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L.D. 2124
DATE: ‘/"7’ 00 (Filing No. H-/o‘%h
MINOLITY

LABOR

Reproduced and distributed under the direction of the Clerk of
the House.

STATE OF MAINE
HOUSE OF REPRESENTATIVES
119TH LEGISLATURE
SECOND REGULAR SESSION

COMMITTEE AMENDMENT "/?h to H.P. 1484, L.D, 2124, Bill, "An
Act to Change the State Retirement System from a Defined Benefit
Plan to a Defined Contribution Plan"

Amend the bill in section 1 in subsection 28-B in the 3rd
line (page 1, 1line 7 in L.D.) by striking out the following:
"2000" and inserting in its place the following: '2001'

Further amend the bill in section 1 in subsection 28-C in
the 2nd 1line (page 1, 1line 11 in L.D.) by striking out the
following: "401(k)" and inserting in its place the following:
'401(a)’

Further amend the bill in section 2 in that part designated
"§17651." by striking out all of the first paragraph (page 1,
lines 20 to 23 in L.D.) and inserting in its place the following:

'All employees shaii hired before July 1, 2001 become

members of the retirement system as a condition of their

employment, but after July 1, 2001, may elect to participate in

Plan 2 as provided in section 18105. Empl hir n or af

ul 1 2001 mu e _me r £ ith 1 r Plan
Election to participate in Plan 1 or Plan 2 is a one-time choice
that must be exercised as provided in rules adopted by the
retirement system. Rules adopted under this section are routine
technical rul efined in ch r 375, subchapter II-A.'

Further amend the bill in section 3 in the 4th line (page 1,
line 31 in L.D.) by striking out "2000" and inserting in its
place the following: '2001'

Further amend the bill in section 3 in that part designated
"§18101." in subsection 6 by striking out all of paragraph A
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COMMITTEE AMENDMENT "l}" to H.P. 1484, L.D, 2124

(page 2, lines 18 to 21 in L.D.) and inserting in its place the
following:

‘A, Is first employed and entered upon the payroll of the
individual's employer on or after July 1, 2001, who is
eligible to participate in either Plan 1 or Plan 2 and who
elects to participate in Plan 2; or'

Further amend the bill in section 3 by striking out all of
that part designated "§18102." (page 2, lines 31 to 45 in L.D.)
and inserting in its place the following:

'§1§1Q2, Investment options: direction by participant:

rticipan nd refun neficiary i lely ¢ nsible for the
selection and man ment of n option r ion for h
inv ment of ha indivi l's mplo n empl T

gualified participant or refund beneficiary shall notify the
employer of the investment option or options selected and of any
changes,

ission . . . . .
select one or more firms to offer defined contribution retirement
plans for state employees and teachers as a_ result of

inv igation and m itive iddin a tlined in chapter

155, Following study and evaluation, a replacement or an
additional firm or firms may be selected through competitive
bidding. Any firm selected in accordance with this section must
be a registered investment advisor under the federal Investment

Company Act of 1940 or r inv nt_advisor horize
i r manage fun n he Internal n C 198
as amended.

In ion Thr m iti iddin a
provided in subsection 2, the Commissioner of Administrative and
Financial Services shall arrange for the provision of a range of

n

investment options from which qualified participants may select.
The options must include a core of investment choig that

repr n lan of rni ntial i f
principal. The options available may also include, as directed
he commissioner, investmen i h fer significantl
re r rigsk and earnin ntial or more investor s ri n
principal protection than the core of investment choices. No
more than 20% of an ualifi rticipant's i men ions
m 1 from outsi h re inv m hoi
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COMMITTEE AMENDMENT "‘a" to H.P. 1484, L.D. 2124

mpl r_shall h 1ifi
participant's paycheck the employer and employee contributions
rovi in ion 1 an h n he investmen
option or options selected by the qualified participant, former

qualified participant or refund beneficiary.

Further amend the bill in section 3 in that part designated

"§18104." by striking out all of the last sentence (page 3, lines
10 to 13 in L.D.) and inserting in its place the following: 'This
section does not prohibit a qualified participant from
participating in an United States Internal Revenue Code, Section
457 plan or ection 4 lan established b hi r

other public sector employer,'

Further amend the bill in section 3 in that part designated
"§18105." in subsection 1 in the 7th line (page 3, line 24 in
L.D.) by striking the following: "2000" and inserting in its
place the following: '2001' and in the 8th line (page 3, line 25
in L.D.) by striking out "2002" and inserting in its place the
following: '2003'

Further amend the bill in section 3 in that part designated
"§18105." in subsection 2 in the 2nd line (page 3, line 40 in
L.D.) by striking the following: "2000" and inserting in its
place the following: '2001' and in the 3rd line (page 3, line 41
in L.D.) by striking out "2000" and inserting in its place the
following: '2001'

Further amend the bill in section 3 by striking out all of
that part designated "§18108," (page 4, line 50 and page 5, lines
1 to 6 in L.D.) and inserting in its place the following:

'S181 ntribution

1., Emwployee rate. A gualified participant shall contribute
7 % arnable contribution fund P 2_an i ili
and death benefits provided under section 18111, Employee
contributions wunder this section may be treated as employer
contributions in accordance with United States Internal Revenue

Code, Section 414(h).
2. Employer rate. A qgualified participant's emplover shall

ntri 7% of th rticipant'’ mpen ion Plan
2 _on half of the participant.

