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Expedited Bill 21-23 would: 

(1) amend the Optional Retirement Plan and Integrated Retirement Plan pension
multipliers in Group G of the Employees’ Retirement System;

(2) amend the Group G Optional Retirement Plan to provide the same level of sick leave
credit benefits provided for County employees in the Group G Integrated Retirement
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(3) amend the Group G pension Cost of Living Adjustment; and
(4) generally amend the law regarding retirement plans for Group G members.
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Agenda Item #8C 
April 11, 2023 
Introduction 

M E M O R A N D U M 

April 6, 2023 

TO: County Council 

FROM: Christine Wellons, Senior Legislative Attorney 

SUBJECT: Expedited Bill 21-23, Fire and Rescue Services – Credit Service for Group G 
Members 

PURPOSE: Introduction – no Council votes required 

Expedited Bill 21-23, Fire and Rescue Services – Credit Service for Group G Members, 
sponsored by Council President Glass at the request of the County Executive, is scheduled for 
introduction on April 11, 2023. A public hearing is tentatively scheduled for April 25, 2023.  

Expedited Bill 21-23 would: 

(1) amend the Optional Retirement Plan and Integrated Retirement Plan pension
multipliers in Group G of the Employees’ Retirement System;

(2) amend the Group G Optional Retirement Plan to provide the same level of sick leave
credit benefits provided for County employees in the Group G Integrated Retirement
Plan;

(3) amend the Group G pension Cost of Living Adjustment; and
(4) generally amend the law regarding retirement plans for Group G members.

 The County Executive has recommended enactment of the expedited bill to fulfill a newly 
negotiated Memorandum of Agreement with the Montgomery County Career Fire Fighters 
Association, International Association of Fire Fighters, Local 1664, AFL-CIO (IAFF). 

Under the bill, expenditures would increase by approximately $2.6 million in FY24, 
increasing annually to $3.6 million by FY29. Revenues would not be impacted. 

This packet contains: Circle # 
Expedited Bill 21-23 © 1 
Fiscal Impact Statement  © 7 
Legislative Request Report © 9 
Memorandum of Agreement (MOA) © 10 
County Executive Memorandum   © 16 
Actuarial Report  © 27 



Expedited Bill No.   21-23
Concerning:  Fire and Rescue Services – 
Credited Service for Group G Members 
Revised:   04/05/2023  Draft No.  1 
Introduced:  April 11, 2023 
Expires:  December 7, 2026 
Enacted:  [date] 
Executive:  [date signed] 
Effective:  [date takes effect] 
Sunset Date:  [date expires] 
Ch.  [#] , Laws of Mont. Co.   [year] 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

By: Council President at the Request of the County Executive 

AN EXPEDITED ACT to: 
(1) amend the Optional Retirement Plan and Integrated Retirement Plan pension

multipliers in Group G of the Employees’ Retirement System;
(2) amend the Group G Optional Retirement Plan to provide the same level of sick leave

credit benefits provided for County employees in the Group G Integrated Retirement
Plan;

(3) amend the Group G pension Cost of Living Adjustment; and
(4) generally amend the law regarding retirement plans for Group G members.

By amending 
Montgomery County Code 
Chapter 33, Personnel and Human Resources 
Sections 33-42 and 33-44 

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

Boldface Heading or defined term. 
Underlining Added to existing law by original bill. 
[Single boldface brackets] Deleted from existing law by original bill. 
Double underlining  Added by amendment. 
[[Double boldface brackets]] Deleted from existing law or the bill by amendment. 
* *   * Existing law unaffected by bill. 
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EXPEDITED BILL NO. 21-23 
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Sec. 1.  Sections 33-42 and 33-44 are amended as follows: 1 

33-42.  Amount of pension at normal retirement date or early retirement date.2 

* *     *3 

(b) Amount of pension at normal retirement date.4 

(1) Pension amount for an Optional Retirement Plan member.5 

* *     *6 

(D) For a Group G member who is a member of the optional7 

plan and retires on a normal retirement, the annual pension8 

must equal:9 

(i) [2 ½] 2.6 percent of average final earnings for each10 

of the first [20] 25 years of credited service11 

completed; and12 

(ii) [2] 1.25 percent of average final earnings for each13 

year or prorated portion of a year of credited service14 

of more than [20] 25 years, to a maximum of 3115 

years, plus sick leave credits[.]; and16 

(iii) 5 percent for each year of credited service received17 

for accumulated sick leave; and18 

(iv) 0 percent for years after year 31 (except sick leave19 

credits referred to in subclause (c)).20 

(2) Pension amount for an Integrated Retirement Plan member.21 

* *     *22 
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(E) The County must compute the annual pension of a Group G 23 

member in the integrated retirement plan who retires on a 24 

normal retirement as follows: 25 

(i) from the date of retirement to the month that the 26 

member reaches Social Security Retirement age, the 27 

following percentages of average final earnings 28 

apply: 29 

(a) [2 ½] 2.6 percent, for each of the first [20] 25 30 

years of credited service; and 31 

(b) [2] 1.25 percent, for each year of credited 32 

service of more than [20] 25 years to a 33 

maximum of 31 years, plus sick leave credits; 34 

and; 35 

(c) 5 percent for each year of credited service 36 

received for accumulated sick leave; and 37 

(d) 0 percent for years after year 31 (except sick 38 

leave credits referred to in subclause (c)); and 39 

(ii) from the month the member reaches Social Security 40 

retirement age, the percentages specified in clause (i) 41 

must be reduced, respectively, by the following 42 

percentages of average final earnings for the portion 43 

of any amount equal to or less than the Social 44 

Security maximum covered compensation in effect 45 

on the date of retirement: 46 
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(a) [0.78125] 0.81250 percent, for each of the first 47 

[20] 25 years of credited service;  48 

(b) [0.625] 0.390625 percent for each year of 49 

credited service of more than [20] 25 years, to 50 

a maximum of 31 years, plus sick leave 51 

credits; and 52 

(c) 1.5625 percent, for each year of credited 53 

service received for accumulated sick leave.   54 

*     *     * 55 

33-44.  Pension payment options and cost-of-living adjustments. 56 

*     *     * 57 

(c) Cost-of-living adjustment.  A retired member or beneficiary, including 58 

the surviving spouse or domestic partner of a group D member or other 59 

beneficiary who survives the member under a pension option or who is 60 

otherwise eligible to receive benefits, must receive an annual cost-of-61 

living adjustment in pension benefits. 62 

*     *     * 63 

(3) The percentage cost-of-living adjustment of pension benefits must 64 

be obtained by dividing the most recent index determined under 65 

paragraph (2) by the next preceding index multiplied by 100 less 66 

100. 67 

*     *     * 68 
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(B) A member enrolled on or after July 1, 1978, must receive 69 

100 percent of the change in the consumer price index up to 70 

3 percent, and 60 percent of any change in the consumer 71 

price index greater than 3 percent, up to a total adjustment 72 

of 7 ½ percent in any year.  The 7 ½ percent annual limit 73 

does not apply to: 74 

(i) a retired member who is disabled; or75 

(ii) a pensioner aged 65 or older for a fiscal year76 

beginning after the date the pensioner reaches age 65.77 

(C) A Group G member enrolled on or after July 1, 1978, must78 

receive 100 percent of the change in the consumer price79 

index up to 3 percent, and 60 percent of any change in the80 

consumer price index greater than 3 percent, up to a total81 

adjustment of 5 percent in any year.  The 5 percent annual82 

limit does not apply to: 83 

(i) a retired Group G member who is disabled; or84 

(ii) a Group G pensioner aged 65 or older for a fiscal year85 

beginning after the date the pensioner reaches age 65.86 

* *     *87 

(6) Notwithstanding the provisions of this Section, for members other88 

than Group G members that qualify under subsection (3)(C), the89 

cost-of-living adjustment must not exceed 2.5 percent for: 90 

(A) credited service beginning on the first pay period after June91 

30, 2011; or92 
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(B) a disability retirement pension based on a disability 93 

occurring after June 30, 2011. 94 

Sec. 2.  Effective date.  The Council declares that this legislation is necessary 95 

for the immediate protection of the public interest.  This Act takes effect on the date 96 

on which it becomes law. 97 
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Fiscal Impact StatementFiscal Impact Statement
Office of Management and Budget

Bill
XX-23

Fire and Rescue Services - Credited Service for Group G Members

Bill
Summary

Bill XX-23 adjusts the Cost-of-living adjustment (COLA) provided to certain participants in Group G, increases the
pension amount for Group G participants, and adjusts the sick leave benefit credit to correct an oversight in previously
submitted legislation.

Fiscal
Impact
Summary

Expenditures increase by approximately $2.6 million in FY24, increasing annually to $3.6 million by FY29. Revenues
are not impacted.

Fiscal Year 202424 2025 2026 2027 2028 2029 Total

Personnel Costs $2,600,570 $3,301,784 $3,400,836 $3,502,862 $3,607,948 $3,607,948 $20,021,948

Operating Expenses $0 $0 $0 $0 $0 $0 $0

Total Expenditures $2,600,570 $3,301,784 $3,400,836 $3,502,862 $3,607,948 $3,607,948 $20,021,948

Revenues $0 $0 $0 $0 $0 $0 $0

Total Impact ($2,600,570) ($3,301,784) ($3,400,836) ($3,502,862) ($3,607,948) ($3,607,948) ($20,021,948)

FTE 0.00 0.00 0.00 0.00 0.00 0.00

Fiscal
Impact
Analysis

The change for COLA eliminates the 2.5% cap for Group G participants for service beginning after June 30, 2011 and
reduces the COLA amount from 7.5% to 5% for Group G only, with an estimated impact in FY24 of $605k representing
an effective date of Dec. 31, 2023.

