901
30 $70,971 $95,077 $119,183 $121,567
31 $74,206 $99,608 $125,010 $127,511
32 $77,596 $103,216 $128,836 $131,413
33 $81,161 $106,913 $132,664 $135,318
34 $84,904 $110,700 $136,495 $139,225
35 $88,837 $114,580 $140,322 $143,129
36 $92,966 $118,560 $144 153 $147,037
37 $97,206 $122,637 $147,977 $150,937
38 $101,846 $126,614 $151,381 $154,409
39 $106,622 $130,116 $153,610 $156,683
40 $111,640 $133,739 $155,837 $158,954
*A one-time 2.0 percent performance-based longevity increment is provided to employees who have received
performance ratings of “exceptional” or "highly successful” for the two most recent consecutive years, are at
the top of their pay grade, and have 20 years completed service.

Workforce/Compensation
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MANAGEMENT LEADERSHIP SERVi_CE

SALARY SCHEDULE

FISCAL YEAR 2010

EFFECTIVE JULY 5, 2009

GRADE MLS LEVEL MINIMUM
M1 MANAGEMENT LEVEL | $84,407
M2  MANAGEMENT LEVEL !l $73,811
M3  MANAGEMENT LEVEL Ill $63,411

CONTROL

POINT MAXIMUM
$143,367 $149,917
$127,974 $133,992
$110,652 $115,901

MEDICAL DOCTORS

SALARY SCHEDULE
FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009
GRADE MEDICAL JOB CLASS MINIMUM MID-POINT MAXIMUM
MDI  MEDICAL DOCTOR | $94,692 $119,354 $144,015
MDIl  MEDICAL DOCTOR Il $104,160 $131,288 $158,416
MD Il MEDICAL DOCTOR Iii $114,575 $144,416 $174,256
MDIV  MEDICAL DOCTOR IV $126,033 $158,858 $191,682

MINIMUM WAGE / SEASONAL

SALARY SCHEDULE
FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009
MINIMUM MAXIMUM
GRADE ANNUAL HOURLY ANNUAL HOURLY

Grade $1 $14,560 $7.0000 $17,943 $8.6264
Grade S2 $16,322 $7.8471 $20,435 $9.8245
Grade S3 $18,378 $8.8351 $23,111 $11.11086
Grade S4 $20,435 $9.8245 $25,786 $12.3971
Grade S5 $23,180  $11.1442 $29,352 $14.1111
Grade S6 $28,666  $13.7817 $36,482 $17.5394
Grade S7 $34,236 $16.4596 $43,728 $21.0226
Grade S8 $39,987  $19.2245 $51,202 $24.6163

(3
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OFFICE, PROFESSIONAL & TECHNICAL BARGAINING UNIT

AND

SERVICE, LABOR & TRADES BARGAINING UNIT
SALARY SCHEDULE

GRADE MINIMUM
5 $24,239
6 $25,167
7 $26,148
8 $27,165
9 $28,238

10 $29.371
11 $30,558
12 $31,797
13 $33,107
14 $34,484
15 $35,923
16 $37,457
17 $39,157
18 $40,952
19 $42,883
20 $44,900
21 $47,028
22 $49,253
23 $51,598
24 $54,054
25 $56,631
26 $59,345
27 $62,168
28 $64,960

FISCAL YEAR 2010

EFFECTIVE JULY 5, 2009

MID-POINT

$30,842
$32,085
$33,410
$34,844
$36,353
$37,969
$39,658
$41,430
$43,295
$45,257
$47,308
$49,478
$51,799
$54,243
$56,828
$59,541
$62,392
$65,383
$68,531
$71,825
$75,288
$78,929
$82,739
$86,652

MAXIMUM

$37,444
$39,003
$40,672
$42,522
$44,468
$46,567
$48,758
$51,062
$53,483
$56,030
$58,693
$61,498
$64,441
$67,533
$70,773
$74,181
$77,756
$81,513
$85,463
$89,596
$93,044
$98,513
$103,309
$108,343

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

L1*
$38,568
$40,174
$41,893
$43,798
$45,803
$47,965
$50,221
$52,594
$55,088
$57,711
$60,454
$63,343
$66,375
$69,559
$72,897
$76,407
$80,089
$83,959
$88,027
$92,284
$96,763

$101,469

$106,409
$111,594

@"z’s
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SHERIFF MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2010

EFFECTIVE JULY 5, 2009

GRADE RANK MINIMUM MAXIMUM
D2 DEPUTY SHERIFF LIEUTENANT $60,460 394,571
D3  DEPUTY SHERIFF CAPTAIN $72,553 $114,215
D4 DEPUTY SHERIFF COLONEL $83,436 $131,762

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

LONGEVITY*

$97,409
$117,642
$135,715

DEPUTY SHERIFF
SALARY SCHEDULE
FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009
YEAR STEP Ds| DS 1l DS 1l

1 0 $43,642 $46,697 $49,966

2 1 $45,170 $48,332 $51,715

3 2 $46,751 $50,024 $53,526

4 3 $48,388 $51,775 $55,400

5 4 $50,082 $53,588 $57,339

6 5 $51,835 $55,464 $59,346

7 6 $53,650 $57,406 $61,424

8 7 $55,528 $59,416 $63,574

9 8 $57,472 $61,496 $65,800
10 9 $59,484 $63,649 $68,103
11 10 $65,877 $70,487
12 1" $68,183 $72,955
13 12 $75,509
14 - 20 13 $78,152
21+ 11 $61,269 $70,229 $80,497

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

SGT
$54,963
$56,887
$58,879
$60,940
$63,073
$65,281
$67,566
$69,931
$72,379
$74,913
$77,535
$80,249
$83,058
$85,966

$88,545

(o
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FIRE/RESCUE MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2010

EFFECTIVE JULY 5, 2009

GRADE RANK MINIMUM MAXIMUM LONGEVITY*
B3 FIRE/RESCUE BATTALION CHIEF $70,212 $116,680 $120,764
B4 FIRE/RESCUE ASSISTANT CHIEF $76,675 $128,339 $132,831
B6 FIRE/RESCUE DIVISION CHIEF $87,647 $145,517 $150,611

* Completion of 20 years of service.

