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Dale McCormick, 

State Treasurer 

I am pleased to present this Comprehensive Annual Financial Report of the Maine State Retirement System ("MSRS" or the 
"System") for the fiscal year ended June 30, 2004 in accordance with the requirements of 5 M.R.S.A. § 17 102. This report is written 
so as to conform to the requirements of the Governmental Accounting Standards Board (GASB). Management takes full 
responsibility for the accuracy, completeness and fairness of the representations made in this repo1t. 

OVERVIEW OF ANNUAL REPORT 

This Comprehensive Annual Financial Report ("CAFR" or "Annual Repo1t"), taken as a whole, provides detail on all aspects 
of the System. You will notice changes from last year's repo1i due to the System's plan to submitthis year's CAFR to the Government 
Finance Officers Association's (GFOA) Certificate of Achievement for Excellence in Financial Repo1t ing Program. One 
significant change is that some of the detailed info1mation about the System appears in this Letter of Transmittal rather than in the 
Management's Discussion and Analysis section of the financial statements. 

The CAFR is made up of five sections. The Introductory Section presents this Letter of Transmittal, identifies the members 
of the System's Board of Trustees, sets out the names and positions of the System's senior administrative staff, provides an 
organizational cha1i reflecting the System's administrative staff, lists the principal professional consultants that provided services 
to the System in FY 2004 and includes the Legislative Update for the second regular and second special sessions of the 121 st Maine 
Legislature. The Financial Section includes the report of the System's independent auditors and the System's audited financial 
statements for the fiscal year ended June 30, 2004 with their Notes, Required Supplementa1y Information and notes to 
supplementa1y information. Management's Discussion and Analysis (MD&A) is contained in this section. The fum ofKPMG 
has perfo1med its first audit of the System's financial information. Tmst fund balances by System employer/program are also 
included in this Section, as well as financial info1mation on the Group Life Insurance program. The Investment Section presents 
detail, at June 30, 2004, of principal investments for the Retirement System defined benefit plan and Group Life Insurance program. 
Additional information on investments is found in the MD&A, financial statements and Notes . The Actuarial Section includes the 
June 30, 2003 actuarial valuations for the four retirement programs administered by the System: the State employee and teacher 
program, the legislative program, the judicial program and the program of the Consolidated Plan for Participating Local Districts, 
or PLDs. (Valuations for the several non-consolidated PLDs are not included but are available from the System.) The Statistical 
Section includes selected data thought to be of interest or useful to persons interested in the Retirement System. 

OVERVIEW OF THE SYSTEM 

INTRODUCTION 

The Maine State Retirement System is an independent public agency of the State of Maine that traces its histo1y to 1942. By 
the authority granted to it by the Maine State Legislature, the Maine State Retirement System administers retirement programs that 
cover State employees, the State's public school teachers, judges, legislators, and employees of the 267 municipalities and other 
public entities, called "pa1ticipating local districts" (PLDs), that have chosen to provide retirement plans through the MSRS. The 
System is also responsible for the payment of retirement and survivors' benefits to fonner governors and their surviving spouses. 
In addition, the System also administers a Group Life Insurance Program. This program provides or makes available life insurance 
benefits for active and retired System members and for the employees of a few local districts for whom the MSRS administers only 
the group life insurance program. 
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BOARD OF TRUSTEES 

The responsibility for the operation of the Maine State Retirement System is held by the System's Board ofTmstees, which is 
composed of eight members. State law specifies the Board's composition. Thela:w requires that each individual appointed to service 
as a tlustee is subject to the legislative confomation process. All appointed tlustees are required to have "a working knowledge 
of retirement policy and legal issues and a general knowledge and understanding of banking, finance and investment practices." 
Three tmstees are Retirement System members, one of whom is proposed and elected by the Maine Education Association. one 
of whom is proposed and elected by the Maine State Employees Association and one of whom is a PLD member proposed by the 
governing body of the Maine Municipal Association. Fom n·ustees 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 a list of nominees submitted by State and/or PLD retirees. The remaining tv.•o appointees are direct gubernatorial 
appointments, both of whom must be qualified through n·aining or experience in the field of investments, accounting, banking or 
insmance or as actuaries. The eighth tmstee is the State Treasmer, who serves ex-officio. All trustee te1ms are three years, except 
for the tv.•o-year tenn of the State Treasmer. The Board annually elects its chair and vice chair from its members. 

The Board confl·acts for the services of an actuary, cwTently the finn of Milliman USA, to prepare annual valuations of the assets 
and liabilities of each of the retirement programs administered by the System. The actua1y also provides information and 
recommendations as to sound and appropriate actuarial asswnptions, which are utilized, together with valuation information, to 
detennine the programs' funding requirements. 

The Board's management ofMSRS investments is governed by its investment policy. The policy states the Board's underlying 
investment objectives, sets out the investment strategies intended to realize the objectives and establishes guidelines and criteria 
for implementation of the sn·ategies. The Board currently contracts with the fom of Ennis Knupp and Associates to advise in the 
development of the investment policy and the canying out of 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 adminisn·ative appeals process for the making of such decisions, through which the relevant factual information and 
legal requirements are identified and analyzed by Hearing Officers who serve under contract. In decisions on disability retirement 
appeals, statutorily established medical boards and individual medical advisors provide recollllllendations as to the medical aspects 
of disability. The Board's final administrative decisions are appealable to Superior Comt. 

ADMINISTRATION 

The Office of the Executive Director has overall administrative responsibility for the System. The Executive Director oversees 
all actuarial work and investments and has administrative responsibility for the internal audit function. Actuarial work is canied 
out with the assistance of an actua1y; investment operations are carried out with the assistance of the System's Chief Investment 
Officer, an investment consultant, investment managers and other appropriate consultants. In addition, the Office perfonns the 
executive functions of the System, prepares and manages the administrative budget, and has day-to-day responsibility for 
legislative matters; appeals; federal, state, and local governmental relations; planning; organizational development; and numerous 
special projects, including the System's long-tenn automation project. 

The Depa1tment of Service Programs administers the service and disability retirement programs, employer programs, swv ivor 
benefit and group life insurance programs, and records management. The Department is the System's prima1y contact for members, 
employers, and benefit recipients, responding to requests for retirement or estimated benefits, as well as ensming the appropriate 
processing of historical member data into the Membership Recordkeeping System. 

The Depa1tment of Internal Services consists of three divisions. The Accounting and Finance Division has responsibility for 
MSRS accounting and financial management systems, as well as financial repo1ting and budget suppo1t. The Info1mation 
Technology Division acquires, develops, and suppo1ts the technology and telecommunications resomces used by staff to perform 
the work of the System, including programming and development of the Membership Recordkeeping System. The Payrolls 
Adminisn·ation Division processes the benefits payroll and member refunds programs of contributions. 

The Depa1tment of Administration includes the Hwnan Resomces, Suppo1t Se1v ices (mail and telephone reception), Facilities 
and Communications Divisions. The Depa1tment has principal accountability for staff-centered aspects of the System's 
management and development, including recmitment, labor relations, training, and employee payroll and benefits; administers the 
safety program; maintains the offices of MSRS; and provides mail and office services to the System. 
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RETIREMENT AND RELATED BENEFITS 

The System's primary responsibility is the administration of retirement plans. Retirement and related benefits provided by 
MSRS include: 

• service retirement benefits, which provide retirement income to a member after the member has reached qualification for 
retirement; 

• disability retirement benefits, which provide income to a member who becomes disabled (as defined by MSRS law) while 
the member is in service and before the member retires; and 

• death benefits, which are paid to a member's designated beneficiary(ies) if the member dies before retirement. 

Administration of these programs includes financial administration, investment administration, recordkeeping of members' 
work and compensation data, and administration of retirement-related services provided to members, employers and retirees. 

The System also administers two defined contribution retirement plans that are established under sections 40l (a) and 457 of 
the Internal Revenue Code. These plans are available to employees of those employers in the Consolidated Plan for PLDs that have 
adopted one or both of the plans. 

In addition to the System itself and all of its programs being established by and operating within the scope of Maine statutory 
law, the operation of the System's defined benefit retirement programs is also governed by provisions of the Maine Constitution, 
not all of which apply to all of the programs. 

MEMBERSHIP AND CONTRIBUTIONS 

State employees and teachers are covered under the Maine State Retirement System's State employe.e and teacher plan. State 
employees are required by law to become members of the MSRS when hired. There is an exception to this rnle for elected and 
appointed officials, for whom membership is optional. Public school teachers must also become members of the MSRS when hired. 
PLD employees become members of the MSRS when they are hired if their PLD participates in the MSRS at that time and if they 
meet the membership eligibility requirements in effect when they are hired. For some PLD employees membership is optional. 
These employees include those employed by their PLD before the PLD joined the MSRS, those covered by Social Security (if their 
employers provide Social Security under a federal section 218 agreement), those covered by an employer-sponsored qualified plan, 
employees not covered by the Municipal Public Employees Labor Relations Law, elected and appointed officials, and chief 
adrninistrative officers. 

The Maine Legislative Retirement System, also administered by the System, was established to provide a retirement plan for 
those serving in the Maine Legislature. Except as provided by statute, membership in the Maine Legislative Retirement System 
is mandatory for legislators entering service on or after December 3, 1986. Any Legislator who was a member under the State 
employee and teacher plan on December 2, 1986 had the option to continue to be a member instead of becoming a member under 
the Maine Legislative Retirement System. 

The Maine Judicial Retirement System was established to cover Maine's judges. Membership in the Maine Judicial Retirement 
System is a condition of employment for all judges serving on or after December 1, 1984. 

All members of each plan within the System contribute a percentage of their compensation to the System. The amount of the 
member contribution is set by statute and varies according to the plan under which a member is covered and other criteria set out 
in the law. Each employer also contributes to the System in an amount that is a percentage of total wages paid to members who are 
employees of that employer. The State pays the employer contribution on behalf of all teacher members as well as all State employee 
members. Employer contribution percentages are actuarially determined by plan and vary from year to year. MSRS membership 
terminates upon retirement, death, or refund of member contributions. Further details regarding plan provisions can be found 
elsewhere in this report in the actuarial valuation for each plan. 

The State's employer contribution on behalf of all State employees and all teachers has tv.•o components: (1) the normal cost 
contribution, which, with cun-ent member contributions, supports benefits CU11'ently being earned by active members and (2) the 
unfunded actuarial liability (UAL) contribution, which is payment on the amortized debt that represents the liability for benefits 
in excess of the amount supported by assets of the System. The Maine Constitution requires that the UAL be fully funded in not 
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more than 31 years from July 1, 1997. The Maine Legislature in 1998 and again in 2000 sho1t ened the Constitutional amortization 
period by a total of nine years. Effective July 1, 2003 for the tv.•o years of the then-beginning FY 2004-2005 biennium, the 
Legislature extended the period to the full extent of the then-remaining Constitutional period, to 25 and 24 years, respectively. The 
legislation that instituted this change also provides that effective July 1, 2005, the beginning of FY 2006, the amortization period 
reve1ts to the sho1tened period at year 14 thereof, requiring full payment of the UAL by the end of FY 2019. 

GROUP LIFE INSURANCE PROGRAM 

The Group Life Insurance Program is provided or made available to all State employees, public school teachers, and the 
employees of those PLDs that elect to offer the Program 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 employee's annual base 
compensation rounded up to the next $1,000), supplemental coverage for the employee and coverage for dependents are also 
available. 

OPERATING FUNDS 

The System's operating funds are provided by its participating employers. Total operating expenses for staff and all other costs 
of operation, with the exception of ce1tain investment-related expenses required by law to be paid directly from investments, are 
allocated among the System's three employer/employee groups (i.e., State employees, including for this purpose judges and 
legislators; teachers; PLDs). The allocation is based on the headcounts of members (including all active and inactive members 
except inactive nonvested members) and of benefit recipients for each group. The allocation methodology produces an operating 
cost rate for each employer/employee group. Operating funds for the State employer component are appropriated for the System 
to the State and transferred to the System at a calculated rate. The rate is applied to the State employee payroll. For the teacher 
component, operating funds are appropriated as a dollar amount, calculated by the application of the rate to projected teacher 
payrolls, that is a part of the total State appropriation for teacher retirement. Operating funds for the PLD component are collected 
by assessment across all PLD programs. The System's authority to expend funds for its operations is provided via annual legislation 
that establishes, for a given fiscal year, the amount of its operating budget. 

ACCOUNTING AND REPORTING 

The System, through its management staff, is responsible for establishing and maintaining an intemal control structure that 
protects assets from theft or misuse and ensures that financial record.keeping is complete and accurate. Management is also 
responsible for the completeness, accuracy and fair presentation of financial info1mation, and for all disclosures . This 
responsibility notably encompasses the System's financial statements themselves, including the amounts therein that, necessarily, 
are based on estimates and judgments. The System's financial statements have been prepared in accordance with generally accepted 
accounting principles applied on a consistent basis, in accordance with the standards and requirements of the Govemmental 
Accounting Standards Board (GASB) . The financial statements are presented in accordance with GASB Statement No. 25, 
Financial Repo1ting for Defined Benefit Plans, and GASB Statement No. 34, Basic Financial Statements - Management's 
Discussion and Analysis for State and Local Govemments. Financial info1mation presented throughout this Repo1t is consistent 
with the financial statements. The financial statements are prepared on the accrnal basis of accounting. 

The System also has an intemal audit program, staffed by one intemal auditor. This program is still in its infant stages and is 
focused on in-depth audits of intemal controls in all of the depa1tments at the System. The intemal auditor presents audit repo1ts 
to both management and the Audit Committee of the Board of Trnstees. 

The independent auditor, KPMG, has conducted an audit of the financial statements in accordance with, as stated in its audit 
repo1t , generally accepted auditing standards and including those tests and procedures KPMG deemed necessary to express its 
opinion in its audit repo1t. The auditors have unrestricted access to the Board and the Board's Audit Collllllittee to discuss the audit 
and its findings with respect to the integrity of the System's financial reporting and adequacy of the System's intemal controls. 

The System's defined benefit retirement plan responsibilities are administered as an agent multiple employer plan. Separate 
actuarial valuations are performed for each of the retirement programs that the Retirement System administers; contributions, 
inflows, and benefits payments are separately tracked and recorded, and separate trust fund balances are attributed to each such 
program. The System's financial statements, notes thereto and required supplementary information are prepared accordingly. As 
additional supplementary infonnation, the System includes with its financial statements a schedule that sets out in relevant detail 
the trust fund balances of the State employee and teacher program, the MJRS program, the MLRS program, and the program of 
the Consolidated Plan for PLDs and the nonconsolidated PLDs combined. 
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FUNDING OF DEFINED BENEFIT RETIREMENT PROGRAMS 

The System's defined benefit retirement programs are by far the dominant element in its financial activities and position. The 
design of defined benefit plans by nature presupposes that the retmn on invested contributions will supply a significant amount 
of the benefit-funding resources of such plans. When the investment markets do not provide the return expected, the resulting 
funding sho1tfall must be made up by employer contributions. For this reason, the perfo1mance of the investment markets is the 
single most significant factor affecting the financial activities or position of the System, and the effects of market perfonnance flow 
through to contributions made by its participating employers. As with all actuarially-funded defined benefit plans, the System 
utilizes actuarial methods and procedures that integrate short-term market behavior with the very long demographic time horizon 
of the plan. This actuarial "smoothing" of investment results moderates the volatility of employer contribution requirements and 
the budget effects thereof. Finally, while investment market perfo1mance affects plan funding requirements, it does not affect 
benefits being paid or to be paid in the future . 

The basic defined benefit retirement plan equation provides that, over the long term, contributions plus investment earnings must 
be equal to benefits. The interplay of liabilities (i.e., the obligation to pay benefits) and assets (i.e. , contributions and investment 
earnings thereon) can be seen in the plan's funded ratio and changes in funded ratios over time. While smoothing affects all 
programs, the actuarial valuation methodology for each program is also relevant to its funded status. The State employee and 
teacher program, the MJRS program, the program of the Consolidated Plan for PLDs and the programs of the nonconsolidated 
PLDs are valued by the entiy age nonnal methodology; such plans can be over- or under-funded. The MLRS program is valued 
by the aggregate actuarial methodology, under which actuarial assets and actuarial liabilities are set equal to each other. 

The funded ratio of the State employee/teacher program has improved since the mid- l 980s, though it has of course been affected 
by poor investment markets in very recent yea.rs. The funding ratio at June 30, 2004 was 68.3 percent compared to 67.4 percent 
in 2003. The judicial program, while slightly overfunded last year, has become slightly underfunded this year. The over 100% 
funded status of the Consolidated Plan for PLDs continues and reflects the circmnstances and timing of its strncture and relatively 
recent inception. Info1mation regarding overall funding progress appears in the MD&A on page 14. More infonnation on the 
funding levels of all of the System's retirement programs can be obtained from the System. 

INVESTMENTS 

Both the necessaiy inflows of employer and member contributions and healthy long-te1m retmns from the investment of assets 
are essential to the sound funding of the defined benefit retirement programs administered by the System. The basic tenet of the 
policy is the mix of investment types in which assets are invested and the allocation of assets among the types. Under the policy, 
the System invests in domestic equities, international equities, Trea.smy Inflation Protected Securities (TIPS), and fixed income 
securities. The System's Board of Trustees is responsible for establishing the policy that is the framework for investment of the 
System's assets. An Investment Adviso1y Collllllittee of the Board, which includes investment expe11s in addition to Trustees, 
advises the Board on all investment matters, including policy. At its most basic level, the policy consists of allocations to asset 
classes. The choice of asset classes reflects the Board's thinking and decision with regard to expected investment return and with 
regard to the nature, level, and management of risk. 

The defined benefit plan assets perform two functions. They collateralize the benefits owed to pa11icipants, and they provide 
investment earnings. All benefit payments must eventually be funded from contributions or from investment earnings. Last year 
the Board reviewed its investment sti·ategy and considered the balance between more conservative investment strategies that 
provide more secure collateralization and more aggressive strategies that suppo1t adequate benefits at tolerable conti·ibution levels. 
To address these conflicting goals it invested 30% of the assets in Treasmy Inflation Protected Securities and the remainder in a 
diversified portfolio of equity investments. 

The reserves of the group life insurance program are invested in short and medium te1m investment grade fixed income 
securities. The pa1ticipants in the defined contribution plans dete1mine their individual investinent strategies by selecting among 
nine funds covering a wide variety of investment sti·ategies . 

Additional info1mation, including infonnation about perfo1mance, is contained in the Investment Section, beginning on 
page 39. 
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MAJOR INITIATIVES 

Again in fiscal year 2004, the System focused on activities that will eventually allow it to provide service and retirement 
information to members on demand, that is, at the time of a request. This year a major milestone was achieved on this front. The 
first automation of detenninations of service credit, in this case for State employees, was a giant step in the direction of being able 
to provide infonnation on demand. While there are many more such steps to be taken to be able to provide this level of service 
to all the System's members, this step gives staff pa1ticular pride. This effort will continue as the priority initiative of the System 
in the coming year. 

The System also began a major project to acquire anew Benefits Payroll system, thus ensuring its ability to make timely benefit 
payments as needed long into the future. The automated system on which the System cun-ently processes service retirement benefit 
payments each month is obsolete and will lose technical suppo1t at the end of 2006, thus making a new system imperative. The 
Benefits Payroll project will stretch MSRS' human resources to the limit in the coming year. The System will also advance its 
automation of work processes and storage of more information in its in-house automated system, thereby allowing the System to 
enhance its responsiveness to members. 

ACKNOWLEDGEMENTS 

The preparation of this report has been a collaborative effo1t of senior management, the Finance and Accounting Depa1tment 
and the Collllllunications Department. The System takes responsibility for all of the information it contains and confidently 
presents it as a basis for the many decisions of the Board of Trustees, staff and others who will rely on it. 

I want to acknowledge the commitment and dedication that the Retirement System staff continue to demonstrate with respect 
to their work on behalf of members. Staff is unifonnly collllllitted to a collective vision of a future when MSRS members can get 
instant information about their service credit and their retirement benefits from the System. The work of staff reflects this 
collllllitment. 

I also want to acknowledge, on behalf of all the MSRS staff, the absence of the System's Executive Director, Kay R.H. Evans, 
due to illness. Ms. Evans is of course responsible both for a great deal of the work that has gone into the preparation of this repo1t 
and for the major initiatives of the System over the past year. We all wish Kay the very best. 

Respectfully submitted, 

Sft~~=" Acting Executive Director 

for Kay R. H. Evans 
Executive Director 

Carl A. Cappello 
Associate Deputy Director 
and Director of Finance and Accounting 
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Legislative Update 

Legislation Enacted in the Second Regular and Second Special Sessions 
of the 121 st Legislature 

An Act to Update Laws Affecting the Militarv 

PL 2003, Chapter 583 [LD 1752) 
Effective Date: July 30, 2004 

This Act reduces from 15 to 5 the number of consecutive days that a member of the Maine National Guard must be on 
active state service in order for MSRS membership to be available under the optional membership provisions. All other 
requirements and limitations as previously enacted by PL 2003, Chapter 404 remain the same. (See the Summer 2003 
issue of Retirement News for in-depth article.) 

An Act To Amend the Laws concerning Optional Membership {or Participating Local Districts 
in the Maine state Retirement system 

PL 2003, Chapter 630 [LD 1810) 
Effective Date: July 30, 2004 

This Act changes the purchase of se1vice provisions that apply to optional members in participating local district (PLD) 
plans. It also removes the requirement that a member returning to MSRS membership must wait two years prior to being 
eligible to repay previously withdrawn member contributions. This change applies to all members. 

An Act to Protect the Privacy of Home Information of Maine State Retirement System 
Members, Benefit Recipients and staff 

PL 2003, Chapter 632 [LD 1687) 
Effective Date: July 30, 2004 

This Act makes specific info1mation pe1taining to MSRS members, retirees and staff confidential. It also provides that 
the confidentiality of home contact information for members and retirees can be waived by signing a waiver form 
provided by the Retirement System. (See related article in the Summer 2004 issue of Retirement News.) 

An Act Concerning Disabilitv Retirement Benefits under the 
Maine State Retirement System 

PL 2003, Chapter 675 [LD 1814) 
Effective Date: July 30, 2004 

This Act changes the standard by which it is dete1mined whether a disability retirement benefit recipient is able to engage 
in substantially gainful activity (SGA). This bill changes that standard from 80% of Average Final Compensation (AFC) 
to either $20,000 or 80% of AFC, whichever is greater. (See related article in the Summer 2004 issue of Retirement 
News.) 

An Act to Amend the Laws Governing Purchase of Military Time service 
Under the Maine State Retirement Svstem 

PL 2003, Chapter 693 [LD 1836) 
Effective Date: July 30, 2004 

This Act provides the ability for the recipients of specific milita1y awards to purchase milita1y se1vice credit at a 
subsidized rate under specific conditions. The changes do not apply to PLD members. (See related article in the Summer 
2004 issue of Retirement News.) 
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FINANCIAL SECTION ~ , 

Introduction 

MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

This Management Discussion and Analysis (MD&A) is prepared by the management staff of the Maine State Retirement System 
(MSRS or the System) for the purpose of providing an overview of the System's financial statements. 

Financial Reporting Structure 

The System's financial statements are prepared on an accmal basis of accounting in accordance with Governmental Accounting 
Standards Board (GASB) µronouncements. The accmal basis of accounting requires the recognition and recording of financial 
transactions and other related events when they occur and not just in conjunction with the inflows and outflows of cash and other 
resources. 

The total funds managed by the System are constitutionally restricted and held in trust for the payment of pension and related 
benefits to its members. The System's board of tmstees, in its fiduciary capacity, establishes the System's investment policies and 
oversees their overall implementation. The System maintains separate reserves and accounts for each participating entity and 
perfonns separate actuarial valuations for each participating entity's respective plan. Management's interpretation of the State of 
Maine statutes is that the System is administering an agent multiple employer plan for financial repo1ting pm-poses. 

The Statement of Fiduciary Net Assets reports the balance of net assets held in trust for future pension and group life insurance 
benefits as of the fiscal year end, with comparative values reported as of the previous fiscal year end. The Statement of Changes 
in Fiduciary Net Assets reports the Net Increase ( or Decrease) in Net Assets for the fiscal year, with comparative values reported 
for the previous fiscal year. This increase ( or decrease) when added to the previous year's net assets results in the total net assets 
as reported in the Statement of Fiducia1y Net Assets. 

The Schedule of Funding Progress (required supplementaiy infonnation) presents a SW'llllla1y of the defined benefit retirement 
programs ad1ninistered by the System. This Schedule compai·es the value of pension assets with the actuarial accrued liabilities, 
as of actuai·ial valuation dates over a period of six years and presents the unfunded actuarial accrued liability (UAL). The Schedule 
also presents the actuarial funded ratio and the UAL as a percentage of the covered payroll of all members. 

The Schedule of Employers' Contributions (required supplementa1y info1mation) presents the annual required contribution as 
defined by GASB for all employers paiticipating in MSRS and the actual employer contributions over a six yeai· period, together 
with the percentage relationship of actual to required contributions for each year. 

Financial Highlights and Analysis 

The net assets of the System increased by $1,118 million (16%) from the prior yeai·'s net asset balance. This increase was due 
primarily to $1, 144 1nillion ofN et Investment Income during fiscal year 2004. By comparison, Net Investment Income during fiscal 
year2003 was $351 million. As ofJune 30, 2004, approximately 50% of the System's assets are invested in domestic common stocks 
and 15% in foreign common stocks either with direct holdings or through investment in common/collective ttusts. Higher returns 
in stock mai·kets in 2004 as compared to 2003 resulted in the increase in investment income. 

In 2003, the net assets of the System increased by $343 million ( 5%) from the prior year's net asset balance. This increase was 
due primarily to $351 million of Net Investment Income during fiscal year 2003. By comparison, Net Investment Income during 
fiscal year 2002 was a loss of $530 million. As of June 30, 2003, approximately 50% of the System's assets were targeted for 
domestic stocks, 15% for foreign common stocks, and 35% for fixed income securities. Higher returns in stock mai·kets in 2003 
as compai·ed to 2002 resulted in the increase in investment income. 
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• FINANCIAL SECTION 

MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

The following are the Condensed Fiduciary Net Assets and Condensed Changes in Fiducia1y Net Assets for the System for the fiscal 
years ended June 30, 2004, 2003 and 2002. 

Condens ed Fiduciary N e t A ss e ts 
(In millions) 

June 30 
2 004 2003 2002 

Cash and receivables $ 99.3 366.7 217.5 
Investments at fair vah1e 8,024.2 6,899.4 6,549.8 
Securities lending collateral 230.6 440.4 378.8 
O ther assets 1.4 1.5 0.6 

Total assets 8,355.5 7,708 .0 7,146.7 

Investment purchases 11.9 260 .8 84.4 
Securities lending payable 230.6 440.4 378.8 
O ther liabilities 19.5 31.6 51.2 

Total liabilities 262.0 732 .8 514.4 

Net assets held in trust for 
benefits $ 8,093.5 6,975.2 6,632.3 

Condens e d Change s in Fiduciar-y N e t As s e ts 
On millions) 

Year e nde d June 3 0 
2004 2003 2002 

Additions : 
Members ' contributions $ 140.6 137.0 130.3 
Employers ' contributions 300.1 295.4 423 .9 
Net investment income (loss) 1,144.3 35 1.3 (530. P 

Total additions 1,585.0 783.7 24. 1 

Deductions: 
Benefits 441.5 417.2 396.4 
Other 25.2 23.6 24.2 

Total deductions 466.7 440.8 420.6 

Net increase (decrease) 1,11 8.3 342.9 (396.5) 

Net assets, beginning of year 6,975 .2 6,632.3 7,028.8 

Net assets, end of year $ 8,093 .5 6,975.2 6,632.3 
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Assets 

MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

Total assets increased $648 million (8.4%) during 2004. This increase is attributable to an increase in the Fair Value of 
Investments, offset by a decrease in Cash and Receivables and a decrease in Securities Lending Collateral. The $1,125 million 
(16. 3%) increase in the Fair Value of Investments is attributable primarily to $1,144 million ofNet Investment Income. The System 
records an Investment Purchase or Sale Receivable between the time it enters into a trade and the time that trade is settled. The 
receivable for out.standing trades at June 30, 2004 was approximately $130 million less than at June 30, 2003, due to the timing 
of investment sales by the System's investment managers. The System records as an asset and coITesponding liability, the cash 
collateral it holds due to its securities lending activity. On June 30, 2004, the amount ofloans outstanding in the securities lending 
program was $210 million less than at June 30, 2003. 

Total assets increased $561 million (7.9%) during 2003. This increase is attributable to an increase in the Fair Value of 
Investments, Cash and Receivables and Securities Lending Collateral. The $350 million (5.3%) increase in the Fair Value of 
Investments is attributable primarily to $351 million of Net Investment Income. The custodian on behalf of the System records an 
Investment Purchase or Sale Receivable betv.•een the time it enters into a trade and the time that trade is settled. The receivable for 
outstanding trades at June 30, 2003 was approximately $83 million more than at June 30, 2002, due to the timing of investment 
sales by the System's investment managers. The System records as an asset and coITesponding liability, the cash collateral it holds 
due to its securities lending activity. On June 30, 2003, the amount ofloans out.standing in the securities lending program was $62 
million more than at June 30, 2002. 