The pension multiplier increases for Group F would increase the maximum benefit from 72.0% to 72.5% but increase
the value at 25 years of service from 60% to 65%, an estimated first year impact in FY24 of $2.0 million.

The sick leave credit change will not have any additional impact, as the costs associated were included in Bill 23-22;
this change is simply to correct an oversight leaving the optional retirement plan benefit unchanged in Bill 23-22.

Retirement
Change

FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 Total

COLA Cap $605,046 $1,246,394 $1,283,785 $1,322,299 $1,361,968 $1,361,968 $7,181,460

Multiplier $1,995,524 $2,055,390 $2,117,051 $2,180,563 $2,245,980 $2,245,980 $12,840,488

Total $2,600,570 $3,301,784 $3,400,836 $3,502,862 $3,607,948 $3,607,948 $20,021,948

Staff Impact
The bill requires adjustments to retirement factors that will result in changes to enrollment processes and record
keeping for both OHR and MCERP. These changes are anticipated to be absorbed by each department's current staff.

Actuarial
Analysis

Actuarial analysis was performed in order to estimate the fiscal impact of each change. The actuaries measured the
cost impact to the Montgomery County Employee's Retirement System with impacts calculated as of July 1, 2022 (the
effective date of the most recent actuarial valuation) for FY24 contributions. The actuarial analysis also assumed
modified retirement rates for certain scenarios where it could be assumed that the changes would result in a change in
retiree behavior.

See attached actuarial analysis performed by GRS for full details.

2023   |  Montgomery County, MD page 1111 of 2222
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Information
Technology
Impact

The bill is not expected to impact the County Information Technology (IT) or Enterprise Resource Planning (ERP)
systems.

Other Information

Later actions
that may
impact
revenue or
expenditures
if future
spending is
projected

The bill does not authorize future spending.

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

The expenditure estimates for FY25 and beyond are subject to actuarial valuations performed for each budget year.
Changes to underlying actuarial assumptions could have an impact on the accuracy of the initial estimates, and the
compounding effect of multiple provisions is likely to result in additional expenses in the valuations.

Contributors
Yan Yan, Montgomery County Employee Retirement Plans
Corey Orlosky, Office of Management and Budget

2023   |  Montgomery County, MD page 2222 of 2222
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LEGISLATIVE REQUEST REPORT 

Bill XX-23 
Fire and Rescue Services – Pension adjustments for Group G Members 

DESCRIPTION: This Bill would amend the County Code to adjust pension 
multipliers for both the Group G Optional Retirement Plan and the 
Integrated Retirement Plan, provide the same level of sick leave 
credit benefits for both the Optional Retirement Plan and the 
Integrated Retirement Plan, and adjust the cost-of-living 
adjustment provided to Group G members. 

PROBLEM: Changes to County pensions require legislation. 

GOALS AND To amend the County Code to implement negotiated provisions in  
OBJECTIVES: the Collective Bargaining Agreement between Montgomery 

County and the Montgomery County Career Fire Fighter 
Association, International Association of Fire Fighters, Local 
1664. 

COORDINATION: Office of Labor Relations 
Montgomery County Employee Retirement Plans 

FISCAL IMPACT: To be requested. 

ECONOMIC To be requested. 
IMPACT: 

EVALUATION: To be requested. 

EXPERIENCE Unknown. 
ELSEWHERE: 

SOURCE OF  Jennifer Harling, Esquire 
INFORMATION: Office of Labor Relations 

APPLICATION N/A 
WITHIN 
MUNICIPALITES: 

PENALTIES: N/A 
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4/3/2023
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3/31/2023
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OFFICE OF THE COUNTY EXECUTIVE 

_____________________________________________________________________________________ 

101 Monroe Street   •   Rockville,  Maryland  20850 
240-777-2500 •  240-777-2544 TTY •  240-777-2518 FAX 

www.montgomerycountymd.gov        

Marc Elrich 
County Executive 

M E M O R A N D U M 

April 3, 2023 

TO: Evan Glass, President   
Montgomery County Council 

FROM:  Marc Elrich, County Executive 

SUBJECT: Memorandum of Agreement between the County and IAFF 

I have attached for review the Memorandum of Agreement resulting from the recent negotiations 
between the Montgomery County Government and the Montgomery County Career Fire Fighters 
Association, International Association of Fire Fighters, Local 1664, AFL-CIO (IAFF). The 
agreement reflects the changes to the existing Collective Bargaining Agreement. I have attached 
a draft of legislative changes that we are proposing as well as a summary of all changes made 
within the agreement. The agreement is effective July 1, 2023 through June 30, 2024.    

I have also attached a summary of the agreed upon items as well as a copy of the fiscal impact 
statement referenced in the Workforce/Compensation chapter of my budget to assist in your 
review of the document. The items will take effect for the first time in FY2024 and have a fiscal 
impact in FY2024. 

Enclosure 

cc: Richard S. Madaleno, Chief Administrative Officer, Office of the County Executive 
Jennifer Bryant, Director, Office of Management and Budget  
Jennifer Harling, Chief Labor Relations Officer, Office of Labor Relations 
John Markovs, County Attorney, Office of the County Attorney 

(16)



Summary of IAFF Reopener Tentative Agreements 2023-2024 

Article Section Subject Summary 

51 New Pensions 

Submit legislation to eliminate Section 33-44(c)(6) of the 
Montgomery County Code for Group 
G members and amend Section 33-44(c)(3) to allow CPI of 
5% for Group G members, effective December 31, 2023. 

19 19.1 GWA 
Increase in base salary of all members by 3.2%, effective July 
16, 2023. 

20 New Retiree Vision 

Offer fully insured vision benefit to retirees effective January 
1, 2024 in addition to the current zero cost vision discount 
plan.  

51 New Pension Multiplier 

Submit legislation by September 1, 2023 increasing pension 
multiplier to 2.6% (previously 2.5%) of average final earnings 
for first 25 years and 1.25% (previously 2%) for each 
year/prorated portion of more than 25 years. 

19.2 D Salary Schedule 

Removes steps A and B and re-letters the steps A through M. 
Employees will be placed on the step commensurate with 
their years of service. 

MOA 
Benefits 
Committee 

Committee (defined by 20.3 of the CBA) to collect 
information to include survey plan for pre-medicare retiree 
participants and study health benefit options for employed 
pre-medicare retirees and their dependents. Will provide 
findings by October 16, 2023. 

(17)



Summary of Proposed Labor Agreement with IAFF Effective FY24

Article Subject Summary of Change Requires 
Appropriation 
of funds

Present or 
Future Fiscal 
Impact

Requires 
Legislative 
Change

Requires 
Regulation 
Change

Notes

19.1 Wages 3.2 percent general wage adjustment in July 2023 Yes Yes
19 Wages Salary Schedule adjustment to remove steps A and B and reletter steps A through M Yes Yes Yes Yes
19 Longevity Longevity Step increases of 3.5 percent for eligible employees Yes Yes
20 Insurance Benefits offering IAFF Retirees fully insured vision benefit Yes Yes
51 Pensions amending of the cost of living adjustment for eligible Group G members Yes Yes Yes
51 Pensions Increase pension formula for group G participants Yes Yes Yes Yes
55 Service Increments service increment of 3.5 percent for eligible employees Yes Yes
55.8 Service Increments deferred service increment from FY13 for eligible employees, 3.5 percent effective July 2023 Yes Yes

1
(18)



Expedited Bill No. [Click - type number] 
Concerning:  Fire and Rescue Services – 
Credited Service for Group G Members 
Revised:   [date]  Draft No.  [#] 
Introduced: [date] 
Expires:   [18 mos. after intro] 
Enacted:   [date] 
Executive: [date signed] 
Effective:   [date takes effect] 
Sunset Date: [date expires] 
Ch.  [#] , Laws of Mont. Co. [year] 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

By: Council President at the Request of the County Executive 

AN EXPEDITED ACT to: 

(1) amend the Optional Retirement Plan and Integrated Retirement Plan pension

multipliers in Group G of the Employees’ Retirement System;

(2) amend the Group G Optional Retirement Plan to provide the same level of sick leave

credit benefits provided for County employees in the Group G Integrated Retirement

Plan; and

(3) amend the Group G pension Cost of Living Adjustment.

