
 
MAINE STATE LEGISLATURE 

 
 
 

The following document is provided by the 

LAW AND LEGISLATIVE DIGITAL LIBRARY 

at the Maine State Law and Legislative Reference Library 
http://legislature.maine.gov/lawlib 

 

 

 

 
 
 
 
 
 
 

Reproduced from scanned originals with text recognition applied 
(searchable text may contain some errors and/or omissions) 

 
 



119th MAINE LEGISLATURE 

FIRST REGULAR SESSION-1999 

Legislative Document No. 2124 

H.P.1484 House of Representatives, March 30, 1999 

An Act to Change the State Retirement System from a Defmed Benefit 
Plan to a Defined Contribution Plan. 

Reference to the Committee on Labor suggested and ordered printed. 

Presented by Representative MACK of Standish. 
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Be it enacted by the People of the State of Maine as follows: 
2 

Sec. I. 5 MRSA §17001, sub-§§28-B and 28-C are enacted to read: 
4 

28 B. Plan 1. "Plan 1" means the retirement plan available 
6 to a member under chapter 423 who is first employed before July 

1, 2000 and who does not elect to becQme a qualified participant 
8 in Plan 2. 

10 28 C. Plan 2. "Plan 2" means the retirement investment 
QptiQn Qr optiQns qualifying under sectiQP 401(k) Qf the Upited 

12 States Ipternal Revepue Service Code that is available tQ 
qualified participapts under chapter 423, subchapter VII. 

14 
Sec. 2. 5 MRSA §17651, as enacted by PL 1985, c. 801, §§5 and 

16 7, is amended to read: 

18 §17651. Mandatory membership 

20 All employees hired befQre July 1, 2000 shall become members 
of the retirement system as a condition of their employment. 

22 Employees hired on or after July 1( ~OOO must be membgrs of Plan 
2 as providgd in subchapter VII. 

24 

26 

28 

30 

32 

34 

Sec.3. 5 MRSA c. 423, sub-c. VII is enacted to read: 

SUBCHAPTER VII 

PLAB 2 RE'lIUMERT BENEFITS FOR STATE 
EMPLOYEES AND TQCBIRS BIRRD gf OR 

AF7IR JULy I. 2000 

§18101. Definitions 

As usgd in this subchapter, unless the cQntgxt otherwise 
36 indicates, the fQIIQwing tgrms havg the fQIlQwipg mganings. 

38 1. ACCumulated balance. "Accumulated balancg" means the 
total balancg in a qualifigd participant's, formgr qualifigd 

40 participant's Qr rgfund bgngficiary's individual account in Plan 
h 

42 
2. COlI£K!nsation. "CompgnsatiQP" means the rgmuneration 

44 paid a participant op accoupt of thg participant's services 
rgpdgred to the participapt' s emplQygr. "CompensatiQn" includes 

46 Qnly waggs( tips and Qthgr cQmpgnsatiQn as rgpQrted by the 
emplQyer Qn the participant's fgdgral fQrm W-2 wage and tax 

48 statement. 
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3. Elgplo.yer. "Employer" means this State or a school 
2 administrative unit. 

4 4. FOrmer qualified participant. "Former qualified 
participant" means an individual who was a g:ualified participant 

6 whose employment upon which the participant's participation is 
based is terminateg for any reason. 

8 
5. Health benefit cJ.eRendent. "Health benefit gepengent" 

10 means the qualifieg or former g:ualifieg participant's spouse. if 
any. ang an unmarrieg chilg who is con§igereg a gepengent of the 

12 gualitieg or former g:ualitieg participant unger uctign 152 gf 
the Internal Revenue Cage. if any. 

14 
6. Oualified participant. "QuaUfieg participant" means an 

16 ingiyigual whg is a participant of Plan 2 ang: 

18 A. Is tint employeg ang entereg upon the payrgll of the 
ingividual 's employer gn or after July L 2000 ang whg. 

20 before July I. 2000. wgulg have been eligible to be a member 
of Plan 1: gr 

22 

24 

26 

B. Elect§ to termina.te membenhip in Pla.n 1 a.ng elect§ to 
participa.te in Pla.n 2 in the ma.nner prescribed in this 
subcha.pter. 