FIRE/RESCUE BARGAINING UNIT

SALARY SCHEDULE
FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009
F1 F2 F3 F4 B1 B2
FIRE FIGHTER FIRE FIGHTER FIRE FIGHTER MASTER FIRE FIRE/RESCUE FIRE/RESCUE
GRADE RESCUER] RESCUER Il RESCUER il FIGHTER RESCUER LIEUTENANT CAPTAIN
A $41,613 $43,694 $45,879 $50,467 $55,519 $62,605
B $43,070 $45,224 $47,485 $52,234 $57,463 $64,797
Cc $44,578 $46,807 $49,147 $54,063 $59,475 $67,065
D $46,139 $48,446 $50,868 $55,956 $61,557 $69,413
E $47,754 $50,142 $52,649 $57,915 $63,712 $71,843
F $49,426 $51,897 $54,492 $59,943 $65,842 $74,358
G $51,156 $53,714 $56,400 $62,042 $68,250 $76,961
H $52,947 $55,594 $58,374 $64,214 $70,639 $79,655
| $54,801 $57,540 $60,418 $66,462 $73,112 $82,443
J $56.,720 $59,554 $62,533 $68,789 $75,671 $85,329
K $58,706 $61,639 $64,722 $71,197 $78,320 $88,316
L $60,761 $63,797 $66,988 $73,689 $81,062 $91,408
M $62,888 $66,030 $69,333 $76,269 $83,900 $94,608
N $65,080 $68,342 $71,760 $78,939 $86,837 $97,920
(o] $67,369 $70,734 $74,272 $81,702 $89,877 $101,348
LS* $69,727 $73,210 $76,872 $84,562 $93,023 $104,896
* Completion of 20 years of service.

(29)
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POLICE MANAGEMENT

SALARY SCHEDULE

FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009

* Completion of 20 years of service.

GRADE RANK MINIMUM MAXIMUM
A2  POLICE LIEUTENANT $74,352 $111,992
A3  POLICE CAPTAIN $84,677 $127,934

LONGEVITY*

$115,912
$132,412

POLICE BARGAINING UNIT

SALARY SCHEDULE

FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009

STEP YEAR PO I PO Il PO Il
$46,972 $49,321 $51,788
$48,617 $51,048 $53,601
$50,319  $52,835 $55,478
$52,081 $54,685 $57,420
$53,904 $56,599 $59,430
$55,791 $58,580 $61,511
$57,744 $60,631 $63,664
$59,766 $62,754 $65,893
$61,858 $64,951 $68,200
$64,024 $67,225 $70,587
$66,265 $69,578 $73,058
$68,585 $72,014 $75,616
$70,986 $74,535 $78,263
$73,471 $77,144 $81,003
14 15-20 $76,043 $79,845 $83,839

[ R -

PR AW NOON R WN 2O
- ek ek b

AR AN G A WN S

L1* 21+ $78,705 $82,640 $86,774

* Completion of 20 years of service.

MPO
$54,378
$56,282
$58,252
$60,291
$62,402
$64,587
$66,848
$69,188
$71,610
$74 117
$76,712
$79,397
$82,176
$85,053
$88,030

$91,112

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

$100,221

(3
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CORRECTIONAL MANAGEMENT

SALARY SCHEDULE

GRADE RANK

C1 CORRECTIONAL SHIFT COMMANDER (LT)
C2 CORRECTIONAL TEAM LEADER (CAPT)

FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009

MINIMUM  MAXIMUM LONGEVITY*
$56,914 $92,136 $94,901
$62,606 $101,350 $104,391

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

CORRECTIONAL OFFICER

SALARY SCHEDULE

FISCAL YEAR 2010
EFFECTIVE JULY 5, 2009

con
$42,565
$44,055
$45,597
$47,193
$48,845
$50,555
$52,325
$54,157
$56,053
$58,015
$60,046
$62,148
$64,324

$66,254

cou
$46,822
$48,461
$50,158
$51,914
$53,731
$55,612
$57,559
$59,574
$61,660
$63,819
$66,053
$68,365
$70,758

$72,881

STEP YEAR coi

1 0 $40,538
2 1 $41,957
3 2 $43,426
4 3 $44,946
5 = $46,520
6 5 $48,149
7 6 $49,835
8 7 $51,580
9 8 $53,386
10 9 $55,255
1 10 $57,189
12 1 $59,191
13 12

14 13

15 14 - 20

L1* 21+ $60,967

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

SGT
$51,739
$53,550
$55,425
$57,365
$59,373
$61,452
$63,603
$65,830
$68,135
$70,520
$72,989
$75,544
$78,189
$80,926
$83,759

$86,272

(3D
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TOTAL COUNTY COST OF EMPLOYEE BENEFITS

SOCIAL GROUP

DEPARTMENT .. SECURITY.© INSURANCE _RETIREMENT

General Fund Tax Supported

Legislative
Board of Appeals 34,190 26,170 56,110 116,470
County Council 472,840 658,260 784,760 1,915,860
Inspector General 31,780 30,670 34,760 97,210
Legislative Oversight 63,380 137,590 146,820 347,790
Merit System Protection Board 7,990 16,630 11,020 35,640
People's Counsel 12,430 1,500 34,530 48,460
Zoning & Administrative Hearings 26,430 13,120 30,850 70,400
Judicial
Circuit Court 457,710 702,550 833,460 1,993,720
State's Attorney 674,860 934,160 1,129,410 2,738,430
General Government
Board of Elections 145,980 212,720 172,670 531,370
Commission for Women 59,000 75,810 113,690 248,500
County Attorney 242,190 214,610 547,710 1,004,510
County Executive 294,150 444 930 501,100 1,240,180
Ethics Commission 14,260 21,880 47,790 83,930
Finance 466,230 885,260 868,910 2,220,400
General Services 817,320 1,766,050 1,666,810 4,250,180
Human Resources 293,790 393,080 458,940 1,145,810
Human Rights 111,650 165,580 252,640 529,870
Intergovernmental Relations 39,510 36,030 72,710 148,250
Management and Budget 199,380 285,490 332,300 817,170
Public Information 54,930 55,840 172,140 282,910
Regional Services Centers 166,090 254 990 398,330 819,410
Technology Services 1,002,950 1,433,350 1,679,630 4,115,930
Public Safety
Consumer Protection 120,170 193,320 371,060 684,550
Correction and Rehabilitation 3,042,170 5,747,990 9,592,530 18,382,690
Emergency Management and Homeland Security 56,930 103,230 134,060 294,220
Police 10,353,720 19,436,290 35,714,360 65,504,370
Sheriff 958,350 1,796,940 3,029,870 5,785,160
Transportation
Transportation 1,298,340 3,223,120 2,883,530 7,404,990
Health and Human Services
Health and Human Services 6,030,660 11,411,440 10,337,290 27,779,390
Culture and Recreation
Public Libraries 1,663,640 3,418,830 3,285,260 8,367,730
Community Development and Housing
Economic Development 269,640 441,460 362,820 1,073,920
Housing and Community Affairs 233,800 465,870 578,470 1,278,140
Environment
Environmental Protection 120,580 225,470 227,840 573,890
NDA - Climate Change Implementation 1,680 9,320 1,760 12,760
Other County Government Functions
NDA - Compensation and Employee Benefits Adjustment 5,430 6,250 6,580 18,260
NDA - Conference Center 6,280 10,280 6,560 23,120
NDA - Judges Retirement Contribution 0 0 3,740 3,740
NDA - State Positions Supplement 5,590 7,930 14,340 27,860
Total General Fund Tax Supported 29,856,020 55,264,010 76,897,160 162,017,190 @
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TOTAL COUNTY COST OF EMPLOYEE B

