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This report has been produced as required by 5 MRSA 17102 (10), which 
states that the Maine State Retirement System must publish an annual 
report showing "the fiscal transactions ofthe retirement system for the fiscal 
year and the assets and liabilities of the retirement system at the end of the 
fiscal year; and [t]he achJary's report on the achJarial valuation of the 
financial condition of the retirement system for the fiscal year." 

Maine State Retirement System (MSRS) 
46 State House Station 

Augusta, ME 04333-0046 

Telephone: (207) 287-3461 
Toll-free: 800-451-9800 
TDD: (207) 287-8446 

Costs for producing this report were paid from the Administrative Fund 
of the Maine State Retirement System. 

This report is printed on recycled paper that can be recycled again. 
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EXECUTIVE DIRECTOR'S REPORT 

In the 1997 Atmual Report I promised timely 
publicationofthe Annual Report in 1998. I also 
promised that the 1998 Atmual Report would 
look" quite different" from its predecessors. We 
have held good on only half of these promises, 
but on the most important half: publication is 
timely, coming the several months after the 
close of the fiscal year that it takes to prepare 
and produce the System's audited financial state­
ments and annual actuarial valuation. For now, 
the intention to change the Annual Report's 
look remains an intention, in line behind higher­
priority work. 

The higher priority work that demanded our 
attention, energies and time continued to be the 
efforts that will transfonn the Retirement Sys­
tem. "Transfonn" may seem an odd word: the 
responsibilities that the System is charged with 
and the authority it has been given to carry them 
out have not changed in a fundamental way, and 
probably will not. But the way we do our work 
is being fundamentally changed, and that will be 
the System's transfonnation. Automation (i.e., 
the application of new and continuously newer 
technology to our workday tasks and jobs, the 
accompanying necessity to convert 56 years of 
paper records to "clean" data, and the recording 
of that data in electronic fonn) is pati of the 
transformation. Having good, timely data, 
readily accessible, poises us for the rest of the 
transfonnation. The virtue of the data lies en­
tirely in its uses to the System's members, retir­
ees, and employers, and the rest ofthe transfor­
mation lies in how we turn the data into accurate 
infonnation, accurate calculations, and sound 
funding programs, and how we work with our 
members, retirees and employers so that these 
cmcial outputs are most useful to them. 

It's not that we think that we'll get from Here 
to There, after which Things Will Be Fine and 
Just Hum Right Along. Once upon a time, 
maybe we thought so. We've since gotten to be 
more friendly with Reality: we'll go from Here 
to Better and Better, and the definition of Better 
will change and we'll go to meet it, and that will 
happen over and over again. 

We can't stop doing our daily work while we 
transform the way we do it, and we give 
equally high priority to doing that work. We 
continue to operate as a financial institution; 
we continue to take in new members; we 
continue to receive and record contributions, 
and compensation and service data; we con­
tinue to calculate and payout refunds; we 
continue to process disability applications; we 
continue to prepare benefit estimates; we con­
tinue to process members for retirement; we 
continue to issue monthly benefit checks and 
in doing so to account for federal and state 
taxes and authorized deductions. The staff 
that will tranSfOlTIl - is transforming - the 
Retirement System is the staff that is respon­
sible to carry on with the System's daily work. 
We work in the present while we work our way 
toward our fuhlre. 

1998 Highlights in Brief 

Investment Returns. At June 30, 1998, 
the System's investment return for the one­
year period ending on that date was 17.8%. 
Three-year and five-year returns at that date 
were 17.7% and 14.6% respectively. Total 
invested assets on June 30, 1998, were $6.1 
billion. Investment income for the year was $919 
million. 

Funded Status. The accmed benefit funded 
status of the State employee and teacher plans 
continued to improve, due principally to in­
vestmentperfonnance, which was over twice 
the actuarial assumption of an 8% rehllTI. The 
accmed benefit funded ratio at June 30, 1998 
was 91.2%. The achtarial funded ratio contin­
ued its steady improvement, reaching 62.9% 
but not yet adequately sound. The unfunded 
actuarial liability is large: at June 30, 1998, 
$2.4 billion. Unlike many, if not most, public 
retirement systems, however, the Retirement 
System's liabilities are conservatively mea­
sured and its funding methodology and achl­
arial assumptions are lil<:ewise velY conservative. 
The resulting number, while abstract, is nonethe­
less real, a fairly stated acknowledgment of past 
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nonetheless real, a fairly stated acknowledg­
ment of past failures to be providing funding 
sufficient to keep pace with liability growth. 
Importantly, this real number is matched by an 
equally real present determination to pay it 
down: a voter-established constitutional 
amendment requires paydown by a time cer­
tain and prohibits creation of new unfunded 
liabilities; the Legislature has provided addi­
tional payments in every fiscal year since 
FY95; and, effective June 30,1998, the Legis­
lature and Govemor established a 25-year am­
Oliization period, shOliening the Constitutional 
maximum period for paydown by five years. 
The seriousness and coherence of the Board's 
and the State's attention to the unfunded liabil­
ity were sufficient to persuade the major bond 
rating agencies that its existence and stated 
amount were not negative factors in rating 
Maine bonds. 

Federal and State Court Litigation. The 
United States Supreme Court's refusal to hear 
the case of Parker v. Wakelin brought to 
finality both that case and its State-court com­
panion, Dzialo v. PelTier. These cases had 
challenged the constitutionality under, respec­
tively, the United States and Maine Constitu­
tions, of six 1993 amendments to Retirement 
System statutes that made significant benefit­
plan changes for specified, and in some in­
stances all, members of the State employee 
and teacher plans. The Supreme Court's action 
let stand the First Circuit Court of Appeal's 
decision in Parker v. Wakelin that gave broad 
authority to the Legislature to change benefit 
plans. 

The Ice Storm. There are probably no 
Maine annals of1998 in which the Janumy Ice 
Stonn can go unmentioned; if there are, it is 
certainly not the annals of the System. With all 
major support systems - electricity, water, heat, 
schools, day care, road clearing - non-func­
tional or intennittent, our staff kept both work 
life and home life to gether, acknowledging the 
chaos, helping each other, staying focused and 
effective, remaining more than civil. For the 
first time ever, we tumed to our backup com­
puter system in POliland to help produce ben­
efit checks, 27,775 of them, on schedule in 
spite of the spectacularly bad timing of the 

stonn and because of our staffs detennination 
to stare it down. We gave our own "Golden 
LightbulbAward" to the staff member who was 
without electricity the longest: Carole Brown, 
17 days. 

Since the Retirement System is by definition 
an institution with responsibilities related to its 
constituencies' long-tenn goals and needs, it is 
important to accompany this discussion of on­
going change, and these point-in-time snap­
shots of a year's highlights, with evidence of 
key elements of stability. The Board of Tmst­
ees is one such key element: with the exception 
of the State Treasurer, whose term coincides 
with her or his two-year term(s) of office, the 
CUlTent Trustees have been the Tmstees for a 
minimum of three and one-half years and a 
maximum of eleven years. David Wakelin, the 
eleven-year member, has been Board Chair for 
seven years and is its CUlTent Chair. Peter 
Leslie, who, like David Wakelin, served on the 
watershed Committee to Study the Retirement 
System in 1987-1988, has been on the Board's 
Investment Advisory Committee since then . 
and on its Board for three and one-half years. 
Tmstees put fOlward by constituent groups -
John Kimball, George Burgoyne, Grover 
MacLaughlin, Eunice Cotton Mercier, Charles 
Jackson - have each been put forward for at 
least two successive three-year terms, evidenc­
ing confidence in their capacities and approval 
of the way in which they attend to the System 
as Tmstees. Key longstanding advisors to the 
Board and the System remain in place: Ennis 
Knupp and Associates as investment consult­
ant; Milliman and Robertson as actumy. 

And, on June 30, 1998, the System reached 
the five-year mark of its status as an indepen­
dent public instmmentality. Other than having, 
on that day as on evelY other day, not the 
slightest doubtthat independent status has made 
possible the fundamental improvements that 
have been put in place since 1993, we were too 
busy to notice. 

Kay R. H Evans 
Executive Director 



1998 LEGISLATIVE SUMMARY 

An Act to Modify the Retirement Laws for Certain Law Enforcement Officers 
PL 1998, Chapter 740 

This law amends the employment date for Maine State Police Officers to qualify for a service 
retirement benefit as a state police officer after completing 20 years of creditable service. In order 
to qualify the member now must have become a state police officer prior to September 16, 1984 
instead of September 1, 1984. This change affects only the 38th Training Troop of the Maine State 
Police. The bill also provides a mechanism to fund the costs of these members' improvement in 
benefits from their date of hire from General Fund Surplus and does not become effective until 
funds are in fact available and the legislature takes fmiher action. 

An Act to Grant the Treasurer of the State Full Voting Rights on the 
Board of Trustees of the Maine State Retirement System 

PL 1998, Chapter 625 

This law gives the Treasurer or Deputy Treasurer of the State full voting rights on the Board of 
Trustees of the Maine State Retirement System. It also increases from four to five the number of 
trustees neceSSalY to constihlte a quorum. 

An Act to Allow Maine Technical College System Employees Represented by the 
Maine Education Association Faculty and Administrative Units to Participate in a 

Defined Contribution Retirement Plan 
PL 1998, Chapter 763 

This law allows celiain persons employed in the faculty and instructor and administrative staff 
bargaining units of the Maine Technical College System (MTCS) to participate in a defined 
contribution retirement plan offered by the MTCS board of trustees instead of being members of 
the Maine State Retirement System. Under this law, the defined contribution plan provided by 
MTCS must include payout of at least 40% of a participant's assets as a life annuity and must 
include a disability benefit program. Participation in this defined contribution plan is a one-time, 
in-evocable choice for those eligible. Service rendered while an MTCS employee as a participant 
in the defined contribution plan cannot be counted as creditable service under the Maine State 
Retirement System. 

An Act to Make Supplemental Appropriations and Allocations for the 
Expenditures of State Government and Changes to Certain Provisions of the Law 

Necessary to the Proper Operations of State Government for the 
Fiscal Years Ending June 30, 1998 and June 30, 1999 

PL 1998, Chapter 643 
Part M: Judicial Plan Members 

Part R: Members of all plans 
Part X: Named school districts 

Part 00: Retired Teacher Members 

PART M: This Part increases salaries and service retirement benefits for judges. The present 
benefit for service from December 1, 1984 to the date of retirement is calculated as 1/50 of the 
judge's average final compensation multiplied by the number of years of creditable service. The 
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1998 LEGISLATIVE SUMMARY 
( continued) 

increased benefit is calculated as 1/50 ofthe judge's average final compensation multiplied by the 
number of years of creditable service from December 1,1984 to June 30,1998, and three percent 
of the judge's average final compensation multiplied by the number of years of creditable service 
eamed on or after July 1, 1998. The fommla for calculating the maximum benefit available to 
judges continues to use the current 60% factor for service prior to July I, 1998 but will now use 
a 70% factor for service eamed on or after July 1, 1998. 

PART R: This Part establishes the requirement that the unfunded liability attributable to state 
employees and teachers be paid off in no more than 25 years from June 30, 1998. 

PART X: This Part directs that the first transfer or appropriation, if any, to the Retirement 
Allowance Fund of any unappropriated surplus of the General Fund must be used to pay any 
remaining actuarial costs or any accumulated interest of Early Retirement Incentives made to the 
employees of celiain school units. 

PART 00: This P art provides funds to increase the State's share of the cost of retired educators' 
health insurance from 25% to 30% effective January 1, 1999. 

An Act to Amend the Laws of the Maine State Retirement System 
PL 1998, Chapter 651 

This law (l ) repeals the five-year limit on payment ofinterest on contributions ofinactive members 
who have fewer than ten years of creditable service thus allowing the payment ofinterest from July 
1, 1998 forward on contributions of all non-vested, inactive members up to the time the 
contributions are refunded; (2) changes the date on which the Retirement System is required to 
report annually to the Joint Standing Committee on Labor, from January 15th to March 1 st; and, 
(3) permits any member ofthe Board of Trustees of the Retirement System, except members who 
are active orretired teachers or school administrators, to serve on the Early Retirement Incentives 
Panel. Previously only the Board's "public" trustees could serve. 

An Act to Implement a Reorganization of the Maine Sardine Council 
by the Maine Sardine Industry 

PL 1998, Chapter 706 

This law undoes the 1994 establishment of the Maine Sardine Council as a participating local 
district and redefines the status of Council employees as state employees for the purposes of rights 
and benefits under MSRS and health insurance coverage in retirement under the state employee 
health insurance program. It provides for the transfer of assets, liabilities and accounts to the state 
regular retirement plan for state employees and requires the Council to pay MSRS employer 
contributions and retiree health insurance costs that are paid by the employer. 



1998 LEGISLATIVE SUMMARY 
( continued) 

An Act to Establish a Uniform Special Retirement Plan for 
State Law Enforcement Personnel, Maine State Prison Personnel, 

Emergency Personnel, Other Employee Groups That 
Prior to September 1, 1984, Had Special Retirement Plans 

and Certain Emergency Personnel and to 
Revise the Restoration to Service Requirements 

PL 1998, Chapter 769 

This law establishes the 1998 Special Plan which provides a nonnal retirement age of 55 for 
Marine Resource Officers, Inland Fisheries and Wildlife Wardens, F orestRangers, Airplane Pilots 
and Liquor Inspectors hired on or after September 1, 1984, and Defense, Veterans and Emergency 
Management Firefighters employed at the Bangor International Airport on July 1, 1998 or hired 
thereafter. A member with a minimum of 1 0 years under this plan can retire on or after reaching 
age 55 with no penalty for early retirement for those years earned in the 1998 Special Plan. Other 
years of service would be reduced for early retirement from the nornlal retirement age of the plan 
in which they were earned. State Police Officers and Maine State Prison employees covered under 
the post-9/1/84 special plan can also retire at age 55 with 10 years under the 1998 Special Plan. 
Members with creditable service prior to the establishment of this plan will receive benefits 
calculated in two parts, including reductions for early retirement, based on plan coverage before 
and after July 1, 1998. 

This law also amends the restoration to service provisions that apply to state and teacher retirees. 
Effective with earnings received on and after January 1, 1999, a retiree must repay to the 
Retirement System one-half ofthe amount by which the retiree has overearned. 

An Act to Amend the Laws Concerning Participating Local Districts 
in the Maine State Retirement System 

PL 1998, Chapter 709 

This law was initiated by the PLD Plan Advisory Connnittee. It allows pmiicipating local districts 
(PLDs) to offer their employees the choice to participate in an employer-provided defined 
contribution or deferred compensation plan rather than being Maine State Retirement System 
members. The employer-provided plan must meet certain criteria set out in the law. The law 
provides that an employee who participates in the employer-provided plan may not receive MSRS 
service credit for any time during which the employee was not a member ofthe Maine State Retirement 
System. 
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INTRODUCTION 

By the authority granted to it by the Maine State Legislature, the Maine State Retirement System (MSRS) 
administers retirement plans that cover State employees, the state's public school teachers, the state's judges and 
the state's legislators, and plans covering the employees of the approximately 250 municipalities and other public 
entities, called "participating local districts" (PLDs), that have chosen to provide retirement plans through the 
MSRS. The MSRS is also responsible for the payment of benefits from the Governor's Retirement Fund to fonner 
governors and their surviving spouses. 

In addition, the MSRS is also responsible for administering the Group Life Insurance Program. This program 
provides life insurance benefits for both active and retired State employees, public school teachers, many PLD 
employees, and members and retirees of the Legislative and Judicial Retirement Systems. 

RETIREMENT PROGRAM 

Membership in the MSRS as of June 30, 1998 and 1997 is outlined below. The membership includes both active 
and inactive members. Active members are those who are currently working for an MSRS participating employer 
and who are, therefore, contributing to the MSRS. Inactive members are those who have contributed in the past 
and whose contributions remain with the System but who are not contributing presently because they are not 
working for an MSRS participating employer. 

1998 1997 

Members Active Inactive Total Active Inactive Total 

State * 13,811 13,587 27,398 13,795 13,393 27,188 
Teachers 25,882 33,049 58,931 25,554 33,389 58,943 
PLD* 8,941 7,575 16,516 9,037 7,135 16,172 
Legislative 165 77 242 167 76 243 
Judicial 52 2 54 52 2 54 

Total 48,851 54,290 103,141 48,605 53,995 102,600 

* This includes both regular and special plan members. 

Recipients of MSRS benefits fall into five categories: 

• Service Retirees - those who are receiving a service (or "regular") retirement benefit. 

• Retiree Beneficiaries - those who are the beneficiaries of deceased service retirees and those who share in 
the benefit of a living service retiree. 

• Disability Retirees - those who are receiving a disability retirement benefit. 

• Ordinal)! Death Beneficiaries - those who are the beneficiary of an active or inactive member or disability 
retiree who died before being qualified to receive or, if qualified, before receiving, a service retirement 
benefit. 

• Accidental Death Beneficiaries - those who are the beneficiary either of a deceased active member or of a 
disability retiree who died as a result of an injury arising out of and in the course of employment. 
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Below are the total benefit recipients and total benefit dollars at June 30, 1998 and June 30, 1997: 

BENEFITS PAYROLL 

1998 1998 1997 1997 
Benefit Benefit Benefit Benefit 

Recipients Dollars Recipients Dollars 

Service Retirees 22,051 $ 20,743,864 21,770 $ 19,710,424 
Retiree Beneficiaries 2,948 1,942,138 2,871 1,834,865 
Disability Retirees 1,759 2,239,252 1,645 2,003,328 
Ord./ Accdn. Death Benes. 1,043 392,582 1,023 368,268 

Total 27,801 $ 25,317,836 27,309 $ 23,916,885 

GROUP LIFE INSURANCE PROGRAM 

The Group Life Insurance Program is available to all State employees, public school teachers, and the employees 
of those PLDs that elect to provide the coverage for their employees, as well as members of the Legislative and 
Judicial Retirement Systems. In addition to basic coverage for the employee (which is equal to one times the 
participant's annual base compensation rounded up to the next highest $1,000), supplemental coverage for the 
employee and coverage for dependents is also available to the Program's participants. 

BOARD OF TRUSTEES 

The responsibility for the operation of the Maine State Retirement System, including all the various retirement 
programs and the Group Life Insurance Program, is held by the MSRS Board ofTmstees, which is composed of 
eight members. State law specifies the Board's composition. The law requires that each individual elected or 
appointed to service as a tmstee is subject to the legislative confirmation process. All elected or appointed tmstees 
are required to have "a working 1m owl edge of retirement policy and legal issues and a general knowledge of 
understanding of banking, finance and investment practices." Three tmstees are to be Retirement System members, 
one of whom is elected by the Maine Education Association, one of whom is elected by the Maine State Employees 
Association and one of whom is a PLD member to be appointed by the governing body of the Maine Municipal 
Association. Four tmstees are appointed by the Governor. Of these, one must be selected by the Governor from 
a list of nominees submitted by the Maine Retired Teachers Association and one must be an MSRS retiree selected 
from nominees submitted by State and/or PLD retirees. The remaining two gubernatorial appointees are direct 
appointments, both of whom must be qualified through training or experience in the field of investments, 
accounting, banking or insurance or as actuaries. The eighth trustee is the State Treasurer, who serves ex officio. 
All tmstees, save the State Treasurer, serve a three-year term. The Board elects its chair from its members. 

The Board members as of June 30, 1998 were: 

David S. Wakelin, Chair 
John H. Kimball, Vice Chair 
Peter M. Leslie 
George A. Burgoyne 
Charles M. Jackson 
Grover B. MacLaughlin 
Dale McCormick, State Treasurer 
Eunice Mercier 

Governor's Appointment (specified qualification) 
Maine Education Association 
Governor's Appointment (specified qualification) 
Maine State Employees' Association 
Maine Municipal Association 
Governor's Appointment (Maine Retired Teachers Assoc.) 
Ex-officio Member 
Governor's Appointment (State Retiree) 

The Board contracts for the services of an actuary, which is currently the finn of Milliman and Robertson. The 
actuary prepares allllual valuations of the assets and liabilities of each of the retirement programs administered by 
the Board. The actuaIY also provides information and recommendations as to sound and appropriate actuarial 
assumptions, which are utilized, together with valuation information, to determine the plans' funding requirements. 



The Board's management of MSRS investments is governed by its detailed investment policy, which states the 
Board's underlying investment philosophy and goals and establishes guidelines and criteria for choice of 
investment types, asset allocation among investment types, investment manager selection and evaluation, and 
allotment of investment funds to investment managers. The Board cUlTently contracts with the firm of Ennis and 
Knupp and Associates to assist in the development of the investment policy and the investment program. 

The Board is the final administrative decision-maker in matters involving the rights, credits, and benefits of 
members. It has established an administrative appeals process for making of such decisions, through which the 
relevant factual inf0l111ation and legal requirements are identified and analyzed. In decisions on disability 
retirement appeals, statutorily established medical boards and individual medical advisors provide recommen­
dations as to the medical aspects of disability. The Board's final administrative decisions are appealable to 
Superior Court. 

ADMINISTRATION 

The Maine State Retirement System is a service organization with significant financial and investment management and 
recordkeeping responsibilities. The Board ofTl1Istees appoints the Executive Director of the MSRS. The work of the System 
is managed through the Office of the Executive Director and four departments: 

Office of the Executive Director 

Member, Employer and 
Retiree Services 

Accounting & Finance 

Information Systems 

Human Resources 

Investments and actuarial work are managed through the Executive 
Director. In addition, the day-to-day administration, legislative 
matters, appeals, federal, state and local relations, pla1111ing, special 
projects and similar work is managed through the office of the 
Executive Director. 

This department is responsible for service retirement and disability 
retirement programs as well as death benefit and group life insur­
ance benefit programs. The department is the System's prim31Y 
liaison with members, employers and retirees. 

This department has primary responsibility for the MSRS's account­
ing and financial management systems. 

This department is responsible for the MSRS data systems and data 
processing. 

This department is responsible for the System's internal personnel 
and payroll and labor relations matters. 
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Fiscal Year 
ending June 30 

1998 
1997 
1996 
1995 
1994 
1993 

STATISTICALDATASUMMARY 
FOR FISCAL YEARS 1993 TO 1998 

EMPLOYEEANDEMPLOYERCONTRIBUTIONS 

Elll])loyee* 

$ 103,314,565 
100,683,010 
97,141,014 

101,863,132 
89,134,364 
78,481,972 

NUMBERSOFBENEFITSRECIPIENTS 

Fiscal Year 
ending June 30 Total 

1998 27,801 
1997 27,309 
1996 26,921 
1995 26,310 
1994 25,810 
1993 25,127 

BENEFITSP A YMENTS 

Fiscal Year Benefits 
ending June 30 Payments* 

1998 $ 301,341,756 
1997 284,139,339 
1996 277 ,030,590 
1995 265,421,392 
1994 234,911,910 
1993 219,001,480 

El11])loyer* 

$ 273,317,235 
266,453,877 
252,229,179 
242,627,047 
190,180,426 
232,135,989 

* Does not in elude the Group LiFe Insurance Program, See page 15 lor the Group Life Insurance Program inFormation, 



GROUPLIFEINSURANCEPROGRAM 
STATEMENTOFOPERATIONS 

FOR THE FISCAL YEARS ENDING JUNE 30, 1998 AND JUNE 30, 1997 

RECEIPTS 

PremiU111sCollected 
EmployeePaid 
EmployerPaid 

Total Premiums Collected 

Earningsonlnvestments 

TOT AL RECEIPTS 

EXPENSES 

ClaimsPaid 
Basic 
Supplemental 
Dependent 
Retired Employees 

Total Claims Paid 

Retention 

TOT AL EXPENSES 

BALANCE OF RESERVES 

1998 

$ 5,212,972 
1,470,325 

$ 6,683,297 

1,774,078 

$ 8,457,374 

$ 3,056,002 
667,019 
212,878 

2,368,465 

$ 6,304,364 

$ 326,410 

$ 6,630,774 

$ 30,605,222 

1997 

$ 4,696,265 
1,402,781 

$ 6,099,046 

1,744,792 

$ 7,843,838 

$ 1,640,441 
1,310,204 

182,759 
2,511,759 

$ 5,645,163 

$ 426,432 

$ 6,071,595 

$28,778,622 

1998 

o 
< 
f11 
:::0 
< -f11 
:E 
o 
'Tl 
-I 
J: 
f11 
3: » -z 
f11 
(J) 

~ 
-I 
f11 
:::0 
f11 
-I -:::0 
f11 
3: 
f11 
Z 
-I 
(J) 
..( 
(J) 
-I 
f11 
3: 

15 



MSRS FINANCIAL STATEMENTS 

Report of Independent Accountants 

Statement of Plan Net Assets 

Statement of Changes in Plan Net Assets 

Notes to Financial Statements 

Required Supplementary Information 

Report on Compliance and Internal Control 
Over Financial Reporting 

19 

20 

21 

22 

28 

31 

A 
I 

N 
E 

T 
A 
T 
E 

E 
T 
I 
R 
E 
M 
E 
N 
T 

y 
S 
T 
E 
M 



PricewaterhouseCoopers LLP 
130 Middle Street 
P.O. Box 9741 
Portland ME 04104-5059 
Telephone (207) 791 5200 
Facsimile (207) 774 1297 

REPORT OF INDEPENDENT ACCOUNTANTS 

October 13, 1998 

Board of Trustees of 
The Maine State Retirement System: 

In our opinion, the accompanying statements of plan net assets and the related statements of changes in plan net 
assets present fairly, in all material respects, the net assets of the Maine State Retirement System as of June 30, 
1998 and 1997, and the changes in plan net assets for the years then ended, in confornlity with generally 
accepted accounting principles. These financial statements are the responsibility of the System's management; 
our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with generally accepted auditing standards and Government Auditing Standards, issued by 
the Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, and evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for the opinion 
express above. 

Our audits were made for the purpose of forming an opinion on the financial statements taken as a whole. The 
supplemental infonnation included is required under GASB Statement No. 25. Such information, included on 
pages [] to [], has been subjected to the auditing procedures applied in the audits of the financial statements and, 
in our opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole. 

In accordance with Government Auditing Standards, we have also issued our report dated October 13, 1998, 
on compliance and on internal control over financial reporting based on an audit of financial statements per­
fonned in accordance with Government Auditing Standards. 
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MAINE STATE RETIREMENT SYSTEM 
STATEMENTS OF PLAN NET ASSETS 

June 30,1998 and 1997 

ASSETS 1998 

Cash and cash equivalents (Note 3) $ 347,558,062 

Investments at fair value (Note 3): 
Debt securities: 
U. S. government and government agencies 217,580,084 
Corporate 158,602,685 
Other 6,043,873 
Common equity securities 1,413,416,786 
Preferred equity securities 32,478,561 
Common/collective tmsts 4,010,479,040 
Other 7,506,685 

5,846,107,714 

Receivables: 
State and local agency contributions 9,664,076 
Due from brokers for securities sold 20,305,457 
Accmed interest and dividends 7,708,225 
Other (Note 5) 8,564,226 

Total receivables 46,241,984 

Fixed assets, net of accumulated depreciation 1,142,477 

Total assets 6,241,050,237 

LIABILITIES 

Accounts Payable 5,917,558 
Due to brokers for securities purchased 46,388,232 
Other liabilities 6,788,184 

Total liabilities 59,093,974 

Net assets held in trust for pension, disability, 
death and group life insurance benefits (a schedule 
of funding progress is presented on page 10) $6,181,956,263 

The accompanying notes are an integral part of the financial statements. 