Ref er to investment section on page 39 f or more infonnation on the System's investments. 

Liabilities 

The System records an Investment Purchase or Sale Payable betv.•een the time it enters into a trade and the time that trade is 
settled. The payable for outstanding trades at June 30, 2004 was approximately $249 million less than at June 30, 2003, due to the 
timing of investment purchases by the System's investment manager. The System records as an asset and coITesponding liability, 
the cash collateral it holds due to its securities lending activity. On June 30, 2004, the amount ofloans outstanding in the securities 
lending program was $210 million less than at June 30, 2003. 

The System records an Investment Purchase or Sale Payable betv.•een the time it enters into a trade and the time that trade is 
settled. The payable for outstanding trades at June 30, 2003 was approximately $176 million more than at June 30, 2002, due to 
the timing ofinvestment purchases by the System's investment manager. The System records as an asset and coITesponding liability, 
the cash collateral it holds due to its securities lending activity. On June 30, 2003, the amount ofloans outstanding in the securities 
lending program was $62 million more than at June 30, 2002. 

Additions to Fiduciary Net Assets 

Additions to fiduciary net assets during fiscal year 2004 totaled $1,585 million, an increase of 102.2% over fiscal year 2003. 
The major part of this increase is attributable to a 225.7% ($793 million) increase in Net Investment Income. The improvement 
in investment results is due to improved retums in the stock market in 2004 as compared to 2003 . 

Additions to fiducia1y net assets during fiscal year 2003 totaled $783 million, an increase of approximately $759 million over 
fiscal year 2002. The major part of this increase is attributable to Net Investment Income which was a positive $351 million in 2003 
as opposed to a $530 million loss in 2002, offset by a decrease in employers' contributions. The improvement in investment results 
is due to improved returns in the stock market in 2003 as compared to 2002. 

Contributions 

The State's contributions to the Regular and Special Plans on behalf of State employees totaled $85.4 million, $77.4 million, 
and $7 5 .6 million for fiscal years 2004, 2003, and 2002, respectively. The State's contributions on behalf of teachers totaled $156. 6 
million, $166.2 million, and $157.3 million for fiscal years 2004, 2003, and 2002, respectively. 

An additional employer contribution is mandated by statute to be made when sufficient General Fund Surplus (GFS) monies 
exist at fiscal year end. Because GFS monies existed at June 30, 2004 and 2003, contributions of $22 million and $ 10.5 million, 
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MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

respectively, were accrued from the System as an estimate of what the System would receive from the State. These additional 
contributions were allocated, according to System policy, in equal parts to the State employee and teacher components of the 
program. Thus, total State contributions in 2004 on behalf of State employees were $96.4 million and on behalf of teachers were 
$167.6 million. 

The State's fiscal 2004 contribution on behalf of judges was $1 .0 million; in fiscal year 2003 this contribution was $0.8 million. 
Because of the funding methodology and funded status of the Maine Legislative Retirement Plan, no employer contribution was 
required in fiscal year 2004 nor in fiscal year 2003. For Participating Local Districts (PLDs ), the range of employer contributions 
as a percent of eamable compensation in fiscal year 2004 and in fiscal year 2003 was 1.5% to 6.5%. The net effect of the 
Consolidated Plan's funding status and established funding approach is that Plan employers' normal cost contributions may be, and 
cun-ently are, less than what the true normal cost would othe1wise require but will not be less than a floor level that reflects the then
cun-ent funding status. New entrants to the Consolidated Plan pay the hue nonnal cost for a period of three years. The range of 
true nonnal costs in fiscal year 2004 was 3.6% to 16.8%. 

Member and employer data, contribution and benefit data for the 29 non-consolidated PLDs are specific to each PLD and are 
obtainable from the System. Contribution amounts for all of these membership groups are available at the System. 

Deductions from Fiduciary Net Assets 

Total deductions from fiducia1y net assets during fiscal year 2004 increased by 5.9% ($25 .9 million). The fiscal year 2004 
increase is due to the increased cost of benefits paid. The increase in benefits is the result of the routine application of a 
cost-of-living adjustment of2. l %, and a 2.2% increase in the number of retirees and beneficiaries receiving benefits. The System 
experienced no significant net changes in assets due to contributions and benefit payments in 2004. Contributions totaled $441 
million, and benefit payments totaled $442 million. 

Total deductions from fiducia1y net assets during fiscal year 2003 increased by 4 .8% ($20.2 million). The fiscal year 2003 
increase is due to the increased cost of benefits paid. The increase in benefits is the result of the routine application of a 
cost-of-living adjustment and an increase in the number of retirees and beneficiaries receiving benefits. 
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System Ftmding Status 
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MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

FUNDING PROGRESS 
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At Jtme 30, 2004, the System was actuarially funded at 74.7%, which is an increase from its actuarial funding level of74.4% 
atJtme 30, 2003. As illustrated in the cha1t , the funded ratio of the System increased steadily from 1996 to a peak of79. 5% in 2000, 
after which there was a decline over the following three years to 74.4% at the end of fiscal year 2003, with an increase in 2004. 
The increase in funding level for 2004 is due to the combination of the performance of the investment markets and actuarial 
smoothing techniques. 
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Investments 

MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

The assets of all the defined benefit retirement programs that the System administers are commingled for investment purposes. 
Essentially all of the assets are invested in four asset classes: publicly traded domestic stocks, publicly traded foreign stocks, 
Treasury Inflation Protected Securities (TIPS), and other publicly traded fixed income securities. Less than 1 % of the assets are 
invested other than in these classes. The investment policy established by the System's board of trustees assigns strategic target 
allocations for each of the four asset classes. As ofJune 30, 2004, the targets are 50% for domestic stocks, 15% for foreign stocks, 
30% for TIPS, and 5% for other fixed income. Only minor variations resulting from market activity and controlled by a formally 
approved rebalancing methodology are allowed between actual allocations and the strategic targets. 

ASSET ALLOCATION - FY 2004 

TIPS,30% 

Fixed Income, 
5% 

Forei~ 
Stocks, 15% 

Stocks,50% 

Essentially all of the assets of the System are in po1tfolios managed by professional investment management firms. These 
managers act as fiduciaries and invest the assets assigned to them in accordance with the System's investment policy and their 
separate contractual an-angements. At June 30, 2004, total assets in these portfolios (together with the amounts otherwise managed) 
were $8.0 billion. The comparable number at June 30, 2003 was $6.9 billion. The investment return at June 30, 2004 was positive 
16.6%. The return at June 30, 2003 was positive 5.3%. Because approximately 50% of the System's assets are invested in domestic 
common stocks and 15% in foreign common stocks, the increase in investment income is due to higher returns in stock markets. 
During fiscal year 2004, the System's U.S. stocks returned 21.3% compared to 0.9% in 2003. The System's foreign stocks returned 
30.5% in 2004, compared to (4.5)% in 2003 . Over the 10 year period ended June 30, 2004 the average annual investment return 
was positive 9.4%. 
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MANAGEMENT DISCUSSION AND ANALYSIS 
June 30, 2004 and 2003 

System Membership 

The following membership counts derive from actuarial valuation data. 

June 30 
2004 2003 

Cunent pa1t icipants: 
Vested and nonvested 52,029 51 ,848 

Terminated participants 
Vested 5,652 5,056 

Retirees and beneficiaries receiving benefits 31,460 30,774 

89,141 87,678 

Percentage 
change 

0.3% 

11. 8 

2.2 

1.7% 

The nwnber of State employees at June 30, 2004 in the Regular and Special plans was 14,611 , an increase of 78 over 
June 30, 2003 . The number of Teachers at June 30, 2004 was 28,205, a decrease of 124 over June 30, 2003 . Membership for Judges 
was 56, which represents no change from the previous year. Membership for Legislators was 176, an increase of one over June 
30, 2003 . The Consolidated Plan for Participating Local Districts (PLD) offers 11 retirement plans. Each PLD in the Consolidated 
Plan chooses the plan or plans under which its employees will be covered. Membership in the Consolidated Plan at June 30, 2004 
was 8,859, an increase of 139 over June 30, 2003. 

Requests for Infonnation 

Questions concerning this Management Discussion and Analysis, other parts of the System's financial statements or the System's 
financial activities should be directed to Maine State Retirement System, Cad A. Cappello, Associate Deputy Executive Director, 
at 46 State House Station, Augusta, Maine 04333 or at (207) 512-3100 (toll-free l-800-451 -9800) . 
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STATEMENTS OF FIDUCIARY NET ASSETS 
Years ended June 30, 2004 and 2003 

Assets: 
Cash and cash equivalents (note 3) 

Investments at fair value (notes 3 and 5): 
Debt securities: 

U.S. Government and government agencies 
Corporate 
Foreign 

Common equity securities 
Prefened equity securities 
Common/collective trnsts 
Other 
Maine Learning Technology Fund (note 3) 

Receivables: 
State and local agency contributions (note 6) 
Accrued interest and dividends 
Due from brokers for securities sold 

Securities lending short-term cash pool 
Other assets 

Total assets 

Liabilities: 
Accounts payable 
Due to brokers for securities purchased 
Other liabilities 
Maine Lea.ming Technology Fund (note 3) 

Obligations under securities lending activities (note 5) 

Total liabilities 

Net assets held in tmst for pension, disability, death, and 
group life insurance benefits ( the information on 
funding progress is shown on page 32) 

See accompanying notes to .financial statements. 

2004 

$ 53,493,675 -------------

1,399,810,029 
8,663,248 

6,608,558,667 
7,192,008 

8,024,223 ,952 

32,897,469 
2,311,044 

10,559,928 

45,768,441 

230,631 ,813 
1,415,120 

8,355,533,001 

910,749 
11,871,226 
18,597,653 

31,379,628 

230,631,813 

262,011 ,441 

$ 8,093,521,560 

2003 

193,294,289 

544,194,527 
350,813,002 
118,883,146 

1,381,304,765 
102,240,851 

4,372,691,665 
15,713,385 
13,558,826 

6,899,400,167 

19,434,086 
12,995,028 

141,026,791 

173,455,905 

440,392,171 
1,468,176 

7,708,010,708 

1,257,629 
260,841 ,188 

16,716,765 
13,558,826 

292,374,408 

440,392,171 

732,766,579 

6,975,244,129 
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STATEMENTS OF CHANGES IN FIDUCIARY NET ASSETS 
Years ended June 30, 2004 and 2003 

2004 

Additions: 
Investment income: 

Interest $ 25,106,311 
Dividends 22,436,210 
Net appreciation in the fair value of System investments 1,108,786,065 
Less: 

Investment expenses (11,660,589) 
Cost of securities lending (319,296) 

Net investment income 1,144,348,701 

Contributions (note 6): 
Members 140,599,869 
State and local agencies 300,112,176 

Tota l contributions 440,712,045 

Tota l additions 1,585,060,746 

Deductions : 
Benefits paid, net 441,546,149 
Refunds and withch'awals 15,697,257 
Administrative expenses 9,539,909 

Tota l deductions 466,783,3 15 

Increase in net assets 1,118,277,431 

Net assets, beginning of year 6,975,244,129 

Net assets, end of year $ 8,093,521,560 

See accompanying notes to financial statements. 
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2003 

66,643,628 
21,899,636 

272,384,573 

(9,239,901) 
(347,345) 

351,340,591 

136,970,842 
295,442,174 

432,413,016 

783,753,607 

417,180,904 
13,834,163 
9,796,162 

440,81 1,229 

342,942,378 

6,632,301,751 

6,975,244,129 



• FINANCIAL SECTION 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

(1) Ove1-view of the Maine State Retirement System Defined Benefit Plan 

The Maine State Retirement System (the System), which is a component unit of the State of Maine, is the administrator of 
a public employee retirement system established and administered under the State Retirement System Laws of the State of 
Maine. The System provides pension, disability, and death benefits to its members, which includes employees of the State, 
public school employees ( defined by Maine law as teachers and for whom the State is the employer for retirement 
contribution and benefit pwposes) and employees of267 local municipalities and other public entities (participating local 
districts, or PLDs) in Maine, each of which contracts for pa1t icipation in the System under provisions of the relevant statutes. 

The total funds managed by the System are constitutionally restricted and held in trust for the payment of pension and related 
benefits to its members. The System's board oftmstees, in its fiduciary capacity, establishes the System's investment policies 
and oversees their overall implementation. The System maintains separate reserves and accounts for each prut icipating 
entity and performs separate actuarial valuations for each participating entity's respective plan. Management's 
inte1pretation of the State of Maine statutes is that the System is administering an agent multiple employer plan for financial 
repo1t ing pwposes. 

At June 30, the membership counts ru·e as follows: 

Cun ent participants: 
Vested and nonvested 

Terminated participants : 
Vested 

System Me mbe rship 

Retirees and beneficiaries receiving benefits 

2004 

52,029 

5,652 
31,460 

89,1 41 

2003 

51,848 

5,056 
30,774 

87,678 

The System's retirement programs provide defined retirement benefits based on members' average final compensation and 
service credit earned as of retirement. Vesting (i.e., eligibility for benefits upon reaching qualification) occw-s upon the 
earning of five years of service credit ( effective October I, 1999, the prior ten yeru· requirement was reduced by legislative 
action to five years for State employees and teachers; separate legislation enacted the same reduced requirement for judges, 
legislators, and employees of PLDs ). In some cases, vesting occw-s on the earning of one year of service credit immediately 
preceding retirement at or after nonnal retirement age. Normal retirement age for State employees and teachers, judges and 
legislative members is age 60 or 62. The normal retirement age is detennined by whether a member had at least ten years 
of creditable service on June 30, 1993. For PLD members, normal retirement age is 60. The monthly benefit of members 
who retire before n01mal retirement age by vittue of having at least 25 yeru·s of service credit is reduced by a statutorily 
prescribed factor for ea.ch yeru· of age that a member is below her/his nonnal retirement age at retirement. The System also 
provides disability and death benefits which are established by statute for State employee and teacher members and by 
contract with other pa1t icipa.ting employers under applicable statutory provisions. 

Upon te1m ination of membership, members' accumulated employee contributions are refundable with interest, credited in 
accordance with statute. Withdrawal of accumulated contributions results in forfeitw-e of all benefits and membership 
rights. The annual rate of interest credited to members' accounts is set by the System's board of tm stees and is cw-rently 6.0%. 

Individual PLDs are pe1m itted by law to withdraw from participation in the System. Withdrawal precludes the PLD's 
nonmember employees, if any, and its employees hired subsequent to withdrawal from membership in the System. 
Depending on the circumstances and requirements of the PLD's participation under the System, a withdrawn PLD has 
continuing funding obligations after withdrawal with respect to its employees who are active members at titne of withdrawal 
and who continue to be members thereafter, to its te1m inated vested employee members, and to its former employee 
members who are retired at the time of withdrawal. 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

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

(a) Group Life Insurance Program 

The System offers a group life insurance program under a policy 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 payments to the insurance company for the amount of benefits paid out and 
additional payments representing administrative fees. 

(b) Maine Leaming Technology Fund 

The System was responsible to invest and account for the funds that comprised the Maine Leaming Technology Fund 
(fonnerly the Maine Leaming Technology Endowment, renamed by Legislative enactment in 2003) as well as to provide 
for its inclusion in the audit of the System. In October 2003, the State of Maine withdrew the balance of the fund, and in 
accordance with legislative directive, the System's responsibilities for the Maine Leaming Technology Fund ended. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Accounting 

24 

The System's financial statements are prepared using the accrual basis of accounting. 

(b) Revenue Recognition 

Contributions are recognized as additions in the period when they become due pursuant to formal commitments or statutory 
or contractual requirements. Investment income is recognized when earned. 

(c) Benefits and Refunds 

Benefits and refunds to the System's members and beneficiaries are recognized as deductions when due and payable in 
accordance with the tenns of the System. 

( d) Investments 

Investments are repo1ted at fair value. Debt and equity securities that are traded on recognized exchanges are valued at the 
last sales price and the cunent exchange rates on the repo1ting date. Other regularly traded securities are valued by the 
System's custodians through a variety of external sources. Investments that do not have an established market are repo1ted 
at estimated fair value. The fair value of shares in managed investment pools is based on unit values repo1ted by the funds . 
The fair value of other investments, including real estate holdings and mortgage participation agreements, are based on 
third-party appraisals and valuations provided by the sponsor of the agreement. Investment purchases and sales are recorded 
as of their trade date. 

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

(e) Due to/from Brokers 

Amounts due to/from brokers for securities purchased or sold include trades not yet settled. 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

(f) Cash and Cash Equivalents 

The System considers all highly liquid debt instruments that have a maturity of 90 days or less to be cash equivalents. 

(g) Use of Estimates 

The preparation of financial statements in confomuty with accounting principles generally accepted in the United States 
of America requires management to make significant estimates and assumptions. These estimates affect the reported 
amounts of net assets held in tiust for pension benefits at the date of the financial statements, the actuarial information 
included in the required supplementary infonnation as of the actuarial information 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 financial 
statements. Actual results could differ from those estimates. 

(h) Risks and Uncertainties 

The System makes investments in accordance with the board of trustees' investinent policy in a combination of equities, 
fixed income securities, derivative financial instruments, other investment securities and mutual funds and common/ 
collective busts holding such investinents. The System prohibits its investment managers from using leverage in its 
derivative financial instiuments or from investing in speculative positions. Investinent securities and investinent securities 
underlying certain investinent securities are exposed to various risks, such as interest rate risk, market risk and credit risk. 
Due to the level of risk associated with certain investinent securities and the level of unce1tainty related to changes in the 
value of investment securities, changes in the values of investment securities are likely to occur in the near term and it is 
at least possible that such changes could materially affect the amounts reported in the statement of fiduciary net assets and 
the statement of changes in fiduciary net assets. 

Employers' contributions to the System are established in an actuarial valuation on the basis of actuarial assumptions related 
to economic indicators (e.g., interest rates, inflation rates), and member and retire.e compensation and demographics. By 
law, the assumptions are adopted by the board of tmstees based on recommendation of the System's actuary. The System 
is also required by Maine law to perfonn an actuarial experience study whenever the board of tmstees, on recommendation 
of its actuary, detemunes such a study to be necessa1y for actuarial soundness or pmdent adnunistration. 

(i) Reclassifications 

Ce1tain balances from the 2003 financial statements have been reclassified to conform to the 2004 presentation. 

(3) Cash and Investments 

The System is authorized to invest in equities, fixed income securities, real estate and other investinents. The System 
maintains ce1tain deposits, cash equivalents and other investinents with financial institutions. 

The following summa1y presents the amount of deposits as ofJune 30, 2004 and 2003 and the related catego1y of custodial 
credit risk. Deposits that are fully insured or collateralized with securities held by the System or its agent in the System's 
name are shov.rn in Category 1. Deposits collateralized with securities held by the pledging institutions or trust departments 
or their agent in the System's name are shown in Catego1y 2. Deposits that are not insured or collateralized are shown in 
Catego1y 3 . Non-categorized cash and cash equivalents are those that do not meet the criteria set fo1th in Categories 
l , 2or3. 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

At June 30, 2004 and 2003, cash and cash equivalents comprised the following: 

2004 

Bank balance cate~ory Total bank 
1 2 3 balance 

Cash on deposit with local bank$ 13,593,734 - - 13,593,734 

Short-tenn investment funds - - - -

Foreign currency deposits - - - -

Total $ 13,593,734 - - 13,593,734 

2003 

Bank balance cate~orr Tot.al bank 
1 2 3 balance 

Cash on deposit with local bank $ 9,090,689 - - 9,090,689 

Short-term investment funds - - - -

Foreign currency deposits - - - -

Total $ 9,090,689 - - 9,090,689 
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Not CaITying 
cate~orized amount 

- 13,593,734 

37,392,705 37,392,705 

2,507,236 2,507,236 
39,899,941 53,493,675 

Not Carrying 
cate~orized amount 

- 9,090,689 

173,327,519 173,327,519 

10,876,081 10,876,081 
184,203,600 193,294,289 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

The System's investments would generally be categorized into one of three separate categories of custodial credit risk. Category 
1 includes investments that are insured orregistered in the System's name or are held by the System or its agent in the System's name. 
Category 2 includes uninsured and wiregistered investments for which the securities are held by the counter-party or its agent in 
the System's name. Catego1y 3 includes uninsured and wiregistered investments for which the secw·ities are held by the counter
party or its agent, but not in the System's name. Non-categorized investments (NIA) are those that do not meet the criteria set forth 
in Categories 1, 2 or 3 as they are not evidenced by physical securities . 

The System's investments at June 30 were as follows: 

Fair value 

Categorl'. 2004 2003 
Investments: 

U.S. Government and government 
agencies 1 $ 544,194,527 

Corporate fixed-income securities 121,381 ,736 
Foreign fixed-income securities 1 85,782,200 
Common equity securities 1 1,091 ,036,979 1,127,510,433 
Preferred equity securities 1 8,663,248 102,240,851 
Common/collective trusts NIA 6,608,558,667 4,372,691 ,665 
Other NIA 7,192,008 15,713,385 
Maine Leaming Technology Fund NIA 13,558,826 

7,715,450,902 6,383,073,623 
Securities on loan with noncash collateral: 

Corporate fixed-income securities 3 31,851 ,785 
Foreign fixed-income securities 3 7,567,821 
Common equity securities 3 851025.168 51.3451126 

851025.168 90.764 732 
Securities on loan with short-tenn 

collateral investment pool (cash) : 
Corporate fixed-income securities NIA 197,579,481 
Foreign fixed-income securities NIA 25,533,125 
Common equity securities NIA 223,747,882 202,449,206 

223,747,882 425,561 ,812 
$ 8,024,223,952 6,899,400,167 

Securities lending short-tenn collateral 
investment pool NIA $ 230,631.813 440.392, 171 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

(a) Maine Leaming Technology Fund 

In fiscal year 2000, the Legislature established an endowment to be used to enable the full integration of appropriate 
learning technologies into teaching and learning for the State's elementary and secondaty students. In fiscal year 
2001 , funds in the amount of $50,000,000 were transfened to the System to be held in ttust and invested on behalf 
of the State for endowment pmposes. At June 30, 2004 and 2003, the value of this fund, which was invested in shott 
tenn high quality fixed income investtnents, was $0 and $13,558,826, respectively. The amount remaining at June 
30, 2003 was unrelated to and not available to pay plan benefits and therefore was reflected as an asset and a liability 
in the accompanying 2003 statement of fiduciruy net assets. In October 2003, the State ofMaine withdrew the balance 
of the fund held in trnst by the System, resulting in the decrease in value from 2003 to 2004. 

(4) Derivative Securities 

28 

Derivative financial insttuments are financial contracts whose value depends on the value of one or more underlying assets, 
reference rates or financial indexes. They include futures, fotwru·ds, options, and swap contracts. In addition, some 
tt·aditional securities can have derivative-like characteristics, e.g., asset-backed securities, including collateralized mortgage 
obligations (CMOs), which are sensitive to changes in interest rates and to prepayments. 

The System is a patty, both directly and indirectly, to various derivative financial investtnents that are used in the nonnal 
course of investing to enhance returns on investtnents and to manage the risk of exposure to changes in value due to 
fluctuations in mru·ket conditions. The System's investtnents in derivatives are not leveraged, nor do they represent 
speculative investtnent activity. These investtnents may involve, to vatying degrees, elements of credit and mru·ket risk. 
Credit risk, also called counter-patty risk, is the possibility that loss may occur from the failure of a counter-party to perform 
according to the terms of the contt·act. Credit risk is managed, in the case of exchange-traded derivatives, by the execution 
of tt·ades through a cleru·inghouse and, in the case of over-the-counter transactions, by managers' due diligence assessment 
and approval of counter-parties. Market risk arises due to adverse changes in market price or to interest rate or foreign 
exchange rate fluctuations that may result in a decrease in the market value of a financial investtnent and/or increase its 
funding cost. Market risk is managed by imposing strict limits as to the types, amounts and degree of risk that investtnent 
managers may undettake. These limits are approved by the board oftrnste.es and senior management, and the risk positions 
of the investtnent managers are reviewed on a periodic basis to monitor compliance with the limits. 

Foreign cuffency forv.rard contracts are used to hedge against the cwTency risk in the System's foreign equity and fixed 
income security portfolios. A foreign cwTency fotward contract is an agreement to buy or sell a specific amount of a foreign 
cwTency at a specified delivery or matw-ity date for an agreed upon price. The contracts are valued at fotward exchange rates, 
and the changes in value of open contracts are recognized in the statement of changes in fiduciaty net assets. The unrealized 
gain or loss on forwru·d cwTency contracts represents the difference betwe.en the value of the original contracts and the 
closing value of such contracts and is included in the statements of changes in fiduciary net assets. As of June 30, 2004 and 
2003, the fair value of fotward cwTency contracts held by the System was $0 and $372,778, respectively. 

The System's fixed income managers invest in CMOs to improve the yield or adjust the duration of the fixed income 
portfolio. As of June 30, 2004 and 2003, the canying value of the System's CMO holdings totaled $0 and $59,410,315, 
respectively. 

The System also holds investtnents in futw·es and options, which are used to manage vru·ious risks within the pottfolio. A 
financial futures contract is an agreement betv.•een tv.ro parties to buy or sell units of a particular index or a certain amount 
of a security at a set price on a futw·e date. The System may purchase and sell financial futures contracts to hedge against 
the effect of changes in the values of securities it owns or expects to purchase. 

Upon entering into such a contract, the System is required to pledge to the broker an amount of cash or securities equal to 
a certain percentage of the contract amount (initial margin deposit). Pursuant to the contract, the System agrees to receive 
from, or pay to, the broker an amount ofcash equal to the daily fluctuation in value of the contract. Such receipts or payments 
are known as "vat'iation margin" and are recorded by the custodial bank on behalf of the System as unrealized gains or losses. 
When the contt·act is closed, the custodial bank on behalf of the System records a realized gain or loss equal to the difference 
betv.•een the value of the contract at the time it was opened and the value at the time it was closed. The potential risk to the 
System is that the change in value of futures contt·acts pt'imat'ily co!1'esponds with the value of the underlying instmments, 
which may not co!1'espond to the change in value of the hedged instrnments. In addition, there is a risk that the System may 
not be able to close out its futures positions due to an illiquid secondaty market or the potential inability of a counter-party 
to meet the tenns of a contt·act. 
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

Futures and options of $47,818,005 and $145,535,671 were held for investment purposes at June 30, 2004 and 2003, 
respectively. Gains and losses on futmes and options are detennined based upon quoted market prices and recorded in the 
statements of changes in plan net assets. 

In addition to the derivative financial instruments directly held, the System may have indirect exposure to risk through its 
ownership interests in commingled investment funds, which use, hold or write derivative financial instmments. There also 
may be indirect exposure in the securities lending programs in which the System participates, in which some collateral pools 
may include derivatives (note 5) . Where derivatives are held in those funds/pools, risks and risk management areas described 
above. 

(5) Secm·ities Lending 

The System has entered into agreements with its master custodian to lend any type of security held in the System's portfolio 
and custodied at the master custodian to broker-dealers and other entities. Securities are loaned versus collateral that may 
include cash, U.S. government securities and irrevocable letters of credit. U.S. securities are loaned versus collateral valued 
at 102% of the market value of the securities plus any accmed interest. Non U.S. securities are loaned versus collateral valued 
at 105% of the market value of the securities plus any accmed interest. 

Noncash collateral cannot be pledged or sold unless the borrower defaults. 

All securities loans can be tennina.ted on demand by either the lender or the bo1rnwer, although the average tenn of Maine 
State Retirement System's loans was approximately 63 days as of June 30, 2004. 

Cash open collateral is invested in a sho1t-tenn investment pool, the Global Core Collateral Section, which had an interest 
sensitivity of 24 days as of June 30, 2004. Cash collateral may also be invested separately in "term loans," in which case 
the investments match the loan term. These loans can be tennina.ted on demand by either lender or borrower. 

There were no violations of legal or contractual provisions, no borrower or lending a.gent default losses known to the 
securities lending agent. 

There are no dividends or coupon payments owing on the securities lent. Securities lending earnings are credited to 
pa1ticipa.ting clients on approximately the fifteenth day of the following month. 

Indemnification deals with the situation in which a client's securities are not retumed due to the insolvency of a borrower 
and the master custodian has failed to live up to its contractual responsibilities relating to the lending of those securities. 
The master custodian's responsibilities include performing appropriate borrower and collateral investment credit analyses, 
demanding adequate types and levels of collateral, and complying with applicable Department of Labor and Federal 
Financial Institutions Examination Council regulations concerning securities lending. 

Due to the natme of the program's collateralization ofloans at 102% plus accmed interest for fixed income securities, the 
System believes that there is no credit risk as defined in GASB 28, as the amount that the bo1rnwer owes the lender versus 
the amount that the lender owes the borrower. 

Some of the System's assets are held in common/collective trusts and are subject to similar agreements a1rnnged by those 
trusts. The income from those a1rnngements and the associated collateral are not included in the securities lending amounts 
reported. 

Short-term collateral investment pool 
Noncash collateral 

Total 

Secmities Lending 

June 30 
2004 

$ 230,631 ,813 
90,552,061 

$ 321,183,874 

2003 

440,392,171 
96,726,424 

537,118,595 
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(6) Contributions 
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The Maine Constitution, Maine statutes and the System's funding policy provide for periodic employer contributions at 
actuarially detennined rates that, based on certain assumptions are expressed as percentages of annual covered payroll and 
are sufficient to accumulate adequate assets to pay benefits when due. Level percentage of payroll employer contribution 
rates are detennined using the entiy age no1mal actuarial funding method, except for the contribution rate for legislators, 
which is based on the aggregate method. The System also uses the level percentage of payroll method to amo1tize the 
unfunded liability of the State and teacher plan. For pa1ticipating local districts having separate (i.e., unpooled) unfunded 
liabilities, the level percentage of payroll method is also used. 