7. Refund beneficiaQ'. "Refung beneficia.ry" mea.ns an 
28 ingividual ngminated by a. qualified pa.rticipa.nt unger section 

18110. 
30 

§18l02. Investment of Contributions: direction b7 participant: 
32 PArment by emplQyer 

34 Ea.ch gua.lifieg pa.rticipa.nt. former gualifieg pa.rticipa.nt a.nd 
refung beneficia.ry is sgle1y respgnsible fgr the selection ang 

36 ma.nagement gf a.n gption gr options for the investment of that 
ingivigua.l' § . employee and employer contribution§ a.nd earnings. 

38 The qua.lifieg pa.rticipa.nt. former gua.lifieg participant or refund 
beneficiary sha.ll ngtify the emplgyer of the inve§tment option or 

40 option§ selecteg a.ng of a.ny changes. The employer shall geguct 
frgm ea.ch qua.lifieg pa.rticipant'§ paycheck the emplgyer a.ng 

42 employee contribution§ provigeg in section 18108 a.nd pa.y thgse 
amgunts tg the investment option gr gptions selecteg by the 

44 gua.lifieg pa.rticipant. fgrmer gua.lifieg participa.nt Qr refung 
beneficiary. 

46 
§18l03. Administratiye e~nses 

48 
Any adminhtra.tive expen§es incur reg by the emplgyer unger 

50 Pla.n 2 must be paig by the gua.lified participants. former 
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~ualified participants or refund beneficiaries in a manner 
2 prescribed by the Commissioner of Administrative and Financial 

Services. 
4 

§18104. Other public sector retirement benefits plan 
6 participation 

8 A ~ualified participant may not participate in any other 
public sector retirement benefits plan for simultaneous service 

10 rendered to the same public sector employer. This section does 
not prohibit a ~q~lified participant from participating in a 

12 retirement plan established by this State or other pqblic sector 
employer qnder the Internal Revenqe Code. 

14 
§18105. Election to teppinate participation in Plan 1 and to 

16 participate in Plan 2 

18 1. Ezercise qption. The retirement system shall provide an 
opportunity for each member who is a member on Jqly 1, 2000 to 

20 elect in writing to terminate membership in Plan 1 and elect to 
become a ~ualified participant in Plan 2. An election made by a 

22 member under this sqbsection is irrevocable. The retirement 
system shall accept written elections under this sqbsection from 

24 members during the period beginning on January I. 2000 and ending 
on Jqly 1, 2002. A member who does not make a written election 

26 or who does not file the election dqring the period specified in 
this subsection continues to be a member of Plan 1. A member who 

28 makes and files a written election under this subsection elects 
to do all of the following: 

30 

32 

34 

36 

38 

A. Cease to be a member of Plpn I: 

B. Become a gqalified participant in Plan 2: and 

C. Waive all rights to a retirement allowance or any other 
benefit under this chapter. Tbis section does not affect a 
person's right to bealtb benefits provided qnder section 285. 

2. Inactiye memhers. If an individual who is an inactive 
40 member on Jqly 1, 2000 or wbo is a fQrmer nQnvested member on 

July 1, 2000 is later reemployed and by virtue of that employment 
42 is again eligible for membersbip in Plan 1, the individqal shall 

elect in writing to remain a member of Plan 1 or to terminate 
44 membership in Plan 1 and become a ~qalified participant in Plan 

2. An election made by an inactive member or a fQrmer nQnvested 
46 member under this sqb§ection is irrevocable. The retirement 

system sball accept written elections under tbis sqbsectiQn from 
48 a inactive member or a fQrmer nonvested member dqring the period 

beginning on the date Qf the individqal's reemployment and ending 
50 2 year§ after the date of that reemployment. An inactive member 
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or former nonvested member who makes and files a written election 
2 to remain a member of Plan 1 retains all rights and is subject to 

all conditions as a member of Plan 1 under this chapter. An 
4 inactive member or former nonvested member who does not make a 

written election or who does not file the election during the 
6 period specified in this subsection continues to be a member of 

Plan 1. An inactive member or former nonvested member who makes 
8 and files a written election to terminate membership in Plan 1 

elects to dQ all of the fQIIQwing: 
10 

12 

14 

16 

18 

20 

22 

24 

A. Cease tQ be a member of Plan 1 effective at 12:00 
midnight Qn the last day Qf the payroll periQg that incluges 
the date Qf the election: 