1997 

$ 263,692,712 

153,652,899 
27,691,472 

1,368,102,829 

3,367,483,487 
10,129,229 

4,927,059,916 

10,264,595 
5,247,177 
6,139,814 

14,920,825 
36,572,411 

2,763,034 

5,230,088,073 

8,077,233 
3,991,897 
3,822,107 

15,891,237 

$5,214,196,836 



MAINE STATE RETIREMENT SYSTEM 
STATEMENTS OF CHANGES IN PLAN NET ASSETS 

for the years ended June 30, 1998 and 1997 

1998 1997 

Additions: 
Investment income: 

Interest $ 59,660,295 $ 47,117,503 
Dividends 22,282,670 18,409,597 
Net appreciation in the fair value 
of plan investments 850,981,801 762,486,252 
Less: investment expenses (10,550,305) (10,743,856) 
Net investment income 922,374,461 817,269,496 

Contributions (Note 5): 
Members 108,527,537 105,379,275 
State and local agencies 274,787,560 267,853,658 

Total contributions 383,315,097 373,232,933 

Total additions 1,305,689,558 1,190,502,429 

Deductions: 
Benefits paid, net 307,972,530 290,210,934 
Refunds and withdrawals 17,736,774 15,716,827 
Administrative expenses 7,517,205 7,202,384 
Depreciation adjustment (Note 2) 1,503,829 
Other (Note 2) 546,905 

Total deductions 335,277 ,243 313,130,145 

Net increase 970,412,315 877 ,372,284 

Net assets held in trust for pension, disability, 
death and group life insurance benefits (Note 5): 

Beginning of year 5,214,196,836 4,336,824,552 
Reclassification (Note 2) (2,652,888) 

End of year $6,181,956,263 $ 5,214,196,836 

The accompanying notes are an integral part of the financial statements. 

1998 

3:: en 
;:0 
en 
'TI -Z » 
Z 
() -» r 
en 
-I » 
-I 
ITI 
3:: 
ITI 
Z 
-I en 

21 



1998 

(J) 
J­
Z 
W 
~ 
W 
J­« 
J­
(J) 

...J 
« -u z 
« z 
ii: 
(J) 
tt: 
(J) 

~ 

MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

1. Plan Description: 

General 

The Maine State Retirement System (the System), which is a component unit of the State of Maine, is the 
administrator of an agent multiple-employer public employee retirement system established and administered 
under the Maine State Retirement System Laws of the State of Maine. The System provides pension, death and 
disability benefits to its members, which include employees ofthe State, public school employees who are defmed 
by Maine law as teachers for whom the State is the employer for retirement contribution purposes, and employees 
of approximately 250 local municipalities and other public entities in Maine, each of which contracts for partici­
pation in the System under provisions of the relevant statutes. At June 30, 1998 and 1997, the membership 
consisted of: 

1998 1997 

Active vested and nonvested members 48,851 48,551 
Terminated vested participants 1,444 1,821 
Retirees and benefit recipients 27,873 27,186 

Total 78,168 77,558 

The System's retirement programs provide defined retirement benefits based on members' average final compen­
sation and creditable service. Vesting occurs upon the earning of ten years of service credit or the earning of one 
year of service credit ilmnediately preceding retirement at or after nonnal retirement age. Normal retirement age 
is age 60 or 62, detennined by whether a member had at least 1 ° years of creditable service on June 30, 1993, and 
the monthly benefit is reduced by a stahltorily prescribed factor for each year of age that a member is below her/ 
his normal retirement age at retirement. The System also provides death and disability benefits, which are 
established by stahlte for State and public school employees, and by contract with other participating employers 
under applicable stahltOlY provisions. 

Upon termination of membership, members' accumulated employee contributions are refundable with interest, 
credited in accordance with stahlte. Withdrawal of accumulated contributions results in forfeirure of all benefits. 
The annual rate of interest credited to members' accounts is set by the System's Board of Trustees and is cunently 
6.5%. 

In the event that a participating entity withdraws from the System, its individual employee-members can telmi­
nate membership or remain contributing members. The participating entity remains liable for contributions 
sufficient to fund benefits for its already retired fomler employee-members, for its tenninated vested members, 
and for those active employees, whether or not vested, who remain contributing System members. 

Retirement benefits are funded by contributions from members and employers and eamings from investments. 
Disability and death benefits are funded by employer contributions and investment eamings. Member and em­
ployer contributions are a percentage of applicable member compensation. Member contributions rates are 
defined by law and depend on the terms of the plan under which a member is covered. Employer contribution 
rates are detennined by annual actuarial valuations. 

The total funds managed by the System are constihltionally restricted as held in trust for the payment of pension 
and related benefits to its members. The System's Board of Trustees, in its fiduciary capacity, establishes the 
System's investment policies and their overall implementation. The System maintains separate reserves and 
accounts for each participating entity and performs separate achJarial valuations for each palticipating entity's 
respective plan. Because there is no legal requirement that any portion ofthe total assets managed by the System 
be accumulated and utilized solely for the benefit of certain classes of members or for members who are employ-



MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

(continued) 

1. Plan Description: (continued) 

ees of certain participating entities, the System is regarded as administering a single plan for repOliing purposes. 
Notwithstanding this, each of its participating entities is responsible for the funding of benefits related to that 
entity. 

The System also provides group life insurance under a plan that is administered by a third party insurance 
company. Premiums paid by or on behalf of those covered are set and collected by the System. Benefit payments 
are made by the insurance company. The System remits to the insurance company payments in the amount of 
benefits paid out and additional payments representing administrative fees. 

2. Summary of Significant Accounting Policies: 

Basis of Accounting 

The System's financial statements are prepared using the accmal basis of accounting. Plan member contribu­
tions are recognized in the period in which the contributions are due. Benefits and refunds are recognized when 
due and payable in accordance with the terms of each plan. Investment purchases and sales are recorded as of 
their trade date. 

Investments 

Investments are reported at fair value. Securities traded on a national or international exchange are valued at the 
last reported sales price at current exchange rates. Securities that are not frequently traded on a national or 
international exchange are manually valued at the end of each month by Northern Trust through a variety of 
external sources. The fair value of the pro-rata share of units in comingled equity and fixed income mutual and 
index funds, common/collective trusts, is determined by the respective fund tmstee based on quoted sales prices 
of the underlying securities. Investments that do not have an established market are reported at estimated fair 
value. 

Net investment income includes net appreciation (depreciation) in the fair value of investments, interest income, 
dividend income, investment income from real estate, foreign currency transaction gains and losses, securities 
lending income and investment expenses, which includes investment management and custodial fees and all 
other significant investment related costs. 

Cash and Cash Equivalents 

The System considers all highly liquid debt instruments with maturities of three months or less, when purchased, 
to be cash equivalents. 

Use of Estimates 

The preparation of financial statements in confonnity with generally accepted accounting principles requires 
management to make significant estimates and assumptions that affect the repOlied amounts of net assets held in 
tmst for pension benefits at the date of the financial statements and the actuarial information included in the 
required supplementary information as of the benefit infonnation date, the changes in net assets during the 
reporting period and, when applicable, the disclosure of contingent assets and liabilities at the date of the finan­
cial statements. Actual results could differ from those estimates. 
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MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

(continued) 

2. Summary of Si2nificant Accountin2 Policies: (continued) 

Risks and Uncertainties 

The System makes investments in any combination of stocks, bonds, fixed income securities, mutual funds, 
commingled mutual and index funds, derivative financial insh'uments and other inveshnent securities. The Sys­
tem prohibits its inveshnent managers from using leverage in its delivative financial inshl.nnents or from invest­
ing in speculative positions. Investment securities and investment securities underlying certain inveshnent secu­
rities are exposed to various risks, such as interest rate, market and credit. Due to the level of lisk associated with 
certain investment securities and the level of uncertainty related to changes in the value of investment securities, 
it is at least reasonably possible that changes in the values of investment securities may occur in the near tenn and 
that such changes would materially affect the amounts reported in the statement of plan net assets and the 
statement of changes in plan net assets. 

Contributions to the System and the actuarial infonnation included in the required supplementalY inf0l1l1ation 
are reported based on celtain assumptions pertaining to interest rates, inflation rates and employee compensation 
and demographics. Due to the changing nature of these assumptions, it is at least reasonably possible that changes 
in these assumptions may occur in the near tenn and, due to uncertainties inherent in setting assumptions, that 
the effect of such changes could be material to the financial statements. 

Depreciation and Other Deductions 

Other deductions include ilmnaterial adjustments related to corrections to accumulated depreciation on fixed 
assets and accounts receivable. 

Reclassification 

Certain prior year balances have been classified to conform to the current year presentation. In addition, due to 
legislative restrictions, certaill prior year designated net asset balances have been reclassified to other liabilities 
since the Legislature requires that certain revenues be defened for specific expenditures. 

3. Cash and Investments: 

The System is authorized to il1Vest in stocks, bonds, mOltgages, real estate and other investments. The System 
maintaills certain deposits, cash equivalents and other il1Vestments with financial institutions. 

At June 30, 1998 and 1997, cash and cash equivalents were composed of the following: 

1998 1997 

Cash on deposit with local banks $ 4,595,314 $ 21,442,670 
Short-term investment funds 316,879,973 230,449,626 
Foreign currency deposits 26,082,775 11,800,416 

Total $ 347,558,062 $ 263,692,712 

TIle System's investments would generally be categorized into one of three separate categories. CategOlY 1 includes 
investments, including units in common/collective trusts, that are insured or registered and for which the securities or 
units are held by the System or its agent in the System's name. CategOlY 2 includes uninsured and unregistered 
investments for which the securities are held by the broker or agent in the System's name. CategOlY 3 includes 
uninsured and unregistered investments for which the securities are held by the broker or agent, but not in the 

24 System's name. At June 30, 1998 and 1997, all of the System's inveshnents are considered CategOlY I. 



MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

( continued) 

At June 30, 1998 and 1997, the System had certain investments representing 5% or more of plan net assets, 
as follows: 

COlllinon/collective trusts 
State Street-Wilshire 5000 Index Fund 
J.P. Morgan-Mortgage Private Placement Fund 
State Street Standard & Poor's Growth Fund 
State Street Bond Market Index Fund 

4. Securities Lending Agreement: 

1998 

$ 1,481,325,911 

423,000,609 
1,300,404,658 

1997 

$ 1,151,900,983 
270,539,432 
271,357,561 

1,174,301,800 

The System has entered into agreements with Northem Trust and State Street Bank, the custodians of certain 
of the System's investments, to lend securities held in the System's portfolio to various investment brokerage 
finns. The agreement requires that all loans be collateralized by cash in an amount at least equal to 102% of 
the market value of the securities loaned. The fair value of investments presented by the custodians in their 
June 30, 1998 portfolio statement includes all the activities of securities loaned. 

5. Contribution and Reserves: 

The Maine Constitution, Maine Statutes and the System's funding policy provide for periodic employer 
contributions at actuarially determined rates that, expressed as percentages of annual covered payroll, are 
sufficient to accumulate adequate assets to pay benefits when due. Level percentage of payroll employer 
contribution rates are detelmined using the ently age nOlmal actuarial funding method. The System also 
uses the level percentage of payroll method to amortize the unfunded liability of the State and teacher planes) 
over a closed 25 year period from June 30, 1998. For participating local districts, either the level percentage 
of payroll method or the level dollar method is used, depending on plan stmcture, status of the participating 
local district, nature of the unfunded liability (i.e., separate or pooled) and amount of the unfunded liability. 
Amortization periods range from 2 years to 28 years. . 

The State of Maine is required to remit 25% of its budgetmy surplus at the end of its fiscal year to the System, 
in order to reduce any unfunded pension liability for state employees and teachers. Accordingly, for the 
years ended Jlme 30, 1998 and 1997, the System recorded $8,487,572 and $18,526,503 in additional contri­
butions from the State of Maine, of which $8,487,572 and $14,892,189 were recorded as other receivables 
due from the State at June 30, 1998 and 1997, respectively. 

Significant actuarial assumptions used to compute contribution requirements are the same as those used to 
compute the standardized measure of the pension obligation discussed in the required supplementmy infor­
mation (see pages 28 to 30.) 
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MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

(continued) 

The contribution rates as actuarially determined in effect in 1998 and 1997 for participating entities are as 
follows: 

State: 
Employees* 
Employer 

Teachers: 
Employees 
Employers 

Participating Local Entities: 
Employees 
Emp10yers* 

1998 

7.65 - 8.65% 
16.39% 

7.65% 
19.30% 

6.5% 
4.7 - 19% 

1997 

7.65 - 8.65% 
16.09% 

7.65% 
19.42% 

6.5% 
4.7 - 19% 

• Contribution rates VG}Y depending all specific terllls o.(plan benefits/or certain classes a/employees or benefit plan options selected by a 

particlliar participating local entity. Withdrawn entities' contributions are set in dol/G}' alllollnts, 1/ot as rates. 

By statute, the System maintains separate benefit reserve funds, as well as other reserves the board of tmstees 
designates. At June 30, 1998 and 1997, the System had the following reserves: 

Retirement allowance fund 
Member contribution fund 
Group life reserve 
Expense fund 
Other designated reserves 

1998 

$ 4,881,547,693 
1,269,803,349 

30,605,221 
-0-
-0-

$ 6,181,956,263 

6. Statutory and Constitutional Requirements: 

1997 

$ 3,972,417,933 
1,210,347,393 

28,778,622 
103,357 

2,549,531 
$ 5,214,196,836 

In 1998, the State Legislature enacted a law that requires the State to fund unfunded actuaria11iabi1ities 
existing as of June 30, 1998, of the State and teacher plans over a period not to exceed 25 years, cOlmnencing 
June 30, 1998, This statute shOliens the constitutionally required amOliization period of not more than 31 
years from June 30, 1997, put in place by Constitutional amendment approved at referendum in November 
1995. This Constitutional amendment also prohibits the creation of new unfunded liabilities, except those 
arising from experience losses, which must be funded over a period of not more than ten years. In addition, 
the amendment requires use of actuarially sound current-cost accounting, reinforcing the existing statutOlY 
requirements. 

7. System Employees: Retirement and Retiree Health Benefits: 

The System, as the employer of its staff, is a participating employer of the Maine State Retirement System. 
System employees are required by statute to contribute 6.5% of their aruma I covered salaries. The System is 
required to contribute at an actuarially determined rate; the current rate is 8% of annual covered payroll. 



MAINE STATE RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

( continued) 

The actuarial assumptions are described in the actuarial assumptions and methods footnote to the required 
supplementmy information. The contribution requirements of plan members are set by statute; the employer 
contribution is established by actuarial valuation. For 1998, the System's annual pension cost for its employ­
ees was $655,977. 

Included in administrative expenses in 1998 is a charge of $125,000 for the post-retirement medical benefits 
of its employees. This amount is equal to its actuarially detennined expense. As of June 30, 1998, there is 
$750,000 in other liabilities for the payment of future benefits. 
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Actuarial 
valuation 

date 

6/30198 
6/30197 
6/30196 

MAINE STATE RETIREMENT SYSTEM 
REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Funding Progress 

(a) (b) (b - a) (alb) (c) ((b - a)/c) 
UAAL 

Actuarial (as a per-
Actuarial acclUed liability Annual centage of 

value (AAL) - entry Unfunded AAL Funded Covered covered 
of assets age (UAAL) ratio Payroll payroll) 

$ 5,392,675,044 $ 7,854,273,082 $ 2,461,598,038 68.7% $1,389,139,818 177.2% 
4,602,973,536 7,291,821,034 2,688,847,498 63.1% 1,341,612,931 200.4% 
3,959,367,717 6,985,476,378 3,026,108,661 56.7% 1,316,462,200 229.9% 

Schedule of Employer Contributions 

Annual required Actual Percentage 
Year ended contribution contribution contributed 

1998 $ 253,379,103 $ 274,787,560 108.4% 
1997 249,327,155 267,853,658 107.4% 
1996 247,646,796 253,646,796 102.4% 



MAINE STATE RETIREMENT SYSTEM 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

Basis of Presentation: 

For financial statement repOliing purposes, the information provided on the required supplementary infonnation 
schedules includes combined amounts for all participating entities: state employees, teachers, judicial and legis­
lative employees, as well as employees of participating local districts. 

Actuarial Assumptions and Methods: 

The information in the required supplemental schedules was detennined as part of the actuarial valuations at the 
dates indicated. Additional information as of the latest achwrial valuation date, June 30, 1998, is as follows: 

Funding Method 

Costs are developed using the entry age nonnal cost method (based on a level percentage of covered payroll). 
Under the method used for this plan, the acclUed liability and the present value of fuhlre normal costs are 
determined by summing the individual entry age results for each participant. The nonnal cost is then determined 
in aggregate by spreading the present value offuhlre nonnal costs as a level percentage of expected future covered 
payroll. Entry age is defined as the first day service is credited under the plan. 

Experience gains and losses, i.e., decreases or increases in liabilities when actual experience differs from the 
achw11al assumptions, adjust the unfunded actuarial acclUed liability. 

Asset Valuation Method 

For actuarial purposes, assets are valued by dete1111ining the total yield on the investments ofthe System using the 
full investment reh1111 (including capital gains), which is measured by the difference in the actuarial value of the 
assets at the beginning of the fiscal year and the market value of the assets at the end of the fiscal year. Prior 
year's unrecognized gains and losses are added to this amount to develop expected aChwrial value. One third of 
the excess ofthe yield (using the full investment reh11l1) is added to the expected achlarial value to determine the 
actuarial valuation of assets. 

Amortization 

The unfunded actuarial accrued liability is amOliized on a level percentage of payroll over a legislatively-enacted 
25 year closed period from June 30, 1998. 

Significant actuarial assumptions employed by the achwl'Y for funding purposes as of June 30, 1998 arc as 
follows: 

Investment Return - 8% per annum, compounded annually 

Sa/my Increases - 5.5% to 9.5% per year (includes inflation of 5.5%) 

Mortality Rates - Active State employee members and active participating local entity members - UP 1994 
Tables; Active teacher members - 85% of UP 1994 Tables; Non-disabled State employee retirees and non-dis­
abled participating local entity retirees - GAM 1971 Tables; Non-disabled teacher retirees - GAM 1971 Tables set 
back two years; All current recipients of disability benefits - 1964 COlmnissioners Disability Table; All disability 
benefit recipients who begin to receive benefits in 1998 and thereafter - RPA 1994 Table for pre-1995 Disabilities. 

Post Retirement Benefit Increases - 4% per annum 
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MAINE STATE RETIREMENT SYSTEM 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

( continued) 

Group Life Plan: 

The Group Life Insurance Program administered by the System provides for a life insurance benefit for active 
members equal to a member's annual base compensation as defined by statute. Upon retirement, life insurance 
coverage in the amount of the member's average final compensation is provided with a reduCtion of 15% per year 
until the greater of 40% of the average final compensation or $2,500 is reached. To be covered in retirement, 
retirees must have participated in the Group Life Program for a minimum often years. Premiums are remitted to 
the System by the employer. The State pays a premium rate of $0.30 per $1,000 of coverage per month for state 
employees. Teachers and employees of participating local districts pay a premium rate of $0.22 and $0.46 per 
$1,000 of coverage per month, respectively, some or all of which may be deducted from employees' compensa­
tion as per individual agreements with employees. Assumptions used to detenlline the actuarial liability are the 
same as for the pension plan. At June 30, 1998 and 1997, the plan had the following actuarially determined 
liabilities: 

Achlarial liabilities: 
Active members 
Retired members 

Total 

1998 

$ 42.6 
36.4 

79.0 

(In millions) 
1997 

$ 37.8 
38.7 

$ 76.5 



PricewaterhouseCoopers llP 
130 Middle Street 
P.O. Box 9741 
Portland ME 04104-5059 
Telephone (207) 791 5200 
Facsimile (207) 774 1297 

INDEPENDENT ACCOUNTANT'S REPORT ON COMPLIANCE AND ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT 

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

October 13, 1998 

Board of Trustees 
Maine State Retirement System: 

We have audited the financial statements of the Maine State Retirement System (the "System"), which is a component unit of the 
State of Maine, as of and for the year ended June 30, 1998 and have issued our report thereon dated October 13, 1998. We 
conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 

Compliance 
As part of obtaining reasonable assurance about whether the System's financial statements are free of material misstatement, we 
performed tests of its compliance with certain provisions of laws, regulations and contracts, noncompliance with which could have 
a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 

Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the System's internal control over financial reporting in order to determine 
our auditing procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance on the 
internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control over financial reporting that might be material wealmesses. A material wealmess is a 
condition in which the design or operation of one or more of the intemal control components does not reduce to a relatively low 
level the risk that misstatements in amounts that would be material in relation to the fmancial statements being audited may occur 
and not be detected within a timely period by employees in the normal course of perfol1ning their assigned functions. We noted no 
matters involving the internal control over financial reporting and its operation that we consider to be material wealmesses. 

We noted other matters involving the internal control structure and its operations that we have reported to the management of the 
System in a separate letter dated October 13, 1998. 

This repOli is intended for the information of the Board of Trustees and management. However, this report is a matter of public 
record and its distribution is not limited. 

LL? 



TRUST FUND BALANCES FOR 

THE YEAR ENDED JUNE 30, 1998 
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TRUST FUND BALANCES AS OF JUNE 30, 1998 
1998 

Ref Total Trust 
Nbr Plan or District Name Members' Contribution Retirement Allowance Fund Reserves 

7 TEACHERS $ 683,152,850 $ 2,080,596,575 $ 2,763,749,424 
STATE 432,342,662 1,535,981,788 1,968,324,451 

350 JUDICIAL 3,684,297 27,014,451 30,698,748 
351 LEGISLATIVE 710,905 4,370,581 5,081,486 
370 CONS-AC 89,848,347 557,960,432 647,808,780 
371 CONS-AN 15,734,826 84,802,049 100,536,875 
372 CONS-BC 6,180 31,567 37,747 
373 CONS - 1C 9,747,150 199,049,921 208,797,071 
374 CONS - IN 1,791,884 19,079,484 20,871,369 
375 CONS - 2C 16,903,330 138,057,837 154,961,168 
376 CONS - 2N 1,105,041 5,734,865 6,839,905 
377 CONS - 3C 3,948,837 42,096,588 46,045,425 
378 CONS - 3N 2,152,486 16,137,413 18,289,899 
379 CONS - 4C 1,697,491 7,565,397 9,262,888 
380 CONS - 4N 159,723 218,738 378,461 
106 AROOSTOOK COUNTY 691,709 691,709 -I 
43 AUBURN PUBLIC LIBRARY 313,834 313,834 AI 

C 69 BAILEYVILLE 554,411 554,411 (J) 
59 BANGOR WATER DISTRICT 443,994 443,994 -I 
73 BATH 8,365,802 8,365,802 'T1 
35 BELFAST 222,703 222,703 C 

108 BERWICK 161,765 161,765 Z 
. 207 BERWICK SEWER DISTRICT 10,408 10,408 0 

246 BETHEL 239,009 239,009 OJ 
158 BIDDEFORD 660,088 660,088 » 
157 BINGHAM WATER DISTRICT 44,265 44,265 r 
146 BOOTHBAY HARBOR 297,996 297,996 » 

Z 21 BOOTHBAY HARBOR WATER 364,054 364,054 () 
199 BRADFORD 23,147 23,147 (TI 
176 BRIDGTON 2,994 380,840 383,834 (J) 

253 BRIDGTON WATER DISTRICT 55,679 55,679 
177 BROWNVILLE 322,470 322,470 
42 BRUNSWICK 604,050 604,050 

292 BRUNSWICK FIRE & POLICE 640,304 640,304 
72 BRUNSWICK SEWER 211,029 211,029 

130 BUCKSPORT 569,763 569,763 
36 CALAIS 399,859 399,859 
85 CAPE ELIZABETH 670,847 7,021,322 7,692,169 

135 CAP COASTAL COUNC OF GOV'T 10,388 225,985 236,373 
208 CARIBOU FIRE AND POLICE 1,546,109 1,546,109 
265 CASTLE HILL 113,756 113,756 
235 CHINA 51,472 51,472 
217 CORINNA 168,257 168,257 
251 CORINNA SEWER DISTRICT 131,091 131,091 
252 CSD #12 - TOPSFIELD 70,939 70,939 
266 CSD #18 -WELLS/OGUNQUIT 241,045 241,045 
204 CSD #3 - BOOTHBAY 53,225 482,580 535,804 
216 CUMBERLAND 329,829 329,829 

5 CUMBERLAND COUNTY 829,172 829,172 
191 DAMARISCOTTA 294,129 294,129 
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1998 
TRUST FUND BALANCES AS OF JUNE 30, 1998 

(continued) 

Ref Total TlUst 
Nbr Plan or District Name Members' Contribution Retirement Allowance Fund Reserves 

41 PORTLAND PUBLIC LIBRARY $ $ 5,366 $ 5,366 
4 PRESQUE ISLE 2,205,265 19,948,313 22,153,578 

258 PRINCETON 179,708 179,708 
268 PROJECT LODESTONE 2,539 42,675 45,214 
212 READFIELD 58,650 58,650 
269 REGION 4 - SO PENOBSCOT 69,028 69,028 
224 REGION 7 - WALDO 174,591 174,591 
213 RICHMOND 32,086 575,676 607,762 
242 RICHMOND UTILITIES 21,211 21,211 
161 ROCKPORT 47,386 47,386 
247 RUMFORD MEXICO SEWAGE DISTRICT 52,431 52,431 
175 SABATTUS 314,120 314,120 
192 SACO 938,402 938,402 

U) 119 SAD #9 - FARMINGTON 235,220 235,220 

IJJ 190 SAD # 16 - HALLOWELL 224,159 224,159 

U 223 SAD #13 - BINGHAM 219,320 219,320 

Z 211 SAD #21 - DIXFIELD 112,914 112,914 
« 78 SAD #28 60,270 60,270 
...J 168 SAD #29 228,801 228,801 « 
en 50 SAD #31 - HOWLAND 117,000 117,000 

0 
77 SAD #34 - BELFAST 266,021 3,023,533 3,289,554 

Z 143 SAD #41 - MILO 504,709 504,709 

:> 189 SAD #49 - FAIRFIELD 332,760 332,760 

LL 198 SAD #51- CUMBERLAND 524,777 524,777 

I- 129 SAD #53 99,258 99,258 
U) 115 SAD #54 198,831 198,831 

:J 218 SAD #56 - SEARSPORT 75,868 470,543 546,411 
n:: 187 SAD #60 - NORTH BERWICK 726,049 726,049 
I- 113 SAD #66 - ELLSWORTH 496,742 496,742 

126 SAD #67 299,829 299,829 
128 SAD #71 739,404 739,404 
96 SAGADAHOC COUNTY 26,128 1,586,231 1,612,359 
30 SAINT AGATHA 204,411 204,411 
83 SANFORD 3,371,305 3,371,305 
89 SANFORD SEWERAGE 164,387 164,387 