SOCIAL
SECURITY -

Special Funds Tax Supported

GROUP

INSURANCE - RETIREMENT

ENEFITS

TOTAL

Economic Development 7,760 16,000 8,120 31,880
Fire 8,112,870 15,055,480 31,869,680 55,038,030
Mass Transit 3,229,700 7,067,160 4,611,200 14,908,060
Recreation 1,197,780 1,160,660 1,462,860 3,821,300
Urban District - Bethesda 3,930 4,220 4,100 12,250
Urban District - Silver Spiing 109,450 192,610 105,070 407,130
Urban District - Wheaion 70,440 128,890 67,150 266,480
Total Special Funds Tax Supported 12,731,930 23,625,020 38,128,180 74,485,130
Total Tax Supported 42,587,950 78,889,030 115,025,340 236,502,320
Specia! Funds Non-Tax Supported
Grant Fund - MCG 2,856,680 5,663,330 4,162,870 12,682,880
Cable Television 133,290 227,780 170,810 531,880
Montgomery Housing Initiative 67,530 141,010 147,290 355,830
Water Quality Protection Fund 191,110 315,360 272,490 778,960
Total Special Funds Non-Tax Supported 3,248,610 6,347,480 4,753,460 14,349,550
Enterprise Fund Non-Tax Supported
Community Use of Public Facilities 123,470 245,880 215,570 584,920
Liquor Control 1,350,230 2,810,590 2,043,680 6,204,500
Parking District - Bethesda 113,540 185,890 201,490 500,920
Parking District - Montgomery Hills 2,100 3,750 3,580 9,430
Parking District - Silver Spring 121,600 196,710 201,080 519,390
Parking District - Wheaton - 17,740 32,880 32,870 83,490
Permitting Services 1,173,350 1,986,440 2,624,480 5,784,270
Solid Waste Collection 64,240 108,480 109,310 282,030
Solid Waste Disposal 510,300 996,550 850,130 2,356,980
Vacuum Leaf Collection 193,930 374,020 289,630 857,580
Total Enterprise Fund Non-Tax Supported 3,670,500 6,941,190 6,571,820 17,183,510
Total Non-Tax Supported 6,919,110 13,288,670 11,325,280 31,533,060
Internal Service Funds :
Employee Heailth Benefit Self Insurance Fund 71,980 126,070 91,730 289,780
Motor Pool 1,052,650 2,257,750 1,677,650 4,888,050
Printing & Mail 135,910 237,240 298,740 671,890
Self Insurance 231,510 352,430 366,890 950,830
Total Internal Service Funds 1,492,050 2,973,490 2,335,010 6,800,550

(3
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Judges Retirement Contributions

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

The Circuit Court pension is calculated at one percent of the net supplement paid by the County to the salaries of the Circuit Court
Judges as of May 31, 1968, multiplied by the number of years of active service as a Judge (up to a maximum of 20 years). The

surviving spouse receives one-half of the pension to which the Judge would have been entitled. The benefits are authorized in
Section 12-10 of the Montgomery County Code.

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

FY10 Recommended Changes - Expenditures WYs
FY09 Approved 3,740 0.0
FY10 CE Recommended o 3,740 0.0

Productivity Enhancements and Personnel Cost Savings
The approved budget assumes implementation of a Retirement Incentive Program to generate savings of $1,011,260.

FY10 Recommended Changes

Expenditures WYs

FY09 Approved -13,000,000 0.0
Increase Cost: Replace One-time Expenditure Reductions 7,191,080 0.0
Shift: Technical Adjustment for Permanent Savings from FY09 Retirement Incentive Program (RIP) 5,808,920 0.0
Decrease Cost: Savings from the FY 10 Retiremnent Incentive Program (RIP) -1,011,260 0.0
FY10 CE Recommended i -1,011,260 0.0

Retiree Health Benefits Trust

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

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

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

For FY09, the ARC has been recalculated and is now estimated at $250 million. This amount consists of two pieces — the annual
amount the County would usually pay out for health benefits for current retirees (the pay as you go amount), plus the additional
amount estimated as needed to fund retirees’ future health benefits (the pre-funding portion). The pay as you go amount can be
reasonably projected based on known facts about current retirees, and the pre-funding portion is estimated on an actuarial basis. For
FY09, a ramp-up period of eight years was assumed, up from the five year phase-in that was planned in FY08. Because of the
County’s fiscal situation, the Executive recommends level funding in FY10, which allows the County to defer $26 million in
increased trust contributions.

FY10 Recommended Changes Expenditures WYs
FYO? Approved 16,391,930 0.0
| FY10 CE Recommended 16,391,930 0.0




State Positions Supplement

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

of the Maryland Appellate Court and for certain employees in the Office of Child Care Licensing and Regulation in the Maryland
State Department of Human Resources. ’

FY10 Recommended Changes
FY09 Approved

Expenditures

e ] 144,950
Decrease Cost: Group Insurance Adjusiment -10 0.0
Increase Cost: Annualization of FY09 Personnel Costs -44,000 0.0
FY10 CE Recommended - o ] - 100,940 0.0

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

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

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

FY10 Recommended Changes Expenditures

FY09 Approved

Increase Cost: Amortized amount owed 1o the State Retirement based on actuarial cost to the plan.
FY10 CE Recommended

934,920
46,560 0.0
981,480 0.0




Compensation and Employee Benefits Adjustments

This NDA contains a General Fund ($1,268,370) and a Grant Fund ($67,520) appropriation, and provides funding for certain
personnel costs related to adjustments in employee and retiree benefits, pay-for-performance awards for employees in the
Management Leadership Service and non-represented employees, deferred compensation management, and unemployment insurance.