By amending 

Montgomery County Code 

Chapter 33, Personnel and Human Resources 

Sections 33-42 and 33-44 

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

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

(19)



BILL NO. [CLICK - TYPE NUMBER] 
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Sec. 1.  Sections 33-42 and 33-44 are amended as follows: 1 

33-42.  Amount of pension at normal retirement date or early retirement date. 2 

* * *3 

(b) Amount of pension at normal retirement date.4 

(1) Pension amount for an Optional Retirement Plan member.5 

* * *6 

(D) For a Group G member who is a member of the optional7 

plan and retires on a normal retirement, the annual pension8 

must equal:9 

(i) [2 ½]2.6 percent of average final earnings for each of10 

the first [20]25 years of credited service completed;11 

and12 

(ii) [2]1.25 percent of average final earnings for each13 

year or prorated portion of a year of credited service14 

of more than [20]25 years, to a maximum of 31 years,15 

plus sick leave credits[.]; and16 

(iii) 5 percent for each year of credited service received17 

for accumulated sick leave; and18 

(iv) 0 percent for years after year 31 (except sick leave19 

credits referred to in subclause (c)).20 

(2) Pension amount for an Integrated Retirement Plan member.21 

* * *22 
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(E) The County must compute the annual pension of a Group G23 

member in the integrated retirement plan who retires on a24 

normal retirement as follows:25 

(i) from the date of retirement to the month that the26 

member reaches Social Security Retirement age, the27 

following percentages of average final earnings28 

apply:29 

(a) [2 ½]2.6 percent, for each of the first [20]2530 

years of credited service; and31 

(b) [2]1.25 percent, for each year of credited32 

service of more than [20]25 years to a33 

maximum of 31 years, plus sick leave credits;34 

and;35 

(c) 5 percent for each year of credited service36 

received for accumulated sick leave; and37 

(d) 0 percent for years after year 31 (except sick38 

leave credits referred to in subclause (c)); and39 

(ii) from the month the member reaches Social Security40 

retirement age, the percentages specified in clause (i)41 

must be reduced, respectively, by the following42 

percentages of average final earnings for the portion43 

of any amount equal to or less than the Social44 

Security maximum covered compensation in effect45 

on the date of retirement:46 
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(a) [0.78125]0.81250 percent, for each of the first 47 

[20]25 years of credited service;48 

(b) [0.625]0.390625 percent for each year of49 

credited service of more than [20]25 years, to50 

a maximum of 31 years, plus sick leave51 

credits; and52 

(c) 1.5625 percent, for each year of credited53 

service received for accumulated sick leave.54 

* * *55 

33-44.  Pension payment options and cost-of-living adjustments. 56 

* * *57 

(c) Cost-of-living adjustment.  A retired member or beneficiary, including58 

the surviving spouse or domestic partner of a group D member or other59 

beneficiary who survives the member under a pension option or who is60 

otherwise eligible to receive benefits, must receive an annual cost-of-61 

living adjustment in pension benefits.62 

* * *63 

(3) The percentage cost-of-living adjustment of pension benefits must64 

be obtained by dividing the most recent index determined under65 

paragraph (2) by the next preceding index multiplied by 100 less66 

100.67 

* * *68 
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(B) A member enrolled on or after July 1, 1978, must receive69 

100 percent of the change in the consumer price index up to70 

3 percent, and 60 percent of any change in the consumer71 

price index greater than 3 percent, up to a total adjustment72 

of 7 ½ percent in any year.  The 7 ½ percent annual limit73 

does not apply to:74 

(i) a retired member who is disabled; or75 

(ii) a pensioner aged 65 or older for a fiscal year76 

beginning after the date the pensioner reaches age 65.77 

(C) A Group G member enrolled on or after July 1, 1978, must78 

receive 100 percent of the change in the consumer price79 

index up to 3 percent, and 60 percent of any change in the80 

consumer price index greater than 3 percent, up to a total81 

adjustment of 5 percent in any year.  The 5 percent annual82 

limit does not apply to: 83 

(i) a retired Group G member who is disabled; or84 

(ii) a Group G pensioner aged 65 or older for a fiscal year85 

beginning after the date the pensioner reaches age 65.86 

* * *87 

(6) Notwithstanding the provisions of this Section, for members other88 

than Group G members that qualify under subsection (3)(C), the89 

cost-of-living adjustment must not exceed 2.5 percent for: 90 

(A) credited service beginning on the first pay period after June91 

30, 2011; or92 
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(B) a disability retirement pension based on a disability 93 

occurring after June 30, 2011.94 

Sec. 2.  Effective date. 95 

The Council declares that this legislation is necessary for the immediate 96 

protection of the public interest.  This Act takes effect on the date on which it 97 

becomes law. 98 

Approved: 99 

100 

101 

Evan Glass, President, County Council Date 

Approved: 102 

103 

Marc Elrich, County Executive Date 

This is a correct copy of Council action. 104 

105 

Judy Rupp, Clerk of the Council Date 

APPROVED FOR FORM AND LEGALITY
OFFICE OF THE COUNTY ATTORNEY

By: _________________________________
       Edward E. Haenftling, Jr.

Date: _______________________________March 31, 2023
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March 29, 2023

CONFIDENTIAL
Ms. Jennifer Harling, Esq.
Chief Labor Relations Officer
Office of Labor Relations
Montgomery County Government
101 Monroe Street, 6th Floor
Rockville, Maryland 20850

Subject: Cost Impact of Proposed Changes for Groups E, J, F, and G

Dear Ms. Harling:

As requested, we have measured the cost impact to the Montgomery County Employees� Retirement
System (ERS) of proposals to change the benefit provisions for current and future members of Groups E, J,
F, and G.

Following is a summary of the proposed changes included in this analysis. A detailed summary of the
changes for each group can be found in Exhibit V.

For Groups E, F and J, the age at which the benefit reduces would increase from SSNRA to age 70
as shown below.

Birth Date Current Proposed
Before 1/1/1938 65 70
1/1/1938 to 12/31/1954 66 70
On or after 1/1/1955 67 70

For Group E, payment would be waived for up to 24 months of prior military service credit. The
assumed increases in military service are projected to increase projected benefit amounts, but do
not result in earlier eligibility for retirement benefits.
For Group F, the DSRP eligibility requirement would be changed from age 46 with 25 years of
service to eligibility for normal retirement (age 55 with 15 years of service or 25 years of service
with no age requirement). Members younger than age 46 and members with fewer than 25 years
of service would now be eligible to enter DRSP if eligibility conditions are met.
For Group G, the Cost of Living adjustment (COLA) on retiree benefits for members enrolled on or
after July 1, 1978 and retired (or will retire) on or after March 1, 2000 would be capped at 5.0
percent (compared to the current cap of 7.5 percent).

o The COLA on benefits attributable to post July 1, 2011 service for all members would also
be capped at 5.0 percent (compared to the current cap of 2.5 percent).
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Ms. Jennifer Harling, Esq.
Montgomery County Government
March 29, 2023
Page 2

For Groups E, F, G and J, the benefit accrual rate applicable to benefits payable until Social Security
Normal Retirement Age (SSNRA) would be increased as shown in the table below.

o Corresponding increases would also affect benefits payable after attainment of SSNRA
For Groups F and G, the benefit accrual rate applicable to benefits payable after
SSNRA is 68.75 percent of the benefit accrual rate prior to SSNRA (31.25 percent
reduction) for pay up to Social Security Covered Compensation (SSCC).
For Groups E and J, the benefit accrual rate applicable to benefits payable after
SSNRA is 68.75 percent of the benefit accrual rate prior to SSNRA (31.25 percent
reduction) for the first 25 years of service and is 82.50 percent of the benefit
accrual rate prior to SSNRA (17.50 percent reduction) for each year of credited
service in excess of 25 years, to the maximum number of years, for pay up to SSCC.
The benefit accrual rates are the same as prior to attainment of SSNRA for pay in
excess of SSCC.

Years of Service
Current
Rates

Proposed
Rates

Current
Rates

Proposed
Rates

Current
Rates

Proposed
Rates

Current
Rates

Proposed
Rates

Up to 20 2.40% 2.60% 2.40% 2.60% 2.50% 2.60% 2.40% 2.50%
20 25 2.40% 2.60% 2.40% 2.60% 2.00% 2.60% 2.40% 2.50%
25 to Maximum Years 2.00% 2.25% 2.40% 2.40% 2.00% 1.25% 2.00% 2.00%
Maximum Years 31 30 36 34 31 31 31 30
Benefit Percentage 20 Years 48.00% 52.00% 48.00% 52.00% 50.00% 52.00% 48.00% 50.00%
Benefit Percentage 25 Years 60.00% 65.00% 60.00% 65.00% 60.00% 65.00% 60.00% 62.50%
Benefit Percentage 30 Years 70.00% 76.25% 72.00% 77.00% 70.00% 71.25% 70.00% 72.50%
Benefit Percentage 31 Years 72.00% 76.25% 74.40% 79.40% 72.00% 72.50% 72.00% 72.50%
Benefit Percentage 34 Years 72.00% 76.25% 81.60% 86.60% 72.00% 72.50% 72.00% 72.50%
Maximum Benefit Percentage 72.00% 76.25% 86.40% 86.60% 72.00% 72.50% 72.00% 72.50%

Group F Group G Group J
Pre SSNRA BenefitMultiplier

Group E

Following is a summary of the scenarios contained in this letter.