T mpl r hall ontri e towar n f 11 existin

fun liabiliti £f th retir n m n 1f f

lifie rticipants in the manner as for members of the
retirem em under tion 17253.'
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COMMITTEE AMENDMENT "/9< to H.P. 1484, L.D, 2124

Further amend the bill in section 3 by inserting at the end
the following:

'§18111. Disability and death benefits

A gualifi rticipant wh i led while a member
of Plan 2 is eligible for a disability retirement benefit on the
same basis as is provided for members of the Maine State

st

r

designated beneficiary or beneficiaries of a gqualified

participant who dies are _eligible for _ordinary death or
h

surviving beneficiaries under subchapter V, articles 4 and 5.'

Further amend the bill by inserting after section 3 the
following:

'Sec. 4. Expenditures in excess of allocations. Expenditures
required by this Act of funds from other than the General Fund
and the Highway Fund are authorized to exceed legislative
allocations during the fiscal year ending June 30, 2001.
Appropriate adjustments to bhasic work programs facilitating these
expenditures in excess of allocations must be recommended by the
State Budget Officer and approved by the Governor.

Sec. 5. Adjustment of rates. The State Budget Officer shall
assess the accounts in other funds for their share of the
computerization and calculation of present value of present
members' future retirement benefits costs based on total fiscal
year 2000-01 salaries in those accounts.

Sec. 6. Appropriation. The following funds are appropriated
from the General Fund to carry out the purposes of this Act.

2000-01
MAINE STATE RETIREMENT SYSTEM
Retirement Allowance Fund
All Other $147,510

Provides funds for computerization of Maine
State Retirement System records and
calculation of the present value of present
members' future retirement benefits under
the current retirement plan.

Page 4-LR1513(2)

COMMITTEE AMENDMENT



R.of 8.

W & A W

10
12
14
16
18
20
22
24
26
28
30
32
34
36
38
40
42
44
46
48

50

COMMITTEE AMENDMENT "1?' to H.P. 1484, L.D. 2124
MAINE STATE RETIREMENT SYSTEM
TOTAL $147,510
EDUCATION, DEPARTMENT OF
Teacher Retirement
All Other $420,000
Provides funds for the computerization of
Maine State Retirement System records and
calculation of the present value of present

members' future retirement benefits under
the current retirement plan.

DEPARTMENT OF EDUCATION
TOTAL $420,000

TOTAL APPROPRIATIONS $567,510

Sec. 7. Allocation. The following funds are allocated from the
Highway Fund to carry out the purposes of this Act.

2000-01
MAINE STATE RETIREMENT SYSTEM
Retirement Allowance Fund
All Other $54,450

Provides funds for the computerization of
Maine State Retirement System records and
calculation of the present value of present
members' future retirement benefits under
the current retirement plan.'’

Further amend the bill in section 4 in the 2nd line (page 5,
line 37 in. L.D.) by striking out the following: "2000" and
inserting in its place the following: '2001'

Further amend the bill in section 4 in the 5th line (page 5,
line 40 in L.D.) by striking out the following: '"1999." and
inserting in its place the following: '2000'

Further amend the bill by relettering or renumbering any

nonconsecutive Part letter or section number to read
consecutively.
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COMMITTEE AMENDMENT "J§J" to H.P. 1484, L.D, 2124

Further amend the bill by inserting at the end before the
summary the following:

'FISCAL NOTE
2000-01
APPROPRIATIONS/ALLOCATIONS
General Fund $567,510
Highway Fund 54,450

This bill will increase the unfunded liability of the Maine
State Retirement System if state employee and teacher members
choose to participate in a defined contribution plan. Pursuant
to the Constitution of Maine, Article IX, Section 18-A, unfunded
liabilities may not be created except those that result £from
experience losses. The Maine State Retirement System may require
a one-time additional General Fund appropriation and a Highway
Fund allocation to fund the additional unfunded 1liability that
may be created. The amounts can not be determined at this time.
The cost to accounts in other funds may require increased
allotments to meet the additional personal services expenditures.

The computerization of MSRS records and calculation of the
present value of present members' future retirement benefits
under the current retirement plan is estimated to cost §$750,000
in fiscal year 2000-01. This bill includes a one-time General
Fund appropriation of $147,510 and a Highway Fund allocation of
$54,450 in fiscal year 2000-01 to the Maine State Retirement
System for the portion of the costs attributable to state
employees and a General Fund appropriation of $420,000 to the
Teacher Retirement account in the Department of Education in
fiscal year 2000-01 for the portion of the cost attributable to
teachers. The cost to accounts in other funds, estimated to be
$128,040, may vrequire increased allotments to meet these
additional expenditures.

The Department of Administrative and Financial Services will
incur additional <costs to .implement an optional defined
contribution plan, The amount of the additional costs will
depend on the number of state employees choosing to participate.
The bill requires the participants to pay for the administrative
costs. The initial costs associated with contractor bidding and
selection of one or more firms to offer defined contribution
retirement plans can be absorbed by the department within
existing budgeted resources.'
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COMMITTEE AMENDMENT " M" to H.P. 1484, L.D. 2124

SUMMARY

This amendment is the minority report of the committee. The
amendment makes participation in the defined contribution plan
established in the bill optional for state employees and
teachers, provides for a range of investment options for
participants, provides for disability and death benefits for
participants, requires continued payment of the existing unfunded
liability of the retirement system by the state contribution on
behalf of participants, clarifies participant and employer
contributions rates, prescribes the bidding process for selection
of contract providers to manage the defined contribution plan and
appropriates money to contract with providers to perform the
calculation of the present value of current members' future
retirement benefits necessary for the transition from the current
defined benefit plan to the new defined contribution plan
provided in the bill. The amendment also makes several technical
amendments to the bill to allow implementation by July 1, 2001.

The amendment adds a fiscal note to the bill.
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