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

Deferred Compensation Management: These costs are for management expenses required for administration of the County’s
Deferred Compensation program. Management expenses include legal and consulting fees, office supplies, printing and postage, and
County staff support.

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

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

FY10 Recommended Changes Expenditures WYs
t FY09 Approved L 3,432,070 1.6
Increase Cost: Adminisiration of the ePerform Employee Evaluation System 26,430 0.0
Increase Cost: Deferred Compensation Management 3,170 0.0

| Increase Cost: Service Increment 880 0.0
| Increase Cost: Printing and Mail Adjustments 140 0.0
| Increase Cost: Group Insurance Adjustment 80 0.0
Decrease Cost: Grant Funding for MLS Pay for Performance -151,120 0.0

" Eliminate; General Fund Non-represented Employee Pay for Performance Program in FY10 -809,420 0.0
Decrease Cost: General Fund MLS Pay for Performance -1,166,340 0.0

FY10 CE Recommended 1,335,890 1.6 |

Group Insurance for Retirees

Group insurance is provided to an estimated 4,500 retired County employees and survivors, as well as retirees of participating
outside agencies. Employees hired before January 1, 1987. are eligible upon retirement to pay 20 percent of the premium for health
and life insurance for the same number of years (after retirement) that they were eligible to participate in the group insurance plan as
an active employee. The County government pays the remaining 80 percent of the premium. Thereafter, these retirees pay 100
percent of the premium. Employees hired before January 1, 1987, are also offered the option at retirement to convert from the 20/80
arrangement 1o a lifetime cost sharing option.

Employees hired after January 1, 1987, are eligible upon retirement for a lifetime cost sharing option under which the County pays
70 percent of the premium and the retiree pays 30 percent of the premium for life for retirees who were eligible to participate in the
County group insurance plan for 15 or more years as active employees. Minimum participation eligibility of five years as an active
employee is necessary to be eligible for the lifetime plan. The County will pay 50 percent of the premium for retirees with five years
of participation as an active employee. The County contribution to the payment of the premium increases by two percent for each
additional year of participation up to the 70 percent maximum,

On March 3, 2002, the County Council approved a one-time opportunity for retirees still under the 20/80 arrangement with an
expiration date to elect the lifetime cost sharing arrangement. The new percentage paid by the County for those electing this
arrangement ranges from 50 percent to 68 percent, depending upon years of active eligibility under the plan and years since
retirement. The cost sharing election process has been completed.

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

FY10 Recommended Changes Expenditures WYs
|_FY09 Approved 26,039,330 0.0 |
I_FY10 CE Recommended 26,039,330 00

()
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$40,000 Incentive Payment, Early Penalty Waived

Assumptions:

Applies to Groups A, E, and H
Retirement Effective June 1, 2009
Retiree Salary and Benefits $88,883
Cost amortized over 10 years

135 people retire

Replacement Salary and Benefits - $83,377

Scenario 1 - No Positions Abolished

FY20125

Y2201 35

Y2014

Salary and Benefits Savings

($11,999,3086)

($11,999,306)

($11,999,306)

($11,999,306)

($11,999,306)

($11,999,308)

Normal Pension Cost Savings ($1.042.000)| ($1.042,000)| ($1.042000)| ($1.042000)] ($1.042,000)] ($1,042,000)
Gross Savings ($13,041,308)| ($13,041,308)| ($13.041,306)| ($13,041,306)|($13,041,306)| ($13,041,306)
Amortized Pension Cost $0 $2,308,000 $2,308,000 $2,308,000 $2,308,000 $2,308,000
New Hire Salary and Benefits (135 filled) $10,391,391 | $11,336,887 | $11,336,887 | $11,336,887 | $11,336,887 | $11,336,887
OPEB ARC Increase $0 $384,750 $384,750 $384.750 $384,750 $384,750
Gross Cost $10,391,391 | $14,029,637 | $14,029,637 | $14,029,637 | $14,029,637 | $14,029,637
Cost/(Savings) ($2.649,915) $988,331 $988,331 $988,331 $988,331 $988,331
Note: Actuarial Accrued Liability Increases by: $ 16,700,000

Scenario 2 - 10% of Positions Abolished

FY:201070)

LEREY 20190

Salary and Benefits Savings
Normal Pension Cost Savings
Gross Savings

($11,999,306)

($1,042.000)
($13,041,308)

($11,999,306)

($1.042,000)
($13,041,308)

SLEV201240

s

Y2013

ZHEY20147

aEEYE20160 5

($11,999,306)

($1.042,000)
($13,041,306)

($11,999,306)

($1,042,000)
($13,041,306)

($11,999,308)
($1,042,000)

($11,999,306)
($1,042,000)

($13,041,306)

($13,041,308)

Amortized Pension Cost $0| $2,308,000| $2,308,000| $2,308,000| $2,308,000| $2,308,000
New Hire Salary and Benefits (121 filled) $9,313,765 | $10,161,210 | $10,161,210 $10,161,210 | $10,161,210 $10,161,210
OPEB ARC Increase 30 $384,750 $384,750 $384,750 $384,750 $384,750
Gross Cost $9,313,765 | $12,853,960 | $12,853,960 | $12,853,960 | $12,853,860 $12,853,960
Cost/(Savings) ($3,727,541)|  (3187,346)|  ($187,346) ($187.346)|  ($187,346) ($187,346)
Note: Actuarial Accrued Liability Increases by: $16,700,000
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DATE:

TO:

FROM:

SUBJECT:

April 13, 2009

Management and Fiscal Policy Committee

Comments on the OPEB Plans

MEMORANDUM

Thomas Lowman, Bolton Partners, Inc. /r’ L.f-

This memo is an update to our prior memos dating back to 2006. In this memo we have focused
on just a few areas:

1.

Lessons to date from the experience of other jurisdictions plus pension fund investment

losses; and

2. Status of options for limiting liability.

1. Lessons to Date from the Experience of Other Jurisdictions

In our prior memo we discussed changes in benefits in St. Mary’s County, Baltimore County and
Frederick County. We now add the following recent changes announced by Howard County

Government and Schools:
1.