170 SANFORD WATER DISTRICT 354,755 354,755 
117 SEARSPORT 398,806 398,806 
124 SEARSPORT WATER 132,948 132,948 

80 SKOWHEGAN 602,795 602,795 
171 SO BERWICK WATER DISTRICT 9,645 9,645 
206 SO PORTLAND HOUSING 605,047 605,047 
141 SOUTH BERWICK 249,790 249,790 
164 THOMASTON 39,821 683,824 723,645 

81 TOPSHAM 383,087 383,087 
28 TOWN OF YORK 198,793 198,793 

267 TRI-COMMUNITY LANDFILL 9,265 9,265 
182 VANBUREN 243,210 243,210 
229 VAN BUREN HOUSING AUTH 126,462 126,462 

38 153 VASSALBORO 190,760 190,760 



TRUST FUND BALANCES AS OF JUNE 30, 1998 
( continued) 

Ref 
Nbr Plan or District Name Members I Contribution Retiremen t Allowance 

162 WALLAGRASS PLANTATION $ $ 12,508 
40 WASHINGTON COUNTY 7,302 
66 WATERVILLE FIRE AND POLICE 895,211 

107 WELLS 235,326 
122 WESTBROOK 652,054 7,888,505 
70 WESTBROOK FIRE AND POLICE 929,216 19,236,500 

241 WESTERN ME COMM ACT COUN 120,144 1,178,548 
86 WILTON 194,479 986,975 

144 WINSLOW 706,140 
250 WINTER HARBOR UTILITIES 16,235 
179 WINTHROP 561,319 
116 YARMOUTH 473,576 
37 YORK COUNTY 642,791 
39 YORK WATER DISTRICT 140,941 

TOTAL TRUST FUNDS $ 1,269,831,098 $ 4,866,015,689 

Total Trust 
Fund Reserves 

$ 12,508 
7,302 

895,211 
235,326 

8,540,559 
20,165,716 

1,298,692 
1,181,454 

706,140 
16,235 

561,319 
473,576 
642,791 
140,941 

$ 6,135,846,787 
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INVESTMENTS 

AT JUNE 30, 1998 

Assets By Manager 

Asset Allocation 

Investment Performance 

System Holdings 
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ASSETS BY MANAGER 
June 30, 1998 

MAINE STATE RETIREMENT SYSTEM 

COST MARKET VALUE 

ALLIANCE CAPITAL - EQUITY $ 192,786,086 $ 331,549,416 
ALLIANCE CAPITAL - FIXED INCOME 245,619,360 254,118,374 

ARK ASSET MANAGEMENT 224,012,394 243,383,896 

BANKERS TRUST INTERNATIONAL EAFE 79,984,304 144,510,449 

CASH ACCOUNT 182,455,272 182,455,272 

CRAMER, ROSENTHAL, MCGLYNN 120,877 ,456 145,271,009 

FINANCE AUTHORITY OF MAINE 6,147,902 6,147,902 

JP MORGAN - INTERNATIONAL 20,207,727 20,573,543 

JP MORGAN - MORTGAGES 228,167,560 260,905,926 

JP MORGAN - MULTI MARKET I 27,524,063 42,971,826 

JP MORGAN - MULTI MARKET II 32,471,152 41,143,089 

JP MORGAN - PRIVATE PLACEMENTS 98,362,216 129,166,151 

LOOMIS SAYLES 50,010,772 50,010,772 

MARTIN CURRIE 198,077,878 221,762,919 

PEREGRINE ASSET MANAGEMENT 233,001,872 266,112,271 

ROWE PRICE FLEMING 108,430,170 141,057,928 

STANDISH AYER & WOOD 100,651,518 100,651,518 

STATE STREET EQUITY CORE 979,738,106 1,481,325,911 

STATE STREET FIXED CORE 1,139,578,435 1,300,404,658 

STATE STREET GROWTH INDEX 278,124,634 423,009,617 

STATE STREET VALUE INDEX 153,264,087 206,382,911 

WALTER SCOTT AND PARTNERS 116,498,186 135,460,820 

TOTAL ASSETS $ 4,815,991,151 $ 6,128,376,176 

GROUP LIFE INSURANCE 

JP MORGAN - GROUP LIFE $ 29,720,148 $ 29,748,105 

1998 

UNREALIZED 
GAINILOSS 

$ 138,763,330 
8,499,013 

19,371,502 
64,526,145 

24,393,553 

365,816 
32,738,366 
15,447,764 

8,671,937 
30,803,935 

23,685,041 -Z 
33,110,399 < 
32,627,757 m m 

-I 
501,587,805 ~ 
160,826,223 m 
144,884,983 Z 

53,118,824 crl 
18,962,633 

$ 1,312,385,025 

$ 27,958 
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ASSET ALLOCATION 
June 30, 1998 

PERCENT 
OF TOTAL COST MARKET VALUE 

TOTAL ASSETS 100% $ 4,815,991,151 $ 6,128,376,176 

TOTAL CASH 3.0% $ 182,455,272 $ 182,455,272 

TOTAL DOMESTIC EQUITY 51.9% $ 2,241,799,849 $ 3,181,149,946 

ALLIANCE CAPITAL - EQUITY 5.4% 192,786,086 331,549,416 

ARK ASSET MANAGEMENT 4.0% 224,012,394 243,383,896 

CRAMER, ROSENTHAL, MCGLYNN 2.4% 120,877,456 145,271,009 

JP MORGAN - MULTI MARKET I 0.7% 27,524,063 42,971,826 

JP MORGAN - MULTI MARKET II 0.7% 32,471,152 41,143,089 

PEREGRINE ASSET MANAGEMENT 4.3% 233,001,872 266,112,271 

STATE STREET EQUITY CORE 24.2% 979,738,106 1,481,325,911 

STATE STREET GROWTH INDEX 6.9% 278,124,634 423,009,617 

STATE STREET VALUE INDEX 3.4% 153,264,087 206,382,911 

TOTAL DOMESTIC 
FIXED INCOME 34.5% $ 1,882,597,589 $ 2,115,830,942 

ALLIANCE CAPITAL - FIXED INC 4.1% 245,619,360 254,118,374 

JP MORGAN - INTERNATIONAL 0.3% 20,207,727 20,573,543 

JP MORGAN - MORTGAGES 4.3% 228,167,560 260,905,926 

JP MORGAN - PRIVATE PLCMNTS 2.1% 98,362,216 129,166,151 

LOOMIS SAYLES 0.8% 50,010,772 50,010,772 

STANDISH AYER & WOOD 1.6% 100,651,518 100,651,518 

STATE STREET FIXED CORE 21.2% 1,139,578,435 1,300,404,658 

TOTAL INTERNATIONAL 
EQUITY 10.5% $ 502,990,539 $ 642,792,115 

BANKERS TRUST INT'L EAFE 2.4% 79,984,304 144,510,449 

MARTIN CURRIE 3.6% 198,077,878 221,762,919 

ROWE PRICE FLEMING 2.3% 108,430,170 141,057,928 

WALTER SCOTT AND PARTNERS 2.2% 116,498,186 135,460,820 

TOTAL OTHER 
INVESTMENTS 0.1% $ 6,147,902 $ 6,147,902 

FINANCE AUTHORITY OF MAINE 0.1% 6,147,902 6,147,902 

UNREALIZED 
GAIN/LOSS 

$ 1,312,385,025 

$ 

$ 939,350,096 

138,763,330 
19,371,502 
24,393,553 
15,447,764 
8,671,937 

33,110,399 
501,587,805 
144,884,983 
53,118,824 

$ 233,233,353 

8,499,013 
365,816 

32,738,366 
30,803,935 

160,826,223 

$ 139,801,576 

64,526,145 
23,685,041 
32,627,757 
18,962,633 

$ 



INVESTMENT PERFORMANCE 
June 30, 1998 

ONE THREE 
YEAR YEARS 

TOTAL ASSETS 17.8 17.7 

DOMESTIC EQUITY CONSOLIDATION 26.6 26.4 

ALLIANCE EQUITY 39.5 33.7 

ARK ASSET 18.9 24.5 

CRAMER ROSENTHAL 18.3 22.0 

MORGAN MULTI-MKT I 18.9 20.2 

MORGAN MULTI-MKT II 13.8 19.6 

PEREGRINE 10.6 19.6 

VALUE INDEX 25.4 

GROWTH INDEX 34.5 

EQUITY CORE 28.5 

FIXED INCOME CONSOLIDATION 10.5 8.2 

ALLIANCE FIXED 9.7 8.6 

MORGAN CONSOLIDATION 10.2 8.7 

MORGAN PRIV PLCM 7.0 7.8 

MORGAN MORTGAGES 11.5 8.9 

FIXED CORE 10.5 

INTL EQUITY CONSOLIDATION 4.5 12.0 

BANKERS INTERNATIONAL 6.3 1l.0 

MARTIN CURRIE 7.7 
ROWE PRICE 4.6 

WALTER SCOTT (2.8) 10.0 

1998 

FIVE SINCE 
YEARS INCEPTION 

14.6 12.8 

21.0 15.8 

25.2 18.0 
20.6 17.7 

2l.5 
16.1 
17.7 

18.7 20.7 
28.7 
4l.0 
3l.7 

7.1 10.0 -
7.l 9.7 Z 

< 7.6 10.8 P1 
7.5 10.6 (J) 

7.9 1l.0 -I 
~ 9.2 P1 
Z 

10.9 6.3 trl 
10.3 5.8 

13.7 
11.5 
10.1 
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1998 
SYSTEM HOLDINGS 

June 30, 1998 

UNREALIZED 
COST MARKET VALUE GAIN/LOSS 

CASH 

CASH ACCOUNT $ 182,455,272 $ 182,455,272 $ 

DOMESTIC EQUITY 

ALLIANCE CAPITAL 
AES CORP $ 3,466,565 $ 3,364,000 $ (102,565) 

ALLIED SIGNAL INC 4,635,645 6,745,000 2,109,355 

ALTERACORP 3,490,345 2,305,875 (1,184,470) 

AMERINTL GROUP INC 1,453,554 6,402,100 4,948,546 

ASSOC 1ST CAP CORP 3,425,023 3,385,250 (39,773) 

AVON PROD INC 962,602 929,250 (33,352) 

B1 SVCS CO 3,728,369 3,080,625 (647,744) 

BRISTOL MYERS SQUIBB CO 9,910,342 11,689,144 1,778,801 

en CAMPBELL SOUP CO 2,370,022 3,060,000 689,978 

I- CHASE MANHATTAN CORP 3,904,469 6,867,480 2,963,011 

Z CISCO SYS INC 5,918,449 17,123,625 11,205,176 

W COCA COLA CO 3,393,013 4,916,250 1,523,237 
~ COLGATE-PALMOLIVE CO 4,354,480 8,377,600 4,023,120 
I-
en COLTV STIF (CASH) 4,665,673 4,665,673 

W COMPAQ COMPUTER CORP 3,903,119 8,399,000 4,495,881 

> DAYTON-HUDSON CORP 3,936,533 4,801,500 864,967 
Z - DELL COMPUTER CORP 2,809,277 12,900,938 10,091,661 

DONNELLEY R R & SONS CO 2,259,031 2,328,675 69,644 

GENELEC CO 3,187,955 11,541,125 8,353,170 

GILLETTE CO 4,699,265 10,351,250 5,651,985 

HALLIBURTON CO 4,386,103 3,746,081 (640,022) 

HARLEY DAVIDSON INC 3,691,196 5,425,000 1,733,804 

HOME DEPOT INC 4,706,042 9,369,450 4,663,408 

INTEL CORP 925,519 3,520,938 2,595,418 

KOHLS CORP 5,141,305 8,310,375 3,169,070 

KROGER CO 985,284 1,500,625 515,341 

LUCENT TECHNOLOGIES INC 3,481,021 6,987,750 3,506,729 

MBNACORP 3,202,813 7,920,122 4,717,309 

MEDTRONIC INC 3,337,870 6,387,750 3,049,880 

MERCK & CO INC 5,402,885 13,054,000 7,651,115 

MERRILL LYNCH & CO INC 3,108,007 7,841,250 4,733,243 

MICROSOFT CORP 3,215,972 5,440,425 2,224,453 

MORGAN ST DEAN W. & CO 3,429,068 9,868,500 6,439,432 

NATIONSBANK CORP 8,574,203 10,084,406 1,510,203 

NOBLE DRILLING CORP 3,970,954 2,856,219 (1,114,736) 

PHILIP MORRIS COMPANIES INC 2,077,465 3,366,563 1,289,097 

PROCTER & GAMBLE CO 1,837,525 3,023,275 1,185,750 

SCHERING-PLOUGH CORP 5,835,200 12,534,300 6,699,100 

SEALED AIR CORP 919,558 624,750 (294,808) 
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1998 
SYSTEM HOLDINGS 

June 30, 1998 
( continued) 

UNREALIZED 
COST MARKET VALUE GAIN/LOSS 

SOLECTRON CORP $ 5,021,071 $ 8,286,313 $ 3,265,241 

TELE COMMUNICATIONS INC 2,572,979 8,171,002 5,598,022 

TELLABS INC COM 3,729,342 4,369,125 639,783 

TRAVELERS GROUP INC 3,414,663 11,530,814 8,116,152 

TRAVELERS PPTY CAS CORP 4,104,299 4,673,375 569,076 

UNITED HEALTHCARE CORP 6,509,915 6,247,744 (262,172) 

UNITED TECHNOLOGIES CORP 3,302,661 4,070,000 767,339 

USA WASTE SVCS INC 5,067,591 6,912,500 1,844,909 

WAL-MART STORES INC 3,807,359 4,677,750 870,391 

WALT DISNEY CO 4,151,288 7,827,156 3,675,868 

WORLDCOMGA 6,590,687 9,687,500 3,096,813 

TOTAL $ 192,973,579 $ 331,549,416 $ 138,575,837 

-ARK ASSETS ~ 1ST UN CORP COM $ 3,102,336 $ 3,390,150 287,814 

ABBOTT LAB COM 3,123,279 3,653,100 529,821 fT1 
(J) 

AETNA INC COM STK 4,436,680 4,323,900 (112,780) -f 
AIR PROD & CHEM INC COM 282,705 256,000 (26,705) s: 
ALLIED SIGNAL INC COM 3,418,091 4,646,063 1,227,971 fT1 

Z 
ALLSTATE CORP COM 1,034,224 2,490,500 1,456,276 

~ ALUMCOAMER 2,177,784 2,103,406 (74,378) 

AMER GEN CORP COM 1,267,127 2,128,506 861,380 

AMER STORES CO COM 2,470,554 2,692,069 221,514 

AMERADA HESS CORP COM 2,387,415 2,563,550 176,135 

AMOCO CORP COM 3,198,518 3,118,725 (79,793) 

AMP INC COM 3,464,820 2,932,188 (532,632) 

ANHEUSER-BUSCH COMPANIES INC 4,485,982 5,020,750 534,768 

ARCHER-DANIELS-MIDLAND CO 4,317,259 4,446,873 129,614 

AT & T CORP COM STK 2,873,788 2,844,825 (28,963) 

ATLC RICHFIELD CO COM 4,033,766 4,335,938 302,171 

BAKER HUGHES INC COM 2,774,090 2,516,150 (257,940) 

BANC ONE CORP 3,095,706 3,086,431 (9,275) 

BAXTER INTL INC COM 4,538,681 4,783,931 245,250 

BELL ATLC CORP COM 3,003,764 3,620,800 617,036 

BURL NORTHN SANTA PE CORP 3,999,655 4,663,906 664,252 

BURL RES INC COM 2,426,762 2,411,500 (15,262) 

CHAMPION INTL CORP 1,721,063 1,824,856 103,793 

CHASE MANHATTAN CORP 1,979,971 2,884,100 904,129 

CHEVRON CORP COM 1,376,153 1,381,875 5,722 

CHUBB CORP COM 2,590,186 4,203,613 1,613,427 

CIGNA CORP COM 3,167,988 3,864,000 696,012 

COLTV STIP (CASH) 12,990,515 12,990,515 

COMCAST CORP 1,520,916 1,794,255 273,339 

CONAGRAINC 3,703,147 3,919,744 216,597 
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1998 
SYSTEM HOLDINGS 

June 30, 1998 
(continued) 

UNREALIZED 
COST MARKET VALUE GAINILOSS 

CONS EDISON INC $ 788,303 $ 971,919 $ 183,616 

CONS STORES CORP 2,835,122 2,407,000 (428,122) 

CORNING INC 2,156,252 2,164,925 8,673 

CROWN CORK & SEAL CO INC 2,290,540 2,327,500 36,960 

CSXCORP 3,916,122 3,935,750 19,628 

DANA CORP 3,571,291 3,531,000 (40,291) 

DEERE&CO 2,600,443 2,594,640 (5,802) 

DILLARDS INC CL A 1,802,244 2,208,619 406,375 

DOMINION RES INC 1,338,622 1,356,975 18,353 

EMERSON ELEC CO 4,145,877 4,262,475 116,598 

FEDT DEPT STORES INC 2,575,286 4,105,894 1,530,608 

FT JAMES CORP 3,530,574 4,159,050 628,476 

GANNETT CO INC 1,892,382 2,508,506 616,124 

GEN MILLS INC 3,332,107 3,344,250 12,143 

~ 
GENRE CORP 2,671,976 4,309,500 1,637,524 

GOODYEAR TIRE & RUBBER CO 1,699,224 1,752,700 53,476 

Z GTE CORP 1,830,346 2,430,813 600,466 

IJJ HALLIBURTON CO 2,435,368 2,292,975 (142,393) 

~ HERCULES INC VTG 1,179,355 1,019,900 (159,455) 
I-m INTL BUSINESS MACH CORP 3,128,845 5,533,963 2,405,118 

IJJ KIMBERLY-CLARK CORP 2,001,476 1,867,113 (134,364) 

> LOCKHEED MARTIN CORP 3,460,160 4,044,425 584,265 
Z LOEWSCORP 1,892,263 2,265,250 372,987 -

MAS CO CORP 1,635,058 3,188,350 1,553,292 

MAY DEPT STORES CO 996,219 1,539,250 543,031 

MINN MNG & MFG CO 3,386,441 3,073,813 (312,629) 

MOTOROLA INC 2,908,199 2,617,613 (290,586) 

NATIONSBANK CORP 2,619,841 3,289,894 670,053 

NATL SEMICONDUCTOR CORP 3,216,765 1,463,438 (1,753,327) 

NEWMONT MNG CORP 1,165,485 666,225 (499,260) 

OCCIDENTAL PETRO CORP 2,586,274 3,399,300 813,026 

PACIFICORP 1,992,259 1,981,950 (10,309) 

PPGIND INC 1,738,475 2,587,725 849,250 

PRAXAIRINC 4,740,889 4,517,406 (223,482) 

RAYTHEON CO CL A 2,078,524 2,201,275 122,751 

RAYTHEON CO CL B 1,807,261 2,258,575 451,314 

SBC COMMUNICATIONS INC 2,606,253 2,692,000 85,747 

SEA GATE TECH 4,144,661 3,402,188 (742,473) 

SOUTHERN CO COM 1,955,839 2,284,219 328,380 

ST PAUL COMPANIES INC 3,037,042 2,969,613 (67,429) 

SUN MICROSYSTEMS INC 3,651,360 3,948,469 297,108 

TENET HEALTHCARE CORP 1,719,849 1,790,625 70,776 

TENNECO INC 2,438,661 2,222,850 (215,811) 

TEXUTILS CO 3,553,911 3,871,125 317,214 

TEXACO INC 2,359,762 2,662,063 302,301 

TOYS R US INC 1,827,053 1,624,219 (202,834) 
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UN PAC RES GROUP INC $ 3,493,418 $ 2,464,019 $ (1,029,399) 

UNOCALCORP 4,854,421 4,536,675 (317,746) 

UNUM CORP 1,629,340 2,203,350 574,010 

VENA TOR GROUP INC 2,733,165 2,096,100 (637,065) 

WEYERHAEUSER CO 1,156,739 1,113,119 (43,620) 

WORLDCOMGA 297,822 431,094 133,272 

TOTAL $ 224,368,088 $ 243,383,895 $ 19,015,807 

CRAMER ROSENTHAL MCGLYNN 
ALLERGAN INC $ 2,803,811 $ 3,742,463 $ 938,651 

ALLMERICA FINL CORP 2,085,645 2,132,000 46,355 

AMERADA HESS CORP 2,592,689 2,444,063 (148,626) 

APPLIED PWR INC CL A 2,782,974 2,849,688 66,713 

ASHLAND INC 2,256,296 2,328,288 71,991 -CINBELLINC 4,998,909 5,246,963 248,054 ~ COASTAL CORP 3,000,509 4,928,763 1,928,254 

COLTV STIF 6,967,086 6,967,086 f11 

COLUMBIA ENERGY GROUP 3,044,799 3,237,375 192,576 ~ 
COMMSCOPE INC 2,119,599 2,292,684 173,085 ~ 
COMSATCORP 2,087,537 3,023,775 936,238 f11 

Z 
EEXCORP 1,561,005 1,617,188 56,183 -I 
ELSAG BAILEY PROC 2,206,639 2,567,469 360,829 (I) 

FOREST OIL CORP 775,068 933,175 158,107 

FRED MEYER INC 2,272,440 5,648,250 3,375,810 

GEN INSTR CORP 2,130,252 3,577,875 1,447,623 

GOLDEN ST BANCORP INC 1,229,161 3,147,550 1,918,389 

GOLDEN ST BAN CORP INC 224,581 562,063 337,481 

GTECHHLDG 2,642,814 2,516,456 (126,358) 

HUSSMANN INTL INC 2,158,107 2,579,259 421,152 

INGERSOLL-RAND CO 3,239,259 3,035,906 (203,353) 

JEFFERSON-PILOT 477,768 537,660 59,892 

JOHNS MANVILLE CORP 1,437,365 2,193,100 755,735 

LAIDLAW ENVIRONMENTAL SVCS 1,563,980 1,506,188 (57,792) 

MACMILLAN BLOEDEL LTD 2,372,138 1,713,813 (658,326) 

MARKETSPAN CORP 2,258,811 2,631,866 373,055 

MASCOTECH INC COM 3,077,664 5,160,000 2,082,336 

MFC HANCOCK JOHN BK 2,186,044 4,424,038 2,237,994 

MFC PILGRIM AMER PRIME 2,399,047 2,484,000 84,953 

MONTANA PWR CO 3,014,019 2,866,875 (147,144) 

NATL SEMICONDUCTOR 4,169,713 2,674,875 (1,494,838) 

OCEAN ENERGY INC 551,287 2,081,763 1,530,476 

OWENS ILL INC 2,535,323 6,555,875 4,020,552 

PERIGN-ELMER CORP 3,335,925 3,208,875 (127,050) 

RAYCHEM CORP 4,488,837 4,502,369 13,532 

SEMPRA ENERGY INC 3,133,129 3,270,671 137,542 
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SHOPKO STORES INC $ 1,874,671 $ 2,305,200 $ 430,529 

SNAP-ON INC 3,754,025 3,142,875 (611,150) 

SOVEREIGN BANCORP INC 1,806,786 1,787,053 (19,733) 

THOMAS & BETTS CORP 2,643,343 2,728,450 85,107 

TORCHMARK CORP 3,705,830 4,016,850 311,020 

TRIZEC HAN CORP 2,533,900 2,774,013 240,113 

UCAR INTL INC 2,726,309 2,548,069 (178,240) 

UNIFIINC 2,907,779 2,746,850 (160,929) 

VENCORINC 593,156 402,375 (190,781) 

WALTER INDS INC 1,428,995 1,960,031 531,036 

WELLPOINT HLTH NETWORKS INC 2,455,992 4,106,260 1,650,268 

WHITMAN CORP 2,068,899 2,906,181 837,283 

WORLD COLOR PRESS INC 2,277,422 2,656,500 379,078 

~ 
TOTAL $ 120,957,341 $ 145,271,009 $ 24,313,668 

Z JP MORGAN MULTI-MARKET FUND I $ 27,524,063 $ 42,971,826 $ 15,447,764 

W 
~ JP MORGAN MULTI-MARKET FUND II $ 32,471,152 $ 41,143,089 $ 8,671,937 
I-m w 
> PEREGRINE Z - ADRELANPLC $ 1,460,190 $ 4,185,972 $ 2,725,782 

ADV DIGITAL INFO CORP 2,709,800 2,271,450 ( 438,350) 

AGOURON PHARMACEUTICALS INC 1,801,948 1,876,344 74,395 

ALREF 1,188,868 1,203,600 14,732 

ALT ULTRASOUND INC 2,337,747 2,728,375 390,628 

ALTERNATIVE LIVING SVCS INC 1,711,260 1,992,600 281,340 

AMER PWR CONVERSION 1,998,372 3,261,000 1,262,628 

AMRESCO 2,764,240 3,384,325 620,085 

ARIZ BEST CORP 1,985,974 1,693,125 (292,849) 

AUTODESK INC 2,783,870 3,043,650 259,780 

AVANT CORP 1,958,627 1,977,525 18,898 

AWARE INC 3,774,111 3,695,794 (78,317) 

BAKER] INC 1,981,543 1,941,344 (40,199) 

BARR LABS INC 2,149,953 2,373,075 223,122 

BORDERS GROUP INC 951,038 3,503,900 2,552,862 

BUFFETS INC 1,545,839 1,648,756 102,918 

CAP AUTOMOTIVE REIT 2,536,500 2,399,106 (137,394) 

CAP CORP 2,106,000 2,367,565 261,565 

CENT GARDEN & PET 2,251,439 2,561,588 310,149 

CHS ELECTR INC 3,126,023 2,834,975 (291,048) 

COACH USA INC 1,798,464 3,093,375 1,294,911 

COLTV STIF (CASH) 10,370,906 10,370,906 

COMSTOCK RES INC 1,676,192 1,103,725 (572,467) 

50 
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CORNELL CORRECTIONS INC $ 680,436 $ 1,150,800 $ 470,364 

COULTER PHARMACEUTICAL INC 2,161,580 3,609,127 1,447,547 

CYTYC CORP 1,300,005 1,440,394 140,389 

DVI INC COM STK 2,764,559 3,735,750 971,191 

EKCO GROUP INC 2,205,550 2,122,313 (83,238) 

EVEREST REINS HLDGS INC 1,621,499 3,078,844 1,457,345 

FIRSTCITY FINL CORP 2,253,975 2,125,700 (128,275) 

GALEY & LORD INC 1,309,354 1,158,763 (150,591) 

GEN CABLE CORP 3,342,675 4,582,463 1,239,788 

GENZYME CORP 3,839,014 4,125,788 286,773 

GLOBAL INDS LTD 1,132,250 1,091,813 (40,438) 

GOLDEN ST BANCORP INC 3,838,239 3,513,475 (324,764) 

GOLDEN ST BAN CORP INC 701,289 627,406 (73,883) 

GULFSTREAM AEROSPACE CORP 2,750,167 5,040,600 2,290,433 

HA LO INDS INC 2,013,340 1,957,763 (55,578) -HAWK CORP CLA 2,109,765 1,877,063 (232,703) ~ HELLER FINL INC CL A 3,274,180 3,309,000 34,821 
fTl 

HESKACORP 1,571,187 1,630,613 59,425 (I) 
INDEPENDENCE CMNTY BK CORP 3,970,095 3,894,700 (75,395) 

