
SUPPLEMENTAL MEMCR,ANDUM RE: HB 463

SUPPLEMENT TO BAC KG ROUN D

Mr. Fred Dovies, Jr., of the Legislotive Budget ond Finonce Committee, formerly Secretory bf the
Municipol Employees Retirement System. commented thot he sees no ob[ection to on increose of the
regulor interest from3l/2"/" to 4o/o. He observed thot, since interest rotes flucfuote, roising the
interest to 4 l/2"/o moy meet o turn in the mortef ond moy involve overpoyment of occounfs requiring
supplemenhl poyments from the counties or invqsion of the principle of the retirement fund.

As precedent, he cited the recent rise in the interest rote for the Municipol Employees Retirement
System from 3 l/2/o to 4/".

lncidentolly, counties moy elect fo hove employees covered under the Municipol Employees

Retirement System insteod of under the county sysfem.

The conclusion os to benefits is thot the increose would occrue to the benefif of eoch member. ln
controst, the Stote Employees Retirement System hos on "equolizing comPonent/ " which provides
thot i:f o member's onnuity is nof os greot os the stote's onnuity, the stote will odd o supplement to
equolize the omount. The employer's onnuity is figured on the best five-yeor overoge, whereos fhe
member's onnuity is bosed on octuol confributions. Consequently, Mr. Dovies concludes, the
increose fo meet eomings in the stote system will not go to fhe individuol qccount.

Mr. Dovi.s olso discussed the motter with on octuory, who found no obiection to the increose.
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