2.
3.

Increased minimum years of service to 15 (some grandfathering) before being eligible for

a benefit

Allowed retirees who opt-out of the plan to later opt-in

Employer share no longer based on highest cost plan

Lowered Employer Subsidy percentage as follows:

Yearsof | 0 [ 17 | 1o 13| 14 15| 20 | 25 | 30
Service
County: Old | 50% | 50% | 50% | 50% | 50% | 50% 75% | 90% | 100%
New 50% | 75% | 90%
"Schools: Old | 50% | 55% | 60% | 65% | 70% | 75% | 90% | 90% | 100%
| New 50% | 75% | 90%

As we noted previously, state wide the overall pace of change when measured over the last 12
months seems slow. Given the importance to retirees and the unions, this is understandable.

-1-

(D
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We are also just starting to see how the counties are doing staying with their funding plans:

1. Baltimore County contributed more than their full expense (ARC) to a trust in the initial
years but is now contributing less than the ARC.

2. Anne Arundel County never set up a trust. Money set aside was revocable and may be
used for other purposes in FY10.

3. St. Mary’s County is contributing the full ARC.
4. Cecil County is contributing more than their ARC.

We noted in our last memo that some trends related to the recession will take time to evolve and
the pension funding problems (not OPEB) are of primary concern. Most public pension plans in
Maryland complete annual valuations on June 30", FYO09 investment losses are likely to be in
the 20% to 25% range when the next valuation is completed (generally to determine the
contribution for FY11). A plan that was 100% funded might now be 75% funded. Over the next
five years (FY11-FY15) contribution rates may increase by 50% to 100% (e.g. from 10% to
15%-20% of payroll). Cutting pension benefits is more difficult than health benefits because of
contractual requirements. Funding pensions is generally viewed as more important than retiree
health insurance due to (1) longer history of funding and (2) contractual promises. A surprising
number of State plans (44%) had not contributed their full ARC in 2006'. We expect that this
number will increase. All of this boils down to being prepared for serious contribution increases
and deciding if this means higher taxes or benefit cuts.

The problem with finding money to fund OPEB promises or cutting benefits exists across the
country. Not all state and counties offer the same level of benefits, so there are areas where the
problem is larger (e.g. Maryland) than others (e.g. Virginia). Reports of problems come from
California, Hawaii, Nevada and even the United Nations.

' Based on May 2008 paper by Alicia Munnell at Boston College.
= Dis

@
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2

Status of Review of Options for Limiting Liability

The following are five comments from our prior memos:

1)

2)

3)

4

5)

“Deciding how to limit liability is not easy and as is stated in the Work Group’s November
memo ‘it boils down to either reducing benefits or requiring retirees to pay a larger portion of
their benefit cost’. This usually means that the needs of unions (their membership) and
retirees must be considered along with those of the taxpayers.”

“Since complying with GASB45, only limited benefit changes have been made by the
County and its agencies.”

The County established a “Post-Employment Group Insurance Committee” that will report
back in September 2009,

The Council might consider the following possibilities:

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

1) Provide a common plan design and suggest that all agencies and unions work toward this
design. This “common” design might be different for existing employees vs. new hires.
If this approach is taken, the Council might wish to get fiscal impact information from the
agencies’ actuaries. For a variety of reasons this would be the more difficult of the two
options.

“We assume that fiscal constraints are even tighter now than they were in the past. With
anticipated higher pension costs and revenue shortfalls, the reality for many counties will be
that funding for pensions and OPEB will limit what can be spent for salaries unless a new
balance in pay vs. benefits is decided upon. We encourage the Council o provide guidance.”

What has changed since writing these comments? We assume that tax revenue projections are
down. Pension funds lost even more money and costs will rise. Some OPEB cost projections
have improved. Often personnel costs are looked at on a combined basis including pay
increases, pension cost and health insurance cost. We would encourage the Council to ask for an
updated pension cost projection for FY11-FY15 to understand the true size of the future cost of
benefits.

@)
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During a recent audiocast” 1 heard the term “Asymmetric Risk and Reward Model” to describe
this situation. The concept was that in good times benefits were increased and usually
appropriately funded. However, in bad times benefits were seldom cut and funding often
suffered. Along this line, we understand that the Executive recommends no change in the FY10
budget request for the agencies” OPEB trusts. This means that the funding would stay at $40.6
million, and fall short of the full expense (ARC) by more than was planned”.

The County needs to ask if the nature of this recession is such that under funding is temporary.
Unions need to realize that paying less than the full expense (ARC) for the pension plan or
retiree health care will put future benefits at risk and that a cut later will be set in motion b;
under funding today. Taxpayers will question even more the benefits being provided .
Regardless of the answer to whether there is a temporary need to reduce funding, this means that
the need to cut benefits or pay is even greater if you don’t have the money to fund the benefits.
For me the priorities of what to protect are: #1 jobs, #2 pensions, #3 pay raises and #4 OPEB°.
My order might not be the same as your order or the unions’ order and certainly some level of
funding of all four categories is appropriate. [ have left out taxes (increases) and employee
health care from this list since I did not want to suggest where they fit.

None of this is easy.

% April 8, 2009 Conference of Consulting Actuaries audiocast: “Public Plans Funding and Governance”

? Falling behind will bring into question the interest (discount rate) that can be used to determine the OPEB expense.
It is likely that the rate will need to drop, the expense will increase materially and a larger Net OPEB Obligation be
booked.

“ Some of this I would view as unfair since the issue may be more one of the private sector not providing adequate
benefits. This is partly driven by accounting differences. However, as the separation in relative benefits increases,
the reaction will grow.

% The order between #3 and #4 is influenced in part by the need to keep pay competitive and the presence of

Medicare at age 65.
sl .
G

Bolton Partners, Inc.