""'" INPRISE CORP 2,372,628 1,894,638 (477,990) ~ 
INTEGRATED ELECTRICAL SVCS 1,930,272 2,594,113 663,841 fTl 

Z 
INTRA WEST CORP 1,919,887 2,209,075 289,188 

U1 IRI INTL CORP 1,110,323 941,700 (168,623) 

IDA SOFTWARE GROUP 1,719,356 2,327,500 608,144 

ruST FOR FEET INC 1,396,828 1,918,050 521,222 

LANDRYS SEAFOOD RESTRANT 993,467 810,611 (182,856) 

LIFECELL CORP 2,128,988 2,668,050 539,063 

LOMAK PETE INC 1,308,401 1,212,838 (95,564) 

MARINE DRILLING COS INC 3,852,672 2,780,800 (1,071,872) 

MAY & SPEH INC 1,377,433 2,098,800 721,367 

MEDAPHIS CORP 1,000,321 600,600 (399,721) 

METRO GOLDWYN MAYER INC 1,965,880 2,156,000 190,120 

MIAMI COMPUTER SUP CORP 1,897,600 1,912,425 14,825 

MICHAELS STORES INC 2,374,596 3,630,415 1,255,819 

MICRELINC 2,050,006 1,829,750 (220,256) 

NATIONAL-OILWELL INC 1,784,539 1,375,481 (409,058) 

NAUTICA ENTERPRISES INC 3,793,804 3,751,069 (42,736) 

NOBLE DRILLING CORP 1,598,108 2,360,531 762,423 

NOVEL DENIM HLDG LTD 2,982,944 3,486,600 503,656 

OMNIQUIP INTL INC 2,058,577 2,242,200 183,623 

ORTHODONTIC CTR AMER 4,192,822 5,016,625 823,804 

PARI(ER DRILLING CO 894,464 620,088 (274,377) 

PENTACON INC 1,020,000 1,211,250 191,250 

PENTAIRINC 5,640,130 6,277,250 637,120 

PETS MART INC 1,280,715 1,288,000 7,285 
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UNREALIZED 
COST MARKET VALUE GAIN/LOSS 

FIXED INCOME 

ALLIANCE FIXED INCOME 
FOREIGN ASSETS HELD AT TNT-LDN $ 245,619,360 $ 254,118,374 $ 8,499,013 

TOTAL $ 245,619,360 $ 254,118,374 $ 8,499,013 

JP MORGAN INTERNATIONAL $ 20,207,727 $ 20,573,543 $ 365,816 

JP MORGAN MORTGAGES $ 228,167,560 $ 260,905,926 $ 32,738,366 

JP MORGAN PRIVATE PLACEMENTS $ 98,362,216 $ 129,166,151 $ 30,803,935 

LOOMIS SAYLES -COLTV STIF (CASH) $ 50,010,772 $ 50,010,772 Z 
< 

TOTAL $ 50,010,772 $ 50,010,772 ITI 

~ 
STANDISH AYER & WOOD ~ 

COLTV STIF (CASH) $ 100,651,518 $ 100,651,518 ITI 
Z 

TOTAL $ 100,651,518 $ 100,651,518 cri 
STATE STREET FIXED CORE $1,139,578,435 $ 1,300,404,658 $ 160,826,223 

TOTAL FIXED INCOME $1,882,597,589 $ 2,115,830,942 $ 233,233,353 

INTERNATIONAL EQUITY 

BANKERS TRUST EAFE INDEX 
BANKERS TR INTL INDEX FD $ 79,984,304 $ 144,510,449 $ 64,526,145 

MARTIN CURRIE 
TOTAL ASSETS HELD $ 198,508,645 $ 221,762,919 $ 23,254,274 

ROWE PRICE FLEMING 
TOTAL ASSETS HELD $ 108,603,997 $ 141,057,927 $ 32,453,930 

WALTER SCOTT AND PARTNERS 
TOTAL ASSETS HELD $ 116,711,773 $ 135,460,819 $ 18,749,047 
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June 30, 1998 

(continued) 

UNREALIZED 
COST MARKET VALUE GAIN/LOSS 

OTHER INVESTMENTS 

FINANCE AUTHORITY OF MAINE 
HARDWOOD MGMT 
ACORN CO. MORTGAGE 
SPENCER PRESS 

TOTAL 

GROUP LIFE RESERVE 
JP MORGAN GROUP LIFE 
FFCB CONS SYSTEMWIDE 
US TREAS 5.0 NT 
US TREAS 5.50 NT 
US TREAS 6.25 NT 
US TREAS SER AB-1999 5.875 NT 

TOTAL 

$ 1,070,713 
895,372 

4,181,816 

$ 6,147,902 

$ 9,590,521 
2,193,546 
4,971,094 
2,515,820 

10,496,166 

$ 29,720,148 

$ 

$ 

$ 

$ 

1,070,713 
895,372 

4,181,816 

6,147,902 

9,592,000 
2,213,939 
5,001,300 
2,516,200 

10,424,666 

29,748,105 

$ 1,479 
20,393 
30,206 

380 
(24,500) 

$ 27,958 
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Overview 

SECTION I 
BOARD SUMMARY 

This repOli presents the results of our June 30, 1998, actuarial valuation ofthe retirement plans for state employees 
and teachers administered by the Maine State Retirement System (MSRS). These results provide a "snapshot" 
view of the System's financial condition on June 30, 1998 including the effect of the recent changes in benefits, 
and financing methods and assumptions. 

Legislative changes effective July 1, 1998, created benefit changes in the System. In addition, actuarial 
assumptions were changed by the System's Board of Trustees on recOlmnendation by the actuary, based on the 
Experience Study performed earlier this year. Finally, the amOliization period for unfunded liabilities was 
shortened by legislative action. A sUlmnmy of these changes are outlined below. 

Benefit Change 

Creation of 1998 Special Plan for employees in the following capacities: Maine State Police Officers, certain 
Maine State Prison employees, Airplane Pilots, Forest Rangers, Inland Fisheries and Wildlife Officers, 
Marine Resources Officers, and Liquor Inspectors hired on or after September 1, 1984; and Defense, Veterans 
and Emergency Management Firefighters employed at Bangor International Airport on June 30, 1998. 
Retirement eligibility requirements and benefit computations are described in Appendix B. 

Financing Changes 

Shorten amortization period from 30 to 25 years from June 30, 1998 
Repool special plans to reflect the 1998 Special Plan's creation. 

Actuarial Assumption Changes 

Reduce inflation/general salary increase growth from 6.0% to 5.5% 
Replace active member mortality table with Table UP94 
Adjust celiain withdrawal, retirement and disability decrements. 

One of the principal purposes of the annual actuarial valuation is to detennine the amount that the State, as the 
employer, must contribute to the plan, given its funded status and its actuarial assumptions. For the MSRS State 
employee and teacher plans, the State's employer contribution is expressed as a percent of payroll (contribution 
rate), an approach largely dictated by the way in which the State establishes and manages its budget. 

This year's valuation produces a combined employer contribution rate for the State employee and teacher plans 
of 17.35%, which is slightly higher than the 17.23% produced in last year's valuation. The combination of benefit, 
financing and assumption changes results in an increased employer contribution rate; the amount ofthe increase 
was offset by investment returns at greater than the actuarially assumed rate of8%, resulting in the 0.12% increase. 

On June 30, 1998, the total actuarial liability for the System's state employee and teacher plans stood at $6.6 
billion, up from $6.1 billion at the end of the previous year. Similarly, the total actuarial value of assets increased 
from $3.5 billion on June 30, 1997, to $4.2 billion on June 30, 1998. Finally, the unfunded actuarial liability 
decreased from $2.6 billion on June 30, 1997 to $2.4 billion on June 30, 1998. 

Two additional items of note for this valuation are as follows. First, the liabilities in this report do not anticipate 
any potential liabilities attributable to Parker v. Wakelin and related litigation. Should the need to include such 
additional liabilities arise, a complete restatement of this June 30, 1998, valuation report will be issued. l 

Second, this is the second year in which we measure experience gains/losses for purposes of the 1995 
Constitutional amendment. In 1998, the plans experienced a net gain of $385 million. Therefore, the 
Constitutional requirement regarding the amortization of experience losses and the Board of Trustees' policy 
regarding the treatment of experience gains were not called into play in this year's valuation. 

The balance ofthis section summarizes recent trends in the System's finances, analyzes the actuarial experience 
in the System during the past year, and concludes with summary tables useful for reference purposes. 
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I For a concise statement oflhe nature of this litigation and the related potential liabilities, see the Maine State Retirement System financial 57 
statements for FY 1996 and FY 1997 and notes thereto. As of June 30,1998 the stahlS of this litigation was unresolved. 
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System Trends 
Retirement System Contribution Rates* 
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The State contribution rate, while increasing slightly 
in the past year, has been relatively stable over the 
past few years. 

'Rates do not include retiree health insurance (separately estab­
lished by the State) or costs of System operations. Rates shown 
are composite rates for the State Regular employees, Teachers, 
and the State special plan groups: State Police, Inland Fisheries 
and Wildlife Officers, Marine Resources Officers, Prison Em­
ployees, Liquor Inspectors and Forest Rangers. 
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The System's assets earned about 17.7% from 1997 to 1998 whenmeasnred on Market Values. For funding purposes we use a smoothed 
value of assets known as the Actuarial Value. On this basis, the assets returned 16.0% over the year. 

" System total assets include those attributable to the state employee, teacher, judicial, legislative and participating local district 
(Consolidated and non-consolidated/withdrawn) plans. 



$4.00 

$3.00 -

$2.00 -

$1.00 -

$0.00 

State Employee and Teacher Plans 
Unfunded Liabilities 

(in billions) 

2.8 2.8 2.9 
,--

,-- ,---- 2.6 2.5 
- -

1.5 
f--- 1.3 1.3 

~ -

0.8 
~ 

0.5 

l 
1994 1995 1996 1997 1998 

o Unfunded Actuarial o Unfunded Accrued 

Unfunded actuarial liabilities have steadily decreased 
over the past few years. 

The net cash flow of the System, 
excluding investments, has maintained 
a positive balance over the past few years. 
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Both the achwria1 and the accrued funding ratios have 
increased steadily over the past few years. 
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SYSTEM EXPERIENCE 
July 1, 1997 - June 30,1998 

The key indicator of overall experience ofthe System is the stability of the composite (i.e., State employer regular 
and special plans and teacher plan) State contribution rate. The rate is set so that it will be stable from year to 
year if experience is exactly as expected. An increase in the rate indicates unfavorable experience and a decrease, 
favorable experience, during the year covered by the valuation. The net experience ofthe System during the year 
ending June 30, 1998, was better than expected but when coupled with the benefit, financing and assumption 
changes, resulted in a slight increase in the contribution rate of 0.12%. 

The balance of this part examines the System's experience in more detail. 

ASSETS 

As of June 30, 1998, the market value of System assets was $6.14 billion, an increase of $0.97 billion from the 
1997 figure of $5.17 billion. 

When measured on a method that smooths market fluctuations, the actumial value of System assets increased by $0.79 
billion, to $5.39 billion in 1998 from $4.60 billion in 1997. The components of this change, in millions, are: 

Actuarial Market 

+ $369 employer and member contributions + $ 369 

321 payment of benefits and expenses, 321 

+ 370 investment return per 8.0% assumption, + 415 

actuarial investment gain (actuarial rate 
+ 372 ofreturn@ 16.0%) 

market investment gain (market rate of 
return@17.7%) + 505 

$790 total increase in assets $ 968 

The investment gain for the State employee and teacher plans only, excluding participating local districts, was 
$286.5 million on an actuarial value basis. 

Section II of this report presents more detailed information on System assets. 

LIABILITIES 

Throughout this report we discuss two types ofliabilities: 

Actuarial Liabilities 
Accrued Benefit Liabilities 



ACTUARIAL LIABILITY 

In general, actuarial liabilities are calculated for purposes of determining future contributions, and are directly 
dependent upon the particular funding method used by the actuary. Use of different funding methods would 
provide entirely different results, when nothing else has changed (e.g., inflation, salaries, etc.). The calculation 
of unfunded actuarial liabilities includes assumed future increases in pay and service credits. 
As of June 30, 1998, the State's unfunded actuarial liability was $2.45 billion. This compares to June 30, 1997, 
unfunded actuarial liability of $2.61 billion, a decrease of $15 8 million. This compares with an expected increase 
of $91 million. The components of this decrease, in millions, are as follows: 

Unfunded Actuarial Liability, June 3 0, 1997 $ 2,612 

• increase expected 91 

• decrease due to asset gain (investment rehlrn) (287) 

• effect of assumption changes 136 

• other (gains)/losses (see below) (98) 

Unfunded Achwrial Liability, June 30,1998 $ 2,454 

The unexpected decrease in unfunded actuarial liabilities from "other (gains )/losses" of $98 million is attributable 
to the differences between assumed and actual rates of pay increases and of members retiring, terminating 
employment, or dying. 

ACCRUED BENEFIT LIABILITY 

The second type of liability is the accrued benefit liability. This represents the liabilities for all future benefits, 
based on members' earnings and service credits as of the valuation date June 30, 1998. The difference between 
this figure and the market value of System assets represents the unfunded accrued benefit liability. As of June 30, 
1998, the unfunded accrued benefit liability was $0.46 billion, down from $0.83 billion on June 30, 1997. 

CONTRIBUTIONS 

In Section IV of this report, we present detailed information on the development of State employer contribution 
rates, calculated as of June 30, 1998. In addition, Section N discusses the application of the State contribution 
rate for State budget purposes. 

Contributions to the System consist of: 

A 'normal contribution' for the portion of projected liabilities attributable to service of members during 
the year following the valuation date, and 

An 'unfunded aChwrialliability contribution' for the excess of achwrialliabilities over assets on hand. 
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CONTRIBUTIONS (continued) 

The composite contribution rate for all State employees and teachers increased from 17 .23 % of payroll as ofJune 30, 
1997, to 17.35% of payroll as ofJune 30,1998. The primary components ofthis change are shown below. 

Contribution Rate as of June 30, 1997 

Investment Gain (Due to Higher than Expected 
Investment Retums) 

Changes in assumptions 

Net effect of Other Losses and Gains 

Effect of Aggregate Payroll Growth at less than 
the 6.0% Assumption 

Contribution Rate as of June 30, 1998 

17.23% 

(l.06) 

1.37 

(0.36) 

17.35% 

The effect of aggregate payroll growth at less than the ach13rial assumption was discussed in detail in the 1995 
valuation report. Simply put, the dollar amount of the unfunded aCh13rialliability payment increased according 
to the amortization schedule for its ultimate paydown, while the aggregate payroll (which is divided into this 
contribution in order to create a rate) did not grow as much as anticipated. As a result, this factor acts to increase 
the contribution rate (but not necessarily resulting in an increase in the dollar amount of the contribution). As 
shown above, the combination of this factor with other factors that acted to increase or decrease the rate resulted 
in total in an increase in the contribution rate of 0.12%. 



1998 
SUMMARY OF PRINCIPAL RESULTS 

TOTAL (State and Teacher)* 

1. Participant Data June 30, 1998 June 30, 1997 

Number of: 
Active Members 39,681 39,297 
Retired Members and Beneficiaries 19,055 18,794 
Survivors and Disabled Members 2,398 2,277 
Vested Deferred Members 1,186 1,438 
Total Membership 62,320 61,806 

Armua1 Salaries of Active Members $ 1,152,172,667 $ 1,109,300,071 

Annual Retirement Allowances for 
Retired Members and Beneficiaries $ 256,882,183 $ 243,512,089 » 
(includes survivors and n 
disabled employees) -I 

C 
» 

2. Assets and Liabilities ;0 -
Actuarial Liability $ 6,612,948,281 $ 6,142,779,464 » r 
Actuarial Value of Assets 4,158,926,645 3,530,721,113 < Unfunded Actuarial Liability $ 2,454,021,636 $ 2,612,058,351 » 
AccmedLiability $ 5,189,989,996 $ 4,797,737,657 r 

C 
Market Value of Assets 4,732,073,875 3,964,028,611 » 
Unfunded Accmed Liability $ 457,916,121 $ 833,709,046 -I -
Accmed Benefit Funding Ratio 91.18% 82.62% 0 

Z .. 
3. Contribution Results as a Percent of Payroll 

(I) 
-I 

(composite rate for all State Employees and » 
Teachers)" -I 

JTI 
Normal Cost 6.10% 7.22% ~ 
Unfunded Actuarial Liability 11.25 10.01 JTI » 
Total 17.35% 17.23% n :c 

JTI 
;0 

* Excludes participating local districts 

* * Does not include the cost of retiree health insurance, which is separately established by the State, or the cost of System 

operations. 63 
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SUMMARY OF PRINCIPAL RESULTS 
TEACHERS* 

1. ParticipantData 

Number of: 

Active Members 
Retired Members and Beneficiaries 
Survivors and Disabled Members 
Vested DefelTed Members 
Total Membership 

Annual Salaries of Active Members 

Annual Retirement Allowances for 
Retired Members and Beneficiaries 
(includes survivors and disabled employees) 

2. Assets and Liabilities 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 

Accrued Liability 
Market Value of Assets 
Unfunded Accrued Liability 

Accrued Benefit Funding Ratio 

3. Contribution Results as a Percent of Payroll * * 

Normal Cost 
Unfunded Actuarial Liability 

Total 

* Includes both MTRA and Old System teachers. 

$ 

$ 

$ 

$ 

$ 

$ 

June 30, 1998 

25,876 
9,585 

864 
685 

37,010 

739,432,766 

137,618,253 

4,208,845,895 
2,429,005,004 
1,779,840,891 

3,171,165,276 
2,763,749,424 

407,415,852 

87.15% 

6.00% 
12.72 

18.72% 

$ 

$ 

$ 

$ 

$ 

$ 

June 30,1997 

25,545 
9,383 

806 
880 

36,614 

713,084,127 

129,462,550 

3,903,840,151 
2,034,445,808 
1,869,394,343 

2,931,565,280 
2,284,123,025 

647,442,255 

77.91% 

7.25% 
11.14 

18.39% 

* * Does not include the cost of retiree health insurance, which is separately established by the State, or the cost 0/ System 
operations. 



SUMMARY OF PRINCIPAL RESULTS 
TOTAL STATE 

1. ParticipantData June 30,1998 

Number of: 

Active Members l3,805 
Retired Members and Beneficiaries 9,470 
Survivors and Disabled Members 1,534 
Vested Deferred Members 501 
Total Membership 25,310 

Arumal Salaries of Active Members $ 412,739,901 

Annual Retirement Allowances for 
Retired Members and Beneficiaries $ 119,263,930 
(includes survivors and disabled employees) 

2. Assets and Liabilities 

Actuarial Liability $ 2,404,102,386 
Actuarial Value of Assets 1,729,921,641 
Unfunded Actuarial Liability $ 674,180,745 

Accrued Liability $ 2,018,824,720 
Market Value of Assets 1,968,324,451 
Unfunded Accrued Liability $ 50,500,269 

Accrued Benefit Funding Ratio 97.50% 

3. Contribution Results as a Percent ofPayroll* 

Normal Cost 6.27% 
Unfunded Actuarial Liability 8.~ 

Total 14.90% 

June 30,1997 

l3,752 
9,411 
1,471 

558 
25,192 

$ 396,215,944 

$ 114,049,539 

$ 2,238,939,3l3 
1,496,275,305 

$ 742,664,008 

$ 1,866,172,377 
1,679,905,586 

$ 186,266,791 

90.02% 

7.17% 
7.:J..L 

15.13% 

* Does not include the cost of retiree health insurance. which is separately established by the State. or the cost of System 

operations. 
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SUMMARY OF PRINCIPAL RESULTS 
STATE REGULAR 

1. Participant Data June 30, 1998 

Number of: 

Active Members* 12,857 
Retired Members and Beneficiaries 8,646 
Survivors and Disabled Members 1,526 
Vested Deferred Members 501 
Total Membership 23,530 

Annual Salaries of Active Members $ 379,492,795 

Annual Retirement Allowances for 
Retired Members and Beneficiaries $ 104,476,166 
(includes survivors and disabled employees) 

2. Assets and Liabilities 

Actuarial Liability $ 2,108,012,840 
Actuarial Value of Assets 1,514,558,021 
Unfunded Actuarial Liability $ 593,454,819 

Accrued Liability $ 1,746,968,824 
Market Value of Assets 1,723,281,283 
Unfunded Accrued Liability $ 23,687,541 

Accrued Benefit Funding Ratio 98.64% 

3. Contribution Results as a Percent of Payroll 
(State Portion only) * * 

Normal Cost 6.00% 
Unfunded Actuarial Liability 8.26 

Total 14.26% 

June 30,1997 

12,995 
8,610 
1,463 

558 
23,626 

$ 370,978,045 

$ 99,885,900 

$ 1,974,119,866 
1,319,297,396 

$ 654,822,470 

$ 1,613,652,550 
1,481,208,076 

$ 132,444,474 

9l.79% 

6.65% 
7.50 

14.15% 

* The 1998 number ref7ects re-pooling of 179 special plan members who were transferred hy law to the 1998 Special Plan 
and had previously heen included with the State Regulars. 

*" Does not include the cost of retiree healtll insurance, which is separately established by the State, or the cost of System 
operations. 



SUMMARY OF PRINCIPAL RESULTS 
COMPOSITE SPECIALS 

1. Participant Data June 30, 1998 

Number of: 

Active Members* 948 
Retired Members and Beneficiaries 824 
Survivors and Disabled Members 8 
Vested Deferred Members 
Total Membership 1,780 

Annual Salaries of Active Members $ 33,247,106 

Annual Retirement Allowances for 
Retired Members and Beneficiaries $ 14,787,764 
(includes survivors and disabled employees) 

2. Assets and Liabilities 

Actuarial Liability $ 296,089,546 
Actuarial Value of Assets 215,363,620 
Unfunded Actuarial Liability $ 80,725,926 

Accrued Liability $ 271,855,896 
Market Value of Assets 245,043,168 
Unfunded Accrued Liability $ 26,812,728 

Accrued Benefit Funding Ratio 90.14% 

3. Contribution Results as a Percent ofPayroll* * 

Normal Cost 9.32% 
Unfunded Actuarial Liability 12~ 

Total 22.15% 

June 30, 1997 

757 
801 

8 
0 

1,566 

$ 25,237,899 

$ 14,163,639 

$ 264,819,447 
176,977 ,909 

$ 87,841,538 

$ 252,519,827 
198,697,510 

$ 53,822,317 

78.69% 

14.88% 
14~ 

29.67% 

* The 1998 number reflects re-pooling oll79 special plan members who were translerred by law to the 1998 Special Plan 
and had previously been included with the State Regulars. 

* * Does not include the cost ol retiree health insurance, which is separately established hy the State, or the cost ol System 
operations. 

1998 

» 
() 
-I 
C » 
;0 -» r 
< » 
r 
C » 
-I -0 
Z 
(I) 
-I » 
-I 

~ 
lT1 » 
() 
:I 
lT1 
;0 

67 



1998 

0::: 
W 
:r: 
u « w 
t:: w ... 
« ... 
00 

z o -
~ 
:> 
..J 

~ 
..J « -0::: 
« 
:> ... u 
« 

68 

SECTION II 
ASSETS 

In this section we present the value assigned to assets held by the System. These assets are valued on two different 
bases: the market value and the achJarial value. 

Market Value of Assets 

F or accounting statement purposes, System assets are valued at current market values. Briefly stated, these values 
represent the "snapshot" or "cash-out" value of System assets as ofthe valuation date. Table II -1 shows the market 
value of System assets as of June 30, 1998, by investment categOlY. 

Actuarial Value of Assets 

The market value of assets, representing a "liquidation" value of the funds, is not a good measure ofthe System's 
ongoing ability to meet its obligations. Ongoing funding requirements established using market values are subject 
to significant variability because of the volatility of market values. 

As a consequence, achlarial valuations employ a technique for detennining the achJarial value of assets which 
dampens the swings in market value. The specific technique adopted recognizes one-third of the investment rerum 
in excess of the 8.00% actuarial assumption each year. The following is a step-by-step description: 

Step 1: Determine the total yield on the investments ofthe System using the full investment rerum (including 
capital gains) measured by the difference in the achJarial value of the assets at the begimling ofthe fiscal year 
just ended (adjusted for cash flow) and the market value of assets at the end ofthe fiscal year. The calculation 
of this rerum is: 

(a) Increase in assets = Market value of assets at the end ofthe year minus acruarial value of assets at the end 
of the prior year adjusted for net cash flow for the current year (contributions minus benefit payments) 
[=$1,484,875,427]. 

(b) Adjusted achJarial value of assets = Acruarial value of assets at the end of the prior year plus one-half of 
net cash flow for the current year [=$4,626,972,449] . 

(c) Return = (a) Increase in assets divided by (b) Adjusted achJarial value of assets [=32.09%]. 

Step 2: Calculate the excess ofthe achJal return determined in Step lover the expected rerum for the same year 
according to the acruarial assumption (8.00%). [32.09% - 8.00% = 24.09%] 

Step 3: Calculate an adjusted rate equal to the rate expected by the actuarial assumption (8.00%) plus one-third 
of the rate detennined instep 2. [8.00% + (1/3 * 24.09%) = 16.03%) 

Step 4: The achlarial value of assets equals the amount that would have existed ifthe acrual return on last year's 
actuarial value of assets had been the theoretical rate detennined in Step 3 applied to last year's actuarial value 
of assets. 

Allocation by Group 

Since retirement benefit costs are calculated separately for State Employees, Teachers and other Special Groups, 
total assets (market and actuarial values) must be allocated to each of these groups. We have made this allocation 
as of June 30, 1998, in proportion to System reserves (provided at market value). The total for each group has been 
further allocated between the Member Contribution Fund and the Retirement Allowance Fund. The resulting 
allocations are shown in Tables 11-2 and 11-3. 



TABLE 11-1 
INVESTMENT CATEGORIES AT MARKET VALUE 

Asset Category June 30, 1998 

Bonds& 
Cash Equivalents $ 2,347,900,290 

Stocks 3,785,633,467 
Land & Buildings 2,313,031 

TOTAL $ 6,135,846,788 

TABLE 11··2 
ALLOCATION OF MARKET VALUE OF ASSETS 

Allocation to: 
Member Retirement 

Contribution Fund Allowance Fund Total 

State Employees $ 432,342,662 $ 1,535,981,789 $ 1,968,324,451 
MTRA Teachers 683,152,850 2,080,596,574 2,763,749,424 
Judges 3,684,297 27,014,452 30,698,749 
Legislators 710,905 4,370,581 5,081,486 

Subtotal State $ 1,119,890,714 $ 3,647,963,396 $ 4,767,854,110 

Paliicipating Districts 149,940,383 1,218,052,295 1,367,992,678 
TOTAL $ 1,269,831,097 $ 4,866,015,691 $ 6,135,846,788 

TABLE 11-3 
ALLOCATION OF ACTUARIAL VALUE OF ASSETS 

Allocation to: 
Member Retirement 

Contribution Fund Allowance Fund Total 

State Employees $ 432,342,662 $ 1,297,578,979 $ 1,729,921,641 
MTRA Teachers 683,152,850 1,745,852,154 2,429,005,004 
Judges 3,684,297 23,296,230 26,980,527 
Legislators 710,905 3,755,113 4,466,018 

Subtotal State $ 1,119,890,714 $ 3,070,482,476 $ 4,190,373,190 

Participating Districts 149,940,383 1,052,361,472 1,202,301,855 
TOTAL $ 1,269,831,097 $ 4,122,843,948 $ 5,392,675,045 
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Actuarial Lia bilities 

SECTION III 
LIABILITIES 

A fundamental principle in financing the liabilities of a retirement program is that the cost of its benefits should be 
related to the period in which the benefits are earned, rather than to the period of bene fit distribution. There are several 
methods currently used in making such a detelmination. 