The State of Maine is required by Maine law to remit a percentage of its unallocated General Fund Surplus, if sufficient, 
at the end of its fiscal year to the System, in order to reduce any unfunded pension liability for state employees and teachers. 
For fiscal years 2004 and 2003, this additional contribution was approximately $22,000,000 and $10,500,000, respectively. 
This amount is included as contributions receivable at June 30th. 

Retirement contribution rates for all employe.e members are set by law. Employer retirement conti-ibution rates as applied 
to State employee members' and teacher members' compensation are the actua1-ially determined rates as adjusted in the 
State's budget process to reflect differences in, e .g., sa.la1y growth projections. PLD employer contribution rates a.re the 
actuarially detennined rates. The rates in effect in 2004 and 2003 are as follows: 

State: 

F.mployees (I ) 

&nploye/1
> 

Teachers : 

&nployees 

&nployer 

Participating local dis tricts : 

&nployees <1> 

&nployers <1
> 

&nployer other(2) 

Contribution Rates 
(Effective July 1 through June 30 of each fiscal year) 

2004 

7.65- 8.65% 

13.39- 38.18% 

7.65% 

16.05% 

3.0- 8.0% 

1.5-6.5% 

5.1 - 9.0% 

2003 

7.65-8.65% 

12.43- 37.12% 

7.65% 

17.71% 

3.0 - 8.0% 

1.5 - 6.5% 

5.8 - 9.0% 

( l ) Employer and Employee retirement contribution rates vary depending on specific terms of plan benefits for certain classes of employees 
or in the case of PLDs, on benefit plan options selected by a particular PLD. The contributions of withdrawn entities that do not have active 
employees but continue to have other liabilities are set in dollar amounts, not as rates. 

(2) "Employer Other" retirement contribution rates vary depending on specific terms of plan benefits in the benefit plan options selected by 
the PLD. These rates are assessed for a three year period to previously withdrawn Pills who choose to return to participation in the System, 
and to public entities who newly elect to participate in the System as a PLD employer. 
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(7) Statutory and Constitutional Requil'ements 

In 1998, the State Legislature enacted a law that required the State to fund the unfunded actuarial liabilities of the State and 
teacher plans existing on June 30, 1998, over a period not to exceed 25 years, commencing June 30, 1998. This statute 
shortened the required amortization period of not more than 31 years from June 30, 1997 that was put in place by an 
amendment to the Maine Constitution approved in November 1995. This Constitutional amendment also prohibits the 
creation of new unfunded liabilities in the State and teacher plans 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 cmTent cost 
accounting, reinforcing the existing statuto1y requirements. In 2000, the amo1t ization period was fwther reduced by the 
Legislature to 19 years, commencing June 30, 2000. The two legislative changes made in 1998 and 2000 sho11ened the 
amo1tization period by a total of nine years. In 2003, the Legislature relengthened the period to the full extent of the then
remaining Constitutional years for the fiscal years 2004-2005 biennium and re-shortened the period to the 14 years that will 
then remain in the earlier shortened period effective July 1, 2005, which is the start of fiscal year 2006. 

(8) System Employees - Retirement 

The System, as the employer of its staff, is a participating employer (i.e., a PLD) in the Consolidated Plan for Pa1ticipating 
Local Districts administered by the Maine State Retirement System. As such, System employees are required by statute to 
contribute 6. 5% of their annual covered salaries . The System is required to contribute at an actuarially established normal 
cost rate under the actuarial valuation of the Consolidated Plan and also was required to make the payments required to 
amo1tize its Initial Unpooled Unfunded Actuarial Liability (IUUAL), which the System paid in full in 2003. The no1mal cost 
rate was 2.8% of annual covered payroll for 2004 and 2003, respectively, and the employer contribution on behalf of its 
employees was $160,022 and $534,672 for 2004 and 2003, respectively, including both no1mal cost and IUUAL payment 
in 2003. The 2003 contribution included payment in full of the System's $265,398 IUUAL balance. The actuarial 
assumptions used in the Consolidated Plan valuation are described in the actuarial assumptions and methods footnote to the 
required supplementa1y infonnation. 
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FINANCIAL SECTION ~ , 

Actuarial 
valuation 

date 

June 30, 2004 

June 30, 2003 

June 30, 2002 

June 30, 2001 

June 30, 2000 

June 30, 1999 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF HISTORICAL PENSION INFORMATION 

JUNE 30, 2004 and 2003 
(unaudited) 

SCHEDULE OF FUNDING PROGRESS 

(a) (b) (b-a) (alb) (c) 
Actuarial 

Actuarial Accrued Annual 
value of Liability (AAL) Unfunded covered 

assets entry age AAL(UAAL) Funded 1·atio payroll 

$ 8,273,559,503 11 ,068,596,692 2,795,037,189 74.7% 1,764,751,029 

7,787,205,499 10,470,578,120 2,683,372,621 74.4 1,719,311 ,023 

7,612,509,160 9,889,494,007 2,276,984,847 77.0 1,681,423,896 

7,389,558,862 9,425,021,636 2,035,462,774 78.4 1,580,530,753 

7,027,525,443 8,842,716,327 1,815,190,884 79.5 1,515,172,430 

6,236,229,331 8,332,753,666 2,096,524,335 74.8 1,443,312,536 

SCHEDULE OF EMPLOYERS' CONTRIBUTIONS 

Annual 
required Annual Percentage 

contribution contribution contributed 

Year ended: 

2004 $ 259,147,805 290,572,267 112.1% 

2003 261,213,019 285,646,014 109.4 

2002 252,503,429 415,551,283 164.6 

2001 264,648,938 264,648,938 100.0 

2000 246,312,125 250,312,125 101.6 

1999 269,63 1,124 291 ,477,022 108.1 

See notes to histo,,ical pension information. 

See accompanying independent auditors' report. 
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((b-a)/c) 
UAAL asa 

percentage of 
covered 
payroll 

158.4% 

156.1 

135.4 

128.8 

119.8 

145.3 



• FINANCIAL SECTION 

(1) Basis of Presentation 

REQUIRED SUPPLEMENTARY INFORMATION 
NOTES TO HISTORICAL PENSION INFORMATION 

June 30, 2004 and 2003 
(unaudited) 

For reporting purposes, the historical pension information includes combined amounts for all participating 
entities: State employees, teachers, judicial and legislative employees, as well as employees of participating 
local districts. 

(2) Actuarial Methods and Assumptions - State, Teacher, Judicial, and PLD Plans 

The information in the historical pension infonnation was detennined as pa1t of the actuarial valuations at the 
dates indicated. Additional information as of the latest actuarial valuation date, June 30, 2004, is as follows: 

(a) Actuarial Cost Method 

Costs are developed using the entry age normal cost method (based on a level percentage of covered payroll), except 
for the costs of the legislative plan, where the aggregate method is used. The aggregate method does not technically 
define an actuarial accmed liability. For purposes of the schedule of funding progress disclosure, in which all plans 
are combined, the accmed actuarial liability of approximately $6.8 million equals the actuarial value of assets. Under 
the entiy age no1mal method, the accmed liability and the present value of future nonnal costs are dete1mined by 
summing the individual entry age results for each participant. The nonnal cost is then detennined in aggregate by 
spreading the present value of future nonnal costs as a level percentage of expected future covered payroll. Entiy age 
is defined as the first day service is credited under the plan. 

Experience gains and losses, i.e., decreases or increases in liabilities and/or in assets when actual experience differs 
from the actuarial assumptions, affect the unfunded actuarial accmed liability. 

(b) Asset Valuation Method 

Assets are valued for funding purposes using a three-year moving average. Under this method, the year-end actuarial 
asset value equals 1/3 of the cun-ent fiscal year-end fair value, as repo1ted in the financial statements, plus 2/3 of the 
"expected market value." For purposes of this calculation, the "expected market value" is the preceding fiscal year 's 
actuarial asset value, adjusted for the cmTent fiscal year's cash flows with interest accumulated at the actuarial 
assumed rate of retwn on investinents. 

(c) Amortization 

The unfunded actuarial accrued liability of the state employee and teacher plan is amortized on a level percentage of 
payroll over the amo1tization period then in effect under statuto1y and constitutional requirements (note 7 to the 
Financial Statements). The unfunded actuarial accmal liability of the judicial plan is amo1tized over a period of which 
13 years remained at June 30, 2004. 

The Initial Unpooled Unfunded Actuarial Liabilities (IUUALs) of PLDs are amortized over periods established for 
each PLD separately. During fiscal years 2004 and 2003, various PLDs conti·ibuted in total approximately $9,424,000 
and $13,933,000, respectively, to reduce or pay in full their IUUALs. The Consolidated Plan has no Pooled Unfunded 
Actuarial Liability. 

Significant actuarial assumptions employed by the actuary for funding purposes as of June 30, 2004 are as follows : 

Investment Return - 8% per annum, compounded annually. 

Salary Increases - State employee and teacher plan, 5.5% to 9.5% per year; j udicial and legislative plans, 5% per 
year; Consolidated Plan for PLDs, 4 .5% to 9% per year. 

Mortality Rates - For active State employee members, active participating local disti-ict members, non-disabled 
State employeeretirees, nondisabled pa1ticipating local district members, judges with retirement dates on or after July 
1, 1998, UP 1994 Tables are used; for active teacher members and nondisabled teacher retirees with retirement dates 
on or after July I, 1998, 85% of UP 1994 Tables are used; for nondisabled State employee retirees, nondisabled 
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REQUIRED SUPPLEMENTARY INFORMATION 
NOTES TO HISTORICAL PENSION INFORMATION 

June 30, 2004 and 2003 
(unaudited) 

participating local district members, judges, with retirement dates before July 1, 1998, GAM 1971 Tables are used; 
for nondisabled teacher retirees with retirement dates before July 1, 1998, GAM 1971 Tables with ages set back two 
years are used; for all recipients of disability benefits with retirement dates on or after July 1, 1998, 1964 
Commissioners Disability Table is used; and for all recipients of disability benefits with retirement dates before July 
1, 1998, RPA 1994 Table for pre-1995 Disabilities is used. 

Cost of Living Benefit Increases - 4 % per annwn. 

(3) Actuarial Methods and Assumptions - Legislative Plan 

34 

The historical pension information was detennined as part of the actuarial valuations at the dates indicated. 
Additional infonnation as of the latest actuarial valuation date, June 30, 2004, is as follows: 

(a) Actuarial Cost Method 

The Aggregate actuarial funding method is used to detennine costs. Under this funding method, the total employer 
contribution rate consists of only one element, the nonnal cost rate. The nonnal cost rate is developed by taking the 
difference between the present value of futw·e benefits, less futw·e member contributions, and less the actuarial value 
of fiduciary assets and dividing the difference by the present value of futw·e payroll. 

Under the Aggregate actuarial funding method, there is no unfunded actuarial liability since the Actuarial Accmed 
Liability is set exactly equal to the actuarial value of assets. 

(b) Asset Valuation Method 

The actuarial valuation employs a technique for detennining the actuarial value of assets which dampens swings in 
market value. The specific technique adopted in this valuation recognizes in a given year one third of the investment 
retwn that is different from the 8.00% actuarial assumption for investment return. 

Significant actuarial assumptions employed by the actua1y for funding pm-poses as of June 30, 2004 are as follows: 

Investment Return - 8% per annum, compounded annually. 

Salary Increases - 5% per year. 

Mortality Rates - For legislators with retirement dates on or after July 1, 1998, UP 1994 Tables are used; for legislators 
with retirement dates before July 1, 1998, GAM 1971 Tables are used; for all recipients of disability benefits with 
retirement dates before July 1, 1998, 1964 Commissioners Disability Table is used; and for all recipients of disability 
benefits with retirement dates on or after July 1, 1998, RPA 1994 Table for pre1995 Disabilities is used. 

Cost of Living Benefit Increases - 4% per annum. 
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REQUIRED SUPPLEMENTARY INFORMATION 
NOTES TO HISTORICAL PENSION INFORMATION 

June 30, 2004 and 2003 
(unaudited) 

(4) Group Life Insurance Program 

The Group Life Insw-ance Program offered by the System provides for a life insw-ance benefit for certain active 
members equal to a member's annual base compensation as defined by statute. Upon retirement, life insw-ance 
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 minimwn of ten years. Premiwns 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 active state employees. 
Active teachers and employees of pa1ticipating local districts, as well as retired members of participating local 
districts, pay apremiwnrate of$0.22 and$0.46 per $1,000 of coverage per month, respectively, some or all of which 
may be deducted from employees' compensation as per individual agreements between employers and employe.es. 
Assumptions used to determine the actuarial liability are the same as for the pension plan. At June 30, 2004 and 2003, 
the net assets held in trust for group life insw-ance benefits were approximately $40. 014 million and $3 9. 043 million, 
respectively. At June 30, 2004 and 2003, the plan had the following actuarially determined liabilities: 

Actuarial liabilities: 
Active participants 
Retired pa1ticipants 

Total 

$ 

$ 

2004 
(In millions) 

49.2 
42.5 

91.7 
======= 

2003 

44.6 
42.7 

87.3 
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! II SUPPLEMENTAL SCHEDULE OF STATEMENT OF CHANGES IN PLAN NET ASSETS 
YEAR ENDED JUNE 30, 2004 

6T 
1D 
;;o 

~. 
ii> 

i Ill TOTAL 
STATE TEACHER JUDICIAL LEGISLATIVE PLO PENSION GLI 

V, 

f 111 Financial statement balance, June 30, 2003 $ 2,038,015,822 3,344,216,946 33,189,774 5,717,381 1,515,061,470 6,936,201,393 39,042,736 

3 Inter-fund transfers, June 30, 2003 (559,331} 0 0 0 559,331 0 0 

Beginning balance, July 1, 2003 2,037,456,491 3,344,216,946 33,189,774 5,717,381 1,515,620,801 6,936,201,393 39,042,736 

Additions: 
Net investment income 335,927,669 553,423,248 5,458,208 938,308 248,209,381 I, 143,956,814 391,887 
Member contributions 35,703,776 75,233,454 418,610 120,759 20,778,029 132,254,628 8,345,241 
State and local agencies contributions • 96,456,763 176,013,256 1,012,829 0 17,089,419 290,572,267 0 

Total additions 468,088,208 804,669,958 6,889,647 1,059,067 286,076,829 1,566,783,709 8,737,128 

Deductions: 
Benefits paid 157,023,877 204,551,287 1,911,316 130,560 70,181,788 433,798,828 7,747,321 
Refunds 4,458,402 7,446,092 0 0 3,773,228 15,677,722 19,535 

Total deductions 161,482,279 211,997,379 1,911,316 130,560 73,955,016 449,476,550 7,766,856 

Net increase 306,605,929 592,672,579 4,978,331 928,507 212,121,813 1,117,307,159 970,272 

Balance, June 30, 2004 $ 2,344,062,420 3,936,889,525 38,168,105 6,645,888 1,727,742,614 8,053,508,552 40,013,008 

* Contributions for state and local agencies are shown net of administrative revenue and expenses. 

See accompanying independent auditors' report. 

TOTAL 
NET ASSETS 

6,975,244,129 
0 

6,975,244,129 

1,144,348,701 
140,599,869 
290,572,267 

1,575,520,837 

441,546,149 
15,697,257 

457,243,406 

1,118,277,431 

8,093,521 ,560 



• FINANCIAL SECTION 

GROUP LIFE INSURANCE PROGRAM 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 
FOR THE FISCAL YEARS ENDED JUNE 30, 2004 and 2003 

Additions 

Total Premiums Collected 
Earnings on Investments 

Total additions 

Deductions 

Claims Paid 
Basic 
Supplemental 
Dependent 
Retired Employees 

Total Claims Paid 

Retention Expense 

Conversion Expense 

Total Deductions 

Net increase (decrease) 

Net Assets held in trust fot· Group Life Insurance benefits 

Beginning of Year 

End of Year 

200:1 

$ 8,325,711 
310 187 

$ 8,635,898 

1,594,290 
1,612,704 

211,500 
3.649,726 

$ 7,068,221 

643 ,200 

35 900 

$ 11:11 J2l 
888,578 

$ 39.042,731 

$ 40 013 009 

MAINE LEARNING TECHNOLOGY FUND 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 
FOR THE FISCAL YEARS ENDED JUNE 30, 2004 and 2003 

Additions 

Contributions 
Investment Income (Loss) 

Total additions 

Deductions 

Withdrawals 
Investment Expense 

Total Deductions 

Net increase (decrease) 

Net assets held in trust fot· Maine Learning Technology Fund 

Beginning of Year 

EndofYear 

2004 

$ 200,000 
68,675 

$ 268,675 

13,819,306 
8,194 

$ 13,827,501 

(13,558,826) 

$ 13,558,826 

$ 0 

2003 

$ 8,042,517 
2.150,357 

$ 10,192,874 

1,684,414 
731,000 
314 ,224 

4.302,678 

$ 7,032,316 

679,744 

67 900 

$ 1112 2'20 
2,412,914 

$ 36.629,817 

$ 39 042 731 

2003 

$ 2,302,100 
507,471 

$ 2,809,571 

20,174,505 
23,102 

$ 20,197,607 

(17,388,036) 

$ 30,946,862 

$ 13,558,826 
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SUPPORTING SCHEDULES 

INVESTMENT EXPENSES 
(in thousands) 

Investment Management Fees 2004 2003 

Egui~ Investments: 
Domestic $ 5,434 $ 3,382 
International 3,585 2,545 

Fixed Income Investments: 
General Domestic Fixed Income 940 2,636 
Treasmy Inflation Protected Securities 55 0 

Other Investments: 
Cash 2 3 

Total Investment Management Fees $ 10,016 $ 8,566 
Investment Service Fees 

Custodial Fees $ 125 $ 125 
Investment Advisor Fees 246 230 
Security Lending Management Fees 319 347 
Other Service Fees 1,200 319 

Total Investment Management and Service Fees $ 11,907 $ 9,587 

ADMINISTRATIVE EXPENSES 

Personal Services 
Depreciation 
All Other 
Total 

Actuarial Fees 
Audit Fees 
Legal Fees 

Total 

$ 

$ 

(in millions) 

Over 
2004 2004 (Unde1·) 

Exl!ense Budget Budget 

7.1 7.1 0.0 
0.4 0.6 (0.2) 
2.0 2.6 ~0.62 
9.5 10.3 ~o.8l 

PROFESSIONAL EXPENSES 
(in thousands) 

$ 

$ 

Maine State Retirement System 

2003 2003 
E!}!ense Budget 

6.7 6.7 
0.3 0.5 
2.8 2 .7 
9.8 9.9 

Year Ended June 30 
2004 2003 

103.0 
90.0 
99.1 

189.1 

107.7 
77.1 
80.3 

157.4 

Over 
(Under) 
Budget 

0.0 
(0.2) 
0.1 

~0.l l 
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INVESTMENT SECTION v, 

Board of Trustees 
Malne Stale Retlr8fnBnt SystGm 

46 S1a1e House Station 

Al>gusta, ME 04333-0~6 

ENNISKNUPP 
March2 m5 

NJ indepandenl hwestmenl MV!sor to the Board of Trustees of tt"ie Mame Slate R~llr~t Syslem 
rf,1SRS"), we c:oornent on the repabng of MSRS tnVestment results, ~tSRS invescment policy and the 
Boan:l's oversighl or Svslem inveslrneols 

tnvostmont Rcrwlts M SR£ lnvG.S1men1 re&.-11:s, as preser,1i3d In this 18!JOr1, fulrly reprEW..111 in our opll'U.'lll, 
Iha lt1Yasln•ool PEl1 lnmia: lee ofMSRS ~f& /J. I rnoo~..1rt11nar~s ~ (;OtllpallOOll!l '18l(tl t,eeri rnfJde IJElng 
standard petf0tmenca evelull110"1 mothods. tmd reEUlts are p,eoontod 111 a mamer oonSIS!l!(ll w,lh Ulit 
F'arfotm.moo Presen latlan Standillds ol I)~ ,t.,ssodatlon '«lr l,We&m:!nl Manegemenl and Research 

lnv6siroont Polh;y_ M~S assols are tnan3Jed under Ym!l-art10,115Lt-d policies. which rn our opinion, ~e 
~propfiale lo~ drcurnslanoes ol MSrl'S. lrr,eslrner,1 polir./ is !Jro.JH!SS:Ve, ~al prudenl The policies 
~ di'l9fsffi~ioo aid sxHbll att13nflon lo ~ CQf)lrof gooer~)' ThnJl.19hou11"1i! r~ lhB 81)ard, 
Executi11e Oirecior and Chief lrnreskoont Officer have lalen appropriate measures lo ensure that 
lnv~ots h.r.·e oonfot1Tl8d wllh lhe Boud'e rx>llciae. 

Pn.tcfent Oversight Whi,e delegating dav-to~G'/ ln\leslrnenl n'ltiflagemenl respongbinly lo its slalf, !he 
Boar-d re1alns lhe responsiblllty 101n0nltor all especlsof lnv~I In our opnlon, 11w Board h81> 
established and exooull!d an appropriately ccmpre.hensive process ior O\lflrseeing the managemenl of 
;assets. Through regUlar ,eviews by lhe 6oard, quirterly pertorrnMOe E(>prciisals oy at ilXlependenl ftrm 
ood lh8 day-lo-day overslgh1 actiYlties ot th8 siafl, lhe Board has achia•,ed a high degree of awareness and 
critical oversight of MSRS lnveslments. 

Very truly yours, 

Richarci M. Ennis, CPA 
Pnncipal 
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· INVESTMENT SECTION 

DEFINED BENEFIT PLANS 

INVESTMENT ACTIVITY 

The table and graph below summarize po1tfolio activity for the ten years ended June 30, 2004. During this period, assets increased 
by more than two and one half times from approximately $3 billion to $8 billion. Approximately $4.5 billion of the increase is 
attributable to net investment gains, with the remainder attributable to contributions in excess of benefit payments over the period. 
In the year ended June 30, 2004, however, benefit payments exceeded contributions, and this is expected to continue in the future . 

The rates of return displayed in the table are time weighted rates of retum, based on the market value of the assets. The table displays 
the net invested assets of the investment portfolio. Securities lending liabilities are netted against securities lending collateral. 
Certain assets , such as cash in the System's operating bank accounts and office buildings are not considered pa1t of the investment 
portfolio, and are therefore not included in the table or graph. 

SUMMARY OF INVESTMENT ACTIVITY 

Opening Closing 
Market Market Rate of 

FY Ended June 30 Value Value Retum 

2004 6,9 19 8,021 16.6% 

2003 6,574 6,919 5.3% 

2002 7,001 6,574 -7.5% 

2001 7,587 7,001 -7.8% 

2000 6,885 7,587 9.7% 

1999 6,104 6,885 11 .2% 

1998 5,141 6,104 17.8% 

1997 4,213 5,141 18.8% 

1996 3,645 4,273 16.6% 

1995 3,066 3,645 17.6% 

10-year period 3,066 8,021 9.4% 

9,000 

8,000 

7,000 

6,000 

5,000 
Millions of 00I1s1,s 

4,000 

3,000 

2,000 

1,000 

1995 1996 1997 1996 1999 2000 2001 2002 2003 2004 
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INVESTMENT SECTION v, 

INVESTMENT PORTFOLIO 

The previous graph illustrates the impo1tance of investment retums to the financing of the System's defined benefit plans. In this 
section, the investment strategy that MSRS has adopted to optimize the financial health of the plans is reviewed. 

The System invests essentially all of the defined benefit plan assets in four major asset classes: publicly traded domestic stocks, 
publicly traded foreign stocks, publicly traded bonds, and Treasury Inflation Protected Securities (TIPS). Currently, less tltan 0.5% 
of the assets are invested in assets outside of these four categories. The table and pie chaits below display the actual allocations 
at June 30 for the years ended June 30, 2004 and 2003. MSRS assigns target allocations for each asset class, with minor variations 
pemutted between actual allocations and the targets. The current targets are 50% for domestic stocks, 15% for foreign stocks, 5% 
for general fixed income securities, and 30% for TIPS. 

The Board ofTmstees believes a pmdent investment strategy for a defined benefit plan requires accepting some level of investment 
risk. The Board believes that allocating 65% to 70% of assets to equities provides a pmdent compromise betv.•een low risk and 
high retum for the plans. 

STRATEGIC ASSET ALLOCATION 

FY Ended June 30 

2004 

2003 

Domestic 
Equity 

50% 

52% 

STRATEGIC ASSET ALLOCATION 
At June 30, 2004 

Treasury Inflation 
Protected 
Securities 

General Fixed 
Income 

Foreign Equity 

Domestic Equity 

Foreign 
Equity 

16% 

14% 

General 
Fixed 

Income 

7% 

33% 

Treaswy Inflation 
Protected Securities 

26% 

0% 

STRATEGIC ASSET ALLOCATION 

At June 30, 2003 

General Fixed 
Income 

Foreign Equity 

Domestic Equity 

The System does not shift funds between asset classes based on short-te1m forecasts or results. The Board believes such "market 
timing" is a high-cost and high-risk strategy, inconsistent with the long-tenn nature of pension investments. In 2004, the System 
reduced its target allocation for general fixed income investments from 35% to 5% and created a target allocation of30% for long 
maturity TIPS. Because the plans' benefit payments are tied to inflation, and because the payments ai·e due many years into the 
future, the Board believes this change to TIPS will better ensure that there are sufficient assets to pay these liabilities than would 
general fixed income instruments. 

Because most of its benefit payments are not due for several decades into the future, the System has concluded that it is pmdent 
to invest a substantial po1tion of its assets in equities. For tlte past ten years, tlte System has invested betv.•een 60% and 65% of 
its assets in equities . Over this period, tlteretum on equities exceeded that on fixed income investments. (See Performance: Actual 
Returns vs. Benchmark Returns on page 46.) The System expects tltat relationship to hold in the future . 
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· INVESTMENT SECTION 

Essentially all of the assets of the System's plans are in portfolios managed by professional investment management fams. These 
managers act as fiduciaries and invest the assets assigned to them in accordance with the System's investment policies and the 
agreements between MSRS and the investment managers. 

Approximately 80% of assets were invested in passively managed index funds (including TIPS funds) at June 30, 2004. The Board 
ofTmstees believes that index funds are a cost-effective way of investing in most of the world's capital markets. However, the 
System does make use of actively managed portfolios where it believes it has identified managers who can add value over an index 
fund, net of all costs. At June 30, 2003, 58% of the investments were passively managed. The increase during FY 2004 was the 
result of replacing actively managed general fixed income investments with TIPS funds. It is anticipated that the System's 
propo1tion of passively managed assets will retum to its historical level of 50% to 60%. 

The System uses a single fum to manage all of its passive investments. This enables the System to obtain very attractive fees and 
also provides other cost savings on certain kinds of transactions. Since passively managed po1tfolios have extremely low risk of 
underperforming their benchmarks, the Board does not believe this represents an excessive concentration of risk. 

DEFINED BENEFIT PLANS 

INVESTMENT PORTFOLIO 

at 6/30/2004 at 6/30/2003 
millions % of millions %of 
of dollars assets of dollars Assets 

Domestic Equity 
State Street Global Advisors (Index Funds) 3,283 41% 3,008 38% 
Peregrine Capital Management 324 4% 247 3% 
Jacobs Levy Equity Management 215 3% 182 2% 
Wellington Management Company 209 3% 177 2% 
Other l 0% .l 0% 

Domestic Equity 4,033 50% 3,617 52% 

Foreign Equity 
State Street Global Advisors (Index Funds) 528 7% 399 6% 
Martin CwTie and Company 296 4% 224 3% 
T. Rowe Price 230 3% 182 3% 
Wellington Management Company 250 3% 193 3% 

Foreign Equity 1,304 16% 998 14% 

Treasury Inflation Protected Securities 
State Street Global Advisors (Index Fund) 2,095 26% 0 0% 

General Fixed Income 
State Street Global Advisors (Index Funds) 585 7% 625 9% 
Alliance Capital Management 0 0% 385 6% 
J.P. Morgan Fleming Asset Management 0 0% 556 8% 
Loomis Sayles and Company 0 0% 211 3% 
TCW Management 0 0% 522 8% 
Other J. 0% .l 0% 

General Fixed Income 588 7% 2,301 33% 

Other l 0% l 0% 

Total Assets 8,021 100% 6,919 100% 
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DEFINED BENEFIT PLANS 

LARGEST HOLDINGS 

At June 30, 2004 

Largest Equity Holdings 

General Electric 

Microsoft 

Pfizer 

Citigrnup 

Exxon Mobil 

Bank of America 

Intel 

AIG 

Johnson and Johnson 

Cisco 

Largest Fixed Income Holdings 

TIPS 3.875% of04/15/2029 

TIPS 3.625% of2028 

TIPS 3.375% of2029 

FNMA 5.5% due 02/01/2033 

FNMA 5% due 04/01/2033 

FNMA 4.5% due 05/01/2018 

FHLM 5.5% due 01/01/2034 

FNMA 6% due 04/01/2032 

FNMA 6 due 04/01/2033 

GNMA 5.5% due 01/01/2033 

$ Millions 

102 

91 

83 

77 

73 

57 

48 

45 

44 

34 

$ Millions 

1,011 

837 

234 

23 

21 

13 

9 

9 

7 

7 

% of Assets 

1.3% 

1.1% 

1.0% 

1.0% 

0.9% 

0.7% 

0.6% 

0.6% 

0.6% 

0.4% 

% of Assets 

12.6% 

10.4% 

2.9% 

0.3% 

0.3% 

0.2% 

0.1% 

0.1% 

0.1% 

0.1% 

The System holds large positions in three Treaswy Inflation Protected Securities (TIPS) issues. While the positions in these 
securities are large relative to other holdings, the Board does not believe they constitute an inappropriate concentration of risk, since 
they are marketable securities canying the full faith and credit of the government of the United States. As explained earlier, long 
maturity TIPS have economic characteristics that mirror those of the System's long-tenn benefit liabilities. Therefore, the TIPS 
represent unusually low risk assets in tenns of funding the plans' benefit obligations. Other than TIPS, the holdings list is dominated 
by securities held in various index funds. 

