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This bill allows Prince George’'s County deputy sheriffs who igpgte in the
Employees’ Pension System (EPS) as employees of a patitigj governmental unit to
transfer to the Prince George’s County Deputy Sheriff's Cohgorgive Pension Plan
(CPP). The transfer of service credit is governed by Stateatldressing transfers of
credit between State and local pension plans, with one exceptionviduads who
choose to transfer receive one year of service credit in theePGeorge’s County plan
for each year of service earned in EPS.

The bill takes effect July 1, 2009, and terminates December 31, 2009.

Fiscal Summary
State Effect: None. The bill affects only Prince George’s County.

Local Effect: Assuming all 12 eligible deputy sheriffs transfer to CPP, pension liabiliti
for Prince George’s County increase by $2.8 million and normal dostease by
$165,300. Amortizing the liabilities over 30 years, as the county regainel adding the
normal costs results in the county’s pension contribution increasin§2B8,400 in
FY 2010. Those costs are expected to increase annually accddiagtuarial
assumptionsThis bill may impose a mandate on a unit of local government.

Small Business Effect: None.




Analysis

Current Law: Employees of local governments that participate in EPSréisipating
governmental units (PGUs) are members of EPS as a condition of their eraptoym

Title 37 of the State Personnel and Pensions Article governsdranstween State and
local pension plans. Under Title 37, individuals may not transfer toensystem to
another unless the employer contributions made on the individual's betthi prior
system are transferred to the new system. The individual ribeeives one year of
service credit in the new system for each year of creditedam the prior system.
However, individuals who transfer to a State or local retirensgstem for a police or
fire department may be subject to an actuarial adjustment ioftthesferred credit to
reflect the earlier retirement ages typical of most éaiorcement pension plans. Title
37 also specifies that an individual who retires within fiverye# transferring into a
State or local plan must receive the same benefits that woudddeeen paid under the
prior plan for the transferred credit.

Background: Prince George’s County participates as a PGU in the noncontgibutor
portion of EPS. Under the noncontributory plan, there is no employeeabcoiotn for

the portion of a member’'s compensation that is below the SBewlrity wage base; an
employee contributes 5% of compensation that exceeds the wage F@s2009, the
wage base is $106,800. Deputy sheriffs who participate in HB& raceive
supplemental benefits from Prince George’s County, and make emgloyggutions to

the supplemental plan. However, a description of those benefits wpsonimted by the
county.

Prince George’s County advises that 12 current deputy sherifeffacted by this bill.
Exhibit 1 summarizes the benefits provided by the noncontributory EPS plan &d CP
As the exhibit shows, CPP allows members to retire earl@maovides a much more
generous benefit, but also requires a substantially higher employee contribution.
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Exhibit 1
Pension Plan Provisions

Prince George’s Noncontributory
CPP EPS
Normal Retirement Age 35 62"
qurs of Service for Normal o0 30
Retirement
0
Employee Contribution 10% 0% (up to SSWB)

5% (above SSWB)

3.0% (years 1-20)
Benefit Multiplier 2.5% (years 21-30) 1.2%

SSWB: Social Security Wage Base

'Retiree must have at least five years of service.
“Members stop earning credit after 30 years of service.

Source: Maryland Annotated Code, State Personnel and Pensions Article; Prince George’s County

Local Fiscal Effect: Based on an actuarial analysis conducted by the Prince George’s
County actuary, if all 12 eligible deputy sheriffs transfer froRSEo CPP, the transfer
results in the county’s unfunded accrued pension liabilities increasing byn#tto® and
normal costs increasing by $165,300. Amortizing the increasedtiebover 30 years,

as the county requires, and adding the increased normal costs, meshkscounty’s
pension contributions increasing by an estimated $278,400 beginning in fiscal 2010.

Increased costs for the county stem from the fact that timsféraed service credit
allowed under this bill is underfunded. The earlier retiremegiodity for CPP makes

each year of service earned under EPS more valuable undefr@PRan actuarial

standpoint, but no actuarial adjustment is made to reflect theetitfie. Also, the

employer contributions paid under EPS that transfer to CPP areleisdy lower than

those currently paid by the county for CPP members. Finalije CPP members pay
10% of their compensation toward their benefit, the 12 membersramsfer their credit

will earn the same credit while having made no contribution to Edtployee

contributions made to the county’s supplemental plan will transfer to CPP.
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To the extent that some of the affected members retiresgntlan five years, county
costs could be lower. As noted above, individuals who transfer to CPfetaedn less
than five years may not be eligible for the higher benefits provided by CPP.

Additional Information

Prior Introductions: HB 1012 of 2008 was heard by the House Committee on
Appropriations and then withdrawn.

Cross File: None.

Information Source(s): Prince George’s County; Gabriel, Roeder, Smith & Company;
Maryland State Retirement Agency; Department of Legislative Services

Fiscal Note History:  First Reader - March 23, 2009
mam/rhh

Analysis by: Michael C. Rubenstein Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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