The method used for this valuation is refened to as the "EntlY Age N onnal achJarial cost method." Under this method, 
a level-percent-of-pay employer costis determined which, along with member contributions, will pay for projected 
benefits at retirement for a new entrant into the plan. It is assumed applicable to all active plan members. The level 
percent developed is called the nonnal cost rate and the product of that rate and payroll is the normal cost. The Entry 
Age Normal method is described in greater detail in Section IV. 

The acmarialliability is that portion ofthe present value ofprojected benefits that will not be paid by future employer 
normal costs or member contributions. The difference between this liability and funds accumulated as of the same 
date is referred to as the unfunded acmarialliability. If the employer's contributions exceed the employer's normal 
cost for the year, after allowing for interest earned on the previous balance ofthe unfunded achlarialliability, this 
liability will be reduced. Benefit improvements, achlarial gains and losses, and changes in acmarial procedures will 
also have an effect on the total acmarialliability and on the portion of it that is unfunded. The methodology for 
developing the unfunded actuarial liability rate is described in greater detail in Section IV. 

After the amount of the unfunded achlarialliability has been detelmined, a schedule of contributions is established 
to amortize that amount over a given period. Effective with the 1987 valuation, a 30 year amortization period was 
adopted by the Trustees. This period was legislatively extended to 3 5 years effective with the June 30,1993 valuation. 
By a Constitutional amendment adopted at referendum in 1995, the amortization period camlot exceed 31 years from 
July 1, 1997. In 1998, the Legislahlre established a 25-year amOliization period cOlmnencing June 30, 1998, shortening 
the Constitutionally-pelmitted period by five years. Payments to fund the achJarialliability are calculated as a level 
percentage of payroll. 

In Table III-1 we have summarized the acmarialliabilities as of June 30, 1998, and the amounts that were unfunded . 

Accounting Statement Information 

Statement No. 35 of the Financial Accounting Standards Board requires the System to disclose certain infonnation 
regarding its funded staros. 

As directed by the above referenced accounting statements, the liabilities shown in Table 111-2, Accrued Benefit 
Liabilities, do not include any projections for furore creditable service and pay increases. 

The GASB released a new pronouncement which replaced the disclosures fonnerly required by Statement #5. The 
figures shown in Table III -1 are suitable for the new Statement #25 disclosures. 

Both present values of accrued benefits are determined assuming that the plan is ongoing and participants continue 
to terminate employment, retire, etc. in accordance with the achlarial assumptions. 



1998 
TABLE 111-1 

ACTUARIAL LIABILITIES 

State All State 
Employees Teachers* Employees 

1. Active employees 
(a) Cunent accmed benefits $ 751,394,980 $ 1,654,990,904 $ 2,406,385,884 
(b) Future benefit accruals 807,292,067 1,871,476,105 2,678,768,172 
(c) Total active projected benefits $ 1,558,687,047 $ 3,526,467,009 $ 5,085,154,056 

2. Inactive Employees $ 1,267,429,740 $ 1,516,174,372 $ 2,783,604,112 

3. Total Present Value of 
Projected Benefits (1 + 2) $ 2,826,116,787 $ 5,042,641,381 $ 7,868,758,168 

4. Future Contributions $ 422,014,401 $ 833,795,486 $ 1,255,809,887 

5. Actuarial Liability (3 - 4) $ 2,404,102,386 $ 4,208,845,895 $ 6,612,948,281 » 
() 

6. Invested Assets -I 
(Actuarial Value) $ 1,729,921,641 $ 2,429,005,004 $ 4,158,926,645 C » 

7. Unfunded Actuarial ::0 -Liability (5 - 6) $ 674,180,745 $ 1,779,840,891 $ 2,454,021,636 » r 
8. Actuarial Benefit Funding Ratio < (6/5) 72.0% 57.7% 62.9% » r 

C » 
-I -0 

TABLE 111-2 Z 
ACCRUED BENEFIT LIABILITIES 

.. 
Ul 
-I 

State All State » 
Employees Teachers * Employees -I 

JTI -1. Present Value of Accrued Benefits -I 
(a) Employees terminated with JTI 

vested rights $ 19,391,102 $ 31,252,276 $ 50,643,378 » 
(b) Retired emp loyees 1,248,038,638 1,484,922,096 2,732,960,734 () 
(c) Active employees 751,394,980 1,654,990,904 2,406,385,884 :I 
(d) Total $ 2,018,824,720 $ 3,171,165,276 $ 5,189,989,996 JTI 

::0 
2. Invested Assets (Market Value) $ 1,968,324,451 $ 2,763,749,424 $ 4,732,073,875 

3. Unfunded Present Value 
of Accmed Benefits (1-2) $ 50,500,269 $ 407,415,852 $ 457,916,121 

4. Accrued Benefit Funding 
Ratio (211) 97.5% 87.2% 91.2% 

* Includes both NfTRA and Old System Teachers 
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General Comments 

SECTION IV 
CONTRIBUTIONS 

Under established procedures, in a year in which the State is preparing and, evenhlally, adopting its budget for an 
upcoming biennium, employer contribution rates based on the annual actuarial valuation for the fiscal year that 
precedes the fiscal year in which a biennium begins are used to establish the required employer contributions and 
hence the appropriations for those contributions to be made in the biennial budget. Contributions, contribution 
rates and appropriations are thus established for both years of the biemlium. 

The actuarial valuation for a fiscal year that precedes the second year of a biennium does not affect the contributions, 
contribution rates or appropriations as previously set in the budget, but is important for assessing the funding 
requirements and funding progress of the State employee and teacher planes). 

Member contribution rates are set by stahlte. 

Employer Contribution Rate 

As used in this valuation, and because ofthe way in which the State establishes and manages its budget, "employer 
contribution rate" means the percentage that is applied to a particular active member payroll to result in the required 
contribution amount in dollars for the group represented by the payroll. 

Description of Rate Components 

The Entry Age Normal method was used to develop the employer contribution rates. Under this funding method, 
as with most other actuarial funding methods, a total contribution rate is determined which consists oftwo elements: 
the normal cost rate and the unfunded aChlarialliability rate. These elements are described in more detail below. 

Normal Cost Rate 

For State Employees, Teachers (MTRA) and each Special Group, an individual entry age normal cost rate 
was determined for a typical new entrant of each respective group. This rate was determined by taking the 
value, as of age at entry into the plan, of the member's projected future benefits, reducing it by the value 
of fuhlre member contributions, and dividing it by the value, also as of the member's entry age, of the 
member's expected future salary. The normal cost rate, so determined separately for each group, was 
assumed applicable to all active members ofthe group. 

Unfunded Actuarial Liability Rate 

The unfunded actuarial liability under the Entry Age Normal method equals the present value, at time of 
valuation, of fuhlre benefits less the present value of future normal costs, future member contributions and 
current assets. The unfunded actuarial liability rate (or amortization rate) is the level percent of active 
member payroll that, when applied to each year's payroll, is sufficient to amortize the unfunded actuarial 
liability over 25 years from June 30,1998. 

Total Contribution Rate Summary 

In Table IV-1 we present total contribution rates, determined as of June 30, 1998. These were developed using 
actuarial assumptions and methods described in Appendix C. The State's budget cycle and process are such 
that this FY 1998 achlarial valuation provides the basis for the State's employer contributions for both years of 
the FY 2000-2001 biennium. 

The derivations ofthe unfunded aChlarialliability rates for each group are shown in Table IV-2. 



TABLE IV-1 
RECOMMENDED STATE CONTRIBUTION RATES*,** 

FOR FISCAL YEAR 1999/2000 

UNF TOTAL 
NORMAL AC1RL CONTRIBUTION 

COST LIAB RATE 

STATE EMPLOYEES 6.00% 8.26% 14.26% 

SPECIAL GROUPS 

State Police (Closed Plan) 17.80% 24.50% 42.30% 
Marine Resources Officers (Closed Plan) 17.80% 24.50% 42.30% 
Inland Fisheries & Wildlife Officers (Closed Plan) 17.80% 24.50% 42.30% 
Prison Employees (Closed Plan) 9.00% 12.39% 21.39% 
Liquor Inspectors (Closed Plan) 8.20% 11.29% 19.49% 
Forest Rangers (Closed Plan) 7.30% 10.05% 17.35% 
1998 SpecialPlan 6.85% 9.43% 16.28% 

MTRATEACHERS 6.00% 12.72% 18.72% 

• Does not inclnde the cost of retiree health insurance, which is separately established by the State, or the cost of System 
operations. 

* * These exact rates are not necessarily those that are in fact used in the State's budget/budget process, principally because the 
State develops its own salary projections for member groups which may be different than those used in the valuation. 
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TABLE IV-2 
June 30, 1998, Valuation 

DERIVATION OF UNFUNDED ACTUARIAL LIABILITY RATES 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9 . 

10. 

II. 

12. 

STATE SP,MRO PRISON LIQUOR FOREST 1998 ALL STATE MTRA 

REGULAR IF&IVO' EMPLOYEES INSPECTORS RANGERS SPECIAL PLAN EMPLOYEES TEACHERS 

Present Value 
of Future 
Benefits 2,50 1, I 04,050 216,352,283 37,155,146 3,879,882 21,556,470 46,068,956 2,826,116,787 5,042,641,381 

Normal Cost 
Rate 6.00% 17.80% 9.00% 8.20% 7.30% 6.85% 6,27%' 6.00% 

Present Value 
of Future 
Payroll 2,879,789,090 6,928,454 9,687,877 1,204,566 7,939,532 154,344,686 3,059,894,205 6,108,391,838 

Present Value 
of Future 
Nonnal 
Costs: (2) x (3) 172,787,345 1,233,265 871,909 n,774 579,586 10,572,611 186,143,490 366,503,510 

Present Value 
of Future 
Member 
Contributions 220,303,865 599,311 838,001 92,149 686,770 13,350,815 235,870,911 467,291,976 

Actuarial 
Liability: 
(I) - (4) - (5) 2, I 08,0 12,840 214,519,707 35,445,236 3,688,959 20,290,114 22,145,530 2,404, I 02,386 4,208,845,895 

Actuarial 
Value of 
Assets 1,729,921,641 2,429,005,004 

Unfunded 
Actuarial 
Liability (UAL): 
(6) - (7) 674,180,745 1,779,840,891 

Estimated 
Payroll 412,739,901 739,432,766 

Amortization 
Factor 18.9223 18.9223 

Unfunded 
Actuarial 
Liability Rate: 
(8)/(9)/( 10) 8.63%1 12,72% 

Allocation of 
UAL Rate to Plans 8.26% 24.50% 12,39% 11.29% 10.05% 9.43% N/A N/A 

SP=State Police; MRO = Marine Resources Officers; IF&WO = Inland Fisheries & Wildlife Officers 

The average normal cost rate is based on valuation payrolls. 

The Pooled VAL rate is allocated amongst State Regular and Special Groups on the basis of the ratio of the 6.27% aggregate normal 
cost rate as compared to the individual normal cost rates. 



APPENDIX A 
SUMMARY OF MEMBERSHIP DATA 

ACTIVE MEMBER DATA 

Average 
ClUTent Average 

Count Age Service 

Teachers 25,876 44.2 13.7 

State Regular 12,857 45.0 13.0 

Forest Rangers (Closed Plan) 47 46.4 21.6 

Inland Fisheries & Wildlife Officers (Closed Plan) 34 47.4 23.3 

Liquor Inspectors (Closed Plan) 9 50.7 24.7 

Prison Employees (Closed Plan) 92 48.6 20.7 

State Police (Closed Plan) 103 44.8 20.0 

Marine Resources Officers (Closed Plan) 16 45.6 21.4 

1998 Special Plan 647 35.4 7.3 

State Totals (Excludes Teachers) 13,805 44.6 12.9 

NON-ACTIVE MEMBER DATA 
TEACHERS 

Total 
Arumal 

Count Benefit 

Retired (Options 0-4) 8,115 $ 118,639,949 

Retired (Option 4 ConculTent Beneficiary) 1,002 $ 3,624,015 

Disabilities/ll22 11 $ 181,746 

Disabilities/3 and 3-A 320 $ 6,644,354 

Beneficiaries 683 $ 7,144,905 

Pre-Retirement Death Benefits 318 $ 1,383,284 

Terminated Vested 685 $ 4,526,160 

Average 
Valuation 

Pay 

$ 28,576 

$ 29,516 

$ 43,867 

$ 40,811 

$ 38,251 

$ 36,920 

$ 45,022 

$ 43,051 

$ 32,041 

$ 29,898 

Average 
Arumal 
Benefit 

$ 14,620 

$ 3,617 

$ 16,522 

$ 20,764 

$ 10,461 

$ 4,350 

$ 6,608 
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1998 
NON-ACTIVE MEMBER DATA 

STATE REGULAR 

Total Average 
Annual Annual 

Count Benefit Benefit 

Retired (Options 0-4) 6,360 $ 76,717,239 $ 12,062 

Retired (Option 4 Concurrent Beneficimy) 1,094 $ 3,719,602 $ 3,400 

Disabilitiesll122 22 $ 291,495 $ 13,250 

Disabi1ities/3 and 3-A 594 $ 9,037,498 $ 15,215 

Beneficiaries 1,475 $ 11,913,284 $ 8,077 

{t Pre-Retirement Death Benefits 627 $ 2,797,047 $ 4,461 

W 
:r: Terminated Vested 501 $ 3,849,811 $ 7,684 

U « w 
t w 
I-« 
I- NON-ACTIVE MEMBER DATA 
U) 

SPECIAL GROUPS .. 
Z 
0 Total Average - Annual Annual I-« Count Benefit Benefit 

:J 
Retired (Options 0-4) 615 $ 13,241,922 $ 21,532 ..J 

~ Retired (Option 4 Concurrent Beneficiary) 119 $ 466,269 $ 3,918 

..J Disabi1itiesll122 3 « $ 39,782 $ 13,261 

- Disabi1ities/3 and 3-A 4 $ 63,174 $ 15,794 {t 
« Beneficiaries 91 $ 976,617 $ 10,732 
:J 
I- Terminated Vested 0 $ 0 $ N/A 
U « 
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APPENDIX B 
SUMMARY OF PLAN PROVISIONS 

STATE EMPLOYEES AND TEACHERS 

1. Membership. 

Membership is a condition of employment for state employees and teachers, and optional for elected and 
appointed officials. Membership ceases on the earlier of withdrawal of contributions, retirement, or death. 

2. MemberContributions. 

Except as otherwise described below, members are required to contribute 7.65% of earnable compensation. 

Contribution requirements for special groups: 

State police, inland fisheries and wildlife officers, and marine resources officers employed before 9/1/84-
8.65% of earnable compensation for 20 years; 7.65% thereafter. 

Forest rangers and state prison employees employed before 9/1 /84 - 8.65 % of earnable compensation until 
eligiblefor retirement; 7.65 % thereafter. 

1998 Special Plan employees employed after 8/31/84 which include state police, state prison employees, 
airplane pilots, forest rangers, inland fisheries and wildlife officers, marine resources officers, liquor 
inspectors and defense, veterans and emergency management firefighters employed at Bangor Interna­
tionalAirport: - 8.65% of earnable compensation for 25 years; 7.65% thereafter. 

3. Average Final Compensation. 

F or purposes of determining benefits payable under the System, average final compensation is the average annual 
rate of earnable compensation for the three years of creditable service (not necessarily consecutive) which 
produce the highest such average. 

For compensation paid on or after July 1, 1993, increases in compensation of greater than 5% per year or 10% 
over the highest three years are not included in calculating average [mal compensation unless the employer pays 
the cost of including such compensation. 

Earnable compensation does not include sick and vacation pay for those members who had less than 10 years 
of service at July 1, 1993. For members for whom sick and vacation pay is includible in earnable compensation, 
these payments are included in applying the caps described in the preceding paragraph. 

4. Creditable Service. 

Creditable service includes service while a member, celiain service prior to the establishment of the System, 
purchased militaIy service credit, and service while receiving disability benefits under the System. 

5. Service Retirement Benefits. 

Except as otherwise described below: 

Eligibility for members in service having at least 10 years of creditable service on July 1, 1993 : 25 years of creditable 
service, or attainment of age 60 with either 10 years of creditable service or one year of service immediately before 
retirement. 

Eligibility for members not in service having at least 10 years of creditable service on July 1, 1993: 25 years of 
creditable service, or attainment of age 60 with 10 years of creditable service. 

Benefit: 1/50 of average final compensation multiplied by years of membership service and up to 25 years of prior 
service, reduced by approximately 2 1/4% for each year for retirement before age 60. 

Form of payment: life annuity. 
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SUMMARY OF PLAN PROVISIONS 
FOR STATE EMPLOYEES AND TEACHERS 

( continued) 

For participants who have less than 1 0 years of service at July 1, 1993 the eligibility age is increased to age 62 
and early retirement benefits are reduced 6% for each year for retirement before 62. 

If greater than the benefits produced by the standard formulas, the following benefits are available for Special 
Groups: 

State police, inland fisheries and wildlife officers, and marine resources officers employed before 9/1 184: 

Eligibility: 20 years of creditable service in named positions. 

Benefit: 'of average final compensation plus 2% for each year of service in excess of20. If greater, the 
pro-rated portion of the benefit for service before July 1, 1976 is based on annual pay instead of average 
final pay. 

Form of payment: 50% j oint and survivor annuity. 

Forest rangers employed before 9/1/84: 

Eligibility: age 50 with 25 years of creditable service as a forest ranger. 

Benefit: 1/2 of average final compensation plus 2% for each year of service earned after qualification for 
retirement. If greater, the pro-rated portion of the benefit for service before July 1,1976 is based on am1Ual 
pay instead of average fmal pay. 

Form of payment: life annuity. 

Airplane pilots employed before 9/1/84: 

Eligibility: age 55 and 25 years of creditable service as an airplane pilot. 

Benefit: greater of (1 )112 of average final compensation plus 2% for each year of service earned after 
qualification for retirement, and (2) if retiring after age 60, the benefit under the general formula. 

Fonn of payment: life annuity. 

Liquor inspectors employed before 9/1/84: 

Eligibility: age 55 and 25 years of creditable service as a liquor inspector. 

Benefit: 112 of average final compensation plus 2% for each year of service earned after qualification for 
retirement. If greater, the pro-rated portion of the benefit for service before July 1,1976 is based on arumal 
pay instead of average final pay. 

Form of payment: life annuity. 



SUMMARY OF PLAN PROVISIONS 
FOR STATE EMPLOYEES AND TEACHERS 

(continued) 

State prison employees employed before 9/1184: 

Eligibility: age 50 and 20 years of creditable service as a prison employee. 

Benefit: 0 of average final compensation plus 2% for each year of service earned after qualification for 
retirement. 

F O1'1n of payment: life annuity. 

1998 Special Plan employees employed after 8/31184 which includes state police, state prison employees, 
airplane pilots, forest rangers, inland fisheries and wildlife officers, marine resources officers, liquor inspectors 
and defense, veterans and emergency management firefighters employed at the Bangor International Airport: 

Eligibility: 1 Oyears of creditable service under the 1998 Special Plan in one or a combination ofthe covered 
capacities after June 30, 1998, and the attainment of age 55 - OR - 25 years of creditable service in one or 
a combination of the covered capacities. 

Benefit: for service prior to July 1, 1998, 1150 of average final compensation multiplied by years of service 
reduced for retirement before age 60 or 62, except state police and certain prison employee benefits are 
reduced for retirement before age 55. 

-AND-

for service starting on July 1, 1998, 1150 of average final compensation multiplied by years of service reduced 
for retirement before age 55. 

F O1'1n of payment: life annuity. 

6. Disability Retirement Benefits other than No Age Benefits 

Eligibility: disabled as defined in the MSRS stahltes, prior to normal retirement age; employed prior to 
October 16, 1992 and did not elect No Age Disability Benefits. 

Benefit: 662/3% of average [mal compensation, reduced by employment earnings over $1 0,000, and to the 
extent that the benefit, in combination with workers' compensation and Social Security, exceeds 80% of 
average final compensation. 

Form of payment: payment begins on termination of service and ceases on cessation of disability or after 
five or two years, depending on disability plan, unless the member is unable to engage in any gainful 
activity; in which case payments cease on the earlier of 10 years following normal retirement age or date 
the service retirement benefit exceeds the disability benefit. 

Conversion to service retirement: during the period of disability average final compensation is increased 
with cost-of-living adjustments and service is credited. On the date when service benefits reach a level 
of66 2/3 % of average final compensation or 10 years after the norn1al retirement date, if earlier, the disability 
benefit converts to a service retirement benefit based on service and pay at that point. 
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SUMMARY OF PLAN PROVISIONS 
FOR STATE EMPLOYEES AND TEACHERS 

( continued) 

7 . No Age Disability Retirement Benefits 

Eligibility: disabled as defined in the MSRS statutes; employed on or after October 16, 1992 or employed prior 
to October 16,1992 and elected the provisions of No Age Disability. 

Benefit: 59% of average final compensation, reduced by employment eamings over $1 0,000 and to the extent 
that the benefit, in combination with workers' compensation and Social Security, exceeds 80% of average final 
compensation. 

Form of payment: payment begins on termination of service and ceases on cessation of disability or after five 
or two years, depending on disability plan, unless the member is unable to engage in any gainful activity; in 
which case payments cease on the date the service retirement benefit exceeds the disability benefit. 

Conversion to service retirement: during the period of disability average final compensation is increased with 
cost-of-living adjustments and service is credited. On the date when service benefits reach a level of 59% of 
average final compensation the disability benefit converts to a service retirement benefit based on service and 
pay at that point. 

8. Pre-Retirement Ordinary Death Benefits 

Eligibility: death while active or disabled. 

Benefit: Option 2 (see item 12) is automatically effective with benefits payable to designated beneficiary, spouse 
or parents; however, benefici31Y may elect survivor benefits payable to a surviving spouse, children, parents, 
or other beneficiaries in monthly amounts varying by number of eligible survivors. Otherwise, accumulated 
contributions are payable . 

9 . Pre-Retirement Accidental Death Benefits 

Eligibility: death while active or disabled resulting from ajob-related injury, as defined in the MSRS statutes. 

Benefit: if the members leaves no dependent children, 2/3 of the member's average final compensation to the 
surviving spouse until death; ifthere remain surviving dependent children, an aru1Ual sum ofthe member's final 
average compensation shared between dependent children and surviving spouse (if any). Benefits are reduced 
by amounts payable under workers' compensation. 

10. Refund of Contributions 

Eligibility: tennination of service without retirement or death. 

Benefit: member's accumulated contributions with interest. 

11. Cost-of-LivingAdjustments 

All service and disability retirement and survivor benefits are adjusted each year that there is a percentage 
change in the Consumer Price Index, based on the Index. 

Cost-of-living adjustments are effective September 1 and are applied to all benefits which have been in payment 
for twelve months. The maximum annual increase or decrease is 4%. Average final compensation used in 
determining disability benefits for disabled members is similarly adjusted for purposes of detennining the 
recipient's service retirement benefit if and when the recipient moves to service retirement. 



SUMMARY OF PLAN PROVISIONS 
FOR STATE EMPLOYEES AND TEACHERS 

(continued) 

Members who did not have 10 years of service on July 1, 1993, will not receive a cost-of-living adjustment until 
they reach their normal retirement age. 

12. Methods of Payment of Service Retirement Benefits 

At retirement, a member who retires with a benefit must choose from the following methods of payment: 

Full Benefit: Unadjusted benefit is paid for the life ofthe member only. 

Option 1: Cash refund equal to the remaining employee contribution balance at the date of death (where the 
employee contribution balance has been reduced each month by the portion of the monthly benefit deemed 
to be provided by employee contributions.) 

Option 2: 100%joint and survivor annuity. 

Option 3: 50% joint and survivor annuity. 

Option 4: Any other method of benefit payment which provides a benefit that is actuarially equivalent to the 
full benefit and is approved by the Board. 
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APPENDIX C 
ACTUARIAL ASSUMPTIONS AND METHODS 

Actuarial Assumptions 

1. Rate of Investment Return 

2. Cost-of-living Increases in Benefits 

3. Rates of Salary Increase 
(% at Selected Ages) 

20 
25 
30 
35 
40 
45 
50 
55 
({) 

65 

State 
Employees 

8.0% 

4.0% 

Teachers 

8.0% 

4.0% 

State Employees & Teachers 

9.5 
8.3 
7.2 
6.7 
6.2 
5.7 
5.5 
5.5 
5.5 
5.5 

The above rates include a 5'% across-the-board increase at each age. 

Calculations have been adjusted to account for the 5% per year/JO% over three-years cap on final pay. 

State Employees Teachers 

4. Rates ofTerminatiol1 Age Service Service 
at Select and Ultimate 0-1 1-2 2+ 0-1 1-2 
Service (% at Selected 
ages)* 20 25.0 17.5 18.8 33.0 24.0 

25 25.0 17.5 12.5 27.5 24.0 
30 25.0 17.5 10.0 27.5 24.0 
35 25.0 17.5 7.5 27.5 24.0 
40 25.0 17.5 5.0 27.5 24.0 
45 25.0 17.5 5.0 27.5 24.0 
50 25.0 17.5 5.0 27.5 24.0 
55 20.0 17.5 5.0 27.5 24.0 

2+ 

18.8 
12.5 
lOA 
8.3 
6.1 
4.0 
4.0 
4.0 

• lv/embers with J 0 or more years of service and whose age plus service totals 60 or more are assumed to elect deferred 
vested benefits; other terminations are assumed to elect rejilllds. 

5. Rates of Active Healthy Life Age Male Female Male Female 

Mortality at Selected Ages 
(number of deaths per 20 5 3 5 3 
10,000 members) * 25 7 3 6 3 

30 9 4 7 3 
35 9 5 8 4 
40 12 8 10 6 
45 17 10 14 9 
50 28 15 24 13 
55 48 25 40 21 
({) 86 48 73 41 
65 156 93 133 79 
70 255 148 217 125 

* For State Regular and Teachers, 5% of deaths assumed to be accidental; for State Special, 20% of deaths assumed 
to be accidental. 