7

%0'S %06 %05 %0'S _1%0°¢ %06 %ELL STYNLIANIdXI 4O % SV IONVIVE ONIANT
008'986'¢L | 0£2'€82'ZL 0££'685 L1 0z9'/€£5'01L 0294456 0r0'S1L'8 0982164 (S3¥N1IANIdX3 40 %S) IDNVIVE ANNS 13OuVL
018'986'L  00L'€EL'ZL  0L9'6BS'LL  069°LEG'OL Ov9'LLS'6 oLs‘zeL's _0g6’08Y’L2 3ONVIVE ONIONI
0Z4'GEL 6L 5 0LE'GL9'PST | OLS'PLL'LET | 06¥'TSL'OLT | 06¥'CSS'L6L | OZ8'OOE'VLL | Ov1i'ZSE'RSL STANLIANIIXI TVLOL |
051’018’z 0££'99'C |"068'878'Z 0LG'LZ¥'T loLe'lLez 0Z8'10Z'Z 081'894°L sestiadya asnoy-u|
OvL'88Z'C 049'681'C 008'v60'Z 0L8'€00'Z 0Z9'vL6'L 0LL'€€8’L 0LE'LSL'L sea.lia)y
05P'9L5'Y 068'8LEY oro‘osL'y o/8'0L0’y | 09¥'LER'E 0ZL'9L9'E 0seLZSE aMpPY
061'698'9 | 095'895'9 ory'sez’9 orL'yL0'9 | 080°9¥L'S | 068°805'G 092'2LZ'S UOoI{DSILTWPY 310D
019'889' | ore'ove’z | 065'80Y'Z 086'0BZ'C | 05Z'691°C | 062'290'z Q£6'656'L seviley
086°ELY'OT | 0E£9'9ZP'YZ | 0LL'TVPS'TT | 0Z9'LLL°0T | OPS'LOL'6L | 09€°EEL'LL 0Z9°'00%'91 seAldY
009'z91'6Z | 0L6'TL6'9T | P9E'LS6'PT | 009'8S0'EZ | 06L'0EE'LT 059'G6L'61 055'09€'81 sesuadxy wnjwsig
0zr'LP0'98 | 098'98L'/2 | 098'8L1°0L | 0LL'8EE'E9 | QL'ELL'LS _ 0£2'097°LS 0L9'G0E9Y sev.liey
095'958'PSL | 0§9'0LL'0FL | OZO'0SL'LTL | OLY'ELE'SLL | 0§6'670SOL 069'EEE'GH 086'6¥¥'98 SBALY
086'L68'0YZ | OLS'LSP'BLZ | 088'8BZ&'L6L | OF9'LSZ'6LL [ OLLEQL'ZIL _ 09v'véL'9YL | 059'ssLTel pesnsu[-f[eg i5js0D sWip[y
_ SIUNLIANIAXT

0£L'zz/'e6T | 0£0°60¢'£9Z | 0vZ'00E’erZ | 08106Z°LZZ | OEL'OEL'LOZ 0€£’€80'€8L | 020'808781 318Y1IVAY SONNL VLOL

m | _ (00000521 GNN4 TVAINIO 3HL OL ¥FASNVAL)
0807686082 | 00¥'€28'6GZ | 066'29L'ZET | ovS'ZLLILlZ | 0z9'LvE'TAL 007 ZEL 801 | 06579y iS1 52 T VIOL
095'89¥ | 0SL'v6E | 00¥'Pze 014'892 | oc0'8s 1 or8’sé 00L'e0l BWODU| jUBLLjseAU|
0L9'8EL'LY | OLS'TTY'CY | 08B'TLP'6E | 08Y'GLB'SE | OLB'¥BS'ZE | 0£€'6£0°97 0EE'6€0'9Z VN 8>UDinsu| ea.yay isuoynquyue) wniwelg
098'L8L'ZET | 0B0'900°ZLZ | 0LZ'696'T61 | 0S€'B9GGLL | 08709651 0€T'L66'LY L ozL'zze'lel suoHNqLIUOD WniLa.d

1

|

SINNIATY

00L'EEL'TL

0£9685"L |

069°LES'OL . |

0¥9'LLG'6

015'284'8

0£4°05¥' /T
OLAd

0TS EVE'RL
6074

JONYIVE ONINNIDIE

GLAS
= papaload

ELAd

SiLAd LLAd.~ papaloag
- papaloag ;

pLA

= papaload - ajbunysy

= papaload

$s Pl el . e, FREL sl - _ _ i NOILO3Irodd TvISId m_.-c__.?_._._____

- papaloag

aNN4d ADNVHASNI 4TS SLI43INIE HLTVIH 33A01dINT



EMPLOYEE HEALTH BENEFIT SELF INSURANCE FUND

EXPENDITURES
___Salaries and Wages 448,483 1,011,420 827,280 956,860 -5.4%
Employee Benefits 236,806 314,850 234,670 289,780 -B.0%,
'—_Eiployee Health Benefit Self Insurance Fund Pers.Costs 685,289 1,326,270 1,061,950 1,246,640 -6.0%
| Operating Expenses 145,279,961 160,949,920 157,295,190 173,054,180 7.5%
Capital Outlay 0 0 0 0 —|
| Employee Health Benefit Self Insurance Fund Exp. 145,965,250 162,276,190 158,357,140 174,300,820 7._4;%\
PERSONNEL
| Full-Time 0 0 0 0 —
Pari-Time 0 0 0 0 —]
Workyears 11.0 12.2 12.2 1.8 -3.3%|
| REVENUES
Self Insurance Employee Health Income 150,625,670 157,327,120 157,361,450 168,036,560 6.3%‘
| Investment Income 1,368,150 369,180 103,100 95,840  -74.0%!

f Emgloﬁe Health Benefit Self Insurance Fund Revenvesl5 1,9935820 157,696,300 157,464,550 168,132,400 6.6%

FY09 ORIGINAL APPROPRIATION

Other Adjustments (with no service impacis)

Information Management]

Technical Adj: Technical Adjustment
Increase Cost: Annualization of FY09 Personnel Costs

FY10 RECOMMENDED:

Increase Cost: Annualization of FY09 Lapsed Positions [Benefits and Information Management]
Increase Cost: Service Increment [Benefits and Information Management]

Increase Cost: Refirament Adjustment [Benefits and Information Management]
Increase Cost: Group Insurance Adjustment [Benefits and Information Management]
increase Cost: Printing and Mail Adjustments [Benefits and Information Management)

162,276,190

Increase Cost: Increase in Estimated Claims Costs and Carrier Administration Charges [Benefits and