The System's index fund investments are made through commingled funds, with MSRS owning units in the funds, and beneficial, 
rather than direct ownership of the securities . The largest holdings list reports beneficially owned securities as well as direct 
holdings held outside of the commingled funds. A complete list of securities holdings is available on request. 
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· INVESTMENT SECTION 

SECURITIES LENDING 

MSRS eams additional income on its investment po1tfolio by lending its securities. The System pays its custodian for managing 
the securities lending program. Information regarding the results of the securities lending program for the current and prior fiscal 
year may be found in the Financial Section at page 11. 

Several of the collective tiusts through which the System holds interests in commingled funds also lend securities. Because these 
tiusts are legal entities separate from MSRS, their lending activities are not reflected in the securities lending results repo1ted in 
the financial statements. Of course, the System shares in the income and the risks of the securities lending activity in the 
commingled funds, and the income is included in the total income and return figures in this Investment Section and the Financial 
Statements. 

INVESTMENT PERFORMANCE 

The table on the following page displays the rates of retum on the System's investments over the last ten years, and for the 
3 , 5-, and 10-year periods ended June 30, 2004. Because the System's investment strategy has changed very little from year to year, 
these results are detennined almost entirely by the behavior of the capital markets. Negative returns for the years ended June 30, 
2001 and 2002 were the result of declines in domestic and foreign stock markets, pa1tially offset by gains in the domestic bond 
market. 

Over the ten-year period, the average annual rate of return on the System's assets was 9.4%. MSRS experienced eight years of 
positive retums and two years of negative returns. These results are consistent with the long-term risk/retum sti·ategy that fonns 
the basis of the System's policies. At 9 .4 %, the ten-yearretum exceeds the 8% investment return assumption utilized in the actuarial 
process throughout this period. 

Because the Board of Trustees rarely changes its asset class allocation targets, most of the System's investinentretum is determined 
by the choice of targets, i.e., by the System's choice of investment strategy and, as mentioned above, the behavior of the capital 
markets in general. A minor po1tion of the investment retum is detennined by how well the investment managers perfo1m their 
assignments. To measure this, the Board compares the retum on each manager's portfolio to appropriate benchmarks. Over the 
ten years ended June 30, 2004, the return on the System's actual total po1tfolio equaled the retum on its total perfo1mance 
benchmark. Positive performance in five of the ten years was offset by negative perfonnance in five of the ten years. In te1ms of 
asset classes, negative pe1formance in domestic equities over the ten years was offset by positive performance in other categories. 

The total retum figures in the table below are net of all expenses that can be directly attributed to the investment program. 
(See Expenses, page 4 7 .) The table repo1ts time weighted rates of return based on the market value of the assets. 

The Board of Tmstees believes that the retum infonnation provided here complies with the AIMR Perfonnance Presentation 
Standards, except where the explicitly described methods are not consistent with those standards. 
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DEFINED BENEFIT PLANS 

PERFORMANCE: ACTUAL RETURNS vs. BENCHMARK RETURNS 

TOTAL FUND DOMESTIC EQUITY FOREIGN EQUITY 

Actual Bcnchmarlc Actual Benchmark Actual 
Return Return Perfo1U1ance Return Return Performance Return 

2004 16.6% 15.9% 0.7% 21.3% 21.2% 0.1% 30.5% 

2003 5.3% 4.3% 1.0% 0.9% 13% -0.4% -4.5% 

2002 -7.5% -6.8% -0.7% -17.4% - 16.6% -0.9% -9.5% 

2001 -7.8% -7.8% 0.0% -14.8% -15.3% 0.6% -24.0% 

2000 9.7% 9.1% 0.6% 10.0% 9.5% 0.5% 19.0% 

1999 11.2% 12.7% -1.5% 18.2% 19.6% -13% 4.6% 

1998 17.8% 18.7% -0.9% 26.6% 28.9% •2.2% 4.5% 

1997 18.8% 19.0% -0.2% 27.5% 29.3% -1.8% 16. 1% 

1996 16.6% 16.2% 0.4% 25.1% 26.2% -1.1% 15.8% 

1995 17.6% 17.3% 0.3% 24.2% 24.7% -0.5% 3.9% 

3 years ended 2004 4.3% 4.1% 0.2% 0.3% 0.8% -0.5% 4.1% 

5 years ended 2004 2.8% 2.5% 0.3% -1.1% -1.0% -0.1% 0.4% 

I O years ended 2004 9.4% 9.4% 0.0% 10.9% 11.5% -0.6% 4.5% 

Note: Returns for TIPS and their benchmark are for the period from October 1, 2003 to June 30, 2004, and are not annualized 

Benchmarks: 

Total Fund: A combination of the benchmarks for asset classes using the target asset class weights 

Domestic Equity: DJ Wilshire 5000 

Foreign Equity: Morgan Stanley Capital International All Country World Ex-U.S. Free, since January I, 1998 

Morgan Stanley Capital International Europe, Australia, and Far East Index, prior to January I, 1998 

Gen. Fixed Inc.: Lehman Bros. Aggregate Bond Index, since December 31, 2003 

Lehman Bros. Universal Bond Index, from March 31, 2003 to December 31, 2003 

Lehman Bros. Aggregate Bond Index, prior to March 31, 2003 

TIPS: Lehman Bros. U.S. Treasury Inflation Notes IO+ Year Index since December 31~2003 

Benchmark 
Return Performance 

32.0% -1.5% 

-4.6% 0.1% 

-8.4% -1.1% 

-24.1% 0.1% 

17.8% 1.1% 

91% -4.7% 

2.2% 2.3% 

12.8% 3.3% 

13.3% 2.5% 

1.8% 2.1% 

4.9% -0.8% 

0.6% -0.2% 

4.1% 0.4% 

GENERAL FO.'ED INCOME 

Actual Benchmark 
Return Return Performance 

3.1% 1.0% 2.1% 

13.1% 11.0% 2.1% 

7.3% 8.6% -1.4% 

9.6% 11.2% -1.6% 

5.2% 4.6% 0.6% 

3.3% 3.1% 0.2% 

10.5% 10.5% -0.1% 

8.7% 8.2% 0.6% 

5.3% 5.0% 0.3% 

12.5% 12.5% 0.0% 

7.7% 6.8% 0.9% 

7.6% 7.2% 0.4% 

7.8% 7.5% 0.3% 

TREASURY INFLATION 
PROTECTED SECURITIES 

Actual Benchmarlc 
Return Return Performance 

I 4.5% 4.8% -0.3% 



· INVESTMENT SECTION 

INVESTMENT EXPENSES 

The table below displays investment management expenses that are directly attributable to the investment program and that are paid 
directly by the System. Examples of directly attributable expenses include fees paid to investment managers and compensation 
and expenses of the System's own investment staff. Examples of expenses that are not directly attributable to the investment 
program and therefore not included in expenses include office space expense and time spent on investment matters by anyone other 
than full-time investment staff. Other expenses not paid directly by the System include the expenses of securities lending programs 
conducted by managers of the commingled funds. 

INVESTMENT MANAGEMENT EXPENSES 

Total for FY Ended Jlllle 30 1 Millions % of Assets 

2004 12.0 0.16% 

2003 9.6 0.14% 

2002 10.4 0.15% 

2001 10.8 0.15% 

2000 12.2 0.17% 

1999 12.l 0.19% 

1998 10.6 0.19% 

1997 10.7 0.23% 

1996 8.8 0.22% 

1995 7.0 0.21% 

Detail foc FY ended J\Ule 30 2004 

Investment management fees 1 Millions % of Assets 
Domestic Equity 

State Street Global Advisors 0.1 0.00% 

Peregrine Capital Management 3.4 l.18% 

Jacobs Levy Equity Management l.O 0.50% 

Wellington Management Company 0.9 0.45% 

5.4 0.14% 
Foreign Equity 

State Street Global Advisors 0.2 0.04% 
Martin Currie 1.1 0.44% 
T. Rowe Price 0.9 0.45% 
Wellington Management Company 1.1 0.50% 

3.3 0.29% 
General Fixed Income 

Morgan Fleming Asset Management 0.7 0.23% 
TCW 0.4 0.17% 
Alliance Capital Management 0.1 0.07% 
Loomis Sayles 0.2 0.19% 

1.5 0.10% 
Treasury Inflation Protected Securities 

State Street Global Advisors 0.1 0.01% 

Subtotal Investment Management Fees 10.2 0.13% 

Other ..l.1 0.02% 
Total for FY ended June 30, 2004 12.0 0.16% 

Where the table displays an expense as a percentage of assets, the percentage is calculated with respect to the assets associated with 
the particular expense item. For example, Jacob Levy's $ 1.0 million of management fees in 2004 was 0. 51 % of the average assets 
managed by Jacobs Levy. 

Expenses as a percentage of assets have been less than 0.25% of assets annually throughout the ten-year period ended June 30, 
2004. This compares favorably to, for example, typical investment expenses of 1 % or more annually for typical mutual funds. 
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INVESTMENT SECTION v, 

Investment Technology Group 

Wedbush Morgan Securities 
Credit Suisse Fit·st Boston 

U.S. Banco1p Piper Jaffray 

Lehman Brothers 

Morgan Stanley 

Jeffries & Co. 

Citigroup Global Markets/Smith Bamey 

Bear, Steams Securities 
Wachovia Capital Markets 

Others 

DEFINED BENEFIT PLANS 

BROKERAGE COMMISSIONS 

Year Ended June 30, 2004 

Commissions Amount Traded Commissions 
$ Millions $ Millions %.Amt Traded 

0.114 348.44 0.03% 

0.112 24.04 0.47% 

0.110 41.64 0.26% 

0.106 33.09 0.32% 
0.097 40.45 0.24% 

0.094 159.75 0.06% 

0.092 27.53 0.33% 

0.092 32.47 0.28% 

0.092 26.91 0.34% 

0.086 32.14 0.27% 

3.647 1578.94 0.23% 

4 .642 2345.4 0.20% 

Amount Traded Commissions 

Millions of Shares Cents 12ei· Share 

12.4 0.9 

2.2 5.0 

2.2 4.9 

2.2 4.9 

2.0 4.9 

5.5 1.7 

1.9 4.9 

1.9 4.8 

1.9 5.0 

1.7 5.0 

818.5 0.4 

852.4 0.5 

Commissions reported above are those paid directly by MSRS. The table does not include other transaction costs that the System 
may incur, nor does it include brokerage commissions incwTed indirectly through its investment in collllllingled funds . Brokerage 
commissions and other transaction costs are excluded from the expense table on page 4 7. Those commissions and expenses are 
accounted for in the net income and total return figures reported elsewhere in this report. 

Selection of brokers is at the discretion of the System's investment managers, subject to their fiduciary obligations. MSRS does 
not have any directed brokerage programs, commission recapture prograins, or similar an-angements. Some of the System's 
managers have soft dollar an-angements with brokers, in which the broker agrees to provide additional services to the manager 
beyond trade execution. 
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· INVESTMENT SECTION 

GROUP LIFE INSURANCE PROGRAM 

INVESTMENT ACTIVITIES 

The Group Life Insurance program is supported by premiums paid by its participants and by reserves. Substantially all the reserves 
are maintained in an investment portfolio, for which the sullllllary results are displayed below. (Certain assets, such as the cash 
in the operating bank account, are not considered part of the investment po1t folio.) Over this period, there has been a small net 
cash outflow from the investment portfolio, and the increase in portfolio value is solely attributable to investment retum. 

SUMMARY OF INVESTMENT ACTIVITIES 

FY Ended Opening Market Closing Market 
June 30 Value Value Rate ofRetum 

2004 41.5 41.8 0.7% 

2003 39.3 41.5 5.5% 

2002 36.6 39.3 7.5% 

2001 34.4 36.6 9.5% 

2000 32.9 34.4 3.8% 

1999 29.7 32.9 3.9% 

1998 28.0 29.7 6.1% 

1997 28.3 28.0 6.1% 

1996 26.9 28.3 5.2% 

1995 (not a11ailable) 

9-year period 26.9 41.8 5.4% 

The assets are invested in a medium tem1, investment grade, fixed income po1tfolio. Although there have been only small net 
outflows from the investment po1tfolio for many years, based on the actuarial info1mation available to the System at this time, 
MSRS does not believe that strategies including equities and long te1m fixed income investments are appropriate. 

The assets are managed by State Street Global Advisors in a collllllingled fund. Because the assets are invested in a collllllingled 
fund, they are not available for the System's own securities lending program. Any securities lending unde1taken by the collllllingled 
fund is not covered in this report, although any results are reflected in the total retum and gain/loss figures. 

Over the nine-year period ended June 30, 2004, the actual retum on the po1tfolio was slightly higher than the retum on the 
perfo1mance benchmark. Positive perfonnance in six of the nine years exceeded negative perfo1mancein the remaining three years. 
The table displays time weighted rates of retum. These results are consistent with the long te1m risk/retum strategy of the System's 
investment policies. 

A minor portion of investment retum is dete1mined by how well the investment manager perfonns its assignment. To measure this, 
MSRS compares the retums on the po1tfolio to an appropriate benchmark. Over the nine year period ended June 30, 2004, the retum 
on the actual po1tfolio was slightly lower than the retum on the performance benchmark. Positive perfo1mance in six of the nine 
years was offset by negative perfonnance in three of the nine years. 

The portfolio has been afforded attractive pricing due to the System's overall relationship with the investment manager, which has 
been substantial and longstanding. This portfolio's po1t ion of the System's compensation to the investment manager is negligible, 
as is its allocated po1tion of other direct investment costs incurred by the System. Because the assets are invested in a commingled 
fund, there are no brokerage commissions paid directly by the System. Investment results reflect commissions and other transaction 
costs incurred by the commingled fund. 
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INVESTMENT SECTION v, 

GROUP LIFE INSURANCE PROGRAM 
PERFORMANCE: ACTUAL RETURNS VS. BENCHMARK RETURNS 

Fiscal Years Ended June 30 

Actual Retum Benchmark Retum Performance 

2004 0.7% 0.5% 0.2% 
2003 5.5% 4.9% 0.6% 
2002 7.5% 7.0% 0.6% 
2001 9.5% 9.3% 0.2% 
2000 3.8% 5.5% -1.7% 
1999 3.9% 4.7% -0.8% 
1998 6.1% 5.3% 0.8% 
1997 6.1% 5.3% 0.8% 
1996 5.2% 5.4% -0.2% 
1995 (not available) 

3 Years Ended 2004 4.6% 4.1% 0.5% 
5 Years Ended 2004 5.4% 5.4% 0.0% 
9 Years Ended 2004 5.3% 5.3% 0.1% 

10 Years Ended 2004 (not available) 

Benchmarks: 
MetTill Lynch 1 to 3-year Treasw-y fudex prior to Janua1-y 1, 2000 
Lehman Brothers 1 to 3-year Government Bond fudex since January 1, 2000 
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ACTUARIAL SECTION 
The System's Comprehensive Annual Financial Report (CAFR) 

includes the actuarial valuations for its plans prepared as of June 30th 
of the fiscal year prior to the fiscal year of the CAFR itself. These are 
presented in order to better align the data contained in the valuation 
with its resulting effect on the System's financial condition, as 
described by the financial statements. 

Actuarial valuations presented in this FY 2004 Comprehensive 
Annual Financial Report are for the year ended June 30, 2003. The 
valuations are used to establish employer contribution rates. Fom 
valuations are presented: 

♦ State Employee and Teacher Plan 
♦ Legislative Retirement System 
♦ Judicial Retirement System 
♦ Consolidated Plan for Participating Local Districts 

1 State and Teacher, Legislative and Judicial Plans - Results of 
plan valuations prepared as of June 30 of an even-numbered year are 
itnplemented as employer contribution rates in the State's biennial 
budget that covers the two-year period beginning July 1st of the 
following year of the valuations. For example, the results of the June 
30, 2002 valuations established the employer contribution rates for 
the· FY 2004-2005 biennium which began July 1, 2003. The State of 

,' Maine makes the employer contribution for all non-grant funded 
- employees who are members under the State Employee and Teacher 

plan and the Legislative and Judicial plans. Valuation results as of 
June 30 of odd-numbered years, such as the June 30, 2003 valuation, 
while comprising important info1mation, are not used to set State 
employer contribution rates. 

Consolidated Plan fo1· Participating Local Districts (PLD) -
The Consolidated Plan valuation is prepared each year, repo1ting 
results as of June 30th. These results are then implemented in PLD 
budgets covering a tv.•elve month period that begins as of July 1st one 
year later. For example, the valuation results for the period ending 
June 30, 2003 established the pa1ticipating employer rates for the 
tv.•elve month period beginning July 1, 2004. Each pa1ticipating local 
district that is in the Consolidated Plan makes the employer contribu
tion required by the Consolidated Plan valuation for the plan(s) 
covering its employee members. 
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A MIL L IMAN G L OBA L FIRM 

• Milliman USA 
C-Onsultants and Actuaries 

Febmary 27, 2004 

Board ofTmstees 
Maine State Retirement System 
#46 State House Station 
Augusta, ME 04333-0046 

Dear Members of the Board: 

8000 Towers Crescent Drive, Suite 1000 
Vienna, VA 22182-2700 
Tel 1-703-917-0143 

Fax 1-703-827-9266 
www.milliman.com 

At your request, we have conducted our annual actuarial valuation of the State Employee and Teacher Plan of the Maine State 
Retirement System. The results of the valuation are contained in the following repo1t. 

In performing this valuation, Milliman used assumptions and methods that meet the parameters set by Govenunent Accounting 
Standards Board (GASB) Statement No. 25, Financial Repo1ting for Defined Benefit Pension Plans and Note Disclosures for 
Defined Contributions Plans. The actuarial assumptions have been recommended by the actua1y and adopted by the Board of 
Tmstees based on Milliman's most recent review of the System's experience completed during Fiscal Year 1998. We believe the 
assumptions used, in the aggregate, reflect our best estimate of anticipated future experience of the plan. The results of this repo1t 
are dependent upon future experience conforming to these assumptions. It is ce1tain that actual experience will not confonn exactly 
to these assumptions. Actual amounts will differ from projected amounts to the extent actual experience differs from expected 
experience. The Board of Trustees has the final decision regarding the appropriateness of the assumptions. 

In preparing our report we relied, without audit, on information (some oral and some written) supplied by the Retirement System. 
This info1mation includes, but is not limited to, plan provisions, employee census data and financial information. We did not audit 
this data. However, we compared the census data and financial information with the previous yea1's info1mation and reviewed the 
results for reasonableness. We found the data to be reasonably consistent and comparable with data used in the prior valuation. 
If the underlying data or information is inaccurate or incomplete, the results of our analysis may likewise be inaccurate or 
incomplete. 

We understand this repo1t is considered a public document and, as such, may be subject to disclosure to third parties. However, 
we do not intend to benefit, and assume no liability to, any third party who receives the repo1t in this fashion. Any distribution of 
this report must be in its entirety including this cover letter, unless prior written consent from Milliman USA is obtained. 

We hereby certify that, to the best of our knowledge, this repo1t is complete and accurate and has been prepared in accordance with 
generally recognized and accepted actuarial principles and practices which are consistent with the applicable Guides to 
Professional Conduct, Amplifying Opinions, and Supporting Recommendations and Interpretations of the American Academy of 
Actuaries. 

Sincerely, 

Milliman USA 

I, Theresa Leatherbury, am a consulting actua1y for Milliman USA. I am also a member of the American Academy of Actuaries 
.and meet their Qualification Standards to render the actuarial opinion contained herein. 

~Vv ~if 

Theresa Leatherbwy, F.S.A. 
Principal 

I, Althea Schwartz, am a consulting actua1y for Milliman USA. I am also a member of the American Academy of Actuaries and 
meet their Qualification Standards to render the actuarial opinion contained herein. 

Althea Schwa1tz, F.S.A. 
Principal 
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~ ACTUARIAL VALUATION JUNE 30,2003 - STATE EMPLOYEE AND TEACHER PLAN 

OVERVIEW 

SECTION I 
BOARDSUM1\1ARY 

This report presents the results of the June 30, 2003 actuarial valuation of the State Employee and Teacher Plan of the Maine State 
Retirement System (MSRS). The primary purposes of perfonning the annual actuarial valuation are to: 

1) Detennine the contributions that would have been paid by the State effective July 1, 2004 (fiscal year 2005) absent 
the State's biennial budgeting practice and the incorporation in it of retirement contributions; 

2) Measure and disclose, as of the valuation date, the financial condition of the Plan; 

3) Indicate trends in the financial progress of the Plan; 

4) Provide specific information and documentation required by the Govemment Accounting Standards Board (GASB) . 

In this section of the report, we present a summary of the above infonnation in the fo1m of: 

• The actuary's comments; 

• The prior year's experience of the Plan's assets, liabilities, contributions, and membership; 

• A series of graphs highlighting key trends experienced by the Plan; and 

♦ A tabular summa1y, intended for quick reference purposes, of all principal results from this year's valuation, compared 
to the prior year. 

ACTUARY'S COMMENTS 

As of the June 30, 2003 actuarial valuation, the Plan's unfunded actuarial liability was $2,921 million. This is an increase from 
last year's unfunded actuarial liability of$2,593 million. The main cause of the increase in unfunded actuarial liability is the lower 
retum on assets than is expected by the actuarial investment return assumption. During the year ended June 30, 2003, the Plan's 
assets eamed 5.3% on a. market value basis. Due to the Plan's asset-smoothing technique, the retum on the actuarial asset value 
was 2.4%. This retum is below the assumed rate of return of8.0% and resulted in an actuarial loss on investments of$325 million. 
The actuarial loss on investments is slightly offset by a $15 million actuarial gain on plan liabilities. 

The actuarially detennined contribution rate for FY 2004 (which began on July 1, 2003) that was established on the basis of the 
June 30, 2002 valuation was 19 .32%. At the time of the 2002 valuation, the 19-year amortization period was in place. At the sta1t 
of FY 2004, there would have been 16 years remaining in that amortization period. The FY 2004 contribution rate established by 
the 2002 valuation was therefore based on a. 16-year amortization of the unfunded actuarial liability. However, late in FY 2003, 
the Legislature established a 25-year amo1tization period effective July 1, 2003. Under this enactment, instead of being year 16 
of the 19-yearperiod, FY2004 became year 25 of the 25-year period. At July 1, 2003 (FY 2004), there were 25 yea.rs remaining 
in the period and at July 1, 2004 (FY 2005), there v.rill be 24 years remaining in the period. As a result of this lengthened amo1tization 
period, the actuarially dete1mined contribution rate established for FY 2004 by the June 30, 2002 valuation decreases from 19. 32% 
to 15. 92%. The effect of this longer amortization period can-ies into FY 2005, resulting in a lower employer contribution rate in 
FY 2005 than would have been required had the sho1ter amortization period not been changed by the Legislature. The actuarially 
dete1mined contribution rate for FY 2005 is 17 .26%. Without the enactment by the Legislature to lengthen the amortization period, 
the contribution rate would have been 21.43%. The Legislature also provided, in the same enactment, that atJuly 1, 2005 (FY2006) 
the amortization period reve1t s to the prior sho1ter period, at the same year thereof that FY 2006 would have been had the sho1ter 
period not been lengthened for FY 2004 and FY 2005: at July 1, 2005 (FY 2006) there will be 14 years remaining in the amortization 
period. 

The Plan's funded ratio (actuarial assets divided by actuarial liability) decreased to 67.4% as of June 30, 2003 from 69.4% as of 
June 30, 2002. The main reason for the decrease is the lower than assumed retum on assets. While the results are not favorable 
this year, we emphasize that the financing of any retirement plan is a long-te1m proposition. Annual fluctuations are to be expected 
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and should not by themselves be cause for concern. We continue to maintain that the overall financial condition of the Plan is 
healthy, and that there are procedmes, assumptions and methods in place that in om opinion adequately and appropriately finance 
the emerging long-term liabilities of the Plan. 

The balance of this section summarizes Plan trends, and provides the principal details of this year's experience. 

PRIOR YEAR EXPERIENCE 

ASSETS 

The actuarial value of assets is calculated on the total invested assets of the System. This consists of assets attributable to the State 
Employee and Teacher Plan, the Judicial Plan, the Legislative Plan and the Consolidated and non-consolidated pa1ticipating local 
district plans. 

There are two relevant measmes of the plans' assets: ( i) the market value and ( ii) the actuarial value. The market value is a snapshot 
of the asset value as of June 30, 2003. 

The actuarial value is a smoothed asset value that recognizes 33% of the difference between the expected actuarial value and the 
market value of assets. The expected actuarial value equals the prior year's actuarial value adjusted with contributions, payments 
and investment earnings of 8.0%. This method tempers the volatile fluctuations in market value. 

The actuarial value of assets for all of the System's plans as of June 30, 2003 exceeds the market value by $851 million. This 
represents the accumulation of investment losses resulting from three years of investment performance below the assumed 8.0% 
return, not fully recognized in the years of their occmTence because of smoothing. Even if the assets earn 8% on their market value 
in the upcoming fiscal year, the return on the actuarial value will lag the retwn on the market value due to the smoothed recognition 
of these losses. While the accumulated losses decreased in 2003, it would take a market retwn of 8.0% for approximately 10 years 
(or a one year retwn that far exceeds 8.0%) for the remaining losses in the actuarial value to be eliminated. 

For the plan year ending June 30, 2003, the assets earned 5.30% on a market value basis and 2.41 % on an actuarial value basis. 
These returns are lower than the assumption of 8.0% and resulted in an actuarial loss to the fund of$! 78 million on a market value 
basis and $425 million on an actuarial value basis. The specific changes between the prior year amounts and this year's are presented 
as follows: 

Item (In Millions) Market Value Actuarial Value 

June 30, 2002 value $ 6,596 $ 7,613 

Employer Contributions 286 286 

Member Contributions 129 129 

Benefit Payments (423) (423) 

Expected Investment Earnings (8%) 526 607 

Expected Value June 30, 2003 $ 7,114 $ 8,212 

Actuarial Gain (Loss) on Investments (178) (425) 

June 30, 2003 value $ 6,936 $ 7,787 
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Market value, actuarial value and asset loss ( or gain) are allocated to the separate plans. For the State Employee and Teacher Plan, 
the market value of assets atJune 30, 2003 was $5,382 million and the corresponding actuarial value was $6,042 million. The Plan's 
share of the $425 million loss on the actuarial assets was $325 million. The specific changes for the State Employee and Teacher 
Plan are presented below. 

STATE E:.\IPLOYEE fu~D TEACHER PLAN 

Item (In Millions) Market Value Actuarial Value 

June 30, 2002 value $ 5,092 $ 5,877 

Employer Contributions 262 262 

Member Contributions 108 108 

Benefit Payments (352) (352) 

Expected Investment Eamings (8%) 408 472 

Expected Value June 30, 2003 $ 5,518 $ 6,367 

Actuarial Gain (Loss) on Investments (136) (325) 

June 30, 2003 value $ 5,382 $ 6,042 

LIABILITIES 

Three different measures of liabilities are calculated for the State Employee and Teacher Plan: a total present value of future 
obligations, an actuarial liability, and an accrued benefit liability. The actuarial liability is used to determine the Plan's contribution 
rate and the GASB disclosures. Plan experience is expressed by changes in the actuarial liability. During the plan year ending in 
2003, the actuarial liability experienced a gain of $15 million for funding purposes, which is 0.2% of the total actuarial liability. 
We will continue to monitor gains and losses to assure that no significant new pattems of liability gains and losses emerge 
unexpectedly. 

(~~~i~~;~) TOTAL VALUE ACTUARIAL ACCRUED BENEFIT 

June 30, 2002 

June 30, 2003 

$9,923 

$10,438 

UNFUNDED LIABILITIES AND FUNDING RATIOS 

$8,470 

$8,963 

$6,992 

$7,293 

When the liabilities of an actuarially funded retirement plan are greater than the plan's assets, the plan is said to have an unfunded 
liability. This is the case with the State Employee and Teacher Plan. The unfunded liability is measured in two ways: (i) unfunded 
actuarial liability, which compares the actuarial liability to the actuarial asset value, and (ii) unfunded accrued benefit liability, 
which compares the accrued benefit liability to the market value of assets. Here we show the June 30, 2002 and June 30, 2003 
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unfunded liability/ (surplus) amounts for the Plan, as well as the con-esponding funding ratios for each ( assets divided by liabilities). 