ACTUARIAL ASSUMPTIONS AND METHODS 
(continued) 

State Employees Teachers 

6. Rates of Inactive Healthy Age Male Female Male Female 
Life Mortality at Selected 
Ages (number of deaths 20 5 3 5 2 
per 10,000members) 25 6 3 6 3 

30 8 5 7 4 
35 11 7 10 6 
40 16 9 14 8 
45 29 14 23 12 
50 53 22 42 18 
55 85 33 71 27 
60 131 55 109 44 
65 213 96 174 77 
70 361 165 292 129 

7. Rates of Mortality Age Male Female Male Female 
for Fuhlre Anticipated 
Disab1eds at Selected 25 92 72 92 72 
Ages (number of deaths 30 112 89 112 89 
per 10,000 members) 35 134 109 134 109 

40 160 126 160 126 
45 193 144 193 144 
50 236 165 236 165 
55 295 191 295 191 
60 362 226 362 226 
65 446 272 446 272 
70 576 331 576 331 

8. Rates ofInactive Age Male Female Male Female 
Disabled Life 
Mortality at 25 391 528 391 528 
Selected Ages 30 315 467 315 467 
(number of 35 321 326 321 326 
deaths per 40 332 215 332 215 
10,000 members) 45 349 191 349 191 

50 376 207 376 207 
55 420 240 420 240 
60 488 288 488 288 
65 595 366 595 366 
70 763 487 763 487 
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ACTUARIAL ASSUMPTIONS AND METHODS 
(continued) 

State Employees* Teachers 

9. Rates of Retirement Age 
at Selected Ages 
(number retiring per 45 35 25 
1 ,000 members) 50 57 25 

55 150 113 
59 180 183 
8J 350 350 
61 350 350 
62 350 350 
63 350 350 
64 350 350 
65 350 350 
70 1000 1000 

* Members of Special Groups are assumed to retire when first eligible for unreduced benefits. 

State Employees Teachers 
10. Rates of Disability Age 

at Selected Ages 
(members becoming 25 6.8 4.6 
disabled per 10,000 30 7.6 5.0 
members) * * 35 10.2 5.0 

40 19.0 6.8 
45 27.9 15.5 
50 42.7 24.3 
55 81.0 33.0 
8J 119.3 41.8 

* * 10% assumed to receive Workers' Compensation benefits of 66-2/3% of pay; also, rates for State Special groups are higher by 
7 per 10,000 at all ages. Note: Disability costs calculated using these rates were reduced 15% to ref/ect favorable experience. 

11. Family 
Composition 
Assumptions 

12. Vacation! 
Sick Leave 
Credits 

80% of active members are manied and have two children born when the member is 24 and 
28; children are dependent until age 18; female spouse is three years younger than male 
spouse; member has no dependent parents; unmanied members have beneficiaries entitled 
to benefits worth 80% as much as those of married members' beneficiaries. 

For members who had 10 years of service on July 1, 1993, credits for unused vacation and 
sick leave may be used to increase average final compensation and/or creditable service. In 
order to reflectthis,projected benefits are increase by 1.0% for state employees and 1.3% for 
teachers. 



Actuarial Methods 

1. FundingMethod 

The Entry Age Normal method is used to determine costs. Under this funding method, a total contribution rate 
is determined which consists of two elements, the nonnal cost rate and the unfunded actuarial liability (UAL) 
rate. 

For Teachers (MTRA) and State Employees, including each ofthe State Special Groups, a nonnal cost rate is 
detennined for a typical new entrant. This rate is determined by taking the value, as of age at entry into the plan, 
ofthe member's proj ected future benefits, reducing it by the value of future member contlibutions, and dividing 
it by the value, also as of the member's ently age, ofthe member's expected future salary. 

In addition to contributions required to meet the System's normal cost, contributions will be required to fund 
the System's unfunded actuarial liability. The actuarial liability is defined as the present value of future benefits 
less the present value of future nonnal costs and future member contributions. The unfunded actuarial liability 
is the total of the actuarial liability for all members less the actuarial value ofthe System's assets. The actuarial 
liability includes projections of future member pay increases and future service credits and should not be 
confused with the Accrued Benefit Liability. 

The unfunded actuarial liability is amortized by annual payments over a 25 year period from July 1, 1998. The 
payments are determined so that they will be a level percentage of pay, assuming total pay increases 5.5% per 
year. 

The funding components are described in greater detail in Part IV. 

2. Asset Valuation Method 

For purposes of this June 30, 1998 actuarial valuation, assets are valued at an "achJarial value" as described 
in Pali II. 
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INTRODUCTION 

This report presents the results, as of June 30, 1998, of the actuarial valuation of the Maine 
Legislative Retirement System. Schedule A, following this introduction, contains the cost results, 
assets, liabilities, and accounting disclosure information. Schedule B presents a summary of plan 
provisions and Schedule C presents a description of actuarial assumptions and methods used in 
determining the costs, including a description of the funding method. 

Actuarial assumptions for the valuation were changed this year by the System's Board of 
Trustees on recommendation by the actuary, based on the Experience Study for the State 
Employees and Teachers Plan perfOlmed earlier this year. The valuation assumption for salary 
increases was reduced from 6.0% to 5.5% per year as a result of across-the-board changes in 
economic assumptions for all State-sponsored plans and mOliality for active employees was 
improved by the replacement of the current table with Table UP94. 
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1. Number of Active Employees 

2. Active Payroll 

3. Number of Retired Members l 

4. Annual Retiree Benefits 

SCHEDULE A 
PARTICIPANT DATA 

5. Number of Vested and Inactive Members2 

IJncludesfive concurrent beneficiaries and two survivors. 

2Jncludes 73 terminated legislators due a re.fillld of contributions. 

COST RESULTS 

1. Employer N onnal CosP 

2. Unfunded Actuarial Liability 

3. Total Cost 

3Employer Normal Cost includes Retirement Benefits, Disability, and Survivor Benefit costs. 

ACCOUNTING INFORMATION 

1. GASB Disclosure 
A. Actuarial Accmed Liability 

(Aggregate method, technically there is no AAL. This exhibit shows AAL = AVA) 

1. Retirees and beneficiaries currently receiving benefits and 
terminated employees not yet receiving benefits 

2. Current employees 
Accumulated employee contributions including 
allocated investment earnings 
Employer-financed vested 
Employer-financed non-vested 

Total Actuarial Accrued Liability 

B. Actuarial Value of Assets 

C. Unfunded Actuarial Accrued Liability 

2. Other Accounting Information 

A. Market Value of Assets 
B. Unfunded Accrued Liability, (not less than $0) 
C. Amortization Period 

$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 

$ 

$ 
$ 

165 

1,712,719 

57 

69,329 

77 

0.00% 

0.00% 

0.00% 

977,464 

710,905 

° 2,777,649 

4,466,018 

4,466,018 

° 
5,081,486 

° N/A 



1. Membership. 

SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

Membership is mandatOlY for legislators entering on or after December 3, 1986, and optional for those who 
were members ofthe Maine State Retirement System on December 2, 1986. Membership ceases on the earlier 
of withdrawal of contributions, retirement, or death. 

2. Member Contributions. 

Members are required to contribute 7.65% of earnable compensation. Prior to July 1, 1993 members were 
required to contribute 4% of earnable compensation. 

3. Average Final Compensation. 

For purposes of determining benefits payable under the System, average final compensation is the average 
annual rate of earnable compensation for the three years of creditable service (not necessarily consecutive) 
as a legislator which produce the highest such average. 

4. Creditable Service. 

Creditable service includes the following: 

A. All legislative service as a member after December 2, 1986; 
B. All legislative service before December 3, 1986, for which contributions are made at the rate applicable 

to the Maine State Retirement System, including appropriate interest; 
C. Service while receiving disability benefits under the System; and 
D. All service creditable under the Maine State Retirement System, provided the member elects to have his 

own and the employer's contributions on behalf of the service transferred to the legislative system. 

5. Service Retirement Benefits. 

Eligibility for members with more than 10 years of creditable service on July 1, 1993: 25 years of creditable 
service, or attainment of age 60. 

Eligibility for members with less than 10 years of creditable service on July 1, 1993: 25 years of creditable 
service, or attainment of age 62. 

Eligibility for members not in service: attainment of age 60 with 10 years of creditable service (or five full 
terms as a legislator). 

For eligibility, creditable service includes service under the Maine State Retirement System after termination 
of legislative service. 

Benefit: 1150 of average final compensation mUltiplied by years of creditable service, reduced for retirement 
before age 60 for members with at least 10 years creditable service on July 1, 1993; reduced for retirement 
before age 62 for members with less than 10 years creditable service on July 1, 1993; minimum $100 per 
month if at least 10 years of creditable service. 

Form of payment: life annuity. 

6. Disability Retirement Benefits. 

Eligibility: permanently mentally or physically incapacitated before nonnal retirement age while in service; 
unable to perfonn duties of own position; employed prior to October 16, 1992 and did not elect No Age 
Disability Option. 

Benefit: 66-2/3% of average final compensation, reduced by employment earnings over $10,000, and to the 
extent that the benefit, in combination with Workers' Compensation and Social Security, exceeds 80% of 
average final compensation. 
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SUMMARY OF PLAN PROVISIONS 
(continued) 

Form of Payment: payment begins on termination of service and ceases on cessation of disability or after five 
years, unless the member is unable to engage in any gainful activity; in which case payments cease on the 
earlier of I ° years following normal retirement age or date the service retirement benefit exceeds the disability 
benefit. 

Conversion to Service Retirement: during the period of disability, average final compensation is increased 
with cost-of-living adjustments and service is credited. On the date when service benefits reach a level of 
66-2/3% of average final compensation or 1 ° years after the normal retirement date, if earlier, the disability 
benefit converts to a service retirement benefit based on service and pay at that point. 

7. No Age Disability Retirement Benefits. 

Eligibility: peimanently mentally or physically incapacitated while in service; unable to perform duties of own 
position; employed on or after October 16, 1992 or employed prior to October 16, 1992 and elected the 
provisions of No Age Disability. 

Benefit: 59% of average final compensation, reduced by employment earnings over $10,000, and to the extent 
that the benefit, in combination with Workers' Compensation and Social Security, exceeds 80% of average 
final compensation. 

Fonn of Payment: payment begins on termination of service and ceases on cessation of disability or after five 
years, unless the member is unable to engage in any gainful activity; in which case payments cease on the date 
the service retirement benefit exceeds the disability benefit. 

Conversion to service retirement: during the period of disability average fmal compensation is increased with 
cost-of-living adjustments and service is credited. On the date when service benefits reach a level of 59% of 
average final compensation the disability benefit converts to a service retirement benefit based on service and 
pay at that point. 

8. Ordinary Death Benefits Before Eligibility for Service Retirement. 

Eligibility: death while active or disabled before eligibility for service retirement. 

BenefIt: member's accumulated contributions at time of death. A surviving spouse, children, parents, or other 
beneficiaries may be eligible to elect (in lieu of contributions) survivor benefits in monthly amounts valying 
by number of eligible survivors . 

9. Ordinary Death Benefits After Eligibility for Service Retirement. 

Eligibility: death while active or disabled after eligibility for retirement but before benefit commencement 
date. 

Benefit: Option 2 (see item 13) is automatically effective with benefits payable to designated beneficiary, 
spouse, or parents; however, beneficiary may elect benefIt in item 7 instead. Otherwise, accumulated 
contributions are payable to the estate. 

10. Accidental Death Benefits. 

Eligibility: death while active or disabled resulting from injUly related to employment. 

Benefit: if the member leaves no dependent children, 2/3 of the member's average final compensation to the 
surviving spouse until death; if there remain surviving dependent children, an annual sum ofthe member's 
average final compensation shared between dependent children and surviving spouse (if any). Benefits are 
reduced by amounts payable under Workers' Compensation. 



11. Refund of Contributions. 

SUMMARY OF PLAN PROVISIONS 
( continued) 

Eligibility: termination of service except by retirement or death. 

Benefit: member's accumulated contributions with interest. 

12. Cost-of-living Adjustments. 

All retirement and survivor benefits are adjusted each year there is a percentage change in the Consumer Price 
Index, based on the Index. Cost-of-living adjustments are effective September 1 and are applied to all benefits 
which have been in payment for six months. For members with less than 10 years creditable service on July 1, 
1993 who were active on July 1,1993 cost-of-living adjustments are applied to all benefits which have been 
in payment for 12 months. The maximum increase or decrease is 4%. Earnable compensation used in 
deternlining benefits for disabled members is indexed similarly. 

13. Methods of Payment of Service Retirement Benefits. 

At retirement, a member must choose from the following methods of payment: 

Full Benefit: Unadjusted benefit is paid for the life of the member only. 

Option 1: Cash refund equal to the remaining employee contribution balance at the date of death (where the 
employee contribution balance has been reduced each month by the portion of the monthly benefit 
deemed to be provided by employee contributions). 

Option 2: 100% joint and survivor annuity. 

Option 3: 50% joint and survivor annuity. 

Option 4: Any other method of benefit payment which provides a benefit that is actuarially equivalent to the 
full benefit and is approved by the Board. 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

This schedule summarizes the actuarial assumptions and methods used in the valuation. 

ACTUARIAL ASSUMPTIONS 

1. Annual Rate ofInvestment Return: 8.0% 

2. Almual Rate of Salary Increase: 5.5% 

3. Annual Cost-of-living Increase: 4.0% 

4. Retirement Age: Age 60 for members with at least 10 years creditable service on July 1, 
1993. 

Age 62 for members with less than 10 years creditable service on July 1, 
1993. 

5. Probabilities of employment termination: 

Death 

Age due to: Disability Termination Male Female 

25 .0006 .07 .0007 .0003 
30 .0006 .06 .0009 .0004 
35 .0007 .05 .0009 .0005 
40 .0011 .04 .0012 .0008 
45 .0022 .03 .0017 .0010 
50 .0042 .02 .0028 .0015 
55 .0072 .01 .0048 .0025 

6. Rates of Healthy Life Mortality at Selected Ages: 

CUITently Active Employees CUITently Retired Employees 

Age Male Female Male Female 

25 .0007 .0003 .0006 .0003 
30 .0009 .0004 .0008 .0005 
35 .0009 .0005 .0011 .0007 
40 .0012 .0008 .0016 .0009 
45 .0017 .0010 .0029 .0014 
50 .0028 .0015 .0053 .0022 
55 .0048 .0025 .0085 .0033 



SUMMARY OF ACTUARIAL ASSUMPTIONS 

7. Rates of Disabled Life Mortality at Selected Ages: 

CurrentlJ:: Active Elll121oJ::ees CurrentlJ:: Retired Elll121oJ::ees 

Age Male Female Male Female 

25 .0092 .0072 .0391 .0528 
30 .Oll2 .0089 .0315 .0467 
35 .0134 .0109 .0321 .0326 
40 .0160 .0126 .0332 .0215 
45 .0193 .0144 .0349 .0191 
50 .0236 .0165 .0376 .0207 
55 .0295 .0191 .0420 .0240 

FUNDING METHOD 

1. Aggregate 

2. Amortization Period: Future service lifetime (level percent of payroll) 

ASSET VALUATION METHOD 

Assets are valued at actuarial value. See Section II of the "Actuaries' Report: MSRS" for a detailed description. 
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INTRODUCTION 

This report presents the results, as of June 30, 1998, of the actuarial valuation of the Maine 
Judicial Retirement System. Schedule A, following this introduction, contains the cost results, 
assets, liabilities, and accounting disclosure information. Schedule B presents a SUmillaIY ofplan 
provisions and Schedule C presents a description of actuarial assumptions and methods used in 
determining costs, including a description ofthe funding method. 

Legislative changes effective July 1,1998 created prospective only benefit changes in the Plan. 
In addition, actuarial assumptions for the valuation were changed this year by the System's Board 
of Trustees on recommendation by the actuary, based on the Experience Study for the State 
Employees and Teachers Plan perfOlmed earlier this year. A summary ofthese changes are outlined 
below. 

Benefit Changes: 

• benefit accruals for service on or after July 1, 1998 will be at 3 % per year (accrual for service 
before July 1, 1998, remains at 2% per year) and the 60% maximum benefit limitation is 
increased to 70% of average final compensation for service on or after July 1, 1998. 

Actuarial Assumption Changes 

reduce inflation/general salary increase growth from 6.0% to 5.5% 

replace active member mortality table with Table UP94 
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1998 

1, Number of Active Employees 

2. Active Payroll 

SCHEDULE A 
PARTICIPANT DATA 

3. Number of Retired Members and Beneficiaries l 

4. Annual Retiree and Beneficiary Benefits 

5. Number of Vested and Inactive Members 

Ilncludes tizree concurrent beneficiaries. 

COST RESULTS 

1. Employer Normal Costl 

2. Unfunded Actuarial Liability 

3. Total Cost 

..J « 2Employer Normal Cost includes Retirement Benefits, Disability, and SunJivor Bene/it costs. -U -o 
:J ACCOUNTING INFORMATION ..., 
.. 
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1. GASB Disclosure 
A. Achmrial Accrued Liability 

1. Retirees and beneficiaries currently receiving benefits and 
tenninated employees not yet receiving benefits 

2. Current employees 
Accumulated employee contributions including 
allocated investment eamings 
Employer-financed vested 
Employer-financed non-vested 

Total Achmrial Accrued Liability 

B. Actuarial Value of Assets 

C. Unfunded Actuarial Accrued Liability 

2. Other Accounting Information 

A. Market Value of Assets 
B. Unfunded Accrued Liability, (not less than $0) 
C. Amortization Period 

52 

$ 4,431,665 

31 

$ 1,501,302 

2 

20.00% 

3.88% 

23.88% 

$ 15,899,792 

$ 3,684,297 
$ 9,261,789 
$ 316,235 

$ 29,162,113 

$ 26,980,527 

$ 2,181,586 

$ 30,698,749 
$ 0 

19 



1. Membership. 

SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

Retirement On or After December 1, 1984 

Membership is a condition of employment for all judges serving on or after December 1, 1984. Membership 
ceases on the earlier of withdrawal of contributions, retirement, or death. 

2. Member Contributions. 

Members are required to contribute 7.65% of earnable compensation. Prior to July 1, 1993 members were 
required to contribute 6.5% of earnable compensation. 

3. Average Final Compensation. 

For purposes of determining benefits payable under the System, average final compensation is the average 
annual rate of earnable compensation for the three years of creditable service (not necessarily consecutive) 
which produce the highest such average. 

4. Creditable Service. 

Creditable service includes the following: 

A. All judicial service as a member after November 30, 1984; 
B. All judicial service before December 1, 1984; 
C. Service while receiving disability benefits under the System; and 
D. All service creditable under the Maine State Retirement System provided the member elects to have his 

own and the employer's contributions on behalf of the service transferred to the judicial system. 

5. Service Retirement Benefits. 

Eligibility: 25 years of creditable service, or attaimnent of age 60 (62 if less than 10 years creditable service 
on July 1, 1993) with 10 years of creditable service, or attainment of age 70 and one year of service immediately 
before retirement. 

Benefit: sum of (1) For service after November 30, 1984 and before July 1, 1998, 2% of average final 
compensation multiplied by years of service; for service on or after July 1, 1998, 3% of average final 
compensation multiplied by years of service, and (2) for judicial service prior to December 1, 1984, 75% of 
November 30, 1984 salary for the position held at retirement, pro-rated for prior service less than 10 years. 
The benefit is reduced forretirement before age 60 if at least 10 years creditable service on July 1, 1993; reduced 
before age 62 ifless than 10 years creditable service on July 1, 1993. 

Maximum benefit: For service before July 1, 1998, 60% of average final compensation; for service on or after 
July 1, 1998, 70% of average final compensation. 

Minimum benefit: for a judge in service and age 50 or older on December 1, 1984, 75% of salary on 6/30/84 
for the position held at retirement, increased by 6% per year from 6/30/84 to 6/30/89 or retirement date if 
earlier, and increased beyond 6/30/89 by the cost-of-living increase granted the previous September. 

Form of payment: life annuity; except, for a judge in service and age 50 before December 1, 1984, 50% joint 
and survivor annuity 

6. Disability Retirement Benefits. 

Eligibility: pennanently mentally or physically incapacitated while in service before eligibility for unreduced 
retirement; unable to perfOlID duties of own position; a member prior to October 16, 1992 and did not elect 
No Age Disability option. 
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SUMMARY OF PLAN PROVISIONS 
Retirement On or After December 1, 1984 

(continued) 

Benefit: 66-2/3% of average final compensation, reduced by the amount by which employment earnings plus 
the disability allowance exceeds the cunent salmy ofthe position held at disability, and to the extent that the 
benefit, in combination with Workers' Compensation, exceeds 80% of the average final compensation. A 
member in service on November 30, 1984, may elect benefits applicable for retirement before December 1, 
1984. 

Form of Payment: payment begins on termination of service and ceases on cessation of disability or after five 
years, unless the member is unable to engage in any gainful activity; in which case payments cease on the 
earlier of attainment of age 70 and date the service retirement benefit exceeds the disability benefit. 

Conversion to Service Retirement: during the period of disability average final compensation is increased 
with cost-of-living adjustments and service is credited. On the date when service benefits reach a level of 
66-2/3% of average final compensation, or at age 70, if earlier, the disability benefit converts to a service 
retirement benefit based on service and pay at that point. 

7. No Age Disability Retirement Benefits 

Eligibility: permanently mentally or physically incapacitated while in service; unable to perform duties of own 
position; employed on or after October 16, 1992 or employed prior to October 16, 1992 and elected the 
provisions of No Age Disability. 

Benefit: 59% of average final compensation, reduced by the amount by which employment eamings plus the 
disability allowance exceeds the cunent salary of the position held at disability, and to the extent that the 
benefit, in combination with Workers' Compensation exceeds 80% of average final compensation. A member 
in service on November 30,1984 may elect benefits applicable for retirement before December 1,1984. 

Form of payment: payment begins on telmination of service and ceases on cessation of disability or after five 
years, unless the member is unable to engage in any gainful activity; in which case payments cease on the date 
the service retirement benefit exceeds the disability benefit. 

Conversion to service retirement: during the period of disability average final compensation is increased with 
cost-of-living adjustments and service is credited. On the date when service benefits reach a level of 59% of 
average final compensation the disability benefit converts to a service retirement benefit based on service and 
pay at that point. 

8. Ordinary Death Benefits Before Eligibility for Service Retirement. 

Eligibility: death while active or disabled before eligibility for service retirement. 

Benefit: member's accumulated contributions at time of death. A surviving spouse, children, parents or other 
beneficiaries may be eligible to elect (in lieu of contributions) survivor benefits in monthly amounts varying 
by number of eligible survivors. 

Minimum Benefit: for a judge in service prior to December 1, 1984, one-half ofthe judge's retirement benefit 
determined on date of death, payable to the spouse and/or dependent children. 

9. Ordinary Death Benefits After Eligibility for Service Retirement. 

Eligibility: death after eligibility for retirement but before benefit commencement date. 

Benefit: Option 2 (see item 13) is automatically effective with benefits payable to designated beneficiary, 
spouse, or parents; however, beneficimy may elect benefit described in item 7 instead. Othelwise, accumulated 
contributions are payable to the estate. 



SUMMARY OF PLAN PROVISIONS 
Retirement On or After December 1, 1984 

( continued) 

10. Accidental Death Benefits. 

Eligibility: death while active or disabled resulting from injury related to employment. 

Benefit: if the member leaves no dependent children, two-thirds ofthe member's average final compensation 
to the surviving spouse until death; if there remain surviving dependent children, an arulUal sum of the 
member's average final compensation shared between dependent children and surviving spouse (if any). 

11. Refund of Contributions. 

Eligibility: termination of service except by retirement or death. 

Benefit: member's accumulated contributions with interest. 

12. Cost-of-living Adjustments. 

Except as described below, all retirement and survivor benefits are adjusted each year there is a percentage 
change in the Consumer Price Index (CPI), based on the Index. Cost-of-living adjustments are effective 
September 1 and are applied to all benefits which have been in payment for six months. For members with 
less than 10 years creditable service on July 1, 1993, who were active on July 1, 1993, the cost-of-living 
adjustments are applied to all benefits which have been in payment for 12 months. The maximum increase 
or decrease is 4%. Ea111able compensation used in determining benefits for disabled members is indexed 
similarly. 

Minimum benefits are increased 6% per year from July, 1985, through July, 1989, and as described above 
thereafter. 

13. Methods of Payment of Service Retirement Benefits 

At retirement, a member must choose from the following methods of payment: 

Full Benefit: Unadjusted benefit is paid for the life of the member only. 

Option 1: Cash refund equal to the remaining employee contribution balance at the date of death (where the 
employee contribution balance has been reduced each month by the portion ofthe monthly benefit 
deemed to be provided by employee contributions.) 

Option 2: 100% joint and survivor annuity. 

Option 3: 50% joint and survivor annuity. 

Option 4: Any other method of benefit payment which provides a benefit that is actuarially equivalent to the 
full benefit and is approved by the Board. 

Retirement Prior to December 1, 1984 

1. Currently Effective Annual Salary. 

For determination of benefit payments, currently effective annual salary is the salary on June 30, 1984 for the 
position last held, increased by 6% per year each July 1, begiruling July 1, 1984. 
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SUMMARY OF PLAN PROVISIONS 
Retirement Prior to December 1, 1984 

( continued) 

2. Regular Retirement Benefits. 

Eligibility: attainment of age 70 with seven years of service, or attainment of age 65 with 12 years of service, 
or attainment of age 60 with 20 years of service. 

Benefit: three-quarters of currently effective annual salary. 

3. Disability Benefits. 

Three-quarters of currently effective mlliual salary. 

4. Survivor Benefits. 

Three-eighths of currently effective annual salary, payable to the surviving spouse or dependent children. 



SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

This schedule summarizes the actuarial assumptions and methods used in the valuation. 

ACTUARIAL ASSUMPTIONS 

1. Annual Rate ofInvestment Retum: 8.0% 

2. Ailliual Rate of Salary Increase: 5.5% 

3. Annual Cost-of-living Increase: 4.0% 

4. Retirement Age: Age 60 for members with at least 1 0 years creditable service on July 1, 
1993. 

Age 62 for members with less than 10years creditable service on July 1, 
1993. 

5. Probabilities of employment termination: 

Age due to: Disability Termination 

25 .0006 .07 
30 .0006 .06 
35 .0007 .05 
40 .0011 .04 
45 .0022 .03 
50 .0042 .02 
55 .0072 .01 

6. Rate of Healthy Life Mortality at Selected Ages: 

Currently Active Employees 

Age Male Female 

25 .0007 .0003 
30 .0009 .0004 
35 .0009 .0005 
40 .0012 .0008 
45 .0017 .0010 
50 .0028 .0015 
55 .0048 .0025 

.0007 

.0009 

.0009 

.0012 

.0017 

.0028 

.0048 

Death 

.0003 

.0004 

.0005 

.0008 

.0010 

.0015 

.0025 

Currently Retired Employees 

Male Female 

.0006 .0003 

.0008 .0005 

.0011 .0007 

.0016 .0009 

.0029 .0014 

.0053 .0022 

.0085 .0033 
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SUMMARY OF ACTUARIAL ASSUMPTIONS 

7. Rates of Disabled Life Mortality at Selected Ages: 

Currently Active Employees Currently Retired Employees 

Age Male Female Male Female 

25 .0092 .0072 .0391 .0528 
30 .0112 .0089 .0315 .0467 
35 .0134 .0109 .0321 .0326 
40 .0160 .0126 .0332 .0215 
45 .0193 .0144 .0349 .0191 
50 .0236 .0165 .0376 .0207 
55 .0295 .0191 .0420 .0240 

FUNDING METHOD 

1. Entry Age Normal 

2. Amortization Period: 19 years 

ASSET VALUATION METHOD 

Assets are valued at actuarial value. See Section II ofthe "Actuaries' Report: MSRS" for a detailed description. 
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Overview 

SECTION I 
EXECUTIVE SUMMARY 

As of June 30, 1998, there were 223 participating local districts in the Consolidated Plan for Participating Local 
Districts (PLDs) of the Maine State Retirement System. This report presents the results of our June 30, 1998, 
actuarial valuation for this Plan. Comments on the findings of our valuation are presented below. Following our 
COlllillents are detailed tables of the June 30, 1998, results for the Regular Plans and Special Plans that comprise 
the Consolidated Plan. 