Scenario E F G J
Baseline
Updated
Baseline

NA NA
Updated sick leave
credit multiplier

NA

Scenario 1 Age 70 reduction DRSP eligibility Increase COLA cap to 5% 2.50%/2.00% multiplier
Scenario 2 Age 70 reduction* Age 70 reduction 2.60%/1.25% multiplier Age 70 reduction
Scenario 3 2.60%/2.25% multiplier 2.60%/2.40% multiplier Combined scenarios 1 2 Age 70 reduction*
Scenario 4 Military service credit 2.60%/2.40% multiplier* Combined scenarios 1 2
Scenario 5 Combined scenarios 1, 3 4 Combined scenarios 1 3 Combined scenarios 1,3
Scenario 6 Combined scenarios 2 4 Combined scenarios 1 2,4

Group

Results from July 1, 2022 Actuarial Valuation

* The Group E and J age 70 change is effective July 1, 2024 and the Group F multiplier change is effective
January 1, 2025. Therefore, we have illustrated alternate scenarios reflecting that members may choose to
delay retirement after the effective date of the changes in order to receive a benefit at a later age based on a
higher benefit accrual rate.
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Our analysis of these proposals includes the following data, assumptions and methods:

The estimated cost impact is measured as of July 1, 2022, which calculates the fiscal year 2024
County contribution and the proposed changes are assumed to be effective July 1, 2022 (unless
otherwise noted).
The additional unfunded liability is amortized over a 20 year period as a level percentage of pay
(consistent with the current funding policy).
All proposed changes (except for the COLA cap change for Group G) are assumed to only affect
members who are active as of July 1, 2022.

o The benefit accrual rate change is assumed to apply to both past and future service for
employees who are active (and not in DROP) at the assumed effective date.

o The COLA cap change is assumed to affect both current and future benefit recipients who
enrolled on or after July 1, 1978 and retired (or retire) on or after March 1, 2000.

Members who enrolled before July 1, 1978 receive an unlimited COLA increase.
The COLA assumptions would change as follows:

Current Scenario 1 Change
Enrolled prior to 7/1/1978 2.50% 2.50% 0.00%
Enrolled on or after 7/1/1978 and retired prior to 3/1/2000 1.50% 1.50% 0.00%
Enrolled on or after 7/1/1978 and retire on or after 3/1/2000 2.50% 2.45% 0.05%
Benefits attributable to service after 7/1/2011 2.20% 2.45% 0.25%

The proposed changes may result in increases in administrative expenses related to implementing
the changes. This analysis does not include the cost impact of potential increases in administrative
expenses.
For the Group E proposed military service change, at the direction of the County, we have
assumed that 13 percent of Group E members would be eligible to receive 24 months of service
credit for military service at no cost to the member.

o Because some members with prior military service may have already purchased service
credit for their prior military service, estimated cost may be lower than what is reflected in
this analysis.

Because certain proposed changes have an effective date in 2024 or 2025, active members may
choose to delay retirement until after the effective date of the proposed change in order to
receive a benefit (at a later age) based on a higher benefit accrual rate or for a longer period of
time. Therefore, modified retirement rates were assumed for certain scenarios.

o For Group E, Scenario 2 and Group J, Scenario 3 (and combined scenarios)
Because the proposal has an effective date of July 1, 2024, members may choose
to delay retirement until after July 1, 2024 in order to have their benefits reduced
at a later age (age 70 instead of SSNRA). Therefore, modified lower retirement
rates were assumed for plan years ending June 30, 2023 and June 30, 2024, and
modified higher retirement rates were assumed for plan year ending
June 30, 2025.

o For Group F, Scenario 1 (and combined scenarios)
Members who are eligible for DRSP under the proposed eligibility conditions who
are not eligible for DRSP under the current conditions may modify their retirement
behavior due to the changes. Therefore, modified retirement rates are assumed.
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o For Group F, Scenario 4 (and combined scenario)
Because the proposal has an effective date of January 1, 2025, members may
choose to delay retirement until after January 1, 2025 in order to receive a benefit
(at a later age) based on a higher benefit accrual rate. Therefore, modified lower
retirement rates were assumed for plan years ending June 30, 2023 and
June 30, 2024, and modified higher retirement rates were assumed for plan year
ending June 30, 2025.

Exhibits I(a) through I(d) contain a summary of results and Exhibits II(a) through II(d) contain detailed
calculations of the cost impact measured as of July 1, 2022 (which calculated the fiscal year 2024
contribution requirement) of providing benefits under the proposals described.

Exhibits III(a) through III(d) contain a five year projection of the County contribution requirement for
Groups E, J, F and G under the proposals. Exhibit III(e) contains a five year projection of the County
contribution requirement for Groups E, J, F and G based on the combined scenarios. (If there were two
combined scenarios for a group, the combined scenario with the higher contribution requirement was
used.) The projections do not include the impact of the deferred gains and losses in the future projected
actuarial value of assets after July 1, 2022. In addition, the projections do not include any projected
increases in administrative expenses under any of the proposals compared to the current projected
expenses.

Exhibit IV contains a summary of the census data used in the actuarial valuation as of July 1, 2022 (which
was the basis for the cost analysis presented in this letter).

Exhibit V has a detailed summary of the proposed changes for each group.

The Appendix shows the current retirement rates and describes the modified retirement rates for Groups
E, J and F, as well as a summary of the current benefit provisions.

Summary of Results

All of the proposed changes (increasing the benefit accrual rates, increasing the age at which benefits
decrease, waiving the payment for up to 24 months of military service, increasing the COLA cap and
changing the eligibility for DRSP) are all expected to increase both the actuarial liabilities and the County
contribution rate (and the total contribution requirements of the System).

On the following two pages, there are summaries of the estimated funded ratio (based on the actuarial
value of assets) as of July 1, 2022 and the estimated illustrative fiscal year 2024 County contribution based
on amortizing the change in unfunded liability due to the proposed changes over a 20 year period (and
alternatively, a 10 year period). The 20 year period is consistent with the current funding policy and the
10 year period is based on the Conference of Consulting Actuaries model practice to amortize active
member plan amendments over a closed period of no longer than the lesser of 15 years and future service
based on active member demographics. (10 years is approximately the average remaining number of
years that current active Group E, F, G and J members are expected to work.)
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Considerations and Disclosures

The analysis was performed at the request of Montgomery County (�County�) and is intended for use by
the County and those designated by the County. This analysis may be provided to parties other than the
County only in its entirety and only with the permission of the County.

The actuarial assumptions used in this analysis are the same as those used in the actuarial valuation of
the Montgomery County Employees� Retirement System as of July 1, 2022, with the exception of the
modified retirement rates used in certain scenarios, as indicated in this letter. Changes to assumptions
(such as decreasing the investment return assumption) will impact the cost impact in this letter.

We amortized the change in unfunded liability over a 20 year period, which is consistent with the current
funding policy for Groups E, J, F and G. The Conference of Consulting Actuaries (CCA) issued a white
paper on funding policies. Based on the CCA white paper, the model practice is to amortize active
member plan amendments over a closed period of no longer than the lesser of 15 years and future
service based on active member demographics. However, an amortization period of up to 25 years is
acceptable with conditions to amortize the unfunded liability on a combined basis from all sources. We
have also illustrated the County contribution based on an amortization period of 10 years for changes in
plan provisions (consistent with the CCA model practice). (10 years is approximately the average
remaining number of years that current active Group E, F, G and J members are expected to work.)

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

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

This report was prepared using our proprietary valuation model and related software which, in our
professional judgment, has the capability to provide results that are consistent with the purposes of the
valuation, and has no material limitations or known weaknesses. We performed tests to ensure that the
model reasonably represents that which is intended to be modeled. We are relying on the GRS actuaries
and Internal Software, Training and Processes Team, who developed and maintain the model.

This report reflects the impact of COVID 19 through June 30, 2022. However, this report does not reflect
the longer term and still developing future impact of COVID 19, which may further influence
demographic experience and economic expectations. We will continue to monitor these developments
and their impact on the System and the actuarial assumptions. Actual experience will be reflected in each
subsequent annual valuation, as experience emerges.
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To the best of our knowledge, the information contained in this analysis is accurate and fairly presents
the actuarial position of the Montgomery County Employees� Retirement System as of the valuation
date. All calculations have been made in conformity with generally accepted actuarial principles and
practices, and with the Actuarial Standards of Practice issued by the Actuarial Standards Board.

Amy Williams and Cassie Rapoport are Members of the American Academy of Actuaries (MAAA) and meet
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinions
contained herein.

This report should not be relied on for any purpose other than the purpose stated.

The signing actuaries are independent of the plan sponsor.