6/30/2002 Net (Surplus) Unfunded 

Funding Ratio 

6/30/2003 Net (Surplus) Unfunded 

Funding Ratio 

CONTRIBUTIONS 

$ 

$ 

2,593 

69.4% 

2,921 

67.4% 

$ 1,899 

72.8% 

$ 1,911 

73.8% 

In Section IV, we show the various contribution rates by the plans within the State Employee and Teacher Plan. Below we present 
the State contribution rate for all of these plans combined, and compare it to the rate developed in the June 30, 2002 actuarial 
valuation. 

In sullllllary, the overall State contribution rate decreased by 2.06% of payroll. This is mostly due to the lengthening of the 
amortization period. The actuarial loss on investments and the actuarial gain on liabilities also affected the overall contribution 
rate. Because of the State's biennial budgeting practice and the way in which retirement contributions are incorporated into it, 
contribution rates resulting from this interim-year valuation will not affect the State's budget. The June 30, 2004 valuation will 
set rates for the next biennium (fiscal year 2006 and fiscal year 2007). 

RATE AS PERCENT OF COVERED PAYROLL 

June 30, 2002 State Contribution Rate 

(Nol'lllal cost: 6.17%; UAL payment: 13.15%) 

Increase / (Decrease) in UAL component due to: 

Investments 

Liabilities 

Payroll Grov.rth 

Change in Amortization Period 

June 30, 2003 State Contribution Rate 

(Nol'lllal cost: 6.17%; UAL payment: 11 .09%) 

19.32% 

1.70% 

(0. 11%) 

0.52% 

(4. 17%) 

17.26% 

The increase/ (decrease) due to payroll growth reflects the difference between the actual aggregate payroll increase and the assumed 
5 .5% increase used in the valuation. We assume the unfunded liability payment will increase 5. 5% per year. Since aggregate payroll 
grov.rth was less than 5.5%, the unfunded liability payment increases when expressed as a % of payroll. However, the change in 
the length of the amortization period more than offsets both this increase and the increase due to investments. 
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MEMBERSHIP 

There are three types of plan participants: (i) current active members; (ii) terminated members who retain a right to a deferred 
"vested" benefit; and (iii) benefit recipients, who may be retired former members, conc1ment beneficiaries of living retired 
members, disabled members or beneficiaries of deceased active, retired or disabled members. In Appendix A, we present extensive 
details on membership statistics. Below, we compare totals in each group between June 30, 2002 and 2003. 

As shown below, there was an overall increase in pa1ticipation during the year of 2. 7%. Part of the increase in Terminated "Vested" 
Members is due to the recently enacted sho1ter "vesting" requirement. 

... -·•·- 11111.1 .... ,., ... 111,,1, ·-:..-,-... -=-

Active Members 
42,862 43,246 -0.9% 

Terminated "Vested" Members 4,179 2,448 70.7% 

Benefit Recipients 23,768 23,228 2.3% 

Total 70,809 68,922 2.7% 

TRENDS 

One of the best ways to measure or evaluate the financial condition of a retirement plan is to examine the historical trends that are 
evolving. Below, we present three charts which present 10 years of trend info1mation on the assets and liabilities of the State 
Employee and Teacher Plan, annual cash flows in and out of the State's plans as a whole, and the State's overall contribution rate 
to the State Employee and Teacher Plan. Our comments on each follow. 

CHART A: ASSETS / LIABILITIES - STATE AND TEACHER ONLY 
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CHART B: CASH FLOWS - TOTAL SYSTEM 
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CHART C: STATE CONTRIBUTION RATE - STATE AND TEACHER ONLY 
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COMMENTS 

Chait A depicts the investment perfonnance losses of the past three years. These losses have caused the funded ratio (the ratio of 
assets to liabilities) of the State Employee and Teacher Plan to decrease in each of the last three years. The liabilities have grown 
but the assets have remained relatively level. 

Chait B presents an emerging trend being faced by many retirement systems due to the aging of the baby boomer generation. 
Payments to retirees are on the increase, while cash into plans from employer and employee contributions is stable or declining. 
This is not unanticipated, and essentially is the reason for funding and investment strategies that seek to build plan assets in earlier 
years when contributions being paid in exceed benefit payments out. 

Chait C looks at changes in the State's overall contribution rate for the State Employee and Teacher Plan. It shows the State's 
commitment to pay off the unfunded actuarial liability. In years when investment peifonnance helped reduce the unfunded actuarial 
liability and the State's economy and budget were in favorable condition, the State responded by shoitening the amoitization period. 
Now, when the lower than expected investment return created increases in the unfunded actuarial liability and the economy and 
budget present challenges, the State re-lengthened the amoitization period for the 2004-2005 biennium. 

60 Maine State Retirement System 



• ACTUARIAL VALUATION JUNE 30,2003 · STATE EMPLOYEE AND TEACHER PLAN 

SUMMARY OF PRINCIPAL RESULTS 

Valuation As Of ➔ 6/30/2003 6/30/2002 

PARTICIPANT COUNTS 

Actives 42,862 43,246 

Retired Members 16,267 15,916 
Beneficiaries of Retirees 4,756 4,674 
Survivors of Deceased Members 843 843 

Disabled Members 1,902 1,795 

Defen-ed "Vested" Members 4.179 2.448 

TOTAL 70,809 68,922 

Annual Salaries of Active Members $ 1,434,596,605 $ 1,405,943,887 

Annual Payments to Benefit Recipients $ 350,388,824 $ 330,969,987 

ASSETS & LIABILITIES 

Total Actuarial Liability $8,963,272,498 $8,469,835,410 

Assets I Actuarial (Smoothed) 6.041.952.157 5.877.158.371 

Unfunded Actuarial Liability $ 2,921,320,341 $ 2,592,677,039 

Funding Ratio 67.41% 69.39% 

Present Value of Accrned Benefits $ 7,292,512,668 $ 6,991 ,657,417 

Assets/Market Value 5.381.673,439 5.092,119,785 

Unfunded PV AB $ 1,910,839,229 $ 1,899,537,632 

Accrned Benefit Funding Ratio 73.80% 72.83% 

CONTRIBUTIOI'IS AS% OF PAYROLL 

Nonnal Cost Contribution 

Unfunded Actuarial Liability Contribution 

Total State Contribution 

Fiscal Year 2005 

6.17% 

11.09 
17.26% 

Fiscal Year 2004 

6.17% 

13.15 
19.32% 

Maine State Retirement System 

% change 

-0.9% 

2.2% 
1.8% 
0.0% 

6.0% 

70.7% 

2.7% 

2.0% 

5.9% 

5.8% 

2.8% 

12.7% 

NIA 

4.3% 

5.7% 

0.6% 

NIA 
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SUMMARY OF PRINCIPAL RESULTS 

Valuation As Of➔ 6/30/2003 6/30/2002 

PARTICIPANT COUNTS 

Actives 28,329 28,344 
Retired Members 9,044 8,864 
Beneficiaries of Retirees 1,963 1,892 
Sw-vivors of Deceased Members 301 279 

Disabled Members 751 699 

Deferred "Vested" Members 2.692 1.446 

TOTAL 43,080 41 ,524 

Annual Salaries of Active Members $ 913,142,237 $ 889,647,463 

Annual Payments to Benefit Recipients $ 195,641,297 $ 184,710,816 

ASSETS & LIABILITIES 

Total Actuarial Liability $ 5,737,908,352 $ 5,442,042,898 

Assets/Actuarial (Smoothed) 3.754.519.672 3,600,534,614 

Unfunded Actuarial Liability $ 1,983,388,680 $ 1,841,508,284 

Funding Ratio 65.43% 66.16% 

Present Value of Accrued Benefits $ 4,557,125,703 $ 4,279,369,714 

Assets/Market Value 3.344.216.947 3.119.594.945 

Unfunded PV AB $ 1,212,908,756 $ 1,159,774,769 

Accrued Benefit Funding Ratio 73.38% 72.90% 

CONTRIBUTIONS AS% OF PAYROLL 

Normal Cost Contribution 

Unfunded Actuarial Liability Contribution 

Total State Contribution 
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Fiscal Year 2005 

6.04% 

11.83 

17.87% 

Fiscal Year 2004 

6.04% 

14.76 

20.80% 

% change 

-0.1% 
2.0% 
3.8% 
7.9% 

7.4% 

86.2% 

3.7% 

2.6% 

5.9% 

5.4% 

4.3% 

7.7% 

NIA 

6.5% 

7.2% 

4.6% 

NIA 
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TOTAL STATE E:.\IPLOYEES (Regular and Special Plans) 

SUMMARY OF PRINCIPAL RESULTS 

Valuation As Of➔ 6/30/2003 

PARTICIPANT COUNTS 

Actives 14,533 
Retired Members 7,223 
Beneficiaries of Retirees 2,793 
Survivors of Deceased Members 542 

Disabled Members 1,151 

Deferred "Vested" Members 1 487 

TOTAL 27,729 

Annual Salaries of Active Members $ 521 ,454,368 $ 

Annual Payments to Benefit Recipients $ 154,747,527 $ 

ASSETS & LIABILITIES 

Total Actuarial Liability $ 3,225,364,146 $ 

Assets/ Actuarial (Smoothed) 2.287.432.485 

Unfunded Actuarial Liability $ 937,931,661 $ 

Funding Ratio 70.92% 

Present Value of Accrued Benefits $ 2,735,386,965 $ 

Assets/Market Value 2,037,456,492 

Unfunded PV AB $ 697,930,473 $ 

Accrued Benefit Funding Ratio 74.49% 

COl~TRIBL"TIOl'IS AS% OF PAYROLL 

Normal Cost Contribution 

Unfunded Actuarial Liability Contribution 

Total State Contribution 

Fiscal Year 2005 

6.40% 

9.80 

16.20% 

6/30/2002 

14,902 
7,052 
2,782 

564 

1,096 

1 002 

27,398 

516,296,424 

146,259,171 

3,027,792,512 

2,276.623,757 

751 ,168,755 

75.19% 

2,712,287,703 

1,972,524,840 

739,762,863 

72.73% 

Fiscal Year 2004 

6.39% 

10.38 

16.77% 

% change 

-2.5% 
2.4% 
0.4% 

-3 .9% 

5.0% 

48.4% 

1.2% 

1.0% 

5.8% 

6.5% 

0.5% 

24.9% 

NIA 

0.9% 

3.3% 

-5.7% 

NIA 
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STATE EMPLOYEE REGULAR PLAN 

SUMMARY OF PRINCIPAL RESULTS 

Valuation As Of➔ 6/30/2003 

P ARTICIP Al'IT COUNTS 

Actives 12,611 

Retired Members 6,522 
Beneficiaries of Retirees 2,515 
Survivors of Deceased Members 539 

Disabled Members 1,118 

Deferred "Vested" Members 1.487 

TOTAL 24,792 

Annual Salaries of Active Members $ 440,628,719 $ 

Annual Payments to Benefit Recipients $ 134,469,725 $ 

ASSETS & LIABILITIES 

Total Actuarial Liability $ 2,729,464,467 $ 

Assets/ Actuarial (Smoothed) 1,981.118.251 

Unfunded Actuarial Liability $ 748,346,216 $ 

Funding Ratio 72.58% 

Present Value of Accrued Benefits $ 2,297,868,032 $ 

Assets/Market Value 1.764.616.999 

Unfunded PV AB $ 533,251,0 

Accrued Benefit Funding Ratio 76.79% 

CONTRIBUTIOI'IS AS% OF PAYROLL 

Normal Cost Contribution 

Unfunded Actuarial Liability Contribution 

Total State Contribution 
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Fiscal Year 2005 

6.04% 

9.25 

15.29% 

6/30/2002 

12,921 

6,396 
2,516 

561 

1,072 

1.002 

24,468 

436,276,144 

127,701,103 

2,565,431,125 

1.965.408.425 

600,022,700 

76.61% 

2,148,384,393 

1. 702.879.946 

$ 445,504,4 

79.26% 

Fiscal Year 2004 

6.04% 

9.81 

15.85% 

% change 

-2.4% 

2.0% 
0.0% 

-3.9% 

4.3% 

48.4% 

1.3% 

1.0% 

5.3% 

6.4% 

0.8% 

24.7% 

NIA 

7.0% 

3.6% 

19.7% 

NIA 
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SUMMARY OF PRINCIPAL RESULTS 

Valuation As or➔ 6/30/2003 6/30/2002 

PARTICIPANT COUI'ITS 

Actives 1,9221 1,981 
Retired Members 701 656 
Beneficiaries of Retirees 278 266 
Survivors of Deceased Members 3 3 

Disabled Members 33 24 

Deferred "Vested" Members 0 0 

TOTAL 2,937 2,930 

Annual Salaries of Active Members $ 80,825,649 $ 80,020,280 

Annual Payments to Benefit Recipients $ 20,277,802 $ 18,558,068 

ASSETS & LIABILITIES 

Total Actuarial Liability $ 495,899,679 $ 462,361,387 

Assets/Actuarial (Smoothed) 306.314.234 311.215.332 

Unfunded Actuarial Liability $ 189,585,445 $ 151,146,055 

Funding Ratio 61.77% 67.31% 

Present Value of Accrued Benefits $ 437,518,933 $ 563,903,310 

Assets/Market Value 272.839.493 269.644.894 

Unfunded PV AB $ 164,679,440 $ 294,258,416 

Accrued Benefit Funding Ratio 62.36% 47.82% 

CONTRIBUTIONS AS % OF PAYROLL 

Normal Cost Contribution 

Unfunded Actuarial Liability Contribution 

Total State Contribution 

Fiscal Year 2005 

8.34% 

12.78 

21.12% 

Fiscal Year 2004 

8.29% 

13.47 

21.76% 

% change 

-3.0% 
6.9% 
4.5% 
0.0% 

37.5% 

0.0% 

0.2% 

1.0% 

9.3% 

7.3% 

-1.6% 

25.4% 

NIA 

-22.4% 

1.2% 

-44.0% 

NIA 
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SECTION II 
ASSETS 

The purpose of an actuarial valuation is to assess the funded status of a pension plan at a certain date and to establish the plan's 
funding requirements. On the asset side of a plan's funded status, the relevant measure is net assets available for benefits. "Assets" 
includes the System's investment po1tfolio committed for investment management to outside professionals, buildings and land 
owned by the System outside of the investment portfolio, and cash managed by the System outside of the investment portfolio. 

The investment po1tfolio is by far the largest of these assets in dollar value, so much so that its value is often used, in contexts other 
than the actuarial valuation, as a proxy for total assets. However, for purposes of evaluating fairly the relationship of plan assets 
to plan liabilities, the value of all assets is included. 

The value of plan assets for actuarial valuation purposes must be established and disclosed on a market value basis. Thereafter, 
for purposes of establishing rational plan funding requirements, the market value may be, and in the System's case is, smoothed. 
Market value represents a "snap-shot" or "cash-out" value which provides a basis for measuring investment performance from one 
year to the next. Market value, however, can fluctuate widely, particularly in the sho1t tenn. As a result, market value is usually 
not suitable for long range planning. 

In an ongoing pension plan, the long range is the impo1tant perspective. Actuarial value, or "canying value" is market value that 
has been smoothed and is the actua1-y's best estimate of long-tenn asset value. It provides a more useful evaluation of the fund's 
ongoing ability to meet its obligations. The actuarial smoothing methodology employed in the valuation of the System's plans is 
explained later in this section. 

In this section we present the following infonnation on assets: 

♦ Disclosure of the market value of plan assets measured at June 30, 2003 and June 30, 2002; 

♦ Statement of the changes during the year in the market value of assets; 

♦ Development of the actuarial value of assets by applying the smoothing methodology; 

♦ Allocation of the actuarial value of assets among the System's plans; and 

♦ A statement of the retum on plan assets for the yea1; on both a market value basis and an actuarial value basis. 

Disclosure of Plan Market Value Of Assets 

66 

STATEYIEI'IT OF ASSETS AT MARKET VALUE 
(In Millions) 

2003 

Net Value oflnvestment Po1tfolio $ 6,917 

Buildings, land 5 

Cash extemal to po1tfolio 14 

Net Assets Available for Benefits $ 6 936 

Maine State Retirement System 

June 30, 

2002 

$ 6,566 

3 

27 
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CHANGES IN ASSET VALUE (MARKET VALUE BASED) IN VALUATION YEAR: 

The components of asset value change are: 

♦ Contributions received from members and employers; 

• Benefits paid out; 

♦ Investment Income/(Loss) (realized and unrealized) . 

The specific changes during 2003 are presented below: 

Cllfu'\TGES IN :.\IARKET VALUES 

Plan Assets/Market Value - June 30, 2002 $ 6,595,671,933 

Member Contributions Received 128,911 ,129 

Employer Contributions Received 285,646,013 

Benefits Paid Out (423,217,912) 

Investment Income/(Loss) 349,190.235 

Plan Assets/Market Value - June 30, 2003 $ 6,936,201 ,398 
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DEVELOPMENT OF THE ACTUARIAL VALUE OF ASSETS 

The Actuarial Value of Assets represents a "smoothed" value developed by the actua1y to reduce the volatility in the investment 
markets, particularly over sho1t time periods. Because the System's plans are regarded as vittually pe1p etual in nature, it is 
appropriate to manage their funding with strategies designed to place sho1t -term events within the longer perspective. For the 
System, the actuarial value of assets at a given valuation date equals the Expected Actuarial Value at that date plus 33% of the 
difference betv.•een the Expected Actuarial Value and the Market Value of Assets at that date. The Expected Actuarial Value is the 
previous year's actuarial asset value adjusted by contributions, payments and investment eamings of 8.0%. 

The following table illustrates the calculation of the Actuarial Value of Assets for the June 30, 2003 valuation. 

I DEVELOPMEI'IT OF ACTUARIAL VALUE OF ASSETS 
_ AS OF JUNE 30, 2003 _ 

1. Actuarial Value of Assets at June 30, 2002 $ 7,612,509,160 

2. Amount in (1) with interest to June 30, 2003 at 8.00% per year 8,221,509,893 

3. Employer & member contributions for the Plan Year ended 

June 30, 2003 
414,557,143 

4. Interest on contributions assuming payments made uniformly 

throughout the year to June 30, 2003 at 8.00% per year 
16,582,286 

5. Disbursements from the Tmst during the period June 30, 2002 

through June 30, 2003 
423,217,912 

6. Interest on disbursements to June 30, 2003 at 

8.00% per year 
16,928,716 

7. Expected Actuarial Value of Assets at June 30, 2003 

= (2) + (3) + (4) • (5) • (6) 
8,212,502,694 

8. Actual Market Value of Assets at June 30, 2003 6,936,201,398 

9. Difference Between (8) and (7) (1,276,301 ,296) 

10. Actuarial Value of Assets at 

June 30, 2003 = (7) + 33% of (9) 
$7,787,205,499 
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ALLOCATION OF ACTUARIAL VALUE OF ASSETS: 

In the investment portfolio, assets for all of the System's plans are collllllingled for investment purposes. Other assets are in effect 
collllllingled in that their value is allocated among all of the plans. The actuarial smoothing methodology is applied on the market 
value of total assets. This produces a smoothing factor which is then applied to the market value of assets attributable to each of 
the plans. The smoothing factor derived in this valuation is 1.12269 ($7,787,205,499$ / 6,936,201 ,398). The allocation of actuarial 
value of assets to each of the System's plans is shown in the following chart. 

I ALLOCATIOI'I OF ACTUARIAL VALUE OF ASSETS 
_ AS OF JUNE 30, 2003 _ 

Market Value Actuarial Value 

Teachers $ 3,344,216,947 $ 3,754,519,672 

State (Regular and Special) 2,037,456,492 2,287,432,485 

Judges 33,189,773 37,261,834 

Legislators 5,717,377 6,418,843 

Participating Local Districts (Consolidated Plan and non-Consolidated) 1,515,620,809 1,701,572,665 

Total Assets $ 6,936,201,398 $ 7,787,205,499 

INVESTMENT PERFORMANCE: 

The Market Value of Assets (MVA) retumed 5.30% during 2003. This is lower than the plan's assumed retum of 8% but not 
unexpected. This year's return was an improvement over the 2002 retum of (7 .6)%. 

On an actuarial value of assets basis, the return at June 30, 2003 was 2.41 %. This return is less than the retum on a market value 
basis because of the ongoing recognition in the actuarial value of losses in prior years not then fully recognized because of 
smoothing. As of June 30, 2003, these accumulated losses amounted to $851 million. This is a decrease in the accumulated losses 
of$1,0l 7 million as of June 30, 2002. 
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SECTION III 
LIABILITIES 

In this section we present detailed information on liabilities of the State Employee and Teacher Plan including: 

♦ Disclosure of Plan liabilities as measured at June 30, 2003 and June 30, 2002; 
♦ Statement of changes in these liabilities during the year; and 
♦ A projection of future liabilities. 

DISCLOSURE 

This repo1t discloses three types ofliabilities. Each liability has a specific purpose depending on the nature of the liability and the 
purpose for which the liability info1mation is used. 

♦ Total Future Obligations: Used for analyzing the financial outlook of the Plan, this represents the amount of money needed 
today to fully pay off all future benefits and expenses of the Plan, assuming pa1ticipants continue to accme benefits. 

♦ Actuarial Liabilities: Used for funding calculations and GASB disclosures, this liability is calculated by taking the Total 
Obligations above and subtracting the present value of future Member Contributions and future Employer No1mal Costs 
under an acceptable actuarial funding method. The method employed for the State Employee and Teacher Plan is the Entty 
Age Normal funding method. 

♦ Accmed Liabilities: Used for communicating the current level of liabilities, this liability represents the total amount of 
money needed today to fully pay off the current accmed obligations of the fund, assuming no future accruals of benefits. 
These liabilities are also required for accounting pmposes (FAS 35) and used to assess whether the Plan can meet its current 
benefit collllllitments. 

The table below discloses each of these liabilities for the cwTentand immediately prior State Employee and Teacher Plan valuations. 
With respect to the actuarial liability and accmed liability disclosures, a subtraction of the appropriate value of assets yields a net 
surplus or an unfunded liability. 

I 

LUBILITIES 6/30/2003 6/30/2002 

Total Obligations 

Active Participant Benefits $ 6,376,031,676 $ 6,208,946,580 

Retiree and Inactive Benefits 4,062,300,865 3,714,368,070 

Total Obligations $ 10,438,332,541 s 9,923,314,650 

Market Value of Assets 5,381,673,439 5,092,119,785 

Future Member Contributions 822,225,055 810,325,166 

Future State Contributions 4,234,434,047 4,020,869,699 

Total Resources $ 10,438,332,541 s 9,923,314,650 

Actua1ial Liability 

Total Liabilities $ 10,438,332,541 $ 9,923,314,650 

Present Value of Future Nonna! 

Costs Under Entry Age Method 652,834,988 643,154,074 

Present Value Of Future Member 

Contributions 822,225,055 810,325,166 

Actuarial Liability s 8,963,272,498 $ 8,469,835,410 

Actuarial Value of Assets 6,041,952,157 5,877,158,371 

Net (Surplus) Unfunded s 2,921,320,341 $ 2,592,677,039 

Accrued Liability 

Total Liabilities $ 10,438,332,541 $ 9,923,314,650 

Less Present Value of Future Benefit Accruals (3,145,819,873) (2,931,657,233) 

Accrued Liability s 7,292,512,668 $ 6,991,657,417 

Market Value of Assets 5,381,673,439 5,092,119,785 

Net (Surplus) Unfunded s 1,910,839,229 $ 1,899,537,632 
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CHANGES IN LIABILITIES 

Each of the liabilities disclosed in the prior table is expected to change at each valuation. The components of that change, depending 
upon which liability is analyzed, can include: 

• Benefits accmed since the last valuation; 
• Passage of time which adds interest to the prior liability; 
• Benefits paid to retirees since the last valuation; 
• Participants retiring, tenninating, or dying at rates different than expected; 
• New hires since the last valuation; 
• Plan amendments increasing benefits; 
• A change in actuarial or investment assumptions; and 
• A change in the actuarial funding method. 

Unfunded liabilities or smpluses will change because of all the above, and also because of changes in expected fund assets resulting 
from: 

• Employer contributions different than expected; 
• Investment eamings different than expected; and 
• A change in the method used to measure plan assets. 

In each valuation we repo1t on those elements of change which are of pa1ticular significance, potentially affecting the long-te1m 
financial outlook of the Plan. Below we present the key changes in liabilities since the last valuation. 

$ IN MILLIONS 

TOTAL ACTUARIAL ACCRUED 
OBLIGATION LIABILITY LIABILITY 

Liabilities 613012002 $ 9,923 $ 8,470 $ 6,992 

Liabilities 613012003 $ 10,438 $ 8,963 $ 7,293 

Liability Increase (Decrease) $ 515 $ 493 $ 301 

Change due to: 

Plan Amendment $ 0 $ 0 $ 0 

Assumption Change $ 0 $ 0 $ 0 

Actuarial (Gain)/Loss NIA $ (15) NIA 

Benefits Accumulated 
$ 515 $ 508 $ 301 

and Other Sources 

Maine State Retirement System 71 



'-I 
N 

II 
ACTUARIAL LIABILITY 

3: II AS OF JUNE 30, 2003 
~. 
:::, 
ro 
Vl 
6l' 
CD 
;;o 

~. 
ii> 
3 
ro 
~ II 
Vl 

11 1. Actuarial Liabilities for: 
-< 
V, 

CD a. Active Members $ 4,900,971,633 $ 3,383,388,945 $ 1,273,064,834 $ 244,5 17,854 3 

b. Retired, Disabled and 
Beneficiary Members 3,878,586,652 2,239,526,660 1,387,678,167 251,381,825 

c. Vested Deferred and 
Inactive Status Members 183,714,213 114,992,747 68,721,466 0 

2. Total Actuarial Liability 
$ 8,963,272,498 $ 5,737,908,352 $ 2,729,464,467 $ 495,899,679 

(l(a) + l (b) + l (c)) 

6,041,952, 157 3,754,519,672 1,981,118,251 306,314,234 
3. Actuarial Value of Assets 

4. Unfunded Actuarial Liability 
(2-3) $ 2192 11320134 l $ 119831388,680 $ 7481346,216 $ 189,585,445 
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SECTION IV 
CONTRIBUTIONS 

In the process of evaluating the financial condition of any pension plan, the actua1y analyzes the assets and liabilities to detennine 
what level (if any) of contributions is needed to properly fund the plan. Typically, the actuarial process will utilize a funding 
approach that will result in a pattern of contributions that is both stable and predictable. 

For the State Employee and Teacher Plan, the funding approach employed is the Entry Age Normal Actuarial Cost Method. Under 
this method there are tv.•o components to the total contribution, a normal cost and, given the Plan's unfunded actuarial liability, an 
amortization payment. A normal cost is detennined as a percent of compensation for a typical new entrant. Each year's nonnal cost 
represents the cost to fund that po1tion of the total future obligations which has been allocated to the cul1'ent year, based upon the 
actuarial cost method in use. 

The amo1t ization payment, on the other hand, is not calculated for individual prut icipants but calculated for the Plan as a whole, 
and represents an annual installment to fund the unfunded actuarial liability (UAL) of the Plan. The UAL is the excess of the 
actuarial liability over the actuarial value of assets. The unfunded actuarial liability runount represents the runount of funds that 
would have been accumulated by the valuation date, had all prior normal cost contributions been made, and all acturu·ial 
assumptions been realized. 

In Appendix B we describe more fully this technical topic. 

The table below presents and compares the actuarially detennined contributions for the Plan for this valuation and the prior one, 
and includes a calculation of the average annual normal cost rate per pa1ticipant for each year. 

ACTUARIALLY DETER.VUNED CO:\'TRIBUTIO:\' 7/1/2003 7/1/2002 

Entry Age Normal Cost 

Amo1tization Payment 

Acturu-ially Detennined Contribution 

6.17% 

11.09% 

17.26% 

6.17% 

13.15% 

19.32% 

The following pages display the contribution rates developed for each of the member/plan groups within the Plan. 
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New Entrant Normal 
Cost Contributions as 

Total 
State 

Percent of Payroll 6.17% 

Unfunded Actuarial 
Liability 
Contribution as 
Percent of Payroll 11.09 

Total Contributions as 
Percent of Payroll 17 .26% 

TABLE IV-I 
STATE EMPLOYER CONTRIBUTION RATES 
FISCAL YEAR 2005 - ENTRY AGE NORMAL 

Teachers 

6.04% 

11.83 

17.87% 

State Police 
Marine 

State Resources 
Regular Inland 

6.04% 

9.25 

15.29% 

Fish & Wildlife 
(Closed Plans) 

17.84% 

27.32 

45.16% 

Prison 
Employees 

9.04% 

13.84 

22.88% 

Liquor Forest 
nspectors Rangers 

8.24% 7.34% 

12.62 11.24 

20.86% 18.58% 

25 & Out 
Plan 

9. 15% 

14.01 

23.16% 

1998 
Special 

Plan 

6.89% 

10.55 

17.44% 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

11 10. 

I I 11. 