12,103,000

9,040
6,170
2,910
1,390
1,260

0

99,140

174,300,820

m

EMPLOYEE HEALTH BENEFIT SELF INSURANCE FUND

12.2

0.0

0.1
0.0
0.0

0.0
-0.5
0.0

11.8




Salary Schedule No Rate Pay Grade 000

. "‘E : — 0 .. . o Ty g‘%
B Awards and Special Compensation Tracking System - [
?a ichn o : . : : Be : ST e Lkt I AR G g‘
County Awards Summary (FY2008)
Reported on 04/13/2009
‘ Annual Awarded Amount (8) j‘AL(hrs)i'
Department | Leave || Emp. |_ Recnlg‘r.litiorgl__ ASE ‘ I_{ecru- Total Becru—
(hrs) lof Year|[ Cash Non-Cash | Exam || Master || itment | itment
01-CCL J[ 130250]  so]  so $0] sol[  so]l  so] s0][  0.00]
3-0LO | 176001 ss00] $200] s0] $0 sof[  sof  s700][  0.00]
[15- CEX [ se00]  so  so] soll so $0] $0] soll 000
[18-RSC [ 208.00 sofl  so] sol[_so] so] sol sol[ o0.00]
[23- P10 I 312.00 so][  so] so][  so]l  so] 50] sol[  o0.00]
30 - CAT [ oo0]] s200] sof so][  sof 50 $0 $200]]  0.00]
[31-0MB I 0.00]|_s2500] solf 50| so/  so] so0][ $2,500] 0.00 |
52-FIN || 0.00][ $3.500] $300] so  sol[  sol[  so] s3.800] 0.00]
34-DTS [ 104.00][ $4.400 $0] so][  so] sol[  so|[ saa00]  0.00]
[35-PRO I 0.00] s0][$ 1,600 so][  sof so][  sol] sieo0ll  000]
[36-DGS [ s000][  sol[  so] $0] $700] soJ[ soll  s7o0]  0.00]
42 - COR [ s00.00] s1000][ s100][  so| soll  so][si4s00] sisco0l  0.00]
45 - FRS [ 352.00] so|[ so 50 so[  so][ sof so| 0.00]
(46 -HR Il 594.00 | soll  so s$0]| $0] sof|  sof soll 0.00]
[47-poL | 3437.00][  so][  so] so[ so][  so][ s3.000] s3.000] 1.480.00]
[ 48 - SHF [ 1,736.00 || so|  sof 50| $0]| $0|f $0]| s0|  0.0]
[50 - DOT [ 9.493.00] $6.150]$1.900] $0][576,100][$69.000][$12.250][ s 165,400 0.00]
[64 - HHS [ s06.00] $750 so][s2030]  so][ soll  soll s2780 ]  0.0]
[70-cus | 40.00] soll  sof| sol[  so $0 $0] sojl  0.00]
[71-LB [ 76.00] so]|  so 50| 50 $0 s0lf so0j  000]
75 - DPS 112.00]| $1.000] st1oof  s100] 50| $0 so|| si200]l  0.00]
[76 - HCA I 15200l  “soll  so s0/|  so 50 0] so][ 0.00]
[80 - ENV I 1a41.00] $0[$2.050 sol[ sol[  so][  so] s20s0][  0.00]
85-LIQ | 0.00][ s 1.100][s 1.400]| $0 50| $0] s0] $2.500 0.00 |
Total [20,997.50[s 21700 ][5 7.650 [ $2,130][$ 76,800 ][ $ 69,000 |['$ 29,750 ][ § 206,430 ][ 1,480.00]
[ Main Menu | Report [ Download |[Administration]| Password [ FExit | |I

Return to County Intranet User Rights Privacy Policy Disclaimer

https://portal.mcgov.org/Ohr-ts/ Award/Display County Sum.cfm?mc=report
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TO:
FROM:

SUBIECT:

MEMORANDUM
April 10, 2009
Management and Fiscal Policy Committee
Stephen B. Farber, Council Staff Direatorm
Update of Pay Changes since FY00: Montgomery County and Bi-County Agencies,

Other Regional Local Governmenis and School Systems, the State, and the Federal
Government

The attached tables, prepared by Legislative Analyst Amanda Mihill, update the annual pay
changes since FY00 for the County and Bi-County agencies, other regional local governments and school
systems, the State, and the Federal Government. OLO developed the format in 1994. Data are updated
here for FY 10 recommended.

The tables place pay changes in four categories:

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

Lump-sum payments; and

Adjustments made to the top of salary ranges.

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

v

For FY00-09, the tables report the pay changes that were actually implemented.

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

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

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

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

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

data.

G:\Pay Changes\Compensation FY10\Memo FY10.Doc
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Table Index Page

Montgomery County and Bi-County Agencies

Montgomery Conily GOVEIMINEAL ..o tamisimin e b i s G s 1
Montgomery County PUBHGC SChoblS .ommssmsimismsnsmamissisamstsssomsnensmsmrsrarssned
Montgomery COllege . vinimnianinmsmnas e R S D
Maryland-National Capital Park and Planning CommisSSIiON......ccvevveeivnvecrveeraen 6
Washington Suburban Sanitary CommisSion .........cc.ceceeiuvrireeceisinnennceenieeneenn 7

Other Local Area Governments

Alexandria City GOVEIMIMENT .......c.eeeeiviiieeieerieeireeeeaeesiennseessiasssessanesssessssanesses®
Anne Arutidel Coufity GOVEITIMIEHE i v isiiniiibisinsimsiisisiistisasisioiaind
Arlington County GOVEIMMENT ......ccuvereeeriiirtieeriereeeresseeesseeessnassaessaeeesnessseeas 11
Baltimore County GOVEIMMENT.....;.uamnnsiamiainsisasiwsissssisis s Ld
Fairfax County GOVEIMMENT ........ccvieueeereeieeceeeeeeeeaeeseesseeseaeeessessssseessesaneenss L3
Fredefick County GOVEIIITOCHE. .inumnasssnsmivetmiaiss st 1D
Howard County GOVErNMENL ...........coeeviveiceeniniieeiieniieecciscesieecceesccscessenssensenens 1 0
Pritice George’s COunty GOVEINMORt ..okl

Other Local Public School Systems

Alexandeia City Public SEhools . sinnamumimnimssvissiinisasaimniossi 19
Anne Arundel County Public SChoOlS .......cccvvevieiiiiiciiineeceieceeeciine e 20
Arlington County Publie Schools .....cucunmnumininisimsssissainsdl
Baltimore County Public SCROOIS ....cccviviuiiiiciiiciieciecrieecce s 22
Fatifak Couity Public Sehiols isaaisanmuimsasmsaammniassiam 23
Frederick County Public SChoOIS.......c.ccvevieeeeireeece e 24
Howard County Publie Sthoolsaaamninmisiammsmsimamsiimissiasssnad
Prince George’s County Public SChoolS ....c.ueiiiiiieiiiiiiciiiic et ciesciaens 26
Stateof Maryland.....cuuiiansnssmmimtsisie st et s st nss 27