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

Respectfully submitted,

Gabriel, Roeder, Smith & Company

Amy Williams, ASA, MAAA, FCA Cassie Rapoport, ASA, MAAA
Senior Consultant Senior Analyst
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Exhibit I(a)

Montgomery County Employees� Retirement System

Cost Impact Summary of Proposed Changes in Group E Plan Provisions
Based on Actuarial Valuation as of July 1, 2022
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Exhibit I(b)

Montgomery County Employees� Retirement System

 

Cost Impact Summary of Proposed Changes in Group J Plan Provisions
Based on Actuarial Valuation as of July 1, 2022
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Exhibit I(c)

Montgomery County Employees� Retirement System

Cost Impact Summary of Proposed Changes in Group F Plan Provisions
Based on Actuarial Valuation as of July 1, 2022
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Exhibit I(d) 

Montgomery County Employees� Retirement System

 

Cost Impact Summary of Proposed Changes in Group G Plan Provisions
Based on Actuarial Valuation as of July 1, 2022
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Exhibit II(a)

Montgomery County Employees� Retirement System

 

Cost Impact Details of Proposed Changes in Group E Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

1 Amortization bases established prior to the July 1, 2015 actuarial valuation were recombined into a single amortization base equal to the total unfunded liability as
of July 1, 2015. Beginning July 1, 2015, amortization of the current and future unfunded liability will occur over separate closed 20 year amortization periods for
Groups E and J.
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Exhibit II(b)

Montgomery County Employees� Retirement System

 

Cost Impact Details of Proposed Changes in Group J Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

1 Amortization bases established prior to the July 1, 2015 actuarial valuation were recombined into a single amortization base equal to the total unfunded liability as
of July 1, 2015. Beginning July 1, 2015, amortization of the current and future unfunded liability will occur over separate closed 20 year amortization periods for
Groups E and J.
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Exhibit II(c)

Montgomery County Employees� Retirement System

Cost Impact Details of Proposed Changes in Group F Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

1 Amortization bases established prior to the July 1, 2015 actuarial valuation were recombined into a single amortization base equal to the total unfunded liability as of
July 1, 2015. Beginning July 1, 2015, amortization of the current and future unfunded liability will occur over separate closed 20 year amortization periods for the Public Safety
groups.
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Exhibit II(d)

Montgomery County Employees� Retirement System

 

Cost Impact Details of Proposed Changes in Group G Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

1 Amortization bases established prior to the July 1, 2015 actuarial valuation were recombined into a single amortization base equal to the total unfunded liability as of
July 1, 2015. Beginning July 1, 2015, amortization of the current and future unfunded liability will occur over separate closed 20 year amortization periods for the Public Safety
groups.
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Exhibit III(a)

Montgomery County Employees� Retirement System

Projected County Contributions Based on Proposed Changes in Group E Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

The County contribution requirement is projected to increase by three percent each year. The projections do not include the impact of the deferred gains and losses in the future
projected actuarial value of assets after July 1, 2022.
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Exhibit III(b)

Montgomery County Employees� Retirement System

Projected County Contributions Based on Proposed Changes in Group J Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

The County contribution requirement is projected to increase by three percent each year. The projections do not include the impact of the deferred gains and losses in the future
projected actuarial value of assets after July 1, 2022.
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Exhibit III(c)

Montgomery County Employees� Retirement System

Projected County Contributions Based on Proposed Changes in Group F Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

The County contribution requirement is projected to increase by three percent each year. The projections do not include the impact of the deferred gains and losses in the future
projected actuarial value of assets after July 1, 2022.
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Exhibit III(d)

Montgomery County Employees� Retirement System

Projected County Contributions Based on Proposed Changes in Group G Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

The County contribution requirement is projected to increase by three percent each year. The projections do not include the impact of the deferred gains and losses in the future
projected actuarial value of assets after July 1, 2022.
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Exhibit III(e)

Montgomery County Employees� Retirement System

Projected County Contributions Based on Proposed Changes in Group E, F, G and J Plan Provisions
Based on Actuarial Valuation as of July 1, 2022

Combined Impact of Proposed Changes for Each Group

(47)



Exhibit IV

Montgomery County Employees� Retirement System

Data Summary
Actuarial Valuation as of July 1, 2022
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Exhibit V

Montgomery County Employees� Retirement System

Group E Proposed Changes

Following is a summary of the proposed changes for Group E included in this analysis:

For the first proposal (Scenarios 1 and 2), effective July 1, 2024, the age at which the benefit
changes would increase from SSNRA to age 70 as shown below.

Birth Date Current Scenarios 1 and 2
Before 1/1/1938 65 70
1/1/1938 to 12/31/1954 66 70
On or after 1/1/1955 67 70

o We have included two separate scenarios to illustrate the impact of the change in age at
which the benefit reduces.

Scenario 1 illustrates the results of changing the age at which the benefit is
reduced and assumes no change in the timing of retirements.
Scenario 2 reflects both a change in the benefit reduction age and a change in the
timing of retirements due to the proposed benefit change. Because the proposal
has an effective date of July 1, 2024, members may choose to delay retirement
until after July 1, 2024 in order to have their benefits reduced at a later age.
Therefore, modified lower retirement rates were assumed for plan years ending
June 30, 2023 and June 30, 2024, and modified higher retirement rates were
assumed for plan year ending June 30, 2025.

For the second proposal (Scenario 3), the benefit accrual rate would be increased from 2.40
percent to 2.60 percent of Average Final Earnings (AFE) for the first 25 years of credited service,
and increase from 2.00 percent to 2.25 percent of AFE for each year of credited service in excess
of 25 years, to a maximum of 30 years (decreased from a maximum of 31 years), plus up to two
years of sick leave credits. The benefit accrual rate after attainment of Social Security Normal
Retirement Age (SSNRA) is 68.75 percent of the benefit accrual rate prior to SSNRA (31.25 percent
reduction) for the first 25 years of service and is 82.50 percent of the benefit accrual rate prior to
SSNRA (17.50 percent reduction) for each year of credited service in excess of 25 years, to a
maximum of 30 years, for pay up to Social Security Covered Compensation (SSCC).

Please see the table below summarizing the change in benefit accrual rates.

Years of Service
Current
Rates

Proposed
Rates Up to SSCC Reduction

In Excess of
SSCC Up to SSCC Reduction

In Excess of
SSCC

Up to 25 2.40% 2.60% 1.65% 31.25% 2.40% 1.78750% 31.25% 2.60%
25 31 (25 30Proposed) 2.00% 2.25% 1.65% 17.50% 2.00% 1.85625% 17.50% 2.25%

Pre SSNRA
Post SSNRA

Current Rates Proposed RatesGroup E Rates

Credit for sick leave service is granted in accordance with the accrual rates above.
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Exhibit V

Montgomery County Employees� Retirement System

Group E Proposed Changes (Continued)

For the third proposal (Scenario 4), payment would be waived for up to 24 months of prior
military service credit. The assumed increases in military service are projected to increase
projected benefit amounts, but do not result in earlier eligibility for retirement benefits. At the
direction of the County, we have assumed that 13 percent of Group E members would be eligible
to receive 24 months of service credit for military service at no cost to the member.

o Because some members with prior military service may have already purchased service
credit for their prior military service, estimated cost may be lower than what is reflected in
this analysis.

Scenario 5 is the combined impact of Scenarios 1, 3 and 4 and assumes no change in the timing of
retirements.
Scenario 6 is the combined impact of Scenarios 2, 3 and 4 and assumes the modified retirement
rates used for Scenario 2.

The proposed change in the benefit accrual rates would result in an increase in benefits for affected
members. Increasing the benefit accrual rate would result in the following percent of Average Final
Earnings (AFE) if retiring with 20 years of service, 25 years of service, 30 years of service and 31 years of
service (for pay up to SSCC for post SSNRA benefits) for Group E.

20 25 30 31 20 25 30 31
Current Rates Group E 48.000% 60.000% 70.000% 72.000% 33.000% 41.250% 49.500% 51.150%
New Rates Group E 52.000% 65.000% 76.250% 76.250% 35.750% 44.688% 53.969% 53.969%

Percentage of Average Final Earnings Based on Years of Service
Pre SSNRA Post SSNRA
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Exhibit V

Montgomery County Employees� Retirement System

Group J Proposed Changes

Following is a summary of the proposed changes for Group J included in this analysis:

 For the first proposal (Scenario 1), the benefit accrual rate would be increased from 2.40 percent
to 2.50 percent of Average Final Earnings (AFE) for the first 25 years of credited service, and
remain at 2.00 percent of AFE for each year of credited service in excess of 25 years, to a
maximum of 30 years (decreased from a maximum of 31 years), plus up to two years of sick leave
credits. The benefit accrual rate after attainment of Social Security Normal Retirement Age
(SSNRA) is 68.75 percent of the benefit accrual rate prior to SSNRA (31.25 percent reduction) for
the first 25 years of service and is 82.50 percent of the benefit accrual rate prior to SSNRA (17.50
percent reduction) for each year of credited service in excess of 25 years, to a maximum of 30
years, for pay up to Social Security Covered Compensation (SSCC).

Please see the following table summarizing the change in benefit accrual rates.

Years of Service
Current
Rates

Proposed
Rates Up to SSCC Reduction

In Excess of
SSCC Up to SSCC Reduction

In Excess of
SSCC

Up to 25 2.40% 2.50% 1.65% 31.25% 2.40% 1.71875% 31.25% 2.50%
25 31 (25 30Proposed) 2.00% 2.00% 1.65% 17.50% 2.00% 1.65000% 17.50% 2.00%

Group J Rates Pre SSNRA
Post SSNRA

Current Rates Proposed Rates

Credit for sick leave service is granted in accordance with the accrual rates above.

The proposed change in the benefit accrual rates would result in an increase in benefits for affected
members. Increasing the benefit accrual rate would result in the following percent of Average Final
Earnings (AFE) if retiring with 20 years of service, 25 years of service, 30 years of service and 31 years of
service (for pay up to SSCC for post SSNRA benefits) for Group J.

20 25 30 31 20 25 30 31
Current Rates Group J 48.000% 60.000% 70.000% 72.000% 33.000% 41.250% 49.500% 51.150%
NewRates Group J 50.000% 62.500% 72.500% 72.500% 34.375% 42.969% 51.219% 51.219%

Percentage of Average Final Earnings Based on Years of Service
Pre SSNRA Post SSNRA

 For the second proposal (Scenarios 2 and 3), effective July 1, 2024, the age at which the benefit
changes would increase from SSNRA to age 70 as shown below.