Valuation Date 
June 30 

Present Value of Future 
Benefits 

Normal Cost Rate 

Present Value of Future 
Payroll 

Present Value of Future 
Normal Cost (2) x (3) 

Present Value of Future 
Member Contributions 

Actuarial Liability: 
(1) - (4) - (5) 

Actuarial Value of Assets 

Unfunded Actuarial 
Liability: ( 6) - (7) 

Estimated Payroll 

Amortization Factor 

Unfunded Actuarial 
Liability Rate: (8)/(9)/(10) 

TABLE IV-2 
DERIVATION OF UNFUNDED ACTUARIAL LIABILITY RATES 

Teachers 

6,708,227,205 

6.04% 

7,087,792,938 

428, I 02,693 

542,216,160 

5,737,908,352 

3,754,519,672 

1,983,388,680 

913,142,237 

18.3590 

11.83% 

State 
Regular 

3,161,760,335 

6.04% 

3,157,749,222 

190,728,053 

241,567,815 

2,729,464,467 

l ,981, ll8,25 1 

748,346,216 

440,628,719 

18.3590 

9.25% 

State Police, 
Marine 

Resource & 
Inland Fish 

245,677,359 

17.84% 

1,274,519 

227,374 

110,246 

245,339,739 

213,400,155 

31,939,584 

6,368,547 

18.3590 

27.32% 

Prison 
Employees 

46,907,271 

9.04% 

2,509,270 

226,838 

217,052 

46,463,381 

42,757,993 

3,705,388 

1,458,046 

18.3590 

13.84% 

Liquor 
Inspectors 

4,636,824 

8.24% 

309,635 

25,514 

23,687 

4,587,623 

4,196,091 

391,532 

169,023 

18.3590 

12.62% 

Forest 
Rangers 

23,754,647 

7.34% 

2,802,557 

205,708 

242,421 

23,306,518 

20,644,887 

2,661,631 

1,289,905 

18.3590 

11.24% 

25 & Out 
Plan 

62,265,608 

9.15% 

140,350,987 

12,842,115 

12,140,360 

37,283,133 

(12,593,691) 

49,876,824 

19,390,261 

18.3590 

14.01% 

1998 Special 
Plan 

185,103,292 

6.89% 

297,194,377 

20,476,693 

25,707,314 

138,919,285 

37,908,798 

101,010,487 

52,149,867 

18.3590 

10.55% 
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SECTIONV 
ACCOUNTING STATEMENT INFORMATION 

Two types of liabilities are disclosed for accounting purposes: 

• Statement No. 35 of the Financial Accounting Standards Board (FASB) requires the Plans to disclose certain infonnation 
regarding its funded status. 

• Statement No. 25 of the Govemmental Standards Board (GASB) establishes standards for disclosure of pension 
infonnation by public employee retirement systems (PERS) and govemmental employers in notes to financial statements 
and supplementary information. 

The FASB-35 disclosures provide a quasi "snap shot" view of how the plan's assets compare to its liability as of the valuation date. 
The liability is detennined as if contributions stopped and the accmed benefit claims had to be satisfied. However, due to potential 
legal requirements and the possibility that altemative interest rates would have to be used to detennine the liabilities, these values 
may not be a good indication of the amount of money it would take to buy the benefits for all members if the plan were to tenninate. 
The FASB-35 liability is compared to the market value of assets to detennine the funding ratio. 

The GASB-25 actuarial accmed liability is the same as the actuarial liability amount calculated for funding purposes. The GASB-
25 liability is compared to the actuarial value of assets to detennine the funding ratio. 

Both the present value of accmed benefits (FASB-35) and the actuarial accmed liability (GASB-25) are determined assuming that 
the plan is ongoing and participants continue to tenninate employment, retire, and otherwise act in accordance with the actuarial 
assumptions. Liabilities are discounted at the assumed valuation interest rate of 8% per annum. 

FASB Statement No. 35 specifies that a comparison of the present value of accmed (accumulated) benefits to the market value of 
the assets as of the valuation date must be provided. GASB Statement No. 25 requires the actuarial accmed liability to be compared 
with the actuarial value of assets for funding purposes. The relevant amounts as of June 30, 2003 are exhibited in Table V-1, Table 
V-2, and Table V-3. As directed by FASB-35, the liabilities shown in Section A of Table V-1 and Table V-2 do not include any 
projection for future service and salary. Finally, Table V-4 reconciles the FASB-35 liabilities determined as of the prior valuation, 
June 30, 2002, to the liabilities as of June 30, 2003. 
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• ACTUARIAL VALUATION JUNE 30,2003 · STATE EMPLOYEE AND TEACHER PLAN 

A. 

TABLEV-1 
ACCOUNTING STATEMENT INFORMATION 

STATEEMPLOYEEANDTEACHERPLANTOTAL 

2003 2002 

FASB No. 35 Basis 

1. Present Value of Benefits 
Accrned to Date: 

a. Members Cunently Receiving Payments $ 3,878,586,652 $ 3,594,668,294 
b. F 01mer Vested Members 183,714,213 119,699,776 
C. Active Members 3.230,211.803 3,277,289,347 

2. Total Present Value of Accmed Benefits 
(l (a) + l(b) + l (c)) $ 7 292 512 668 $ 6 991 657 417 

3. Assets at Market Value 5,381,673 ,439 5,092,1 19,785 

4. Unfunded Value of Benefits 
(2) - (3) $ 1,910,839,229 $ 1,899,537,632 

5. Ratio of Assets to Value of Benefits 
(3)/(2) 73.80% 72.83% 

B. GASB No. 25 Basis 

1. Actuarial accmed liabilities for retirees and 
beneficiaries cunently receiving benefits and 
terminated employees not yet receiving benefits $ 4,062,300,865 $ 3,714,368,070 

2. Actuarial accmed liabilities for cunent 
employees 4.900,971.633 4,755,467,340 

3. Total actuarial accmed liability 
(1)+(2) $ 8,963,272,498 $ 8,469,835,410 

4. Net actuarial assets available for benefits 6 041952157 5,877,158,371 

5. Unfunded actuarial accmed liability 
(3)- (4) $ 2,921 320,341 $ 2,592,677,039 
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TABLE V-2 
ACCOUNTING STATEMENT INFORMATION - FASB NO. 35 

AS OF JUNE 30, 2003 

I . Present Value of Benefits 
Accrued to Date: 

a. Members Currently 
Receiving Payments $ 3,878,586,652 $ 2,239,526,660 $1,387,678, 167 

b. Former Vested Members 183,714,213 114,992,747 68,721,466 

a. Active Members 3,230,2 11,803 2,202,606,296 841,468,399 

2. Total Present Value 
of Accrued Benefits 
(l(a) + l(b) + l(c)) $ 7,292,512,668 $4,557,125,703 $ 2,297,868,032 

3. Assets at Market Value 5,381,673,439 3,344,216,947 1,764,616,999 

4. Unfunded Value of 
Accrued Benefits 
(2)-(3) $ 1,910,839,229 $ 1,212,908,756 $ 533,251,033 

5. Ratio of Assets to Value of 
73.80% 73.38% 76.79% Accrued Benefits (3)/(2) 

$ 251,38 1,825 

0 

186,137, Ht8 

$ 437,518,933 

272,839,493 

$ 164,679,493 

62.36% 
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TABLE V-3 
ACCOUNTING STATEMENT INFORMATION - GASB NO. 25 

AS OF JUNE 30, 2003 

1. Actuarial Accrued Liability : 

a. Members Currently Receiving Payments 

b. Former Vested Members 

c. Active Members 

2. Total Actuarial Accrued Liability 
(l(a) + l(b) + l(c)) 

3. Actuarial Value of Assets 

4. Unfunded Actuarial Accrued Liability 
(2 - 3) 

5. Funded Ratio 
(3/2) 

TOTAL 
SYSTEM 

$ 3,878,586,652 

183,714,213 

4,900,971,633 

$ 8,963,272,498 

6,041,952,157 

$ 2,921,320,341 

67.41% 

TEACHERS 

$ 2,239,526,660 

114,992,747 

3,383,388,945 

$ 5,737,908,352 

3,754,519,672 

$ 1,983,388,680 

65.43% 

STATE 
REGULAR 

$ 1,387,678,167 

68,721,466 

1,273,064,834 

$ 2,729,464,467 

1,981,118,251 

$ 748,346,216 

72.58% 

11 6. Annual Payroll $ 1,434,596,605 $ 913,142,237 $ 440,628,719 

7. UAAL as% of Payroll 203.63% 217.20% 169.84% 
4/6 

STATE 
SPECIAL 

$ 251,381,825 

0 

244,517,854 

$ 495,899,679 

306,314,234 

$ 189,585,445 

61.77% 

$ 80,825,649 

234.56% 
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TABLEV-4 
STATEMENT OF CHANGES IN TOTAL ACTUARIAL 

PRESENT VALUE OF ALL ACCRUED BENEFITS FOR FASB 35 
(IN MILLIONS) 

Actuarial Present Value of Accrned Benefits at June 30, 2002 $ 

Increase (Decrease) During years attributable to: 

Passage of Time (Interest Accrual) 

Benefits Paid - FY 2003 

Benefits Accrned, Other Gains/Losses 

Plan Amendment 

Net Increase (Decrease) 

Actuarial Present Value of Accrned Benefits at June 30, 2003 $ 
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6,992 

545 

(352) 

108 

0 

301 

7 293 



• ACTUARIAL VALUATION JUNE 30,2003 · STATE EMPLOYEE AND TEACHER PLAN 

APPENDIXA 
MEMBERSIDP INFORMATION 

:.\IAINE STATE RETIRE:.\IENT SYSTEM 
_ ACTIVE l\IE:.\IBER DATA AS OF Jl]NE 30, 2003 _ 

Count 

Average Cunent Age 

Average Service 

Average Valuation Pay 

Count 

Average Cunent Age 

Average Service 

Average Valuation Pay 

TEACHERS 

STATE REGULAR 

FOREST RA.J.~ GERS (CLOSED PLAN} 

Count 

Average Cunent Age 

Average Service 

Average Valuation Pay 

28,329 

45.2 

13.7 

$ 32,233 

12,611 

45.9 

13.0 

$ 34,940 

28.0 

49.0 

25.5 

$ 46,068 

INLAND FISHERIES & WILDLIFE OFFICERS (CLOSED PLAN) 

Count 

Average Cunent Age 

Average Service 

Average Valuation Pay 

23 

52.3 

28.2 

$ 49,575 

LIQUOR INSPECTORS {CLOSED PLAN} 

Count 

Average Cunent Age 

Average Service 

Average Valuation Pay 

4.0 

53.0 

25.7 

$ 42,256 
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APPENDIXA 
l\1EMBERSHIP INFORMATION 

MAINE ST ATE RETIREMENT SYSTEM 
_ ACTIVE MEMBER DATA AS OF JUNE 30, 2003 _ 

PRISON EMPLOYEES (CLOSED PLAN) 

Count 

Average CwTent Age 

Average Service 

Average Valuation Pay 

Count 

Average CwTent Age 

Average Service 

Average Valuation Pay 

STATE POLICE (CLOSED PLAN) 

MARINE RESOURCES OFFICERS (CLOSED PLAN) 

Count 

Average CwTent Age 

Average Service 

Average Valuation Pay 

Count 

Average CwTent Age 

Average Service 

Average Valuation Pay 

Count 

Average CwTent Age 

Average Service 

Average Valuation Pay 

25 &OUTPLAN 

1998 SPECIAL PLAN 

MA.Th'E STATE RETIREMENT SYSTEM 
ACTIVE MEMBER DATA AS OF JUI'IE 30, 2003 

STATE TOTALS (E XCLUDES TEACHERS) 

Count 

Average Clment Age 

Average Service 

Average Valuation Pay 

82 Maine State Retirement System 

$ 

$ 

$ 

$ 

$ 

33 

50.8 

23 .6 

44,183 

75 

47.9 

22.8 

64,800 

7 

49.7 

24.6 

52,615 

391 

36.2 

9.8 

49,591 

1,361 

42.5 

9.8 

38,31 7 

14,533 

45.4 

12.8 

$35,881 
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APPENDIXA 
MEMBERSIDP INFORMATION 

:.\IAINE STATE RETIREl\IENT SYSTEM 
NON-ACTIVE l\IE:.\IBER DATA AS OF JL'NE 30, 2003 

TEACHERS 
- -

Count Total Annual Average 
Benefit Annual Benefit 

Retired 

(Option 0-4) 9,044 $164,467,713 $ 18,185 
(Option 4 Concw-rent Beneficiaiy) 1,212 $ 5,193,749 $ 4,285 

Disabilities/1122 6 $ 120,303 $ 20,051 

Disabilities/3 and 3-A 745 $ 15,304,516 $ 20,543 

Beneficiaries 751 $ 9,071,974 $ 12,080 

Pre-Retirement Death Benefits 301 $ 1,483 ,042 $ 4,927 

Tenninated Vested 2,692 $ 16,087,094 $ 5,976 

lVIAI:\"'E STATE RETIREMENT SYSTEM I 

NON-ACTIVE :.\!EMBER DATA AS OF JUNE 30, 2003 
STATE REGULAR 

Count Total Annual Average 
Benefit Annual Benefit 

Retired 

(Option 0-4) 6,522 $ 96,785,437 $ 14,840 
(Option 4 Concunent Beneficia1y) 1,122 $ 4,367,078 $ 3,892 

Disabilities/1122 11 $ 172,078 $ 15,643 

Disabilities/3 and 3-A 1,107 $ 17,016,326 $ 15,372 

Beneficiaries 1,393 $ 13,612,320 $ 9,772 

Pre-Retirement Death Benefits 539 $ 2,516,486 $ 4,669 

Temlinated Vested 1,487 $ 10,933,933 $ 7,353 
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APPENDIXA 
l\1EMBERSHIP INFORMATION 

MAIXE STATE RETIREMENT SYSTEM I 

NON-ACTIVE :\IElVIBER DATA AS OF .JUXE 30, 2003 
SPECIAL PL.Ai"\TS 

- -

Count Total Annual Average 
Benefit Annual Benefit 

Retired 

(Option 0-4) 701 $ 17,445,289 $ 24,886 
(Option 4 Concurrent Beneficia1y) 150 $ 657,973 $ 4 ,386 

Disabilities/1122 3 $ 45,612 $ 15,204 

Disabilities/3 and 3-A 30 $ 563,516 $ 18,784 

Beneficiaries 128 $ 1,558,970 $ 12,179 

Pre-Retirement Death Benefits 3 $ 6,442 $ 2,147 

Terminated Vested 0 $ 0 $ 0 

84 Maine State Retirement System 



Age 
'-1nder 20 
l<'U I U .!4 
t25 TO 29 
po T O 34 
~;:, I u3::, 

40 TO44 
145 TO49 
~0 TO54 
~5 TO59 
~O TO 64 
~5& UP 

Tota l 

c 
::, 
0 
0 
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Under 1 

2 
57 
53 
28 
33 

32 
30 
28 
15 
6 

"/>.,.. 

1 TO2 2 TO4 

1 
288 321 
331 982 
247 581 
LLI 0 1::, 

238 691 
206 562 
156 471 
86 263 
38 111 
21 64 

l n., . 4" 

APPENDIXA 
MEMBERSIDP INFORMATION 

MAINE STATE RETIREMENT SYSTEM 
DISTRIBUTION OF ACTIVE MEMBERS 

as of June 30, 2003 

Teachers 

Years of Service 
5 TO9 10 TO 14 15 T O 19 20 TO 24 

32 
831 33 

1,022 740 2 
OU,> 0'11 4 !:>:l !:> 

717 567 906 560 
788 744 644 970 
612 810 886 694 
337 416 640 531 
11 6 126 213 224 
63 38 47 47 

0 ·1[1 4 :111 <l. ::,u ""· 

25 T O29 

4 
704 

1,341 
498 
195 
38 

-,, ' OU 

IAge Distributionl 

30 TO34 35 TO39 40& UP Total 

3 
o:,o 

2,230 
2,620 
£ ,O,>U 

3,715 
8 4,656 

839 9 5,846 
915 275 3,976 
143 172 32 1,376 
24 13 24 379 

l ..,._,.., un, "" 28329 

fervice Distributiorj 

7,-----------------------, 7.--------------------~ 
6 

5 

4 

3 

2 

0 

5,846 

<20 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 >=65 
Age 

c 
::, 
0 
0 

6 

5 

4 

3 

2 

0 
56 

<1 1-2 2-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 >=40 
Service 
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Age 
Under20 
iOTO24 
25TO29 
::suTO34 
;jO TO 39 
40TO44 
45TO49 
50TO54 
ooTO59 
oUTO64 
o5&UP 

Total 

86 

Under 1 1 TO2 2TO4 

2,599 2,509 
4,687 12,931 16,403 
7,219 16,688 22,537 
8,774 17,833 22,667 
6,058 15,253 20,709 
4,173 13,271 19,681 
5,491 16,156 19,684 

12,385 18,557 22,275 
11,026 17,817 22,814 
3,971 10,038 15,152 

5,852 11,066 

M>,01.> :i,10,::>HI :>LU,f 10 

$40 

>- $30 
ls ., 
bii "2 
Q) gi 
a, :, 

$20 !!! 2 
1 ,_ 

$10 

$0 

APPENDIXA 
l\1EMBERSHIP INFORMATION 

MAINE STATE RETIREMENT SYSTEM 
DISTRIBUTION OF ACTIVE MEMBERS 

as of June 30, 2003 

Teachers 

Average sa1ary 
Years of Service 

5TO9 10 TO 14 15TO 19 20TO24 

18,335 
24,365 26,515 
28,400 31,253 22,964 
27,329 34,060 36,338 42,891 
24,551 33,073 38,033 39,738 
24,746 31,573 38,700 42,450 
27,526 32,276 38,006 42,272 
27,631 32,744 37,634 41,779 
25,428 29,737 35,167 40,928 
13,793 26,956 30,030 27,779 

:>Ll'.>,U::>.> "'->L,3:54 :l>-'f ,l>UL Nl,401 

25TO29 

42,114 
45,245 
45,941 
45,947 
42,254 
31,613 

~0,.1Ut:) 

I Average Salary Distribution I 

30TO34 

43,591 
47,273 
48,51 1 
46,41 1 
38,614 

$4/,01.> 

<20 20-24 25-29 30-34 35-39 40 -44 45-49 50-54 55-59 60-64 >=65 
Age 

Maine State Retirement System 

35TO39 40&UP Total 

$2,569 
$14,102 
$22,045 
$26,724 
$28,290 
$29,644 
$33,472 

44,308 $37,872 
47,368 $39,536 
48,460 48,006 $36,475 
46,479 46,663 $24,521 

$41 ,<>0, J><l ,4.>U $32,233 



Age 
Under20 
[20 TO24 
l5 TO 29 
30 TO 34 
L>O I VJ~ 

rn TO 44 
t5 TO 49 
b0 TO54 
b5 TO 59 
60 TO64 
p:,&UI-' 

ota l 
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Under 1 

24 
129 
76 
59 
4~ 

60 
46 
36 
18 
8 
l 

507 

1TO2 2TO4 

13 1 
143 152 
165 417 
137 430 
l.l l J~U 

129 395 
134 379 
113 329 
76 196 
29 69 

!I 1!1 

1 068 2 776 

APPENDIXA 
MEMBERSIDP INFORMATION 

5TO9 

9 
170 
382 
s<l!I 

318 
359 
289 
194 
100 

36 

2205 

MAINE STATE RETIREMENT SYSTEM 
DISTRIBUTION OF ACTIVE MEMBERS 

as o f June 30, 2003 

State 

Years of Service 
10 TO 14 15 TO 19 20TO24 

5 
169 24 
J l t> .)10 lL 

356 540 294 
346 524 448 
312 473 381 
256 287 294 
110 145 115 
31 43 33 

1 900 2352 1577 

25TO29 

53 
371 
457 
243 

63 
33 

1720 

IAge Distributionl 

30 TO 34 35 TO 39 40&UP Tota l 

38 
433 
833 

1,201 
l ,oo I 

2,145 
42 2,649 

280 31 2,701 
232 162 3 1,961 
66 50 18 773 
1:, 14 10 L40 

635 257 36 14 533 

f ervice Distributiorf 

5.----------------------, 

c 
::, 
0 
0 

2,6492,701 

<20 20-24 25-29 30-34 35-39 4 0 4 4 4549 50-54 55-59 60~ >=65 

Age 

c 
:, 
0 
0 

2,776 

36 

< 1 1-2 24 5~ 10 -14 15-19 20-24 25-29 30--34 35-39 >=40 

Service 
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88 

Under 1 1 TO 2 2T04 

$50 

$40 
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APPENDIXA 
l\1EMBERSHIP INFORMATION 

MAINE STATE RETIREMENT SYSTEM 
DISTRIBUTION OF ACTIVE MEMBERS 

as of June 30, 2003 

State 

verage a ary 
Years of Service 

5 TO9 10TO 14 15 TO 19 20 TO24 25TO 29 30TO 34 35TO 39 

I Average Salary Distribution I 

$38,04 / 39·3 1 l
4 0

·
0 64

S38,700 
$36.4 15 

$32,075$33,828 

<2 0 20-24 25-29 30-34 35-39 40-44 45 -49 50-54 5 5-59 60-64 >=65 

Age 

Maine State Retirement System 

40 & UP Total 



~ 

Under25 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
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APPENDIXA 
MEMBERSIDP INFORMATION 

MAINE STATE RETIREMENT SYSTEM 
DISTRIBUTION OF RETIREES, DISABLED MEMBERS, 

BENEFICIARIES AN D SURVIVORS 
as of J une 30, 2003 

Teachers 

Annual Annual 
Count Benefit ~ Count Benefit 

54 $191,312 65 414 $7,600,981 
2 12,923 66 477 8,409,808 
2 3,150 67 450 8,056,907 
1 8,028 68 417 7,324,810 
2 12,116 69 434 6,833,339 

b nnual Benefit Distributioi 0 0 70 402 6,760,107 
t 3,536 71 429 7,200,694 
3 14,126 72 406 6,449,846 $ 10 
4 19,291 73 389 5,977,488 
0 0 74 340 4,797,236 
9 43,003 75 288 4,006,822 
t 16,453 76 273 3,963,066 $8 

7 63,860 77 291 3,964,240 
4 36,149 78 243 3,131,085 
5 24,112 79 211 2,688,941 

i 5 21,934 80 240 3,053,212 $6 

4 58,671 81 203 2,596,573 . 
a, i 7 96,004 82 204 2,454,191 . 

7 64,145 83 205 2,550,773 
, 

" C 
C 

9 95,426 84 166 2,007,166 < $4 

10 115,354 85 169 2,222,512 
8 84,348 86 153 2,051,236 

13 158,065 87 149 t ,788,275 
14 226,254 88 148 1,986,368 $2 

18 294,279 89 136 t ,925,298 
21 252,432 90 149 1,883,313 
42 756,277 91 113 1,540,127 
50 863,925 92 108 1,568,400 $0 

76 1,158,394 93 87 1,224,479 15- 28 32 36 40 44 48 52 56 60 64 68 72 76 80 84 88 92 96 100 104 

118 1,944,896 94 81 988,302 26 30 34 38 42 46 50 54 58 62 66 70 74 78 82 86 go 94 98 102 

156 2,738,142 95 62 854,387 Age 

175 3,036,904 96 35 555,777 
277 5,283,895 97 26 293,235 
267 5,051,925 98 26 306,234 
264 5,393,060 99 16 194,059 
318 6,095,498 100 4 49,490 
385 7,700,182 101 3 11,488 
433 9,012,048 102 0 0 
442 8,332,610 103 0 0 
457 8,981,845 104 1 7,375 
437 8,061,420 over 104 3 37,657 

Total 12,059 $195,641,297 
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APPENDIXA 
l\1EMBERSHIP INFORMATION 

MAINE S TA TE RET IREMENT SYSTEM 
DISTRIBUTIO N OF RETIREES, DISABLED MEMBERS, 

BENEFICIARIES AND SURVIVORS 
as of June 30,2003 

Sta te 

Annua l Annua l 
~ Count Benefit ~ Co unt Bene fit 

Under25 76 $286,3 10 65 353 $5,047,860 
25 4 21,746 66 385 5 ,690,743 
26 2 11 ,878 67 396 5 ,84 1,8 16 
27 3 6,627 68 395 5 ,668,046 
28 2 5,702 69 425 5 ,781 ,642 I Average Benefit Distribution I 
29 2 4 ,994 70 365 4 ,800,965 
30 1 1,474 7 1 395 5 ,049,538 

$ 8 
3 1 5 28,377 72 390 5 ,469,605 
32 7 42,733 73 368 4 ,798,479 
33 3 24,8 16 74 350 4 ,319,654 
34 8 21,1 15 75 406 5 ,161 ,667 
35 9 53,560 76 393 5 ,132,478 $6 
36 6 46,288 77 352 4 ,203,5 13 
37 15 118,392 78 352 4 ,189,587 1 
38 13 98,176 79 330 3 ,650,140 ~ 
39 13 130,064 80 280 3 ,150,879 ., C 

4 0 11 39,900 8 1 278 2 ,918,597 . • $4 , ,. 
41 25 208,215 82 263 2 ,788,162 C 

4 2 17 155,9 13 83 237 2 ,472,042 :1 
4 3 12 138,381 84 208 2 ,073,996 
44 27 321,354 85 189 1,847,689 

$2 
4 5 42 494,214 86 151 1 ,432,876 
4 6 57 658,977 87 140 1,294,08 1 
4 7 4 1 472,053 88 137 1,227,227 
4 8 62 907,157 89 90 832,088 
4 9 72 1 ,048,426 90 96 1,075,096 $0 
50 85 1,362,180 9 1 94 876,961 15- 28 32 3 6 40 44 48 52 5 6 60 64 68 72 76 80 8 4 8 8 92 96 100 104 
5 1 103 1 ,571,875 92 68 518,778 26 30 34 3 8 42 46 50 5 4 58 6 2 66 70 74 78 8 2 86 90 94 98 102 

52 123 1,775,205 93 37 294,334 Age 

53 113 1 ,762,658 94 39 363,794 
54 158 2,463,796 95 24 245,446 
55 170 3,013,356 96 14 133,473 
56 214 3,485,072 97 12 50,844 
57 209 3,447,784 98 7 32,994 
58 177 3,310,748 99 9 71 ,375 
59 238 3,741,576 100 2 38,842 
60 266 4 ,539,0 15 10 1 3,510 
6 1 339 6,001,931 102 4 16,208 
62 267 4 ,327,071 103 1 3,428 
63 335 4 ,961,447 104 0 0 
64 340 5,063,006 ove r 104 5,518 

Tota l 11 ,709 $154 ,747,527 
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ACTUARIALASSUMPTIONS 

APPENDIXB 
ACTUARIAL ASSUMPTIONS 

AND METHODS 

STATE EMPLOYEES 

1. Rate of Investment Return 8.0% 

2. Cost-of-Living Increases in Benefits 

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

The abo11e rates include a 5½% across-the-board increase at each age. 

4.0% 

Age 

20 
25 
30 
35 
40 
45 
50 
55 
60 
65 

TEACHERS 

8.0% 

4.0% 

State Employees and 
Teachers 

9.5 
8.3 
7.2 
6.7 
6.2 
5.7 
5.5 
5.5 
5.5 
5.5 

Calculations have been adjusted to account for the 5% per year/] 0% over-three-years cap on final pay. 
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4. Rates of Termination 
(% at Selected Ages)* 

APPENDIXB 
ACTUARIAL ASSUMPTIONS 

AND METHODS 

STATE EMPLOYEES 
AGE SERVICE 

0-1 1-2 2+ 0-1 

20 25.0 17.5 18.8 33.0 
25 25.0 17.5 12.5 27.5 
30 25.0 17.5 10.0 27.5 
35 25.0 17.5 7.5 27.5 
40 25.0 17.5 5.0 27.5 
45 25.0 17.5 5.0 27.5 
50 25.0 17.5 5.0 27.5 
55 20.0 17.5 5.0 27.5 

TEACHERS 
SERVICE 

1-2 2+ 

24.0 18.8 
24.0 12.5 
24.0 10.4 
24.0 8.3 
24.0 6.1 
24.0 4.0 
24.0 4.0 
24.0 4.0 

* Members with ten or more years of sel'vice and whose age plus sen1ice totals 60 or more are assumed to elect defel'red vested 

benefits; other terminations are assumed to elect refunds. 