B. BecQme a gyalifieg participant in Plan 2 effective at 
12: 01 a.m. Qn the first gay of the payrQll periog 
immegiately fol!Qwing the gate Qf the e!ectiQn: ang 

C. Waive all rights to a retirement allowance Qr any other 
benefit ynger Plan 1 effective at 12:00 midnight on the last 
gay of the payroll periog that inclyges the date of the 
election. This subsection does not affect an ingivigual' s 
right tQ health benefits proyiged unger section 285. 

3. Method of election. After consyltation with the actuary 
26 and the boarg, the CQmmissioner of Ac;iministrative ang Financial 

Services shall getermine the method by which a member, inactive 
28 member or former nonvested member shall make a written election 

unger this section. If the member, inactive member or former 
30 nonvesteg member is marrieg at the time of the election, the 

election is not effective ynless the election is signed by the 
32 individual's sPQyse. 

34 §18106. Transfer of funds on termination of Plan I 

36 For a member who elects to participate in Plan 2 under 
section 18105, sybsectiQn 1 or an inactive member who elects to 

38 participate in Plan 2 under section 181Q5, subsection 2, the 
retirement system shall transfer tQ the investment option Qr 

40 options selecteg ynger section 18102 an amount egyal to the 
present valye of fytyre benefits gye that member baseg on 

42 cregitable service ynder Plan 1 as getermineg by the retirement 
system actyary. 

44 
§18107. Vesting 

46 
A gyalifieg participant is immegiately vested in 100C?t. of 

48 bQth the emplQyee ang emplQyer cQntributiQns made ynder Plan 2. 

50 §18108. Contributions 
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1. £mpIqree rate. A gualified participant shall contribute 
2 6~ of earnable compensation to Plan 2. 

4 2. EmPloyer rate. A gualified participant's employer shall 
contribute 6~ of the particip~nt's earnable compensation to Plan 

6 2 on behalf of the participant. 

8 §l8109. Calculation Of accrued cost sayings fgr each fiscal year 

10 After consulting the actuary, the Commissioner of 
Administrative and Financial Services shall calculate for each 

12 fiscal year any cost savings that have accrued to this State as a 
result of the implementation of this subchapter over the cosil 

14 that would have been incurred by this State to fund this 
retirement system had this subchapter not been enacted. The 

16 total amount of such cost savings shall be submitted in the 
executive budget to the Legislature for use tQ reduce the 

18 unfunded liability Qf the retirement system attributable to state 
employees and teachers. 

20 
§I8IIO. Refund beneficiary 

22 
A qualified participant Qr former qualified participant may 

24 nominate one or more individuals as a refund beneficiary by 
filing written nQtice Qf nomin~tion with the CommissiQner of 

26 Administrative and Financial Services. If the qualified 
participant or former gualified participant is married at the 

28 time of the nomination and the participant's Qr former qualified 
participant's spouse is not the refund beneficiary for 100~ of 

30 the accQunt. the nomination is not effective unless the 
llQminatiQn is signed by the participant's or former qualified 

32 participant's spouse. However, the Treasurer of State may waive 
this reguirement if the spouse's signature can not be obtained 

34 because of extenuating circumstances. 

36 Sec. 4. Effective date; implementation. This Act takes effect 
July 1, 2000, except that the Maine State Retirement System shall 

38 review the provisions of this Act and report in writing to the 
Joint Standing Committee on Labor no later than December 15, 

40 1999. The report must identify any technical, legal, fiscal or 
policy issues associated with implementation of this Act. 

42 Following review of the report, the committee may report out 
legislation to address those issues. 

44 

46 SUMMARY 

48 This bill establishes a defined contribution retirement plan 
for state employees and teachers hired on or after July 1, 2000. 

50 Active employees on July 1, 2000 have a choice of remaining in 
the current defined benefit retirement plan or joining the new 
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plan. Under the defined contribution plan, the employer matches 
2 the employee's contribution of 6~ of salary. The employee 

exercises sole authority over selection and management of 
4 investment options meeting Internal Revenue Code, Section 40l(k) 

requirements. 
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