Birth Date Current Scenarios 2 and 3
Before 1/1/1938 65 70
1/1/1938 to 12/31/1954 66 70
On or after 1/1/1955 67 70

o We have included two separate scenarios to illustrate the impact of the change in age at
which the benefit reduces.
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Exhibit V

Montgomery County Employees� Retirement System

 

Group J Proposed Changes (Continued)

 Scenario 2 illustrates the results of changing the age at which the benefit is
reduced and assumes no change in the timing of retirements.

 Scenario 3 reflects both a change in the benefit reduction age and a change in the
timing of retirements due to the proposed benefit change. Because the proposal
has an effective date of July 1, 2024, members may choose to delay retirement
until after July 1, 2024 in order to have their benefits reduced at a later age.
Therefore, modified lower retirement rates were assumed for plan years ending
June 30, 2023 and June 30, 2024, and modified higher retirement rates were
assumed for plan year ending June 30, 2025.

 Scenario 4 is the combined impact of Scenarios 1 and 2, and assumes no change in the timing of
retirements.

 Scenario 5 is the combined impact of Scenarios 1 and 3, and assumes the modified retirement
rates used for Scenario 3.
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Exhibit V

Montgomery County Employees� Retirement System

Group F Proposed Changes

Following is a summary of the proposed changes for Group F included in this analysis:

For the first proposal (Scenario 1), effective July 1, 2023, the DSRP eligibility requirement would be
changed from age 46 with 25 years of service to eligibility for normal retirement (age 55 with 15
years of service or 25 years of service with no age requirement).

o Retirement rates in Scenario 1 have been adjusted to reflect that some participants who
first reach normal retirement eligibility at age 55 with at least 15 years and less than 25
years of service will enter DRSP earlier than they were assumed to retire under the current
provisions (since these members could not previously participate in the DRSP).

Current DRSP Eligibility Proposed DRSP Eligibility
Age 46 with 25 Years of Service Age 55 with 15 Years of Service OR Any

Age with 25 Years of Service (normal
retirement eligibility conditions)

The second proposal (Scenario 2) would increase the age at which the benefit changes for
members who retire on or after July 1, 2023 from SSNRA to age 70 as shown below.

Age at Reduction of Group F Benefit
Birth Date Current Scenario 2
Before 1/1/1938 65 70
1/1/1938 to 12/31/1954 66 70
On or after 1/1/1955 67 70

For the third proposal (Scenario 3 and Scenario 4), effective January 1, 2025, the benefit accrual
rate would be increased from 2.40 percent to 2.60 percent of Average Final Earnings (AFE) for the
first 25 years of credited service, and remain from 2.40 percent of AFE for each year of credited
service in excess of 25 years, to a maximum of 34 years (decreased from a maximum of 36 years),
including sick leave credits. The benefit accrual rate after attainment of Social Security Normal
Retirement Age (SSNRA) is 68.75 percent of the benefit accrual rate prior to SSNRA (31.25 percent
reduction) for each year of credited service, to a maximum of 34 years, for pay up to Social
Security Covered Compensation (SSCC).

o Scenario 3 illustrates the results of changing the benefit accrual rates and assumes no
change in the timing of retirements.

o Scenario 4 reflects both a change in the benefit accrual rates and a change in the timing of
retirements due to the proposed benefit change. Because the proposal has an effective
date of January 1, 2025, members may choose to delay retirement until after
January 1, 2025 in order to receive a benefit (at a later age) based on a higher benefit
accrual rate. Therefore, modified lower retirement rates were assumed for plan years
ending June 30, 2023 and June 30, 2024, and modified higher retirement rates were
assumed for plan year ending June 30, 2025.
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Exhibit V

Montgomery County Employees� Retirement System

Group F Proposed Changes (Continued)

Please see the table below summarizing the change in benefit accrual rates.

Years of Service
Current
Rates

Proposed
Rates Up to SSCC Reduction

In Excess of
SSCC Up to SSCC Reduction

In Excess of
SSCC

Up to 25 2.40% 2.60% 1.65% 31.25% 2.40% 1.78750% 31.25% 2.60%
25 36 (25 34 Proposed) 2.40% 2.40% 1.65% 31.25% 2.40% 1.65000% 31.25% 2.40%

Group F Rates Pre SSNRA
Post SSNRA

Current Rates Proposed Rates

Credit for sick leave service is granted in accordance with the accrual rates above.

Scenario 5 is the combined impact of Scenarios 1, 2 and 3 and assumes no change in the timing of
retirements.
Scenario 6 is the combined impact of Scenarios 1, 2 and 4 and assumes the modified retirement
rates used for Scenario 4.

The proposed change in the benefit accrual rates would result in an increase in benefits for affected
members. Increasing the benefit accrual rate would result in the following percent of Average Final
Earnings (AFE) if retiring with 25 years of service, 30 years of service, 34 years of service and 36 years of
service (for pay up to SSCC for post SSNRA benefits) for Group F.

25 30 34 36 25 30 34 36
Current Rates Group F 60.000% 72.000% 81.600% 86.400% 41.250% 49.500% 56.100% 59.400%
NewRates Group F 65.000% 77.000% 86.600% 86.600% 44.688% 52.938% 59.538% 59.538%

Percentage of Average Final Earnings Based on Years of Service
Pre SSNRA Post SSNRA
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Exhibit V

Montgomery County Employees� Retirement System

Group G Proposed Changes

Following is a summary of the proposed changes for Group G included in this analysis:

The current Cost of Living adjustment (COLA) on retiree benefits is based on the change in
Consumer Price Index (CPI).

o For members enrolled prior to July 1, 1978, the COLA is unlimited
o For members enrolled on or after July 1, 1978 and retired prior to March 1, 2000, the

COLA is equal to 60 percent of the change in CPI, limited to 5.0 percent (unless disabled or
over age 65, then no maximum).

o For members enrolled on or after July 1, 1978 and retire on or after March 1, 2000, the
COLA on the benefit attributable to pre July 1, 2011 service is equal 100 percent of the
change in CPI up to 3.0 percent and 60 percent of increase in excess of 3.0 percent up to a
total adjustment of 7.5 percent (unless disabled or over age 65, then no maximum)

o The COLA on the benefit attributable to post July 1, 2011 service is equal 100 percent of
the change in CPI up to 2.5 percent.

The first proposal (Scenario 1), effective December 31, 2023, would cap the total increase for
members enrolled on or after July 1, 1978 and retired on or after March 1, 2000 at 5.0 percent
(compared to the current cap of 7.5 percent) and apply this same provision to the benefit
attributable to post July 1, 2011 service (instead of capping the increase at 2.5 percent).
o The COLA assumptions would change as follows:

Current Scenario 1 Change
Enrolled prior to 7/1/1978 2.50% 2.50% 0.00%
Enrolled on or after 7/1/1978 and retired prior to 3/1/2000 1.50% 1.50% 0.00%
Enrolled on or after 7/1/1978 and retire on or after 3/1/2000 2.50% 2.45% 0.05%
Benefits attributable to service after 7/1/2011 2.20% 2.45% 0.25%

o In order to review the COLA assumption, we performed a simulation of inflation
assuming that inflation is normally distributed with a mean return equal to the current
inflation assumption of 2.50 percent and a standard deviation of 1.49 percent (used in
the most recent experience study). We then determined a simulated COLA increase
based on simulated inflation and applying the COLA provisions under the current and
proposed provisions.

o The COLA cap change is assumed to affect both current and future benefit recipients who
enrolled on or after July 1, 1978 and retired (or retire) on or after March 1, 2000.

For the second proposal (Scenario 2), effective July 1, 2023, the benefit accrual rate would be
increased from 2.50 percent to 2.60 percent of Average final Earnings (AFE) for the first 20 years
of credited service, increased from 2.00 percent to 2.60 of AFE for each year of credited service in
excess of 20 years, but less than 25 years, and decreased from 2.00 percent to 1.25 percent of AFE
for each year of credited service in excess of 25 years, to a maximum of 31 years, plus sick leave
credits. The benefit accrual rate after attainment of Social Security Normal Retirement Age
(SSNRA) is 68.75 percent of the benefit accrual rate prior to SSNRA for pay up to Social Security
Covered Compensation (SSCC).
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Group G Proposed Changes (Continued)

Please see the table below summarizing the change in benefit accrual rates.

Years of Service
Current
Rates

Proposed
Rates Up to SSCC Reduction

In Excess of
SSCC Up to SSCC Reduction

In Excess of
SSCC

Up to 20 2.50% 2.60% 1.71875% 31.25% 2.50% 1.78750% 31.25% 2.60%
20 25 2.00% 2.60% 1.37500% 31.25% 2.00% 1.78750% 31.25% 2.60%
25 31 2.00% 1.25% 1.37500% 31.25% 2.00% 0.85938% 31.25% 1.25%
Sick Leave 5.00% 5.00% 3.43750% 31.25% 5.00% 3.43750% 31.25% 5.00%

Group G Rates Pre SSNRA
Post SSNRA

Current Rates Proposed Rates

Scenario 3 is the combined impact of Scenarios 1 and 2.