This year's valuation includes achmrial assumption changes based on the Experience Shldy performed earlier this 
year. While this study did not review experience specific to the Consolidated Plan there were recommended 
changes to two globally used assumptions which affected all other plans valued this year. These changes are as 
follows: 

• reduce inflation/general salary increase growth from 6.0% to 5.5% 

• improve active mortality to use the Uninsured Pensioners 1994 rates . 

Due to the change in these assumptions, the normal cost rates were also adjusted this year. (See Section IV for 
a breakdown by plan of these revised nonnal cost rates). 

For the second year in a row, the Pooled Unfunded Achmrial Liability (PUAL) is negative as of this valuation date 
due to investment retums greater than the assumed 8.0% and employee salary increases and post-retirement 
COLAs at less than the actuarially assumed rates. The negative PUAL is translated into a reduction in the normal 
cost rates othelwise payable. The reduction varies by the plan elected, however, in the aggregate it is calculated 
to be -5.3% for the Regular Plans and -6.8% for the Special Plans. In general, the reduction is higher for the 
Special Plans because the asset gains experienced by those plans were higher as a percentage of the total payroll. 
That is, the Regular Plans experienced asset gains of approximately $43 million and spread those over a payroll 
base of $169 million, while the Special Plans experienced asset gains of approximately $33 million and spread 
them over a payroll base of $55 million. 

In the following sections of the report we present detailed results on Plan Assets (Section II), Plan Liabilities 
(Section III), and Plan Contributions (Section IV). This report also contains four Appendices. Appendix A 
displays a list of the 223 PLDs that had entered the Plan through July 1, 1997, and their benefit plan elections. 
Appendix B presents membership data and profiles and Appendix C provides a summary of benefit provisions 
ofthe plans within the Plan. Finally, an outline of all actuarial assumptions and procedures used in our valuation 
is contained in Appendix D. 

Valuation Comments 

Assets 

As of June 30, 1998, the Plan had assets, when measured on a market value basis, of $1,214 million as 
compared to $1,038 million as of June 30, 1997. 

On an achmrial basis, using a method which smooths market fluctuations, the assets were valued at $1,067 
million on June 30, 1998, as compared to $925 million as of June 30, 1997. The components of this change, 
in millions, are: 
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Actuarial 

+ $ 41 

49 

+ 74 

+ 

$ 142 

EXECUTIVE SUMMARY 
(continued) 

employer and member contributions 

payment of benefits and expenses, 

investment retu111 per 8.0% assumption, 

actuarial investment gain (actuarial rate 
ofretu111 @ 16.0%) 

market investment gain (market rate of 
retu111 @ 17.7%) 

total increase in assets 

Section II of this report presents more detailed infonnation on System assets. 

Liabilities 

Market 

+ $ 41 

49 

+ 83 

+ 101 

$ 176 

Throughout this report we discuss two types of liabilities: (1) Unfunded Actuarial Liabilities and (2) 
Unfunded Accrued Benefit Liabilities. In Section III, we discuss in detail the different uses and definitions 
of these tenns. 

In general, Actuarial Liabilities are calculated for purposes of determining future contributions. Since 
actuarial funding methods are used to determine costs for future retirement benefits, unfunded actuarial 
liabilities will include future increases in pay and service credits. The calculated amount of a plan's actuarial 
liabilities is directly dependent on the particular funding method used by the actuary; use of different funding 
methods would provide entirely different results, even when none ofthe factors (e.g., inflation, salary growth, 
etc.) is different. In this valuation, the "Entry Age Nonnal" method of funding was used. 

As of June 30, 1998, the total actuarial liability for the Plan was $1,148 million, as compared to $1,069 million 
as of June 30, 1997. Comparing this to the actuarial value of assets of $1 ,067 million produces an unfunded 
actuarial liability of $ 81 million. $189 million has been allocated to PLDs as their Initial Unfunded U npooled 
Actuarial Liabilities (IUUAL) (described in detail in Section III), which yields a pooled surplus of $108 
million. As of June 30, 1997 the pooled surplus was $41 million. The components of the increase in the 
surplus, in millions, are as follows: 

Pooled Unfunded Actuarial Liability, June 30, 1997 

• increase expected 

• decrease due to asset gain (investment return) 

• effect of assumption changes 

• other (gains)/losses (see below) 

Pooled Unfunded Actuarial Liability, June 30, 1998 

($ 41) 

2 

(76) 

20 

(13) 

($ 108) 



EXECUTIVE SUMMARY 
(continued) 

The second type of liability presented in this report is the Accrued Benefit Liability. This represents the 
liabilities for all benefits to be paid in the future, based on members' eamings and service credits as of the 
valuation date. The difference between this figure and plan assets represents the Unfunded Accrued Benefit 
Liability. As of June 30, 1998, there is no Unfunded Accrued Benefit Liability. 

More detailed information on plan liabilities is presented in Section III. 

Contributions 

In Section IV of this report, we present detailed information on the development of Plan employer 
contribution rates, calculated as of June 30, 1998. In addition, Section IV discusses the application of the 
contribution rates for fiscal year budget purposes. 

Employees also contribute to the plans; rates are set out in Appendix C. 

Contributions to the Plan consist of: 

a "normal cost contribution", for the portion of projected liabilities attributable to service of members 
during the year following the valuation date, 

• a "pooled unfunded actuarial liability contribution", for the excess of projected liabilities allocated to 
service to date over assets on hand and receivables from PLDs entering the Plan with IUUALs. 

The normal cost varies by plan and is shown in detail in Table IV-I. 

The Pooled UAL rate for all employees changed from-2.2% of payroll as ofJune 30, 1997, to -5.7% of payroll 
as of June 30, 1998. The primalY components of this change are shown below. 

Pooled Unfunded Actuarial Liability Rate as of June 30, 1997 

investment gain (due to higher than expected investment retums) 

• change in assumptions 

• other (gains )/losses 

Pooled Unfunded Actuarial Liability Rate as of June 30, 1998 

- 2.2% 

- 4.0 

l.0 

- 0.5 

- 5.7% 

The PUAL rate as calculated above will be reflected in the FY 2000 contribution rates. The PUAL rate is 
allocated to the individual plans and is used to offset the individual normal costs to develop the ultimate rate 
for each plan. These rates are summarized in Table IV-I. 

Members and Benefit Recipients 

The total active membership of the Consolidated Plan decreased from 8,768 as of June 30, 1997 to 8,689 as 
of June 30, 1998. With respect to members who are no longer active, the number of benefit recipients 
increased from 5,818 as ofJune 30,1997 to 5,933 on June 30,1998. The number of vested inactive members 
decreased from 284 on June 30, 1997 to 219 on June 30, 1998. 

The total annual payroll of active members in all plans increased from $218 million as of June 30, 1997 to 
$224 million as of June 30, 1998. Appendix B of this report presents more detail regarding members and 
benefit recipients. 
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SUMMARY OF PRINCIPAL RESULTS 
TOTAL 

1. Participant Data 
Number of: 

Active Members 
Retired Members, Beneficiaries, 

Disabled Members and Survivors 
Vested Inactive Members 
Total Members and Benefit Recipients 

Annual Salaries of Active Members 

Annual Benefits to Recipients 

2. Assets and Liabilities 

Funding Liability 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 

Unpooled Portion (!uUAL) 
Pooled Portion 

FASB Accounting Liability 

Accrued Benefit Liability 
Market Value of Assets 
Unfunded Accrued Benefit Liability 

Accrued Benefit Funding Ratio 

June 30, 1998 

8,689 

5,933 
219 

14,841 

$ 223,525,533 

$ 48,558,212 

$ 1,147,652,930 
1,066,810,947 

$ 80,841,983 
189,197,598 

($ 108,355,615) 

$ 949,422,499 
1,213,829,587 

$ 0 

128% 

June 30, 1997 

8,768 

5,818 
284 

14,870 

$ 218,447,415 

$ 45,722,411 

$ 1,068,530,453 
924,525,993 

$ 144,004,460 
185,302,879 

($ 41,298,419) 

$ 877,950,120 
1,037,988,379 

$ 0 

118% 



SUMMARY OF PRINCIPAL RESULTS 
REGULAR PLANS A, A-l, & B 

1. Participant Data 

Number of: 
Active Members 
Retired Members, Beneficiaries, 

Disabled Members and Survivors 
Vested Inactive Members 
Total Members and Benefit Recipients 

Annual Salaries of Active Members 

Annual Benefits to Recipients 

2. Assets and Liabilities 

Funding Liability 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 

Unpooled Portion (IUUAL) 
Pooled Portion 

FASB Accounting Liability 

Accrued Benefit Liability 
Market Value of Assets 
Unfunded Accrued Benefit Liability 

Accrued Benefit Funding Ratio 

June 30, 1998 

7,163 

4,423 
211 

11,797 

$ 168,835,178 

$ 28,539,254 

$ 670,244,710 
$ 657,739,451 
$ 12,505,259 

89~152,234 
($ 76,646,975) 

$ 522,787,262 
748,383,402 

$ ° 
143% 

June 30, 1997 

7,261 

4,350 
275 

11,886 

$ 166,006,136 

$ 26,935,786 

$ 630,458,329 
$ 570,278,721 
$ 60,179,608 

88,094,825 
($ 27,915,217) 

$ 483,006,537 
640,266,136 

$ ° 
133% 
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SUMMARY OF PRINCIPAL RESULTS 
SPECIAL PLANS 1-4 & 1A-4A 

1. Participant Data 

Number of: 
Active Members 
Retired Members, Beneficiaries, 

Disabled Members and Survivors 
Vested Inactive Members 
Total Members and Benefit Recipients 

AlIDual Salaries of Active Members 

AIIDual Benefits to Recipients 

2. Assets aud Liabilities 

Funding Liability 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 

Unpooled Portion (IUUAL) 
Pooled Portion 

FASB Accounting Liability 

Accrued Benefit Liability 
Market Value of Assets 
Unfunded Accmed Benefit Liability 

Accmed Benefit Funding Ratio 

June 30, 1998 

1,526 

1,510 
8 

3,044 

$ 54,690,355 

$ 20,018,958 

$ 477,408,220 
409,071,496 

68,336,724 
100,045,364 

($ 31,708,640) 

$ 426,635,237 
465,446,185 

$ 0 

109% 

June 30, 1997 

1,507 

1,468 
9 

2,984 

$ 52,441,279 

$ 18,786,625 

$ 438,072,124 
354,247,272 

$ 83,824,852 
97,208,054 

($ 13,383,202) 

$ 394,943,583 
397,722,243 

$ 0 

101% 



SECTION II 
ASSETS 

In this section we present the value assigned to assets held by the Plan. These assets are valued on two different 
bases: the market value and the actuarial value. 

Market Value of Assets 

For accounting statement purposes, Plan assets are valued at CUlTent market values. Briefly stated, these values 
represent the "snapshot" or "cash-out" value of Plan assets as of the valuation date. 

Actuarial Value of Assets 

The market value of assets, representing a "liquidation" value of the funds, is not a good measure of the System's 
ongoing ability to meet its obligations. Ongoing funding requirements established using market values are subject 
to significant variability because of the volatility of market values. 

As a consequence, actuarial valuations employ a technique for detennining the actuarial value of assets which 
dampens the swings in market value. The specific technique adopted in this valuation recognizes in a given year 
one-third of the investment rehllTI that is in excess of the 8.00% actuarial assumption for investment retu111. The 
following is a step-by-step description: 

Step 1: Dete1111ine the total yield on the investments of the Plan using the full investment rehlrn (including 
capital gains) measured by the difference in the actuarial value of the assets at the beginning of the 
fiscal year just ended (adjusted for cash flow) and the market value of assets at the end of the fiscal 
year. The calculation of this return is: 

(a) Increase in assets = Market value of assets at the end of the year minus actuarial value of assets 
at the end of the prior year adjusted for net cash flow for the CutTent year (contributions minus 
benefit payment) [=$1,484,875,427]. 

(b) Adjusted actuarial value of assets = Actuarial value of assets at the end of the prior year plus 
one-half of net cash flow for the current year [=$4,626,972,449]. 

(c) Retu111 = (a) (Increase in assets) divided by (b) (Adjusted actuarial value of assets) [=32.09%]. 

Step 2: Calculate the excess of the achJaI rehl111 determined in Step lover the expected return for the same 
year according to the achJarial assumption (8.00%). [32.09% - 8.00% = 24.09%] 

Step 3: Calculate an adjusted rate that is equal to the rate expected by the achJarial assumption (8.00%) plus 
one-third of the rate detennined in Step 2. [8.00% + (1/3 X 24.09%) = 16.03%] 

Step 4: The achJarial value of assets equals the amount that would have existed if the achJaI rehl111 on the 
prior year's achJarial value of assets had been the theoretical rate determined in Step 3 applied to 
the prior year's achJarial value of assets. 
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Market Value 

Actuarial Value 

TABLE II-I 
ASSET ALLOCATION 

Regular Plans 

$ 748,383,402 

$ 657,739,451 

Special Plans 

$ 465,446,185 

$ 409,071,496 

Total 

$ 1,213,829,587 

$ 1,066,810,947 



Actuarial Liabilities 

SECTION III 
LIABILITIES 

A fundamental principle in financing the liabilities of a retirement program is that the cost of its benefits should 
be related to the period in which benefits are earned, rather than to the period of benefit distribution. There are 
several methods currently used by actuaries in making this allocation. 

The method used for this valuation is referred to as the "entry age normal actuarial cost method." Under this 
method, a level-percent-of-pay employer cost is determined for each plan that, along with member contributions, 
will pay for projected benefits at retirement for a new entrant into the plan. It is assumed applicable to all active 
plan members. The level percent of pay is called the normal cost rate, and the product of that rate and payroll is 
the normal cost. 

The aCh13rialliability is that portion of the present value of projected benefits that will not be paid by fuhlre 
employer normal cost contributions and member contributions. If this liability is greater than the achlarial value 
of plan assets as of the same date, the difference is referred to as the unfunded ach13rial liability. 

Upon entering the Consolidated Plan, each PLD had its individual actuarial liability calculated. PLDs having an 
Initial Unpooled Unfunded Ach13rial Liability (!uUAL) will pay this liability on a scheduled basis, in addition 
to making the Normal Cost Contribution required by the plan(s) in which it participates. Each year the valuation 
for the Consolidated Plan will calculate the Pooled Unfunded ACh13rial Liability ofthe Regular and ofthe Special 
Plans under the Plan, and adjust the employer contribution rates accordingly. Benefit improvements, actuarial 
gains and losses, and changes in ach13rial assumptions and methodologies, if any, will have an effect on the total 
actuarial liabilities of the Regular and of the Special Plans under the Plan and on the portion of these that are 
unfunded. In Table III-l we have summarized the actuarial liabilities as of June 30, 1998. 

Accounting Statement Information 

Statement No. 35 of the Financial Accounting Standards Board requires that every pension plan disclose certain 
information regarding the status of the plan. 

As directed by the above-referenced accounting statements, the liabilities shown in Table III-2, Accrued Benefit 
Liabilities, do not include any projections for future creditable service and pay increases. 

The GASB released a new pronouncement (Statement #25) which replaced the disclosures formerly required by 
Statement #5. The figures shown in Table III-l are suitable for the new Statement #25 disclosures. 

Both types of present values of benefits are determined assuming that the plan is ongoing and members continue 
to terminate employment, retire, etc., in accordance with the achlarial assumptions. 

All PLDs that enter the Consolidated Plan cease to be individual sponsors of a "Single-Employer Defined Benefit 
Pension Plan" and instead become participants in a "Cost-Sharing Multiple-Employer Defined Benefit Pension 
Plan." As such, the disclosures made by individual PLDs should reflect the assets and liabilities of the Regular 
and/or Special Plan(s) tmder the Consolidated Plan in which a PLD participates and not those of the PLD itself. 
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TABLE 111-1 
ACTUARIAL LIABILITIES 

Regular Plans S~ecial Plans Total 

1. Present Value of Benefits $ 891,902,208 $ 545,760,736 $1,437,662,944 
2. Present Value of Future Contributions 

a . Employer Nonnal Cost 125,190,939 42,255,967 167,446,906 
b. Employee Contributions 96,466,559 26,096,549 122,563,108 

3. Actuarial Liability $ 670,244,710 $ 477,408,220 $1,147,652,930 
(1)-(2) 

4. Actuarial Value of Assets 
a. Total Invested Assets $ 693,468,947 $ 427,231,740 $1,120,700,687 
b. IUUAL Surpluses in Individual PLD Accts. 35,729,496 18,160,244 53,889,740 
c. Valuation Assets (a) - (b) $ 657,739,451 $ 409,071,496 $1,066,810,947 

5. Unfunded Actuarial Liability 
a. Total Unfunded Liability (3) - (4c) $ 12,505,259 $ 68,336,724 $ 80,841,983 
b. Individual PLD Unpooled Liability (IUUAL) 89,152,234 100,045,364 189,197,598 
c. Pooled Unfunded Actuarial Liability ($ 76,646,975) ($ 31,708,640) ($ 108,355,615) 

(a) - (b) 

6. Amortization over 15 Years ($ 8,954,631) ($ 3,704,506) ($ 12,659,137) 
7. Payroll $ 168,835,178 $ 54,690,355 $ 223,525,533 
8. Pooled Unfunded Liability Contribution Rate -5.3% -6.8% -5.7% 

(6) + (7) 

NOTE: All PLDs that ell tel' the COllsolidated Plan cease to be individual sponsors of a "Sillgle-Employer Defined Benejit Pension Plan" (md 
instead hecomeparticipallts in a "Cost-Sharillg lVIultiple-EmployerDe/ined Bellefit Pellsioll Plan. " As sUell, the disclosures made by individual 
PLDs should ref/ect the assets and liabilities of the Regular and/or Special Plan(s) under the COllsolidated Plall ill which a PLD participates 
and 1I0t those o/the PLD itself 

TABLE 111-2 
ACCRUED BENEFIT LIABILITY 

1. Present Value of Accmed Benefits 
a. Vested Inactive Members 
b. Retired Members, Beneficiaries 

Disabled Members and Survivors 
c. Active Members 
d. Total 

2. Invested Assets (Market Value) 

3. Unfunded Present Value of Accrued Benefits 
(1) - (2) 

4. Accmed Benefit Funding Ratio 
(2)/( 1) 

$ 

$ 

$ 

Regular Plans Special Plans 

7,870,898 $ 113,557 

277,445,620 246,318,445 
237,470,744 180,203,235 
522,787,262 $ 426,635,237 

748,383,402 465,446,185 

° $ ° 
143% 109% 

Total 

$ 7,984,455 

523,764,065 
417,673,979 

$ 949,422,499 

1,213,829,587 

$ ° 
128% 



General Comments 

SECTION IV 
CONTRIBUTIONS 

Under established procedures, employer contribution rates based on this June 30, 1998, actuarial valuation are 
used to determine Fiscal Year 2000 contributions. In this context, the tenn "employer contribution rate" means 
the percentage that is applied by each PLD to its active member payroll to determine the PLD's actual employer 
contribution amount. 

In addition to the applicable employer contribution rate, each individual PLD will make a dollar payment or 
receive a dollar credit based on its IUUAL to be added to (or subtracted from) the amount derived by applying 
the employer contribution rate to the participant payroll. 

Employees are required to contribute to the plans; rates are set out at Appendix C-l. 

Description of Rate Components 

The Entry Age Normal funding method was used to develop the employer contribution rates in this section. Under 
this funding method, as with most other actuarial funding methods, a total contribution rate is detel1llined which 
consists of two elements: the normal cost rate and the pooled unfunded actuarial liability rate. 

Normal Cost Rate 
For each of the Regular and Special Plans in the Consolidated Plan, an individual entry age nOl1llal cost 
rate was determined for a typical new entrant. This rate was determined by taking the value, as of age 
at entry into the plan, of the typical member's projected future benefits (including retirement, death and 
disability benefits), reducing it by the value of future member contributions, and dividing it by the value, 
also as of the member's entry age, of the member's expected future salary. The normal cost rate, so 
determined separately for each Regular and each Special Plan, was assumed applicable to all active 
members of each of the plans. 

Pooled Unfunded Actuarial Liability Rate 
The unfunded actuarial liability under the Entry Age Normal method equals the present value, at time 
of valuation, of future benefits less the present value offuture normal costs, future member contributions, 
future IUUAL payments and current assets. Under the Consolidated Plan, a Pooled Unfunded Actuarial 
Liability Rate is calculated for the Regular Plans as a group and for the Special Plans as a group. The 
rate for each group is then allocated to each plan within the Regular Plans and to those within the Special 
Plans, respectively, on the basis of total nonnal cost plus employee contributions for each such plan. That 
is, those plans which constitute a larger portion of the overall liability will pay a larger portion of the 
pooled UAL rate or receive a larger credit if the rate is negative. 

IUUAL Payments/(Credits) 
In addition to employer contributions required under the Consolidated Plan, each individual PLD in the 
Consolidated Plan that has an IUUAL continues to make payments on its IUUAL. Where IUUAL 
payments are due, each PLD makes payment of a specific dollar amount. Where a PLD had, at the time 
of entry into the Consolidated Plan, surplus assets, the PLD uses a portion of the surplus toward payment 
of its employer contributions to the Consolidated Plan. Credit transactions, also of specific dollar 
amOlmts, are accomplished by MSRS accounting entries. 

Employer Contribution Rate Summary 

In Table IV-l we present employer contribution rates applicable for determining the Fiscal Year 2000 
contributions to the Plan, using the cost methods described above. These were developed using actuarial 
assumptions and methods described in Appendix D. 
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TABLE IV-l 
EMPLOYER CONTRIBUTION RATES* 

FISCAL YEAR 2000 

Plans with COLA 

Regular Employees Plan A 
Regular Employees Plan B 
Special Plan 1 
Special Plan 2 
Special Plan 3 
Special Plan 4 

Plans with No COLA 

Regular Employees Plan A-I 
Special Plan I-A 
Special Plan 2-A 
Special Plan 3-A 
Special Plan 4-A 

Normal 
Cost** 

9.0% 
5.5% 

17.5% 
10.8% 
14.3% 
9.3% 

4.8% 
9.8% 
5.8% 
7.8% 
5.0% 

Pooled Unfunded 
Actuarial Liability 

Regular 
Plans 

-5.7% 
-3.5% 

-3.0% 

Special 
Plans 

-9.8% 
-6.1% 
-8.0% 
-5.2% 

-5.5% 
-3.3% 
-4.4% 
-2.8% 

* IUUAL payments are made in addition 10 these costs and IUUAL credits (Ire taken against these cosls. 

** Includes costs o/ancil/m:J' benefils. 

Total 
Rates 

3.3% 
2.0% 
7.7% 
4.7% 
6.3% 
4.1% 

1.8% 
4.3% 
2.5% 
3.4% 
2.2% 
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APPENDIX A 

PARTICIPATING LOCAL DISTRICTS PLAN ELECTIONS » 
() 
-I 
C 

Regular Special Special Entry » 
:;0 

PLD Name PLD# Plan Plan Plan COLA Date -» 
Androscoggin County 67 AI 2 Yes 7/1/94 r 
Androscoggin Valley COG 231 A Yes 7/1/96 < 
Aroostook County 106 A Yes 7/1/94 » 
Aubul1l Housing Authority 145 A Yes 7/1/94 r 
Aubul1l Lewiston Airport 256 A Yes 7/1/96 C 
Aubul1l Public Library 43 A-I No 7/1/96 » 
Aubul1l Water and Sewer District 52 A Yes 7/1/94 -I -Augusta Sanitary District 7/1/94 64 A Yes 0 
Augusta Water District 34 A Yes 7/1/94 Z 
Bangor Housing Authority 288 A Yes 7/1/94 .. 
Bangor Public Library 22 A Yes 7/1/96 () 
Bangor Water District 59 B2 Yes 7/1/96 0 
Bath Water District 19 A Yes 7/1/94 Z 
Belfast Water District 132 A Yes 7/1/95 (J) 
Berwick Sewer District 207 A Yes 7/1/94 0 
Boothbay Harbor Water District 21 A Yes 7/1/96 r 
Brewer Housing Authority 248 A Yes 7/1/94 -0 
Brewer Water District 68 A-I No 7/1/96 » 
Bridgton Water District 253 A-I No 7/1/96 -I 
Brunswick Fire and Police 292 2 FO 7/1/97 fTI 
Bnmswick Public Library 273 A FO 7/1/95 0 
Brunswick Sewer District 72 A Yes 7/1/96 

1] 
Caribou Police and Fire 208 A-I I-A 2-A No 7/1/96 r 
Canabasett Valley 277 A FO 7/1/94 » 
Cheverus High School 203 2-A No 7/1/96 Z 
City of Aubul1l 27 A 2 Yes 7/1/94 
City of Augusta 23 A 1 2 Yes 7/1/94 'TI 
City of Bangor 20 A 1 2 Yes 7/1/96 0 
City of Bath 73 2 3 Yes 7/1/96 :;0 

City of Belfast 35 A 2 Yes 7/1/96 1] 
City of Biddeford 158 A-I No 7/1/96 » 
City of Brewer 63 A 2 Yes 7/1/96 :;0 
City of Calais 36 A FO 7/1/96 -I -City of Ellsworth 13 A 4 Yes 7/1/95 () 
City of Gardiner 24 A-I 3-A No 7/1/96 

1] 
City of Hallowell 160 A Yes 7/1/96 » City of Lewiston 48 A 1 2 Yes 7/1/96 -I 
City of Old Town III A-I 2-A No 7/1/95 -
City of Portland 2 A 1 2 Yes 7/1/95 Z 
City of Rockland 18 A 3 Yes 7/1/95 G) 
City of Sa co 192 A-I 2-A No 7/1/95 r 
City of South Portland 9 A 2 Yes 7/1/95 0 
Community School District #12 252 A Yes 7/1/96 () 
Community School District # 915 233 A Yes 7/1/95 » 
Corinna Sewer District 251 A-I No 7/1/96 r 
Cumberland County 5 A Yes 7/1/96 0 
Dover-Foxcroft Water District 137 A Yes 7/1/94 -
Eagle Lake Water & Sewer District 274 A Yes 7/1/96 (J) 

Erskine Academy 249 A-I No 7/1/94 -I 
Falmouth Memorial Library 58 A Yes 7/1/96 :;0 -Fmmington Village Corp. 118 A-I No 7/1/94 () 
Fort Fairfield Housing Authority 275 A FO 7/1/94 -I 
Fort Fairfield Utilities District 131 A Yes 7/1/96 (J) 

Gardiner Water District 221 A-I No 7/1/94 
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PARTICIPATING LOCAL DISTRICTS PLAN ELECTIONS 

00 ( continued) I-
U -~ 
I- Regular Special Special Entry 
00. PLD Name PLD# Plan Plan Plan COLA Date -0 
..J Gould Academy 205 A-I No 7/1/96 

« Hampden Water District 183 A-I No 7/1/96 

U Hancock County 56 A Yes 7/1/94 

0 Houlton Water District 26 A Yes 7/1/95 

..J Indian Township Tribal Gov't 244 A-I No 7/1/96 

C) 
Jaclanan Water District 226 A Yes 7/1/96 
Kennebec County 47 A Yes 7/1/95 

Z Kennebec Sanitary Treatment District 220 A FO 7/1/95 -I- Kennebec Water District 31 A Yes 7/1/96 