Federal Government (Washington/Baltimore
Consolidated Metropolitan Statistical Area)....cmmnswrimssimsmssiismmmm 28
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SUMMARY OF WSSC COMPENSATION ADJUSTMENTS
prepared by Senior Legislative Analyst Keith Levchenko

For FY10 WSSC proposes $1.9 million in compensation adjustments. The
following table shows that these adjustments are far smaller than the approved
adjustments for FY09:

Table & Compensation Adjustments for FYQ9 Approved and FY10 (Proposed
Eligibility

Ty pe

Salary Adjustments 3.574.500 - |No COLA assumed for FY10(35% for 1,472 employees in FYDS)
herit Increas es 934,900 963,011 [527 employees (non FW) not at Top of Grade

Incentive Fay® 2219700 - No incentive pay assumed for FY10 (4} employess eligible in FY0DQ)
Flexible Worker (FW) Pay 545,400 572 118 |128 emp loyees (increases based on skill assessmenk)

IT Banus (eontrach 654,000 384,208 [B1 emplovess (includes both "one-time" and baze increases)

Total 7926500 | 1889425

*Note: Incentive payis "onetime" and does not change the base salary.

The largest changes in FY10 are the elimination of the COLA and the elimination
of incentive pay that had previously been in place for customer care and production team
employees.

Also, new in FY09, as part of WSSC’s new performance management system,
merit increases are now tied to performance. Employees can receive 3 to 5 percent
increases depending on their performance score, although 3 to 4 percent is most common.

WSSC also eliminated the 401(a) match program, which matched the first $500 of
an employee’s contributions to a deferred compensation plan.



Concession Agreements

The MCPS unions agreed to forgo the scheduled FY10 COLA (5.3 percent) without
major contract changes, except for a parity (“me too”) clause. FOP Lodge 35 and MCGEO Local
1994 entered into “concession agreements” with the Executive that postpone the COLAs (4.25
and 4.5 percent, respectively) but include some new contract pmvisions.13 The key provisions —
and questions the Council will need to consider about them — are:

¢ Both agreements: For employees in the defined benefit pension plan, the future pension
benefit must credit annual salary as if the COLA had been paid in FY10. The budget lists no
current fiscal impact for this “phantom™ COLA credit, but there certainly will be one in the future
because neither the County nor employees will contribute to the pension fund (the Employees’
Retirement System) for the forgone FY 10 COLA amount. Is if wise to require the pension fund,
which is already under pressure, to absorb this additional burden?"*

¢ MCGEO agreement: Employees at normal retirement age, or within two years of it, will be
eligible for a $40,000 buyout incentive, with participating employees scheduled to retire on June
1. The program is supposed to help find openings for employees in the 234 filled positions that
are expected to be abolished. Other options to manage this Reduction-in-Force are the
Discontinued Service Retirement (DSR) provisions and RIF procedures that provide priority
access to vacant positions and maintain employees’ salary levels for two years even if they are
placed in a lower-graded position. See the RIF information on ©52-53.

OLO’s report on buyouts, scheduled for presentation on April 14, raises important questions
about the cost-effectiveness of last year’s $25,000 buyout program. How cost-effective is this
vear’s 840,000 program? Should it be open to all comers (685 eligible employees), or should it
be limited to classes in which the RIFs are to occur? Is it sound policy to pay 840,000 to
employees who are about to retire anyway? Is it wise, given the pressures on the pension fund,
to make it pay the cost of this buyout (on top of last year'’s buyout)?

e MCGEO agreement: Employees at the top of their pay grade in FY 10 will receive 60 hours
(1.5 weeks) of compensatory leave. What overtime and other costs will result?

" It may be that the County’s collective bargaining laws should have a “doomsday” clause that suspends costly
contract provisions in the event of a subsequent disaster or fiscal emergency, but they do not. Thus the Executive
was required to bargain with the unions over postponing the FY10 COLAs unless the unions were prepared to
postpone them, without conditions, for the common good. (In his inaugural address, President Obama commended
“the selflessness of workers who would rather cut their hours than see a friend lose their job.”) By contrast, the
Executive is not required to bargain with County residents over services and taxes; instead, he relies on his best
judgment of the public interest. There was no bargaining, and there are no concession agreements, with bus riders
over the cuts in Ride On service, with library users over the cuts in materials and staff, with WSSC customers over
the 9 percent increase in water and sewer rates, or with homeowners over the 7.9 percent increase in the median
home’s property tax bill.

'Y While the pension fund ranks highly in relative performance, like other funds it has experienced large losses.
Assets are down from $2.8 billion in October 2007 to $1.9 billion as of March 31. The fund’s one, three, five, and
ten-year investment returns are -24.2, -4.57, 1.13, and 3.03 percent, compared with its actuarial return assumption of
8.0 percent. As of December 31, 2008 the funded ratio was 78.7 percent and the unfunded liability was $722.2
million. A key factor is the succession of large pension improvements included in County collective bargaining
agreements starting in FY99. The County’s contribution to the pension fund has risen from $44 million in FY00 to
$115 million in FY10. Poor investment results for FY08-09 may lead to further large increases.

9 &



e FOP agreement: Officers who live outside the County but within 15 miles of the County’s
borders (about 200) will now have full-use vehicles (Personal Patrol Vehicles). (Officers who
live in the County will now be able to drive their PPVs up to the 15-mile radius as well.) How
does this square with the original rationale in the contract for PPVs — “providing greater police
presence on the streets and in the neighborhoods of Montgomery County”? How does the fiscal
placeholder in the budget, $237,000, square with the added cost for vehicles, fuel, insurance,
and maintenance, which are probably many times that amount?

e FOP agreement: Officers are to receive 3 additional leave days each year. There is supposedly
no additional cost for personnel or overtime. How is this possible?

The impact of postponing COLAs should not be underestimated, but for other
governments step increases are also gone and furloughs are being imposed. In the private and
non-profit sectors, salaries, benefits, and jobs themselves are all painfully on the line. Since
budgets are about choices, the question about the concession agreements is whether the several
million dollars they would cost should go instead, for example, to restoring bus routes, easing
cuts to libraries, improving the safety net for people in dire need, or reducing the increase in
property tax bills.
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