The proposed change in the benefit accrual rates would result in an increase in benefits for affected
members. Increasing the benefit accrual rate would result in the following percent of Average Final
Earnings (AFE) if retiring with 20 years of service, 25 years of service, 27.5 years of service and 30 years of
service (for pay up to SSCC for post SSNRA benefits) for Group G.

20 25 27.5 30 20 25 27.5 30
Current Rates Group G 50.000% 60.000% 65.000% 70.000% 34.375% 41.250% 44.688% 48.125%
New Rates Group G 52.000% 65.000% 68.125% 71.250% 35.750% 44.688% 46.836% 48.984%

Percentage of Average Final Earnings Based on Years of Service
Pre SSNRA Post SSNRA

The estimated cost impact is measured based on an updated baseline scenario.

The updated baseline is based on the following recently passed legislation.
o The benefit accrual rate is 5.00 percent of Average Final Earnings (AFE) from retirement to

Social Security Normal Retirement Age (SSNRA) and 3.4375 percent of AFE after
attainment of SSNRA for each year of sick leave credits. The benefit accrual rate after
attainment of SSNRA is 68.75 percent of benefit accrual rate prior to SSNRA for pay up to
SSCC.
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Retirement Rates

Age

Under 25
Years of
Service

25Years of
Service and

Over

First DROP
Eligibility
(Group E
Only)

Under 25
Years of
Service

25Years of
Service

25Years of
Service and

Over

Scenarios 1 and 5
Under 25Years of

Service*
Under 42 3.50% 3.50% 2.50% 10.00% 10.00% 2.50%

42 3.50% 3.50% 2.50% 10.00% 10.00% 2.50%
43 3.50% 3.50% 2.50% 10.00% 10.00% 2.50%
44 3.50% 3.50% 2.50% 10.00% 10.00% 2.50%
45 3.50% 8.00% 2.50% 10.00% 10.00% 2.50%
46 3.50% 8.00% 18.00% 3.00% 10.00% 10.00% 3.00%
47 3.50% 8.00% 18.00% 4.00% 10.00% 10.00% 4.00%
48 3.50% 8.00% 18.00% 4.00% 10.00% 10.00% 4.00%
49 5.00% 20.00% 30.00% 4.00% 10.00% 10.00% 4.00%
50 7.50% 20.00% 30.00% 8.00% 18.00% 18.00% 8.00%
51 7.50% 20.00% 30.00% 8.00% 18.00% 18.00% 8.00%
52 7.50% 20.00% 30.00% 8.00% 18.00% 18.00% 8.00%
53 7.50% 20.00% 30.00% 8.00% 20.00% 20.00% 8.00%
54 7.50% 20.00% 30.00% 12.00% 20.00% 20.00% 12.00%
55 15.00% 30.00% 25.00% 12.00% 50.00% 35.00% 36.00%
56 15.00% 30.00% 25.00% 12.00% 50.00% 35.00% 36.00%
57 15.00% 30.00% 25.00% 15.00% 50.00% 35.00% 45.00%
58 15.00% 30.00% 25.00% 15.00% 50.00% 35.00% 45.00%
59 15.00% 30.00% 25.00% 15.00% 50.00% 35.00% 45.00%
60 15.00% 30.00% 50.00% 20.00% 65.00% 50.00% 60.00%
61 15.00% 30.00% 50.00% 20.00% 65.00% 50.00% 60.00%
62 15.00% 30.00% 50.00% 20.00% 65.00% 50.00% 60.00%
63 15.00% 30.00% 50.00% 25.00% 65.00% 50.00% 25.00%
64 15.00% 30.00% 50.00% 25.00% 65.00% 50.00% 25.00%
65 50.00% 50.00% 85.00% 100.00% 100.00% 100.00% 100.00%
66 50.00% 50.00% 85.00%
67 50.00% 50.00% 85.00%
68 50.00% 50.00% 85.00%
69 50.00% 50.00% 85.00%
70 100.00% 100.00% 100.00%

Groups E and J Group F

* Modified rates for Group F in scenarios 1 and 5 (DRSP eligibility scenarios) only apply for fiscal year ending
June 30, 2024. For subsequent years, the rates used for scenarios 1 and 5 are tripled for members first reaching
retirement eligibility at age 55 with less than 25 years of service.

For Group E, under scenarios 2 and 6, and for Group J, under scenarios 3 and 5, (benefits reduce at age
70), the retirement rates are decreased by 50% from the current rate used in the actuarial valuation for
fiscal years ending June 30, 2023 and June 30, 2024. Additionally, the retirement rates are increased by
185% for fiscal year ending June 30, 2025.

For Group F, Under Scenarios 4 and 6 (benefit accrual rate change), the retirement rates are decreased by
80% from the current rate used in the actuarial valuation for fiscal years ending June 30, 2023 and
June 30, 2024. Additionally, the retirement rates are increased by 185% for fiscal year ending
June 30, 2025.
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Benefit Provisions as of July 1, 2022

1. Social Security Wage Base

For any particular year, the maximum amount of earnings creditable for benefit computation
purposes under the Old Age, Survivors and Disabilities Insurance Program established by the Federal
Social Security Act.

Year Social Security Taxable Wage Base
2011 $106,800
2012 $110,100
2013 $113,700
2014 $117,000
2015 $118,500
2016 $118,500
2017 $127,200
2018 $128,400
2019 $132,900
2020 $137,700
2021 $142,800
2022 $147,000

2. Social Security Maximum Compensation Level

The maximum dollar amount of earnings upon which Social Security benefits are based, assuming:
(1) an employee�s annual compensation is at least as great as the taxable wage base each year, for a
35 year period through the year in which the employee attains Social Security Retirement Age,
(2) the employee remained in covered employment during each calendar year, and (3) the taxable
wage base stays level from date of retirement to Social Security Retirement Age.

Following are the 2022 Covered Compensation levels published by the Internal Revenue Service for
select ages.

Calendar Year of Birth
Calendar Year of Social
Security Retirement Age

2022 Covered Compensation
Table II

1955 2022 $91,884
1956 2023 94,800
1957 2024 97,620
1958 2025 100,356
1959 2026 103,032

3. Social Security Retirement Age

Age 65 for employees born prior to January 1, 1938.
Age 66 for employees born on or after January 1, 1938, and prior to January 1, 1955.
Age 67 for employees born on or after January 1, 1955.
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4. Regular Earnings

Gross pay for actual hours worked, excluding overtime.
Imputed Compensation for FY2010 only (effective July 1, 2009):

Regular earnings for a Group A, E, J or H member who is employed on July 1, 2009, includes
amounts as if the member had received an increase of 4.5% in the member�s gross pay as of
July 1, 2009, except for the purpose of calculating a member�s contribution.

5. Benefits

A. Normal Retirement Date:

Age and Service Requirement:

Group E, J: Age 55 and 15 years of credited service, or age 46 and 25 years of credited service.

Group F: Age 55 and 15 years of credited service, or 25 years of credited service (effective
July 1, 2008; previously, age 55 and 15 years of credited service, or age 46 and 25 years of
credited service).

Group G: Age 55 and 15 years of credited service, or any age with 20 years of credited service
(effective July 1, 2007; previously age 55 and 15 years of credited service, or any age with 25
years of credited service).

B. Benefit Amount:

1. Optional non integrated plan: All groups other than Group E, J, F or G � 2 percent of average
final earnings multiplied by years of credited service, up to a maximum of 36 years, plus sick
leave credits.

Group E, J: 2.4 percent of average final earnings for each of the first 25 years of credited
service, plus 2 percent of average final earnings for each year of credited service after 25
years up to a maximum of 31 years, plus sick leave credits. Sick leave credit in excess of
25 years is credited at 2 percent of average final earnings.

Group F: 2.4 percent of average final earnings for each year of credited service, up to a
maximum of 36 years, plus sick leave credits.

Group G: 2.5 percent of average final earnings for each of the first 20 years of credited
service, plus 2 percent of average final earnings for each year of credited service after 20
years up to a maximum of 31 years, plus sick leave credits (effective July 1, 2007;
previously 2 percent of average final earnings for each of the first 20 years of credited
service, plus 3 percent of average final earnings for each year of credited service from
21st year through 24th year, plus 8 percent of average final earnings for the 25th year of
credited service, plus 2 percent of average final earnings for each year of credited service
after 25 years up to a maximum of 31 years, plus sick leave credits).
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2. Integrated plans:

a. From date of retirement to Social Security Retirement Age:

Group E, J: 2.4 percent of average final earnings for each of the first 25 years of credited
service, plus 2 percent of average final earnings for each year of credited service
more than 25 years up to a maximum of 31 years, plus sick leave credits.

Group F: 2.4 percent of average final earnings multiplied by years of credited service,
up to a maximum of 36 years of service including sick leave credits. (Effective
7/1/2008; previously 2.4 percent of average final earnings for each year of credited
service, up to a maximum of 30 years, plus sick leave credits. Sick leave credit in
excess of 30 years is credited at 2 percent of average final earnings).