« Kennebunk Light and Power Co. 62 A Yes 7/1/94 
D.. Kennebunk Sewer District 201 A-I No 7/1/94 - Kennebunk, Kennebunkport & Wells U - Water District 255 A-I No 7/1/96 
I- Kittery Water District 12 A Yes 7/1/94 
~ Lew/Aub. Water Pollution Control « Authority 163 A FO 7/1/96 
D.. Lewiston Housing Authority 154 A Yes 7/1/94 
~ Lewiston-Auburn 9-1-1 291 A Yes 7/1/94 
0 Lincoln Academy 134 A Yes 7/1/94 
l:L. Lincoln Sanitary District 219 A Yes 7/1/94 

Z Lincoln Water District 92 A Yes 7/1/95 

« Lisbon Water Department 243 A-I No 7/1/96 

..J Livermore Falls Water District 32 A Yes 7/1/94 
D.. Lubec Water And Electric District 88 A Yes 7/1/96 

0 Madawaska Water District 236 A Yes 7/1/94 

lLI Maine County Commissioners Assoc. 225 A-I No 7/1/96 

I- Maine Maritime Academy 38 A 2 Yes 7/1/96 

« Maine Municipal Bond Bank 93 A Yes 7 /1/95 

0 Maine School Management Association 239 A Yes 7/1/94 - Maine State Retirement System 290 A Yes 7/1/94 
..J 
0 Maine Turnpike Authority 49 A Yes 7/1/94 

00 Maine Veterans Home 271 A Yes 7/1/94 

Z Mars Hill Utility District 283 A Yes 7/1/94 

0 ME Secondary School Principals Assoc. 105 A Yes 7/1/94 

U Mechanic Falls Sanitary District 282 A-I No 7/1/94 
Milo Water District 238 A-I No 7/1/96 .. 
Mt. Desert Island Reg. School District 120 A Yes 7/1/96 "'7 - Norway Water District 136 A-I No 7/1/95 0 - Old Town Housing Authority 262 A FO 7/1/94 

I- Old Town Water District 79 A-I No 7/1/94 « Oxford County 57 A Yes 7/1/94 
:J Paris Utility District 159 A Yes 7/1/95 
..J 

~ 
Penobscot County 11 A Yes 7/1/94 
Penquis Cap Inc. 237 A-I No 7/1/95 

..J 
Piscataquis County 121 A Yes 7/1/94 
Pleasant Point Passamaquoddy 165 A Yes 7/1/96 « Portland Housing Authority 185 A Yes 7/1/94 -~ Portland Public Library 41 A Yes 7/1/95 

« Richmond Utilities District 242 A-I No 7/1/94 

:J Rumford Fire and Police 60 A 3 4 Yes 7/1/95 
I- Rumford/Mexico Sewerage District 247 A Yes 7/1/96 
U Rumford Water District 65 A Yes 7/1/95 
« Sanford Housing Authority 152 A Yes 7/1/96 
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PARTICIPATING LOCAL DISTRICTS PLAN ELECTIONS 

( continued) » 
() 
-i 
C 

Regular Special Special Entry » 
PLDName PLD# Plan Plan Plan COLA Date ;0 -» 
Sanford Sewerage District 89 A-I No 7/1/94 r 
Sanford Water District 170 A-I No 7/1/96 < 
School Administrative District No.9 119 A Yes 7/1/95 » 
School Administrative District No. 13 223 A Yes 7/1/96 r 
School Administrative District No. 16 190 A-I No 7/1/94 C 
School Administrative District No. 21 211 A-I No 7/1/96 » 
School Administrative District No. 29 168 A Yes 7/1/96 -i -School Administrative District No. 31 50 7/1/94 A FO 0 
School Administrative District No. 41 143 A Yes 7/1/96 Z 
School Administrative District No. 49 189 A-I No 7/1/95 .. 
School Administrative District No. 51 198 A-I No 7/1/96 () 
School Administrative District No. 53 129 A-I No 7/1/96 0 
School Administrative District No. 54 115 A Yes 7/1/96 Z 
School Administrative District No. 60 187 A-I No 7/1/94 (J) 
School Administrative District No. 67 126 A Yes 7/1/96 0 
School Administrative District No. 71 128 A-I No 7/1/96 r 
Searsport Water District 124 A-I No 7/1/96 -0 
So.PenobscotVoc. School Reg. #4 269 A-I No 7/1/96 » 
So. Portland Housing Authority 206 A-I No 7/1/96 -i 
Somerset County 101 A Yes 7/1/94 f11 
South Berwick Water 171 2 Yes 7/1/96 0 
Town of Baileyville 69 A-I 3-A No 7/1/96 

1) 
Town of Bar Harbor 15 A 4 Yes 7/1/95 
Town of Berwick 108 A-I No 7/1/96 r » 
Town of Bethel 246 A Yes 7/1/96 Z 
Town of Boothbay Harbor 146 A FO 7/1/96 
Town of Brunswick 42 A-I I-A 2-A No 7/1/95 'T( 

Town of Bucksport 130 A-I No 7/1/95 0 
Town of Camden 8 A-I No 7/1/94 ;0 

Town of China 235 A-I No 7/1/96 1) 
Town of Corinna 217 A-I No 7/1/96 » 
Town of Cumberland 216 B3 Yes 7/1/95 ;0 
Town of Dexter 97 A Yes 7/1/96 -i -Town of Dover-Foxcroft 167 A-I 711 /95 No () 
Town of Durham 234 A-I No 711 /96 -
Town of East Millinocket 54 A 2 Yes 7/1/96 1) 

Town of Easton 240 A Yes 7/1/94 » 
-i 

Town of Eliot 180 A 4 Yes 7/1/94 -
Town of Fairfield 260 A-I 2-A No 7/1/95 Z 
Town of Falmouth 87 A Yes 7/1/96 en 
Town of Farmington 100 A 4 Yes 7/1/95 r 
Town of Frenchville 98 A-I No 7/1/96 0 
Town ofFlyeburg 149 A-I No 7/1/96 () 
Town of Glenburn 174 A Yes 7/1/94 » 
Town of Gorham 133 A 2 4 Yes 711 /96 r 
Town of Greenville 112 A Yes 711/96 0 
Town of Hampden 151 A-I No 7/1/96 -Town of Harpswell 270 A Yes 7/1/94 (J) 

Town of Harrison 280 B4 Yes 7/1/94 -i 
Town of Hermon 150 A-I No 7/1/96 ;0 -Town of Hodgdon 215 A-I No 7/1/96 () 
Town of Houlton 10 A-I No 7/1/96 -i 
Town of Jay 45 A Yes 7/1/94 (J) 

Town of Kennebunk 84 A 2 Yes 7/1/96 
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PARTICIPATING LOCAL DISTRICTS PLAN ELECTIONS 

(J) (continued) 
I-
U -0:: 
I- Regular Special Special Entry 
(J) PLDName PLD# Plan Plan Plan COLA Date - --

0 
Town of Kennebunkport 188 7/1/96 

..J 
A-I I-A No 

« Town of Kittery 14 A 1 2 Yes 7 /1/95 

U Town of Lebanon 181 A-I No 7/1/96 
Town of Lincoln 76 A-I 3-A No 7/1/96 

0 Town of Linneus 214 A-I No 7/1/96 
..J Town of Lisbon 103 A Yes 7/1/96 
C) Town of Livermore Falls 109 A-I No 7/1/96 
Z Town of Lovell 276 A Yes 7/1/96 - Town of Lubec 228 A-I No 7/1/96 I-« Town of Madawaska 82 A Yes 7/1/96 

a.. Town of Mapleton 265 A Yes 7/1/96 - Town of Mars Hill 227 A Yes 7/1/96 
U - Town of Mechanic Falls 114 A FO 7/1/94 
I- Town of Medway 194 A Yes 7/1/96 
0:: Town of Mexico 74 A Yes 7/1/96 
« Town of Milford 186 A-I No 7/1/96 
a.. Town of Millinocket 3 A 3 4 Yes 7/1/96 

0:: Town of Monson 184 A-I No 7/1/96 

0 Town of Mt. Desert 16 A Yes 711196 
lL. Town of New Gloucester 210 A-I No 7/1/95 

Z Town of North Berwick 254 A-I I-A No 7/1/96 

« Town of Norway 125 A-I No 7/1/96 

..J Town of Orland 166 A-I No 7/1/96 

a.. Town of Orono 61 A-I 4-A No 7/1/96 

0 Town of Orrington 209 A-I No 7/1/95 

W Town of Otis field 193 A FO 7/1/96 

I- Town of Oxford 200 A-I No 7/1/96 

« Town of Paris 127 A-I No 7/1/96 

0 Town of Phippsburg 202 A Yes 7/1/96 - Town of Pittsfield 110 A-I No 7/1/96 
..J Town of Princeton 258 A-I No 7/1/96 
0 Town of Rockport 161 A-I No 7/1/96 
(J) 
Z Town of Rumford 90 A Yes 7/1/95 

Town of Sabattus 175 A-I No 7/1/96 
0 Town of Sanford 83 A-I I-A 4-A No 7/1/95 
U Town of Scarborough 147 A 2 Yes 7/1/96 .. 

Town of Searsport 117 A-I No 7/1/96 
Z 
0 Town of Skowhegan 80 A 3 Yes 711196 

- Town of South Berwick 141 A FO 7/1/96 
I- Town of St. Agatha 30 A-I No 7/1/96 
« Town of Topsham 81 A 2 Yes 7/1/96 
:J Town of Van Buren 182 A Yes 7/1/95 
..J Town of Vassalboro 153 A Yes 7/1/96 « Town of Waldoboro 195 A 3 Yes 7/1/95 
> Town of Washburn 230 A-I No 7/1/94 
..J Town of Wells 107 A 3 Yes 7/1/95 
« Town of Winslow 144 A-I No 7/1/96 -0:: Town of Winthrop 179 A-I No 7/1/94 

« Town of Yarmouth 116 A 2 Yes 7/1/96 

:J Town of York 28 A 4 Yes 7/1/94 

I- Tri Community Sanitary Landfill 267 A Yes 7/1/96 

U Van Buren Housing Authority 229 A Yes 7/1/95 

« Waldo County 46 A Yes 7/1/94 
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PARTICIPATING LOCAL DISTRICTS PLAN ELECTIONS 
(continued) 

Regular Special Special 
PLDName PLD# Plan Plan Plan COLA 

Waldo Reg. Voc. Ctr. Region #7 224 A-I No 
Washington County 40 A Yes 
Waterville Fire and Police 66 A-I 3-A No 
Waterville Sewerage District 222 A Yes 
Wells Ogunquit CSD 266 A FO 
Westbrook Housing Authority 259 A Yes 
Winter Harbor Utility District 250 A Yes 
Yarmouth Water District 278 A Yes 
York County 37 A 2 Yes 
York Sewer District 139 A-I No 
York Water District 39 A Yes 

Notes: 

Entry 
Date 

7/1/96 
7/1/96 
7/1/96 
7/1/94 
7/1/95 
7/1/96 
7/1/95 
7/1/94 
7/1/96 
7/1/94 
7/1/96 

FO = Future Service COLA only, that is, for benefits attributable to service rendered after the PLD's entry date. 

Employees hired prior to July 1, 1997 and who are members of the System are covered under Special Plan #1. 
Corrections Officers and Law Enforcement Officers hired on or after July 1, 1997, will be covered under Special 
Plan #2. All other employees hired on or after July 1,1997, will be covered under Regular Plan A. 

Applicable to all new hires after July 1, 1996. All members in the PLD at July 1, 1996 elected to remain in the 
1/50 Plan under Regular Plan A. 

Applicable to all new hires after July 1,1995. All members in the PLD at July 1,1995 elected to remain in the 
1/50 Plan under Regular Plan A. 

Applicable to all new hires after July 1, 1994. All members in the PLD at July 1, 1994 elected to remain in the 
1/50 Plan lUlder Regular Plan A. 
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APPENDIX B 
MEMBER AND BENEFITS RECIPIENTS 

DATA AND PROFILES 
ACTIVE MEMBER DATA AS OF JUNE 30, 1998 

Regular Plans Members 

Count 
Average Current Age 
Average Service 
Average Valuation Pay 

Special Plans Members 

Count 
Average Current Age 
Average Service 
Average Valuation Pay 

All Plans Members 

Count 
Average Current Age 
Average Service 
Average Valuation Pay 

7,163 
44.7 

8.3 
$ 23,570 

1,526 
39.5 
ll.8 

$ 35,839 

8,689 
43.8 

9.0 
$ 25,725 



BENEFIT RECIPIENT AND INACTIVE VESTED MEMBER DATA 
AS OF JUNE 30, 1998 

REGULAR PLANS 

Retired Members, Beneficiaries, Disabled Members and Survivors 

Count 
Total Annual Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual Deferred Benefit (Payable at Normal Retirement Age) 
Average Annual Deferred Benefit (Payable at Normal Retirement Age) 

SPECIAL PLANS 

Retired Members, Beneficiaries, Disabled Members and Survivors 

Count 
Total Ammal Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual Deferred Benefit (Payable at Normal Retirement Age) 
Average Annual Defened Benefit (Payable at Normal Retirement Age) 

4,423 
$ 28,539,254 
$ 6,452 

211 
$ 1,167,261 
$ 5,532 

1,510 
$ 20,018,958 
$ 13,258 

$ 
$ 

8 
28,097 

3,512 
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BENEFIT RECIPIENT AND INACTIVE VESTED MEMBER DATA 

~ AS OF JUNE 30, 1998 
U (continued) -0::: 
I-
00 -o 
..J 
« 
U 
o 
..J 
(!) 
Z 

~ a.. -U -I-
0::: 
« a.. 
0::: 
o 
I..L. 
Z 
« 
..J a.. 
o w 
I-« o -..J 
o 
00 z 
o 
U .. 
Z 
o -I-« 
:J 
..J 

~ 
..J « -0::: 
« 
:J 
I­
U 
« 

128 

ALL PLANS 

Retired Members, Beneficiaries, Disabled Members and Survivors 

Count 
Total Annual Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual Deferred Benefit (Payable at Nonnal Retirement Age) 
Avg. Annual Deferred Benefit (Payable at Normal Retirement Age) 

5,933 
$ 48,558,212 
$ 8,184 

219 
$ 1,195,358 
$ 5,458 



APPENDIX C 
SUMMARY OF PLAN PROVISIONS 

1. Member Contributions 

Members are required to contribute a percent of earnable compensation which varies by plan as follows: 

Regular A & A-I 
Regular B 
Special 1 & I-A 
Special 2 & 2-A 
Special 3 & 3-A 
Special 4 & 4-A 

6.5% 
3.0% 
6.5% 
6.5% 
8.0% for first 25 years, 6.5% after 
7.5% for first 25 years, 6.5% after 

2. Average Final Compensation 

For purposes of determining benefits payable under the plan, average final compensation is the average 
annual rate of earnable compensation for the 3 years of creditable service (not necessarily consecutive) which 
produce the highest such average. 

3. Creditable Service 

Creditable service includes service while a member, certain service prior to the establishment of the plan, 
purchased militmy service credit, and service while receiving disability benefits under the plan. 

4. Service Retirement Benefits 

Regular Plan A 

Eligibility: (f in active service - 25 years of creditable service or at least one year of creditable service 
immediately before retirement and at least normal retirement age. 

Benefit: 

({not in active service - at least 10 years of creditable service and at least normal retirement 
age. 

1/50 of average final compensation multiplied by years of membership service under 
Consolidated Plan A plus a variable percentage of average final compensation multiplied 
by years of service under any previous plans (the percentage depends on the previous 
planes)), the sum of which is reduced by approximately 2-114% for each year that a member 
is younger than age 60 at retirement. 

Form of payment: life milluity ("full benefit"), unless an optional method of payment is selected. 

Cost of Living Adjustment: See item 10. 

Regular Plan A-I 

This benefit plan is the same as Regular Benefit Plan A, except that there is no provision for cost ofliving 
adjustments. 
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Regular Plan B 

SUMMARY OF PLAN PROVISIONS 
( continued) 

Eligibility: if ill active sel1!ice - 25 years of creditable service or at least one year of creditable service 

Benefit: 

immediately before retirement and at least nonnal retirement age. . 

ifnot in active service - at least 10 years of creditable service and at least normal retirement 
age . 

11100 of average final compensation multiplied by years of membership service under 
Consolidated Plan B plus a variable percentage of average final compensation multiplied 
by years of service under any previous plans (the percentage depends on the previous 
planes)), the sum of which is reduced by approximately 2-114% for each year that a member 
is younger than age 60 at retirement. 

Form of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost of Living Adjustment: See item 10. 

Special Plan 1 

Eligibility: 20 years of creditable service in named positions. 

Benefit: 112 of average final compensation plus 2% for each year of service in excess of 20. 

Form of payment: life a1111uity ("full benefit"), unless an optional method of payment is selected . 

Cost of Living Adjustment: See item 10. 

Special Plan I-A 

This benefit plan is identical to Special Benefit Plan 1, except that there is no provision for cost ofliving 
adjustments. 

Special Plan 2 

Eligibility: 25 years of creditable service in named positions. 

Benefit: 112 average final compensation plus 2% for each year of service in excess of 25. 

Form of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost of Living Adjustment: See item 10. 

Special Plan 2-A 

This benefit plan is identical to Special Benefit Plan 2, except that there is no provision for cost ofliving 
adjustments. 



Special Plan 3 

SUMMARY OF PLAN PROVISIONS 
(continued) 

Eligibility: 25 years of creditable service in named positions. 

Benefit: 2/3 of average final compensation plus 2% for each year of service in excess of 25. 

Form of payment: life atmuity ("full benefit"), unless an optional method of payment is selected. 

Cost of Living Adjustment: See item 10. 

Special Plan 3-A 

This benefit is identical to Special Benefit Plan 3, except that there is no provision for cost of living 
adjustments. 

Special Plan 4 

Eligibility: Age 55 with 25 years of creditable service in named positions. 

Benefit: 2% of average final compensation for each year of service. 

Form of payment: life al1l1uity ("full benefit"), unless an optional method of payment is selected. 

Cost of Living Adjustment: See item 10. 

Special Plan 4-A 

This benefit plan is identical to Special Benefit Plan 4, except that there is no provision for cost ofliving 
adjustments. 

If Special Plan members fail to meet the Special Plan eligibility criteria, their service retirement benefits are those 
provided by the applicable underlying Regular Plan; Special Plan service credits are used toward Regular Plan 
eligibility requirements. 

5. Pre-Retirement Accidental Death Benefits 

Eligibility: death resulting from a "job-related" injury, as defined in the MSRS stahltes. 

Benefit: A surviving spouse receives 66-2/3% of average final compensation. Ifthere are surviving 
dependent child(ren), regardless of whether there is a surviving spouse, the benefit is 100% 
of average final compensation. 

6. Pre-Retirement Ordinary Death Benefits 

Eligibility: death resulting from a cause other than a "job-related" injury. 

Benefit: Option 2 (see item 11) is automatically available, with benefits payable to designated 
beneficiary, spouse, child(ren), or parents; however, beneficiary may elect survivor benefits 
in monthly amounts varying by the number of eligible survivors. Otherwise, accumulated 
contributions are payable. 

1998 

» 
() 
-I 
C » 
;0 -» r 
< » r 
C 
» 
-I -o z 
() 
o z 
(I) 
o 
r -o 
~ 
J'11 o 
'1J 

> Z 
'iJ o 
;0 

'1J » 
;0 
-I -() -'1J » 
-I -Z 
G) 

r o 
() 
» 
r 
o .... 
(I) 
-I 
;0 --() 
-I 
(I) 

131 



1998 

en 
I-
u -ft 
I­en -Q 
...J « u o 
...J 

C> 
Z 
j: 
« 
D.. -U 
j: 
ft 
« 
D.. 
ft o 
IJ.. 

z 
« 
...J 
D.. 
Q 
W 
I­« 
Q 
J 
o 
(f) 
z o 
u 
z 
o 
j: 
« 
:J 
...J 
« 
> 
...J 
« -ft « 
:J 
I­
U 
« 

132 

SUMMARY OF PLAN PROVISIONS 
( continued) 

7. Age-Limit Disability Benefits 

Eligibility: Disabled as defined in the MSRS statutes, prior to nonnal retirement age, employed prior 
to October 16, 1992 and did not elect No-Age Disability Benefits . 

Benefit: 66-2/3% of average final compensation paid so long as remain disabled until the service 
retirement benefit is equal or until 10 years after nonnal retirement age, whichever comes 
first. 

8. No-Age Disability Benefits 

Eligibility: Disabled as defined in the MSRS statutes, employed on or after October 16, 1992, or 
employed prior to October 16, 1992 and elected No-Age Disability. 

Benefit: 59% of average final compensation paid so long as remain disabled until service retirement 
benefit is equal. 

9. Refund of Contributions 

Eligibility: termination of service other than by retirement or death. 

Benefit: member's accumulated contributions with interest. 

10. Cost of Living Adjustments 

All retirement (and survivor) benefits payable to (or in relation to) benefit recipients who were employed by 
a PLD that elected a plan which provides for a COLA are adjusted each year that there is a percentage change 
in the Consumer Price Index, based on the Index. Cost of living adjustments are effective September 1 and 
are applied to all benefits which have been in payment for six months. The maximum annual increase or 
decrease is 4%. 

11. Methods of Payment of Service Retirement Benefits 

At retirement, a member must choose one of the following methods of payment: 

Full Benefit: 

Option 1: 

Option 2: 

Option 3: 

Option 4: 

Unadjusted benefit paid for the life of the member only. 

Cash payment equal to the remaining employee contribution balance, if any, at the 
date of death (the employee contribution balance having been reduced each month 
by the portion ofthe monthly benefit deemed to be provided by employee contribu­
tions). 

Reduced retirement benefit payable for life to member; after death, benefit of same 
amount as the retiree's benefit payable to beneficiary for beneficiary's life . 

Reduced retirement benefit payable for life to member; after death, benefit of one­
half the amount of the retiree's benefit payable to beneficiary for beneficiary's life . 

Any other method of benefit payment that provides a benefit that is actuarially 
equivalent to the full benefit and is approved by the Board. 



APPENDIXD 
ACTUARIAL ASSUMPTIONS AND METHODS 

A. Actuarial Assumptions 

l. Annual Rate of Investment Rehl111 

2. Cost of Living Increases in Benefits 

3. Annual Rate of Salary Increase 

4. Rates of 
Termination 
at Selected Ages* 

5. Rates of Active 
Healthy Life 
Mortality at 
Selected Ages 
(number of deaths 
per 10,000 members)** 

6. Rates of Inactive 
Healthy Life 
Mortality at 
Selected Ages 
(number of 
deaths per 
10,000 members) 

Age 

25 
30 
35 
40 
45 
50 
55 

Age 

25 
30 
35 
40 
45 
50 
55 

Age 

25 
30 
35 
40 
45 
50 
55 

8.0% 

4.0% 

5.5% 

Regular & Special 
Plan Members 

% Leaving 

Male 

7 
9 
9 

12 
17 
28 
48 

7.0% 
6.0 
5.0 
4.0 
3.0 
2.0 
l.0 

Female 

3 
4 
5 
8 

10 
15 
25 

Regular & Special 
Plan Members 

Male Female 

6 
8 

11 
16 
29 
53 
85 

3 
5 
7 
9 

14 
22 
33 

l\lembers with ten or more years of service are assumed to elect deferred vested bene/its; other terminations are assumed to elect 

refimds. 

** For Regulars, 5% of deaths are assumed to be accidental; for Specials, 20% o.fdeaths are assumed to be accidental. 
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ACTUARIAL ASSUMPTIONS AND METHODS 
(continued) 

7. Rates of Mortality 
for Future 
Anticipated 
Disableds at 
Selected Ages 
(number of 
deaths per 
10,000 members) 

8. Rates of 
Disabled Life 
Mortality at 
Selected Ages 
(number of 
deaths per 
10,000 members) 

9. Rates of 
Retirement at 
Selected Ages 
(number retiring 
per 1,000 members) 

Age 

25 
30 
35 
40 
45 
50 
55 
60 
65 
70 

Age 

25 
30 
35 
40 
45 
50 
55 
60 
65 
70 

Age 

45 
50 
55 
59 
60 

Male Female 

92 72 
112 89 
134 109 
160 126 
193 144 
236 165 
295 191 
362 226 
446 272 
576 331 

Male Female 

391 528 
315 467 
321 326 
332 215 
349 191 
376 207 
420 240 
488 288 
595 366 
763 487 

Regular Plan Special Plan 

25 * 
38 
50 
60 

1000 

* Assumed to retirell'ilell eligible/or retiremellt. - i.e .. , a.iter 20years olservice ill Special Plan], after 25 years of~'enlice ill Special Plm/s 
2 and 3, and at the later ol age 55 or 25 years o.lservice ill Special Plan 4. 

10. Rates of Age Regular Plan Special Plan 
Disability at 
Selected Ages 25 6 13 
(number becoming disabled 30 6 13 
per 10,000 members) * * 35 7 14 

40 11 18 
45 22 29 
50 42 49 
55 72 79 

a::: ** Disabilities are assumed to be 75% non-service cOJll1ected/or Regular employees am125% lion-service connectedfor Police and Fire. 
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11. Family 
Composition 
Assumptions 

ACTUARIAL ASSUMPTIONS AND METHODS 
(continued) 

80% of active members are married and have two children born when the member is 24 and 
28; children are dependent until age 18; spouses are same age; member has no dependent 
parents; unmarried members have beneficiaries entitled to benefits worth 80% as much as 
those of married members' beneficiaries. 

B. Actuarial Methods 

1. Funding Method 

The Entry Age Normal method is used to determine costs. Under this funding method, the total employer 
contribution rate is detennined which consists of two elements, the normal cost rate and the pooled unfunded 
actuarial liability (PUAL) rate. The actual contribution for a given PLD will include an lUUAL payment as 
well. 

For each Regular and Special Plan, a normal cost rate is determined for the average new entrant. This rate 
is determined by taking the value, as of age at entry into the plan, of the member's projected future benefits, 
reducing it by the value offuture member contributions, and dividing it by the value, also as of the member's 
entry age, of the member's expected future salary. 

In addition to normal cost contributions calculated per plan, the employers in each plan are required to make 
contributions to fund that plan's pooled unfunded actuarial liability, if any. The actuarial liability is defined 
as the present value of future benefits less the present value of future normal costs, less future member 
contributions, and less expected lUUAL payments. The pooled unfunded actuarial liability is the total of the 
actuarial liability for all members less the actuarial value of the Plan's assets. The actuarial liability includes 
projections of future member pay increases and future service credits. 

The Initial Unpooled Unfunded Actuarial Liability (IUUAL) was calculated at entry into the Consolidated 
Plan for each PLD. These amounts are amortized by aru1Ual payments over a fixed number of years. Additional 
unfunded liability amounts which arise after entry to the Consolidated Plan will be pooled and amortized over 
15 years. 

2. Asset Valuation Method 

For purposes of the June 30, 1998, actuarial valuation, assets are valued at an "actuarial value" as described 
in Part II. 
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