STATE EMPLOYEES TEACHERS 
SERVICE SERVICE 

AGE MALE FEMALE MALE FEMALE 

5. Rates ofM01tality for 20 5 3 5 3 
Active Healthy Lives 25 7 3 6 3 
and post-7/ 1/1998 30 9 4 7 3 
Retired Healthy Lives 35 9 5 8 4 
at selected Ages 40 12 8 10 6 
(number of deaths per 45 17 10 14 9 
10,000 members)* 50 28 15 24 13 

55 48 25 40 21 
60 86 48 73 41 
65 156 93 133 79 
70 255 148 217 125 

* For State Regular and Teachers 5% of deaths assumed to arise out of and in the course of employment;for State Special 20% 

of deaths are assumed to a,,ise out of and in the course of employment. 
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APPENDIXB 
ACTUARIAL ASSUMPTIONS 

AND METHODS 

STATE EMPLOYEES TEACHERS 

Age Male Female Male Female 

6. Rates ofM01t ality for 20 5 3 5 2 
pre-7/1/1998 Retired 25 6 3 6 3 
Healthy Lives at 30 8 5 7 4 
Selected Ages 35 11 7 10 6 
(number of deaths per 40 16 9 14 8 
10,000 members) 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 

STATE EMPLOYEES TEACHERS 

Age Male Female Male Female 

7. Rates ofM01t ality for 25 92 72 92 72 
Future Disabled Lives 30 112 89 112 89 
and post-7/ 1/98 35 134 109 134 109 
Retired Disabled Lives 40 160 126 160 126 
at Selected Ages 45 193 144 193 144 
(number of deaths per 50 236 165 236 165 
10,000 members) 55 295 191 295 191 

60 362 226 362 226 
65 446 272 446 272 
70 576 331 576 331 

STATE EMPLOYEES TEACHERS 

Age Male Female Male Female 

8. Rates ofM01t ality for 25 391 528 391 528 
pre-7 / 1/9 8 Retired 30 315 467 315 467 
Disabled Lives at 35 321 326 321 326 
Selected Ages 40 332 215 332 215 
(number of deaths per 45 349 191 349 191 
10,000 members) 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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APPENDIXB 
ACTUARIAL ASSUMPTIONS 

AND METHODS 

9. Rates of Retirement at 
Selected Ages (number 
retiring per 1,000 members) 

Age 

45 
50 
55 
59 
60 
61 
62 
63 
64 
65 
70 

State 
Employees* 

35 
57 

150 
180 
350 
350 
350 
350 
350 
350 

1000 

Teachers 

25 
25 

113 
183 
350 
350 
350 
350 
350 
350 

1000 

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

State 
Age Employees Teachers 

10. Rates of Disability at Selected 25 6.8 4.6 
Ages (members becoming 30 7.6 5.0 
disabled per 10,000 35 10.2 5.0 
members)** 40 19.0 6.8 

45 27.9 15.5 
50 42.7 24.3 
55 81.0 33.0 
60 119.3 41.8 

** 10% assumed to receive Workers' Compensation benefits offsetting disability benefit; also, rates for State Special groups are 
higher by 7 per 10,000 at all ages. 

11. Family Composition 
Assumptions 

12. Vacation/Sick Leave Credits 

94 Maine State Retirement System 

80% of active members are married 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; unmarried members have 
beneficiaries entitled to benefits worth 80% as much as those of 
manied 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 final 
average compensation and/or creditable service. In order to 
reflect this, projected benefits are increased by 1.0% for state 
employees and 1.3% for teachers. 
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ACTUARIAL METHODS 

1. Funding Method 

APPENDIXB 
ACTUARIAL ASSUMPTIONS 

AND METHODS 

The Entry Age Nonnal method is used to detennine costs. Under this funding method, a total contribution rate is detennined 
which consists of two elements, the no1mal cost rate and the unfunded actuarial liability (UAL) rate. 

For Teachers and State Employees, including each of the State Special Plans, a normal cost rate is dete1mined for a typical 
new entrant. This rate is dete1mined 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 future member contributions, and dividing it by the value, also as of the member's entty 
age, of the member's expected future sala1y. 

In addition to contributions required to meet the System's normal cost, contt-ibutions are 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 futureno1mal costs and future member contt-ibutions. The unfunded actuarial liability is the total of the actuarial liability 
for all members less the actuarial value of the System's assets. The actuarial liability includes projections of futw-e member 
pay increases and future service credits and should not be confused with the Accmed Benefit Liability. 

The unfunded actuarial liability is amortized by annual payments over a 25-yearperiod from July 1, 2003 . For this valuation 
report, the amortization pe1-iod is 24 years because this valuation would, absent the State's biennial budgeting practice, set 
the rate for FY 2005 (which begins July 1, 2004). The payments are dete1mined so that they will be a level percentage of 
pay, assuming payroll increases 5.5% per year. 

2. Asset Valuation Method 

For purposes of this June 30, 2003 actuarial valuation, assets are valued at an "actuarial value" as described in Part II. 
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APPENDIXC 
SUM1\1ARY 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. Member Contributions 

Except as othe1wise described below, members are required to contribute 7.65% of eamable compensation. 

Contribution requirements for special groups: 

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

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

1998 Special Plan employees employed after 8/31/84 which include 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 International Airport - 8.65% of eamable compensation for 25 years; 7 .65% 
thereafter. 

State police employed on or after 9/ 16/84 and special agent investigators hired before 6/21/82 - 8.65% of eamable 
compensation for 25 years; 7.65% thereafter. 

3. Average Final Compensation 

For pwposes of determining benefits payable under the System, average final compensation is the average annual rate of 
eam able 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 eamable compensation of greater than 5% per year or 10% over 
the highest three years are not included in calculating average final compensation unless the employer pays the cost of 
including such compensation. 

Eamable 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 eamable compensation, these payments are 
included in applying the caps described in the preceding paragraph. 

4. Creditable Service 

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

5. Service Retirement Benefits 

96 

A. Regular Plan (State Employees and Teachers) 

Eligibility for members with at least IO years of creditable service on July I , 1993 

Nonnal Retirement Age: 60 
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APPENDIX C 
SU1\1MARY OF PLAN PROVISIONS 

Eligibility for members in active service and inactive members: 25 years of creditable service. 

Eligibility altemative for members in active service: at least one year of creditable service immediately before 
retirement and at least no1mal retirement age. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
at least 10 years of creditable service and at least normal retirement age. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: at least 
5 years of creditable service and at least no1mal retirement age. 

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

F onn of payment - life annuity. 

Eligibility for members with less than 10 years of creditable service on July 1, 1993 

Normal Retirement Age: 62 

Eligibility for members in active service and inactive members: 25 years of creditable service. 

Eligibility altemative for members in active service: at least one year of creditable service immediately before 
retirement age and at least no1mal retirement age. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
at least 10 years of creditable service and at least normal retirement age. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: at least 
5 years of creditable service and at least no1mal retirement age. 

Benefit- 1/50 of average final compensation multiplied by years of membership service and up to 25 years of prior 
service, reduced by 6% for each year retirement age is less than age 62. 

Fonn of payment - life annuity. 

B. Special Plans (State employees) 

State police employed before 9/ 16/84; inland fisheries and wildlife officers and marine resource officers employed 
before 9/ 1/84: 

Eligibility - 20 years of creditable service in named positions. 

Benefit - ½ of average final compensation plus 2% for each year of service in excess of 20. If greater, the pro-rated 
po1tion of the benefit for service before July 1, 1976 is based on annual pay instead of average final pay. 

F onn of payment - 50% joint and survivor annuity, or life annuity. 

Forest rangers employed before 9/ 1/84: 

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

Benefit- ½ of average final compensation plus 2% for each year of service eamed after qualification forretirement. 
If greater, the pro-rated portion of the benefit for se1v ice before July 1, 197 6 is based on annual pay instead of 
average final pay. 
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98 

APPENDIXC 
SUM1\1ARY OF PLAN PROVISIONS 

Fo1m 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) ½ of average final compensation plus 2% for each year of service eamed after qualification 
for retirement, and (2) if retiring after age 60, the benefit under the general fo1mula. 

F01m 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- ½ of average final compensation plus 2% for each year of service eamed after qualification forretirement. 
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. 

F01m of payment - life annuity. 

State prison employees employed before 9/ 1/84: 

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

Benefit - ½ of average final compensation plus 2% for each year of service eamed after qualification for retirement. 

F01m of payment - life annuity. 

1998 Special Plan 

1998 entrants: State prison employees, airline pilots, forest rangers and liquor inspectors, employed after 8/31/84; 
defense, veterans and emergency management firefighters employed on and after 7/ 1/98 . 

2000 entrants: Baxter State Park Authority rangers, correctional employees and state fire marshals employed on 
or after 1/ 1/2000. 

2002 entrants: Capitol security officers. 

Eligibility - 10 years of creditable service under the 1998 Special Plan in one or a combination of the covered 
capacities after June 30, 1998 (1998 entrants) or after December 31, 1999 (2000 entrants), 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 (1998 entrants) or prior to Janua1y 1, 2000 (2000 entrants), 
1/50 of average final compensation multiplied by years of se1v ice reduced forretirement before age 60 or 62, except 
state police and ce1t ain prison employee benefits are reduced for retirement before age 55. 

-AND-

for se1v ice starting on July 1, 1998 (1998 entrants) or on Janua1y 1, 2000 (2000 entrants), 1/50 of average final 
compensation multiplied by years of se1v ice reduced for retirement before age 55. 

F01m of payment - life annuity. 
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25 & Out Plan 

APPENDIXC 
SU1\1MARY OF PLAN PROVISIONS 

1998 entrants: State police employed on or after 9/ 16/84 and special agent investigators hired before 6/21/82. 

2002 entrants: Inland fisheries and wildlife officers and marine resources officers employed on and after 8/31/84. 

Eligibility - 25 years of creditable service in named positions. 

Benefit - 1/50 of average final compensation multiplied by years of service. 

F onn of payment - life annuity. 

Members in Special Plans who fail to qualify for special plan benefits can receive regular plan benefits when and as 
eligible and qualified. 

6. Disability Retirement Benefits other than No Age Benefits 

Eligibility - disabled as defined in the MSRS statutes, prior to no1mal retirement age; employed prior to October 16, 1992 
and did not elect No Age Disability Benefits. 

Benefit - 66 2/3% of average final compensation, reduced by employment eamings over the specified statuto1y limit, and 
to the extent that the benefit, in combination with worker's compensation and Social Security, exce.eds 80% of average final 
compensation. 

F onn of payment - payment begins on tennination of service and ceases on cessation of disability or after five or tv.•o years, 
depending on disability plan, unless the member is unable to engage in any substantially gainful activity; in which case 
payments cease on the earlier of 10 years following nonnal retirement age or date the service retirement benefit equals or 
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 10 years after the nonnal retirement date, if earlier, the disability benefit conve1ts to a service retirement benefit based 
on service and average final compensation at that point. 

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 the specified statutory limit, and to the 
extent that the benefit, in combination with worker's compensation and Social Security, exce.eds 80% of average final 
compensation. 

F onn of payment - payment begins on tennination of service and ceases on cessation of disability or after five or tv.•o years, 
depending on disability plan, unless the member is unable to engage in any substantially gainful activity; in which case 
payments cease on the date the service retirement benefit equals or 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 conve1ts to a service retirement benefit based on service and average final compensation at that point. 
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APPENDIXC 
SUM1\1ARY OF PLAN PROVISIONS 

8. Pre-Retirement Ordinary Death Benefits 

Eligibility - death while active, inactive eligible to retire, or disabled. 

Benefit - designated beneficiary, spouse, child(ren), or parents entitled to benefit calculated as if deceased member had 
retired under Option 2 (see item 12); however, beneficia1y may elect survivor benefits payable to a surviving spouse, 
dependent child(ren), parent, or other designated beneficiaries in monthly amounts va1ying by status of beneficia1y and 
number of eligible survivors. Othe1w ise accumulated contributions with interest are payable to designated beneficiary, 
spouse, child(ren), older parents, or estate. 

9. Pre-Retirement Accidental Death Benefits 

Eligibility - death while active or disabled resulting from an injwy received in the line of duty. 

Benefit - if the member leaves no dependent child(ren), 2/3 of the member's average final compensation to the surviving 
spouse until death. 

if the member is smvived by a spouse who has the care of dependent child(ren) of the member, the smviving spouse 
shall receive an annual sum equal to the member's average final compensation. When there is no longer any dependent 
child, the smviving spouse shall receive 2/3 of member's average final compensation until death. 

if the member is swv ived by a spouse who does not have the care of the member's dependent child(ren), the swv iving 
spouse and dependent child(ren) shall share equally an annual sum equal to the member's average final compensation. 
When there is no longer any dependent child the swv iving spouse shall receive 2/3 of member's average final 
compensation until death. 

if the member leaves no spouse, the dependent child(ren) shall be paid an annual sum equal to the member's average 
final compensation. Benefits will cease when the last dependent child no longer meets the definition of"dependent 
child" . 

10. Refund of Contributions 

Eligibility - termination of se1v ice without retirement or death. 

Benefit - member's accumulated contributions with interest. 

11. Cost-of-Living Adjustments 

All service and disability retirement and survivor benefits are adjusted each year that there is a percentage change in the 
Conswner 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 se1v ice retirement benefit 
if and when the recipient moves to se1v ice retirement. 

Members on se1v ice retirement who did not have 10 years of se1v ice on July 1, 1993 will not receive a cost-of-living 
adjustment until 12 months after their nonnal retirement age. 
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APPENDIXC 
SU1\1MARY OF PLAN PROVISIONS 

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 paid for the life of the member only. 

Option 1: Cash refund equal to the remaining employee contribution balance, if any, at the date of death (where the employee 
contribution balance has been reduced each month by the po1tion 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 : Joint and survivor annuity at any percentage other than those available under Option 2 and Option 3. 

Option 5: Designated percentage of the benefit (not less than 51 % ) payable to the member, with the remaining percentage 
(the two to equal 100%) payable to a beneficia1y (may only be a sole beneficia1y) while both are alive. At the death of either, 
the higher of the two percentages is paid to the survivor for the survivor's life, and the lower-percentage benefit ceases to 
be paid. 

Option 6: 100% joint and survivor annuity with pop-up*. 

Option 7: 50% joint and survivor annuity with pop-up*. 

Option 8: Option 4 with pop-up*. 

• The "pop-up" feature attached to a given Option means that in the case of a beneficia1y predeceasing the member, the member 's benefit 
will be revised prospectively to the amount that the benefit would have been had the member selected Full Benefit payment upon 
retirement. 
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,Milliman us.A 

Febmary 6, 2004 

Board ofTmstees 

C-~ Md ir.tu111UP1 

Maine State Retirement System 
#46 Sta te House Station 
Augusta, Maine 04333-0046 

Re: Maine Legislative Retirement System 

Dear Members of the Board: 

8000 Towers Crescent Drive, Suite 1000 
Vienna, VA 22182-2700 
Tel 1-703-917-0143 
Fax 1-703-827-9266 
www.milliman.com 

At your request, we have produced this repo1t containing the foll results of the June 30, 2003 actuarial valuation of the Maine Legislative 
Retirement System. 

In perfonning this valuation, Milliman used assumptions and methods that meet the parameters set by Gove1mnent Accounting Standards 
Board (GASB) Statement No. 25, Financial Repo1ting for Defined Benefit Pension Plans and Note Disclosures for Defined Contributions 
Plans. The actuarial a.ssmnptions used in this valuation have been recommended by the actuary and adopted by the Board ofTmstees 
based upon the most recent review of the System's experience completed in 1998. We believe that the assumptions used, in the aggregate, 
represent our best estimate of anticipated foture experience of the plan. The results of this report are dependent upon foture experience 
confonning to these assmnptions. It is certain that actual expe1ience will not confonn exactly to these a.ssmnptions. Actual amounts will 
differ from projected amounts to the extent actual experience differs from expected expe1ience. The Board of Tmstees has the final 
decision regarding the approp1iateness of the assmnptions. 

In prepa1ing our report we relied, without audit, on infonn ation (some oral and some written) supplied by the Retirement System. This 
infonnation includes, but is not limited to, plan provisions, employee census data and financial infonnation. We did not audit this data. 
However, we reviewed the census data for reasonableness, and for consistency with the prior year's data. We found the data to be 
reasonably consistent and comparable with data used in the p1ior valuation. If the underlying data or infonnation is inaccurate or 
incomplete, the results of our analysis may likewise be inaccurate or incomplete. 

The results contained in this repo1t are only applicable to the 2005 fiscal year. Future years results may differ significantly. 

We hereby certify that, to the best of our knowledge, this report is complete and accurate and has been prepared in accordance with 
generally recognized and accepted actuarial principles and practices which are consistent with the applicable Guides to Professional 
Conduct, Amplifying Opinions, and Support.ing Recommendations and Interpretations of the American Academy of Actuaries. 

Sincerely, 

Milliman USA 

I, Theresa Leatherbury, am a consulting actuary for Milliman USA. I am also a member of the American Academy of Actuaries and meet 
their Qualification Standards to render the actuarial opinion contained herein. 

JL~~ 
Theresa Leatherbury, FSA 
Principal 

I, Althea Schwartz, am a consulting actua1y for Milliman USA. I am also a member of the American Academy ofActuruies and meet their 
Qualification Standards to render the acturuial opinion contained herein. 

Althea Schwartz, FSA 
Principal 
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INTRODUCTION 

This repo1t presents the results, as of June 30, 2003 , of the actuaiial 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 summaiy of plan provisions and Schedule C presents a description of actuarial 
assumptions and methods used in detemrining costs, including a desc1iption of the funding method. 
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A. PARTICIPANT DATA: 

Number of: 
Active Members 
Retired Members 
Beneficiaries of Retired Members 
Survivors of Deceased Members 
Disabled Members 
Vested Deferred Members 
Inactive Non-Vested Members 

Total 

Active Payroll 

SCHEDULEA 

Annual Benefits for Retired Members, Beneficiruies, 
Survivors and Disabled Members 

B. COST RESULTS: 

Employer Normal Cost 1 

Unfunded Actuarial Liability 

Total Cost 

175 
77 
13 
2 
0 

56 

ill 
436 

$ 1,980,328 

$ 124,843 

0.00% 

NIA 

0.00% 

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

C. ACCOUNTING INFORMATION: 

1. GASB Disclosure 

a. Actuarial Accmed Liability • 
• Retirees and beneficiaries 

b. 

C. 

currently receiving benefits and tenninated vested employees not yet 
receiving benefits 

• ClUTent employees 
•· Accmnulated employee contributions including allocated investment 

earnings 

•· Employer-financed vested 
•· Employer-financed nonvested 

• Total Actua1ial Accmed Liability (AAL) • 

Actua1ial Value of Assets (A VA) 

Unfonded Acturuial Accmed Liability 

$ 2,226,900 

$ 1,239,072 

$ 0 
$ 2,952,871 

$ 6,418,843 

$ 6,418,843 

$ 0 

• The Aggregate actuarial fimding method, used for this plan, does not, technically, define an AAL. For 
purposes of GASB No. 25 disclosme, in which all plans are combined, we have shown an Accmed Actuarial 
Liability exactly equal to the Actuarial Value of Assets. 

2. OTHERACCOUNTINGINFORMATION: 

a. Market Value of Assets 
b. Unfonded Accmed Liability, (not less than $0) 
c. Amortization Period 
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1. Membership 

SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

Except as provided by statute, membership is mandatory for legislators entering on or after December 3, 1986, and optional 
for those who were members of the 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. 

3. Average Final Compensation 

For pm-poses of detennining 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 credited while receiving disability benefits under the System; and 

d . all service creditable under the Maine State Retirement System as a State Employee, provided the member elects to 
have the member's own and the employer's contributions on behalf of such service transferred to the legislative 
system. 

5. Service Retirement Benefits 

Eligibility for members with at least 10 years of creditable service on July 1, 1993: 

Eligibility for members in active service and inactive members: 25 years of creditable service. 

Eligibility alternative for members in active service: attainment of age 60. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
attainment of age 60 and 10 years of creditable service . 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: 
attainment of age 60 and 5 years of creditable service. 

Eligibility for members with less than 10 years of creditable service on July 1, 1993: 

Eligibility for members in active service and inactive members: 25 years of creditable service. 

Eligibility alternative for members in active service: attainment of age 62. 
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SCHEDULED 
SUMMARY OF PLAN PROVISIONS 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
attainment of age 62 with 10 years of creditable service. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: 
attainment of age 62 and 5 years of creditable service. 

For eligibility, creditable service includes service under the Maine State Retirement System. 

Benefit • 1/50 of average final compensation multiplied by years of creditable service, reduced for retirement before age 
60 at the rate of approximately 2 1/4 % for each yearretirement age is less than age 60, for members with at least 10 years 
creditable service on July 1, 1993; reduced for retirement before age 62 at the rate of 6% for each year retirement age is 
less than age 62, for members with less than 10 years creditable service on July 1, 1993; minimum benefit $100 per month 
if at least 10 years of creditable service. 

Fo1m of payment• life annuity. 

6. Disability Retirement Benefits Other Than No Age Benefits 

Eligibility • disabled as defined in the MSRS statutes, prior to normal retirement age; 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 the specified statutory limit, and 
to the extent that the benefit, in combination with worker 's compensation and Social Security, exceeds 80% of average 
final compensation. 

Fo1m of payment · payment begins on te1mination of service and ceases on cessation of disability or after 5 years, unless 
the member is unable to engage in any substantially gainful activity; in which case payments cease on the earlier of 10 
years following normal retirement age or date the service retirement benefit equals or 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 10 years after the no1mal retirement date, if earlier, the disability benefit conve1ts to a service retirement 
benefit based on service and average final compensation at that point. 

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 earnings over the specified statutory limit, and to 
the extent that the benefit, in combination with worker's compensation and Social Security, exceeds 80% of average final 
compensation. 

F01m of payment • payment begins on tennination of service and ceases on cessation of disability or after five years, unless 
the member is unable to engage in any substantially gainful activity; in which case payments cease on the date the se1v ice 
retirement benefit equals or exceeds the disability benefit. 

Conversion to service retirement • during the period of disability average final compensation is increased with cost-of
living adjustments and se1v ice is credited. On the date when service benefits reach a level of 59% of average final 
compensation the disability benefit conve1ts to a service retirement benefit based on se1v ice and average final 
compensation at that point. 

108 Maine State Retirement System 



• ACTUARIAL VALUATION JUNE 30,2003 · LEGISLATIVE RETIREMENT SYSTEM 

SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

8. Pre-Retirement Ordinary Death Benefits 

Eligibility - death while active, inactive eligible to retire or disabled. 

Benefit - designated beneficiary, spouse, child(ren), or parents entitled to benefit calculated as if deceased member had 
retired under Option 2 (see item 12); however, beneficiary may elect survivor benefits payable to a swv iving spouse, 
dependent child(ren), parents, or other designated beneficiaries in monthly amounts varying by status of beneficiary and 
nwnber of eligible swv ivors. Otherv.•ise, accwnulated contributions with interest are payable to designated beneficiary, 
spouse, child(ren), older parent or estate. 

9. Pre-Retirement Accidental Death Benefits 

Eligibility - death while active or disabled resulting from injury received in the line of duty. 

Benefit - if the member leaves no dependent children, 2/3 of the member's average final compensation to the swv iving 
spouse until death. 

• If the member is swv ived by a spouse who has the care of dependent child(ren) of the member, the sUI"Viving 
spouse shall receive an annual sum equal to the member's average final compensation. When there is no longer 
any dependent child, the swv iving spouse shall receive 2/3 of member's average final compensation until death. 

• If the member is swv ived by a spouse who does not have the care of the member's dependent child(ren), the 
swv iving spouse and dependent child(ren) shall share equally an annual swn equal to the member's average final 
compensation. When there is no longer any dependent child, the sUI"Viving spouse shall receive 2/3 of member's 
average final compensation until death. 

• If the member leaves no spouse, the dependent child(ren) shall be paid an annual amount equal to the member 's 
average final compensation. Benefits will cease when the last dependent child no longer meets the definition 
of "dependent child" . 

10. Refund of Contributions 

Eligibility - termination of set-vice without retirement or death. 

Benefit - member's accumulated contributions with interest. 

11. Cost-of-Living Adjustments 

All set-vice and disability retirement and swv ivor benefits are adjusted each year there is a percentage change in the 
Conswner 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 fortv.•elve 
months. The maximwn increase or decrease is 4%. Average final compensation used in determining disability benefits 
for disabled members is similarly adjusted for purposes of determining the recipients set-vice retirement benefit if and 
when the recipient moves to service retirement. 

Members on service retirement who did not have at least 10 years creditable service on July 1, 1993 are not eligible to 
receive a cost-of-living adjustment until 12 months after their normal retirement age. 
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SCHEDULED 
SUMMARY OF PLAN PROVISIONS 

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 of the member only. 

Option 1: Ca.sh refund equal to the remaining employee contribution balance, if any, 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: Joint and survivor annuity at any percentage other than those available under Option 2 and Option 3. 

Option 5: Designated percentage of the benefit (not less than 51 % ) payable to the member, with the remaining 
percentage (the tv.•o to equa.1100%) payable to a beneficiary (may only be a. sole beneficiary) while both are 
alive. At the death of either, the higher of the two percentages is paid to the survivor for the swvivor's life, 
and the lower-percentage benefit ceases to be pa.id. 

Option 6: 100% joint and swvivor annuity with pop-up* . 

Option 7: 50% joint and survivor annuity with pop-up*. 

Option 8: Option 4 with pop-up* . 

* The "pop-up" feature attached to a. given Option means that in the case of a beneficiary predeceasing the member, the member's 
benefit will be revised prospectively to the a.mount that the benefit would have been had the member selected Full Benefit payment 
upon retirement. 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

ACTUARIAL ASSUMPTIONS 

1. 

2 . 

3. 

4. 

5. 

6. 

Annual Rate oflnvestment Return: 

Annual Rate ofSala1y Increase: 

Annual Cost-of-Living Increase: 

8% 

5% 

4% 

No1mal 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. 

Probabilities of employment termination at selected ages due to: 

Death 

Age Disability Termination ~ 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 

Rate of Healthy Life Mortality at Selected Ages: 

Currently Active Employees Currently Retired 
and Currently Retired Employees who 

Employees who retired on or retired prio1· to 
after 7/1/1998 7/1/1998 

Age M.!!k Female M.!!k 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 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

7. Rates of Disabled Life Mortality at Selected Ages 

25 
30 
35 
40 
45 
50 
55 

ACTUARIAL METHODS 

I . Funding Method 

Currently Active Employees 

Female 

.0092 

.0112 

.0134 

.0160 

.0193 

.0236 

.0295 

.0072 

.0089 

.0109 

.0126 

.0144 

.0165 

.0191 

CmTently Retired Employees 

.Ml!!! Female 

.0391 .0528 

.0315 .0467 

.0321 .0326 

.0332 .0215 

.0349 .0191 

.0376 .0207 

.0420 .0240 

The Aggregate actuarial funding method is used to determine costs. Under this funding method, the total employer contribution 
rate consists of only one element, the normal cost rate. The nonnal cost rate is developed by taking the difference betv.•een the 
present value of future benefits, less future member contributions, and less the actuarial value of plan assets and dividing this 
difference by the present value of future payroll. 

Under the Aggregate actuarial funding method there is no unfunded actuarial liability since the Actuarial Accrued Liability is set 
exactly equal to the actuarial value of assets. 

2. Asset Valuation Method 

The actuarial valuation employs a technique for detennining the actuarial value of assets which dampens the swings in mark et value. 
The specific technique adopted in this valuation recognizes in a given year one-third of the investment return that is different from 
the 8.00% actuarial assumption for investment return. 
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e iMilliman usA 

Februruy 6, 2004 

Board of Trustees 
Maine State Retirement System 
#46 State House Station 
Augusta, Maine 04333-0046 

Re: Maine Judicial Retirement System 

Dear Members of the Board: 

8000 Towers Crescent Drive, Suite 1000 
Vienna, VA 22182-2700 
Tel 1-703-917-0143 
Fax 1-703-827-9266 
www.milliman.com 

At your request, we have produced this report containing the full results of the June 30, 2003 actuarial valuation of the Maine Judicial 
Retirement System. 

In pe1fonning this valuation, Milliman used assmnptions and methods that meet the parameters set by GovernmentAccounting Standards 
Board (GASB) Statement No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contributions 
Plans. The acturuial assumptions used in this valuation have been recommended by the acturuy and adopted by the Board of Trustees 
based upon the most recent review of the System's expe1ience completed in 1998. We believe that the assumptions used, in the aggregate, 
represent our best estimate of anticipated future experience of the plan. The results of this report are dependent upon future expe1ience 
confonning to these assumptions. It is certain that actual experience will not confonn exactly to these assmnptions. Actual amounts will 
differ from projected runounts to the extent actual experience differs from expected experience. The Board of Trustees has the final 
decision regarding the appropriateness of the assmnptions. 

In preparing our repo1t we relied, without audit, on infonnation (some oral and some written) supplied by the Retirement System. This 
infonnation includes, but is not limited to, plan provisions, employee census data and financial information. We did not audit this data. 
However, we reviewed the census data for reasonableness, and for consistency with the prior yeru·'s data. We found the data to be 
reasonably consistent and comparable with data used in the p1ior valuation. If the underlying data or infonnation is inaccurate or 
incomplete, the results of our analysis may likewise be inaccurate or incomplete. 

The results contained in this repo1t are only applicable to the 2005 fiscal year. Future years results may differ significantly. 

We hereby certify that, to the best of our knowledge, this report is complete and accurate and has been prepared in accordance with 
generally recognized and accepted actuarial principles and practices which are consistent with the applicable Guides to Professional 
Conduct, Amplifying Opinions, and Supporting Recommendations and Interpretations of the American Academy of Actuaries. 

Sincerely, 

Milliman USA 

I, Theresa Leatherbmy, am a consulting acturuy for Milliman USA. I am also a member of the American Academy of Actuaries and meet 
their Qualification Standards to render the actuarial opinion contained herein. 

Theresa Leatherbmy, FSA 
Principal 

I, Althea Schwa1tz, am a consulting actua1y for Milliman USA. I am also a member ofthe American Academy of Actuaries and meet their 
Qualification Standards to render the actuarial opinion contained herein. 