Group G: 2.5 percent of average final earnings for each of the first 20 years of
credited service, plus 2 percent of average final earnings for each year of credited
service after 20 years up to a maximum of 31 years, plus sick leave credits (effective
7/1/2007; previously 2 percent of average final earnings for each of the first 20 years
of credited service, plus 3 percent of average final earnings for each year of credited
service from 21st year through 24th year, plus 8 percent of average final earnings for
the 25th year of credited service, plus 2 percent of average final earnings for each
year of credited service after 25 years up to a maximum of 31 years, plus sick leave
credits).

b. From attainment of Social Security Retirement Age:

Group E, J: 1.25 percent (effective 7/1/2009: 1.65 percent) of average final earnings up
to Social Security maximum covered compensation for each year of credited service
up to a maximum of 31 years plus sick leave credits, plus 2.4 percent of average final
earnings above Social Security maximum covered compensation for each of the first
25 years, and 2 percent of average final earnings above Social Security maximum
covered compensation for each year of credited service after 25 years up to a
maximum of 31 years, plus sick leave credits. Sick leave credits used for years in
excess of 25 years is credited at 2 percent of average final earnings above Social
Security maximum covered compensation.

Group F: 1.65 percent of average final earnings up to Social Security maximum
covered compensation for each year of credited service up to a maximum of 36 years
including sick leave credits and 2.4 percent of average final earnings above Social
Security maximum covered compensation for each year of credited service up to a
maximum of 36 years including sick leave credits. (Effective 7/1/2008; previously
1.65 percent of average final earnings up to Social Security maximum covered
compensation for each year of credited service up to a maximum of 30 years, plus
1.25 percent of average final earnings up to Social Security maximum covered
compensation for each year of credited service in excess of 30 years, plus sick leave
credits, and 2.4 percent of average final earnings above Social Security maximum
covered compensation for each year of credited service up to a maximum of 30
years, plus sick leave credits. Sick leave credits used for years in excess of 30 years is
credited at 2 percent of average final earnings above Social Security maximum
covered compensation).
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Group G: 1.71875 percent of average final earnings up to Social Security maximum
covered compensation (2.5 percent of average final earnings above Social Security
maximum covered compensation) for each of the first 20 years of credited service,
plus 1.375 percent of average final earnings up to Social Security maximum covered
compensation (2 percent of average final earnings above Social Security maximum
covered compensation) for each year of credited service after 20 years up to
maximum of 31 years, plus sick leave credits.

6. Post Retirement Increases

Optional non integrated plan: Annual adjustment to the benefit equal to 100 percent of the change
in Consumer Price Index for the Washington Metro Area for years and months of credited service
before July 1, 2011. For years and months of credited service after June 30, 2011, any adjustment
will not exceed 2.5 percent.

Optional integrated plan: Annual adjustment to the benefit equal to 100 percent of the change in
Consumer Price Index for the Washington Metro Area for years and months of credited service
before July 1, 2011. For years and months of credited service after June 30, 2011, any adjustment
will not exceed 2.5 percent.

Mandatory integrated plan:

 Participants who enrolled on or after July 1, 1978, and retired before November 1, 2001 �
Annual adjustment to the benefit equal to 60 percent of CPI increase, limited to 5 percent.
However, if over age 65 or disabled, then the maximum limit of 5 percent does not apply.

 Participants who enrolled on or after July 1, 1978, and retired on or after November 1, 2001
� Annual adjustment to the benefit equal to 100 percent of the change in Consumer Price
Index for the Washington Metro Area up to 3 percent, plus 60 percent of any change in
Consumer Price Index greater than 3 percent, not to exceed a total of 7.5 percent for years
and months of credited service before July 1, 2011. The maximum 7.5 percent does not
apply to disability retirees or retirees over age 65 for years of service before July 1, 2011.
For years and months of credited service after June 30, 2011, any adjustment will not
exceed 2.5 percent.

Following are the recent COLA increases granted July 1.

COLA Granted
July 1

100% of CPI, pre
7/1/2011 service

100% of CPI, capped at
2.5%, post 7/1/2011 service 60% of CPI

2020 0.088% 0.088% 0.053%
2021 3.797% 2.500% 2.278%
2022 7.518% 2.500% 4.511%

Disability Benefits:

For a disability occurring after June 30, 2011, as determined by the Disability Review Panel, any
post retirement adjustment of the disability retirement benefit will not exceed 2.5 percent.
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Sick Leave:

For purposes of applying any post retirement adjustment, any sick leave will be credited as years
and months of service as of the date of retirement. For participants who retire after July 1, 2011,
any post retirement adjustment will not exceed 2.5 percent on any sick leave credited as years and
months of service.

DRSP Participants:

Effective July 1, 2011, any additional sick leave credited as years and months of service at DRSP exit
is subject to the 2.5 percent post retirement adjustment limit.

DROP Participants:

Effective July 1, 2011, any additional sick leave credited as years and months of service at DROP exit
is subject to the 2.5 percent post retirement adjustment limit.

Transferred Service:

For purposes of applying any post retirement adjustment, any transferred service will be credited as
years and months of service as of the date a properly completed application is filed with the Benefits
Team. For applications to transfer service credit filed after June 30, 2011, any post retirement
adjustment will not exceed 2.5 percent on the transferred service.

Purchased Service:

For purposes of applying any post retirement adjustment, any purchased service will be credited as
years and months of service as of the date a properly completed application is filed with the Benefits
Team. For applications to purchase service credit filed after June 30, 2011, any post retirement
adjustment will not exceed 2.5 percent on the purchased service.

7. Deferred Retirement Option Plan (DROP) for Group E (effective 7/1/2015)

A. Eligibility for DROP entry:

Any group E and J uniformed correctional officers or sworn deputy sheriffs who are at least 55
years old and have at least 15 years of credited service or have attained age 46 and 25 years of
credited service may participate in the DROP plan.

B. Exit from DROP:

The first day of any month not to exceed 36 months.
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C. The DROP account is:

A member directed account outside the System�s usual investment.
Credited with the investment gains and losses of the chosen investments.
Credited with the monthly benefits that the member would have received if the member
had retired at DROP entry.

Upon exit from DROP, the member can receive the DROP account as a lump sum payment or as
actuarially equivalent monthly benefits.

D. Post DROP monthly benefit:

The amount the participant would have received at DROP entry with post retirement increases for
the period in DROP.

E. Disability while in DROP:

Non Service Connected: The member will receive a pension benefit calculated as if they retired
with a non service connected disability on the date they exited DROP and their DROP account.

Service Connected Disability: The member can elect (i) their DROP account and the post DROP
monthly benefit or (ii) a disability benefit calculated as if the member had never entered DROP.

F. Death while in DROP:

The beneficiary will receive the greater of (i) the death benefit that the beneficiary would have
received if the member had died at DROP entry with post retirement increases plus the DROP
account or (ii) the death benefit calculated as if the member had never entered DROP.

G. Member Contributions:

Members do not contribute while in DROP.

8. Discontinued Retirement Service Program (DRSP) for Group F (effective 7/1/2008)

A. Eligibility for DRSP entry:

Any group F member who has attained age 46 and 25 years of credited service may participate in
the DRSP plan.

B. Exit from DRSP:

The first day of any month not to exceed 36 months.
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C. The DRSP account is:

 A member directed account outside the System�s usual investment.
 Credited with the investment gains and losses of the chosen investments.
 Credited with the monthly benefits that the member would have received if the member

had retired at DRSP entry.

Upon exit from DRSP, the member can receive the DRSP account as a lump sum payment or as
actuarially equivalent monthly benefits.

D. Post DRSP monthly benefit:

The amount the participant would have received at DRSP entry with post retirement increases for
the period in DRSP.
 

E. Disability while in DRSP:

Non Service Connected: The member will receive a pension benefit calculated as if they retired
with a non service connected disability on the date they exited DRSP and their DRSP account.

Service Connected Disability: The member can elect (i) their DRSP account and the post DRSP
monthly benefit or (ii) a disability benefit calculated as if the member had never entered DRSP.

F. Death while in DRSP:

The beneficiary will receive the greater of (i) the death benefit that the beneficiary would have
received if the member had died at DRSP entry with post retirement increases plus the DRSP
account or (ii) the death benefit calculated as if the member had never entered DRSP.

G. Member Contributions:

Members do not contribute while in DRSP.

9. Deferred Retirement Option Plan (DROP) for Group G

A. Eligibility for DROP entry:

Any group G member who has met the age and service requirements for a normal retirement may
participate in the DROP plan (effective 7/1/2007; previously only Group G members with at least
25 years of credited service).

B. Exit from DROP:

The first day of any month not to exceed 36 months.
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C. The DROP account collects:

The member�s contributions while in DROP.
The monthly benefits that the member would have received if the member had retired at
DROP entry.
7.5 percent interest on the amount in the account at the beginning of each calendar quarter
(8.25 percent interest for members enrolled in DROP before July 1, 2013).

Upon exit from DROP, the member can receive the DROP account as a lump sum payment or as
actuarially equivalent monthly benefits.

D. Post DROP monthly benefit:

The amount the participant would have received at DROP entry with post retirement increases for
the period in DROP.

E. Disability while in DROP:

Non Service Connected: The member will receive a pension benefit calculated as if they retired
with a non service connected disability on the date they entered DROP and their DROP account.

Service Connected Disability: The member can elect (i) their DROP account and the post DROP
monthly benefit or (ii) a disability benefit calculated as if the member had never entered DROP.

F. Death while in DROP:

The beneficiary will receive the greater of (i) the death benefit that the beneficiary would have
received if the member had died at DROP entry with post retirement increases plus the DROP
account or (ii) the death benefit calculated as if the member had never entered DROP.
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