Althea Schwa1tz, FSA 
Principal 
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INTRODUCTION 

This report presents the results, as of June 30, 2003, 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 summa1y of plan provisions and Schedule C presents a description of actuarial assumptions and methods used in 
detemuning costs, including a description of the funding method. 
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A. PARTICIPANT DATA: 

Nmnber of: 
Active Members 
Retired Members 
Beneficiaries of Retired Members 
Smvivors of Deceased Members 
Disabled Members 
Vested Defen-ed Members 
Inactive Non-Vested Members 

Total 

Active Payroll 

SCHEDULEA 

Annual Benefits for Retired Members, Beneficiaries, 
Survivors and Disabled Members 

B. COST RESULTS: 

Employer Nonnal Cost 1 

Unfimded Actuarial Liability 

Total Cost 

56 
26 
II 
0 

_ 1 

96 

$ 5,498,574 

$ 1,846,018 

20.04% 

1.33% 

21.37% 

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

C. ACCOUNTING INFORMATION: 

1. GASB Disclosure 

a. Actuarial Accmed Liability 
• Retirees and beneficiaries 

Cllffently receiving benefits and tenninated vested employees not yet 
receiving benefits 

• ClUTent employees 
•· Accumulated employee contributions including allocated investment 

earnings 

•· Employer-financed vested 
•· Employer-financed nonvested 

• Total Actuarial Accmed Liability (AAL) 

b. Actuarial Value of Assets (A VA) 

c. Unfimded Actuarial Accmed Liability 

2. Other Accounting Information: 

a. Market Value of Assets 
b. Unfimded Accmed Liability, (not less than $0) 
c. Amortization Pe1iod 
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$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

17,693,897 

5,181,447 

10,373,661 
4,911,076 

38,160,081 

37,261 ,834 

898,247 

33,189,773 
697,081 
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SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

Retirement on or After December 1. 1984 

1. Membership 

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 eamable compensation. 

3. Average Final Compensation 

For pm-poses of detennining benefits payable under the System, average final compensation is the average annual rate of 
eamable 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 credited 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 transfened to the judicial system. 

5. Service Retirement Benefits 

Eligibility for members with at least 10 years of creditable service on July 1, 1993: 

Eligibility for members in active service and inactive members: 25 years of creditable service. 

Eligibility altemative for members in active service: attainment of age 70 with at least one year of service immediately 
before retirement.. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
attainment of age 60 and 10 years of creditable service. 

Eligibility for members not in active service at retirement, but in active se1v ice on or after October 1, 1999: 
attainment of age 60 and 5 years of creditable service. 

Eligibility for members with less than 10 years of creditable service on July 1, 1993 : 

Eligibility for members in active service and inactive members: 25 years of creditable se1vice. 
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SCHEDULED 
SUMMARY OF PLAN PROVISIONS 

Eligibility alternative for members in active service: attainment of age 70 with at least one year of service immediately 
before retirement. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: 
attainment of age 62 with 10 years of creditable service. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: 
attainment of age 62 and 5 years of creditable service. 

Benefit - sum of (1) For service after November 30, 1984 and before July 1, 1998 and creditable service allowed under 
section 1302(3), 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 sala1y for the position held at retirement, prorated for prior service less than 10 years. 

The benefit is reduced for retirement before age 60 at the rate of approximately 2¼% for each year retirement age is 
less than 60, for members with at least 10 years creditable service on July 1, 1993; reduced for retirement before age 
62 by 6% for each year the member's age is less than age 62, ifless than 10 years creditable service on July 1, 1993. 

Maximum benefit • total benefit cannot exceed 70% of average final compensation except as provided under the minimum 
benefit provision. 

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. 

Fo1m of payment - life annuity; except, for a judge in service and age 50 before December 1, 1984, 50% joint and survivor 
annuity to surviving spouse. 

6. Disability Retirement Benefits Other Than No Age Benefits 

Conditions • disabled as defined in the Judicial Retirement System statutes, prior to Nonna! Retirement Age; 
employed as a judge prior to October 16, 1992 and did not elect No Age Disability. 

Benefit • 66 2/3 % of average final compensation, reduced by employment earnings over the specified statuto1y limit, and 
to the extent that the benefit, in combination with worker's compensation and Social Security, exceeds 80% of average 
final compensation. 

Fo1m of payment · payment begins on te1mination of service and ceases on cessation of disability or after 2 years, unless 
the member is unable to engage in any substantially 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 

Conditions • disabled as defined in the Judicial Retirement statutes; employed as a judge on or after October 16, 1992 
or employed as a judge prior to October 16, 1992 and elected the provisions of No Age Disability. 
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SCHEDULEB 
SUMMARY OF PLAN PROVISIONS 

Benefit - 59% of average final compensation, reduced by the amount by which employment eamings plus the disability 
allowance exceeds the c1ment salary of the position held at disability, and to the extent that the benefit, in combination 
with worker's compensation exceeds 80% of average final compensation. A member in service on 11/30/84 may elect 
benefits applicable for retirement before December 1, 1984. 

F onn of payment - payment begins on termination of service and ceases on cessation of disability or after 2 years, unless 
the member is unable to engage in any substantially 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 conve1ts to a service retirement benefit based on service and pay at that point. 

8. Pre-Retirement Ordinary Death Benefits 

Eligibility - death while active, inactive eligible to retire or disabled. 

Benefit - designated beneficiary, spouse, child(ren), or parents entitled to benefit calculated as if deceased member had 
retired under Option 2 (see item 12); however, beneficia1y may elect survivor benefits payable to a surviving spouse, 
dependent child(ren), parents, or other designated beneficiaries in monthly amounts va1ying by status of beneficiary 
and number of eligible survivors. Othe1w ise, accumulated contributions with interest are payable to designated 
beneficia1y, spouse, child(ren), older parent or estate. 

Minimum benefit - for a judge in service prior to 12/ 1/84, 1/2 of the judge's retirement benefit detennined on date of death, 
payable to the spouse and/or dependent children. 

9. Pre-Retirement Accidental Death Benefits 

Eligibility - death while active or disabled resulting from injury received in the line of duty. 

Benefit - if the member leaves no dependent children, 2/3 of the member's average final compensation to the surviving 
spouse until death. 

• If the member is survived by a spouse who has the care of dependent child(ren) of the member, the surviving 
spouse shall receive an annual sum equal to the member's average final compensation. When there is no longer 
any dependent child, the swv iving spouse shall receive 2/3 of member's average final compensation until death. 

• If the member is swv ived by a spouse who does not have the care of the member's dependent child(ren), the 
swv iving spouse and dependent child(ren) shall share equally an annual sum equal to the member's average final 
compensation. When there is no longer any dependent child, the surviving spouse shall receive 2/3 of member's 
average final compensation until death. 

• If the member leaves no spouse, the dependent child(ren) shall be paid an annual amount equal to the member 's 
average final compensation. Benefits will cease when the last dependent child no longer meets the definition 
of "dependent child" . 

10. Refund of Contributions 

Eligibility - termination of se1v ice without retirement or death. 

Benefit - member's accumulated contributions with interest. 

Maine State Retirement System 119 



ACTUARIAL VALUATION JUNE 30,2003 • JUDICIAL RETIREMENT SYSTEM ~ , 

11. Cost-of-Living Adjustments 

SCHEDULED 
SUMMARY OF PLAN PROVISIONS 

Except as described below, all service and disability retirement and smvivor 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 fortv.•elve 
months. The maximum increase or decrease is 4%. Average final compensation used in detennining disability benefits 
for disabled members is similarly adjusted for purposes of determining the recipient's service retirement benefit if and 
when the recipient moves to service retirement. 

Members on service retirement who did not have at least 10 years creditable service on July 1, 1993 are not eligible to 
receive a cost-of-living adjustment until 12 months after the member reaches normal retirement age. 

Minimum benefits are increased 6% per year from July 1985 through July 1989, and as described above thereafter. 

12. 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 po1tion 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 : Joint and survivor annuity at any percentage other than those available under Option 2 and Option 3. 

Option 5: Designated percentage of the benefit (not less than 51 % ) payable to the member, with the remaining 
percentage (the two to equal 100%) payable to a beneficiaiy (may only be a sole beneficia1y) while both 
are alive. At the death of either, the higher of the tv.•o percentages is paid to the survivor for the 
survivor 's life, and the lower-percentage benefit ceases to be paid. 

Option 6: 100% joint and survivor annuity w ith pop-up* . 

Option 7: 50% joint and survivor annuity with pop-up*. 

Option 8: Option 4 with pop-up* . 

* The "pop-up" featme attached to a given Option means that in the case of a beneficia1y predeceasing the member, the member's 
benefit will be revised prospectively to the amount that the benefit would have been had the member selected Full Benefit payment 
upon retirement. 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

Retirement Prior to December t, 1984 

1. Currently Effective Annual Salary 

For determination of benefit payments, currently effective annual sala1y is the sala1y on 6/30/84 for the position last held, 
increased by 6% per year each July 1, beginning 7 /1/84. 

2. Regular Retirement Benefits 

Eligibility - attainment of age 70 with 7 years of service, or attainment of age 65 with 12 years of service, or attainment 
of age 60 with 20 years of service. 

Benefit - 3/4 of cmTently effective annual sala1y. 

3. Disability Benefits 

3/4 of cu!1'ently effective annual sala1y. 

4. Survivor Benefits 

3/8 of cu!1'ently effective annual salary, payable to the sw-viving spouse or dependent children. 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

ACTUARIAL ASSUMPTIONS 

1. Annual Rate of Investment Retum : 

2. Annual Rate of Salary Increase: 

3. Annual Cost-of-Living Increase: 

8% 

5% 

4% 

4. Nonnal Retirement: Age 60 for members with at least 10 years creditable se1vice on 
July 1, 1993. 

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

5. Probabilities of employment te1mination at selected ages due to: 

Age Disability Termination 

25 .0006 
30 .0006 
35 .0007 
40 .0011 
45 .0022 
50 .0042 
55 .0072 

6. Rates of Healthy Life Mortality at Selected Ages: 

Currently Active Employees 
and Currently Retired 

Employees who retired on 0 1· 

after 7/1/1998 

Age ~ Female 

25 .0007 .0003 
30 .0009 .0004 
35 .0009 .0005 
40 .0012 .0008 
45 .0017 .0010 
50 .0028 .0015 
55 .0048 .0025 
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.07 

.06 

.05 

.04 

.03 

.02 

.01 

Death 

~ Female 

.0007 .0003 

.0009 .0004 

.0009 .0005 

.0012 .0008 

.0017 .0010 

.0028 .0015 

.0048 .0025 

Currently Retired 
Employees who 
retired prior to 

7/1/1998 

M.ak Female 

.0006 .0003 

.0008 .0005 

.0011 .0007 

.0016 .0009 

.0029 .0014 

.0053 .0022 

.0085 .0033 
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SCHEDULEC 
SUMMARY OF ACTUARIAL ASSUMPTIONS 

7. Rates of Disabled Life Mo1tality at Selected Ages 

AchJal'jal Methods 

1. Funding Method 

Currently Active Employees 

Age Ml!!! 

25 .0092 
30 .0112 
35 .0134 
40 .0160 
45 .0193 
50 .0236 
55 .0295 

Female 

.0072 

.0089 

.0109 

.0126 

.0144 

.0165 

.0191 

CmTently Retired Employees 

Ml!!! Female 

.0391 .0528 

.0315 .0467 

.0321 .0326 

.0332 .0215 

.0349 .0191 

.0376 .0207 

.0420 .0240 

The Entry Age Normal actuarial funding method is used to determine costs. Under this funding method, the total employer 
contribution rate consists of two elements, the no1mal cost rate and the unfunded actuarial liability (UAL) rate. 

The normal cost rate is developed for a typical new entrant. This rate is dete1mined by taking the value, as of entry age to the plan, 
of the member's projected future 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. 

In addition to contributions required to meet the plan's normal cost, contributions will be required to fund the plan'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 actuarial liability less the actuarial value of plan 
assets. 

The unfunded liability is amortized by annual payments over a 14-year period from June 30, 2003 . The payments are detennined 
so that they will be a level percentage of pay, assuming total pay increases 5.5% per year. 

2. Asset Valuation Method 

The actuarial valuation employs a technique for dete1mining 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 retum that is different from 
the 8.00% actuarial assumption for investment retum. 
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Mlilliman usA 

March 31, 2004 

Board of Trustees 

(".mw6'nm'..oi MJi i'.;iu., MIi 

Maine State Retirement System 
#46 State House Station 
Augusta, Maine 04333-0046 

Dear Members of the Board: 

8000 Towers Crescent Drive, Suite 1000 
Vienna, VA 22182-2700 
Tel 1-703-917-0143 
Fax 1-703-827-9266 
www.milliman.com 

At your request, we have conducted an actuarial valuation of the Consolidated Plan for Participating Local Districts of the Maine State 
Retirement System as of June 30, 2003. The results of the valuation are contained in the following repo1t. 

In perfonning this valuation, Milliman used assUlllptions and methods that meet the parameters set by Government Accounting Standards 
Board (GASB) Statement No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contributions 
Plans. The actuarial assUlllptions used in this valuation were recommended by the acturuy and adopted by the Board of Trustees based 
on Milliman's review of the Plan's expe1ience completed in Fiscal Year 2002. These assmnptions are described in Appendix D. We believe 
the assmnptions used, in the aggregate, reflect our best estimate of anticipated future expe1ience of the plan. The results of this repo1t 
are dependent upon future experience confonning to these assmnptions. It is ce1tain that actual expe1ience will not confonn exactly to 
these assUlllptions. Actual amounts will differ from projected runounts to the extent actual expe1ience differs from expected experience. 
The Board of Trustees has the final decision regarding the appropriateness of the a.ssmnptions. The results contained in this report are 
only applicable to the 2005 fiscal year. Future years results may differ significantly. 

In preparing our report we relied, without audit, on infonnation (some oral and some written) supplied by the Retirement System. This 
infonn ation includes, but is not limited to, plan provisions, employee census data and financial infonnation. We did not audit this data. 
However, we compared the census data and financial infonnation with the previous year's infonnation and reviewed the results for 
reasonableness. We found the data to be reasonably consistent and comparable with data used in the prior valuation. If the underlying 
data or information is inaccurate or incomplete, the results of our analysis may likewise be inaccurate or incomplete. 

We understand this report is considered a public docUlllent and, a.s such, may be subject to disclosure to third parties. However, we do 
not intend to benefit, and assmne no liability to, any third party who receives the repo1t in this fashion. Any distribution of this report 
must be in its entirety including this cover letter, unless p1ior written consent from Milliman USA is obtained. 

We hereby certify that, to the best of our knowledge, this report is complete and accurate, and has been prepared in accordance with 
generally recognized and accepted actuarial principles and practices which are consistent with the applicable Guides to Professional 
Conduct, Amplifying Opinions, and Suppo1ting Recommendations and Interpretations of the Ame1ican Academy of Actua1ies. 

Sincerely, 

Milliman USA 

!, Althea Schwartz, am a consulting actuary for Milliman USA. I am also a member oftheAme1icanAcademy of Actuaries and meet their 
Qualification Standards to render the actuarial opinion contained herein. 

Althea Schwartz, F.S.A. 
P1incipal and Consulting Acturuy 

I, Theresa Leatherbmy, am a consulting actuary for Milliman USA. I am also a member oftheAme1icanAcademy of Actuaries and meet 
their Qualification Standards to render the actuarial opinion contained herein. 

Theresa Leatherbury, F.S.A. 
P1incipal and Consulting Acturuy 
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OVERVIEW 

SECTION I 
EXECUTIVE SUMMARY 

As of June 30, 2003, there were 234 participating local districts in the Consolidated Plan for Participating Local Districts (PLDs) 
of the Maine State Retirement System. This repo1t presents the results of our June 30, 2003, actuarial valuation for this Plan. 
Comments on the findings of our valuation are presented below. Following our comments are detailed tables of the June 30, 2003 
results for the Regular Plans and Special Plans that comprise the Consolidated Plan. 

Several PLDs paid off their IUUALs in the period covered by this valuation; there w ere fewer such payoffs than in each of the 
previous t\¥ 0 years. Since IUUAL balances in the course of being paid are assets of the Plan, their reduction or elimination affects 
funding ratios but does not othe1w ise affect valuation results. 

For the seventh year in a row, the Pooled Unfunded Actuarial Liability (PUAL) is negative (that is, the Plan's pooled assets exceed 
its pooled liabilities). The negative PUAL is translated into a reduction in the no1mal cost rates othe1w ise payable. The amount 
of the reduction varies by plan; however, mathematically, the result is a net employer contribution rate that is less than zero in all 
Regular Plans and all Special Plans. 

When the 1999 actuarial valuation for the Plan indica ted a net employer contribution rate less than zero, the Board, based on our 
recommendation and its own policy decisions, reduced slightly the then-existing rates and initiated a study to develop a funding 
methodology that w ould help manage the volatility associated with a well- or fully-funded plan and to address policy concems 
related to employer contribution rates at or near zero. 

The Board decided on a methodology that establishes a fixed employer contribution rate if the Plan's funded status (the ratio of 
actuarial assets to actuarial accmed liability) remains within a given range ("base rate"). The base rate is 3% of payroll and the 
range of funded status is 90% to 130% . If the funded status falls outside of this range, the employer contribution rate will be 
incrementally adjusted, but will never be less than a given minimum rate, unless the Board identifies compelling circumstances 
dictating othe1w ise. The factor for incremental adjustments when funded status falls outside the range is 10% of the difference 
between the calculated rate and the rate then in effect. The minimum base rate is 1 % of payroll . 

The "base rate" represents the aggregate of the rates of the various plans within the Consolidated Plan. The rates for the various 
plans reflect the payroll-weighted nonnal cost and pooled UAL contributions under each plan. As neither limit of the range is 
crossed in this cwTent valuation, the base rate of 3 % (which is the same as that set in the 2000 valuation and unchanged in the 2001 
and 2002 valuations) is in effect. The resulting rates for each plan in the Consolidated Plan are show n in Section IV of this report. 

In the follow ing sections of the repo1t we present detailed results on Plan Assets (Section II), Plan Liabilities (Section III), and Plan 
Contributions (Section IV) . This repo1t also contains four Appendices. Appendix A displays a list of the 234 PLDs that have entered 
the Plan and each PLD's benefit plan elections. Appendix B presents membership data and profiles and Appendix C provides a 
summary of benefit provisions of the plans w ithin the Plan. Finally, an outline of all actuarial assumptions and procedures used 
in our valuation is contained in Appendix D. 

Maine State Retirement System 127 



ACTUARIAL VALUATION JUNE 30,2003 - CONSOLIDATED PLAN v, 

EXECUTIVE SUMMARY 

VALUATION COMMENTS 

ASSETS 

There are two relevant measures of the Plan's assets: (i) the market value and (ii) the actuarial value. The market value is a snapshot 
of the asset value as of June 30, 2003. 

The actuarial value is a smoothed asset value that recognizes 33% of the difference between the expected actuarial value and the 
market value of assets. The expected actuarial value equals the prior year's actuarial value adjusted with contributions, payments 
and investment earnings of 8.0%. This method tempers the volatile fluctuations in market value. 

As of June 30, 2003, the market value of assets allocated to the Consolidated Plan was $1,382 million as compared to $1,332 million 
as of June 30, 2002. 

On an actuarial basis, Plan's assets were $1,552 million on June 30, 2003, as compared to $1,537 million as of June 30, 2002. 

For the plan year ending June 30, 2003, the assets earned 5.30% on a market value basis and 2.41 % on an actuarial value basis. 
These returns are lower than the assumption of 8.0% and resulted in an actuarial loss on investments of $31 million on a market 
value basis and $82 million on an actuarial value basis. 

The components of the changes in market value and actuarial value, in millions, are: 

+ 40 Employer and member contributions + 40 

- 63 Payment of benefits and expenses - 63 

+ 122 Investment return per 8.0% assumption + 106 

- 84 Investment loss - 33 

15 Total change in assets 50 

Section II of this repo1t presents more detailed infonnation on Plan assets. 

LIABILITIES 

Throughout this repo1t we discuss t•No types of liabilities: (1) actuarial accrned liabilities and (2) accrned benefit liabilities. In 
Section III, we discuss in detail the different uses and definitions of these terms. 

Actuarial accrned liability 
In general, actuarial accrned liabilities are calculated for purposes of detennining future contributions. Since actuarial funding 
methods are used to determine costs for future retirement benefits, actuarial accrned liabilities will include expected future 
increases in pay and service credits. The unfunded actuarial accrned liability ( or surplus) equals the actuarial accrned liability minus 
the actuarial value of assets. 

As of June 30, 2003, the total actuarial liability for the Plan was $1,408 million, as compared to $1,313 million as of June 30, 2002. 
Comparing this to the actuarial value of assets of$1,552 million produces an unfunded actuarial liability (swplus) of($144) million. 
An additional $22 million is owed to the Plan by those PLDs having IUUALs (described in detail on page IIl-1) . Thus the Plan 
has a pooled swplus of$166 million as of June 30, 2003. As of June 30, 2002 the pooled swplus was $260 million. 
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EXECUTIVE SUMMARY 

The components of th e increase in the unfunded actuarial liability ( or decrease in th e surplus), in millions, are as follows: 

Pooled Un funded Actuarial Liability, June 30, 2002 

decrease expected 

increase due to lower than expected investment return 

increase due to other (losses) 

Pooled Un funded Actuarial Liability, June 30, 2003 

$ 

$ 

(260) 

(10) 

84 

20 

(166) 

The unexpected increase in unfunded actuarial liabilities from "other (losses)" of $20 million is attributable to the difference 
between assumed and actual rates of pay increases, retirements, terminations and deaths. 

Accrued benefit liability 
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' earnings and service credits as of the valuation date. The difference between this liability 
and the market value of plan assets represents the unfunded accrued benefit liability. As of June 30, 2003, the unfunded accrued 
benefit liability equals zero. 

More detailed infonnation on plan liabilities is presented in Section III. 

CONTRIBUTIONS 

In Section IV of this repo1t , we present detailed infonnation on the development of Plan employer contribution rates, calculated 
as of June 30, 2003 . 

Employer contributions to the Plan consist of: 

■ a "normal cost contribution", for the portion of projected liabilit ies attributable to service of members during th e year 
following the valuation date, and 

■ a "pooled unfunded actuarial liability contribution", for a payment to amortize the excess of actuarial accrued liabilities 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- 1. 

The Pooled UAL (PUAL) rate for all employees changed from -11.6% of payroll as of June 30, 2002, to -7 .0% of payroll as of 
June 30, 2003 . The primary components of this change are shown below. 

Pooled UAL Rate as of June 30, 2002 

investment loss ( due to lower than expected investment returns) 

other (gains)/losses 

Pooled UAL Rate as of June 30, 2003 

-11.6% 

3.5% 

1.1% 

-7.0% 
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EXECUTIVE SUMMARY 

The PUAL rate as calculated above would normally be reflected in the FY 2005 contribution rates. The PUAL rate is allocated 
to the individual plans and is used to offset the individual plans' no1mal costs to develop the ultimate rate for each plan. The PUAL 
rate would completely offset the Normal Cost rate for the respective individual plans, resulting in rates less than zero. Because 
of our recommendation against that result and the Board's policy decision not to establish zero rates, the rates summarized in Table 
IV-1 are based on the PUAL rate as developed in the 1999 valuation. 

Employees also contribute to the plans. Employee contribution rates are detailed in Appendix C-1. 

MEMBERS AND BENEFIT RECIPIENTS 

There are three types of plan participants: (i) cunent active members; (ii) tenninated members who retain a right to a deferred 
"vested" benefit; and (iii) benefit recipients, who may be retired fonner members, concunent beneficiaries of living retired 
members, disabled members or beneficiaries of deceased active, retired or disabled members. Appendix B of this repo1t presents 
more detail regarding members and benefit recipients. Below, we compare totals in each group between June 30, 2002 and 2003. 

6/30/2003 6/30/2002 CHANGE 

Active Members 8,720 8,843 -1.4% 

Tenninated "Vested" Members 686 363 89.0% 

Benefit Recipients 6,483 6.325 2.5% 

Total 15,889 15,531 2.3% 

Annual Payroll for actives (in millions) $276 $262 5.3% 
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1. 

2. 

SUMMARY OF PRINCIPAL RESULTS 
TOTAL 

June 301 2003 

Participant Data 

Number of: 
Active Members 8,720 
Retired Members 4,920 
Beneficiaries of Retired Members 955 
Survivors of Deceased Members 220 
Disabled Members 388 
Vested Deferred Members 686 
Total Membership 15,889 

Annual Salaries of Active Members $ 276,384,548 

Annual Retirement Allowances for Retired 
Members, Beneficiaries, Sw-vivors and Disabled 
Members $ 66,065,496 

Assets and Liabilities 

Funding Liability 

Actuarial Accrued Liability $ 1,407,728,801 
Actuarial Value of Assets 1,551.942.311 
Unfunded Actuarial Liability $ (144,213,510) 

Unpooled Portion (IUUAL) 21.634 300 
Pooled Portion (PUAL) $ (165,847,810) 

Actuarial Liability Funding Ratio 110% 

FASB Accounting Liability 

Accrued Benefit Liability $ 1,183,539,319 
Market Value of Assets 1.382.342.410 
Unfunded Accrued Benefit Liability $ 0 

Accrued Benefit Funding Ratio 117% 

J une 301 2002 

8,843 
4,821 

918 
222 
364 
363 

15,531 

$ 262,143,592 

$ 61,854,927 

$ 1,313,083,223 
1.537.234,672 

$ (224,151,449) 
36 305 153 

$ (260,456,602) 

117% 

$ 1,100,814,701 
1.331.899.294 

$ 0 

121% 
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1. 

2. 

SUMMARY OF PRINCIPAL RESULTS 
REGULARPLANS AC, AN &BC 

J une 301 2003 

Pa1·ticipant Data 

Number of: 
Active Members 6,913 
Retired Members 3,468 
Beneficiaries of Retired Members 764 
Survivors of Deceased Members 202 
Disabled Members 305 
Vested Deferred Members 668 
Total Membership 12,320 

Annual Salaries of Active Members $ 200,827,248 

Annual Retirement Allowances for Retired 
Members, Beneficiaries, Survivors and Disabled 
Members $ 37,557,169 

Assets and Liabilities 

Funding Liability 

Actuarial Accrued Liability $ 821,214,867 
Actuarial Value of Assets 930 317 501 
Unfunded Actuarial Liability $ (109,102,634) 

Unpooled Portion (IUUAL) 13 887 535 
Pooled Portion (PUAL) $ (122,990,169) 

Actuarial Liability Funding Ratio 113% 

FASB Accounting Liability 

Accrued Benefit Liability $ 670,246,140 
Market Value of Assets 828.650.219 
Unfunded Accrued Benefit Liability $ 0 

Accrued Benefit Funding Ratio 124% 
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J une 30. 2002 

7,197 
3,419 

733 
202 
289 
354 

12,194 

$ 194,991 ,715 

$ 35,646,957 

$ 764,529,514 
919,127.660 

$ (154,598,146) 
21 ,122.263 

$ (175,720,409) 

120% 

$ 621 ,353,716 
796.355.628 

$ 0 

128% 
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1. 

2. 

SUMMARY OF PRINCIPAL RESULTS 
SPECIAL PLANS 1C-4C & 1N-4N 

June 301 2003 

Participant Data 

Number of: 
Active Members 1,807 
Retired Members 1,452 
Beneficiaries of Retired Members 191 
Survivors of Deceased Members 18 
Disabled Members 83 
Vested Deferred Members 18 
Total Membership 3,569 

Annual Salaries of Active Members $ 75,557,300 $ 

Annual Benefits to Recipients $ 28,508,327 $ 

Assets and Liabilities 

Funding Liability 

Actuarial Accrued Liability $ 586,513,934 $ 
Actuarial Value of Assets 621,624,810 
Unfunded Actuarial Liability $ (35,110,876) $ 

Unpooled Portion (IUUAL) 7 746 765 
Pooled Portion (PUAL) $ (42,857,641) $ 

Actuarial Liability Funding Ratio 106% 

FASB Accounting Liability 

Accrued Benefit Liability $ 513,293,179 $ 
Market Value of Assets 553.692.191 
Unfunded Accrued Benefit Liability $ 0 $ 

Accrued Benefit Funding Ratio 108% 

June 301 2002 

1,646 
1,402 

185 
20 
75 

9 
3,337 

67,151 ,877 

26,207,970 

548,553,709 
618.107,012 
(69,553,303) 

15.182 891 
(84,736,194) 

113% 

479,460,985 
535.543 .666 

0 

112% 
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SECTION II 
ASSETS 

The purpose of an actuarial valuation is to assess the funded status of a pension plan at a certain date and to establish the plan's 
funding requirements. On the asset side of a plan's funded status, the relevant measure is net assets available for benefits. "Assets" 
includes the System's investment po1tfolio committed for investment management to outside professionals, buildings and land 
owned by the System outside of the investment portfolio, and cash managed by the System outside of the investment po1tfolio. 

The investment po1tfolio is by far the largest of these assets in dollar value, so much so that its value is often used, in contexts other 
than the actuarial valuation, as a proxy for total assets. However, for purposes of evaluating fairly the relationship of plan assets 
to plan liabilities, the value of all assets is included. 

The value of plan assets for actuarial valuation purposes must be established and disclosed on a market value basis. Thereafter, 
for purposes of establishing rational plan funding requirements, the market value may be, and in the System's case is, smoothed. 
Market value represents a "snap-shot" or "cash-out" value which provides a basis for measuring investment performance from one 
year to the next. Market value, however, can fluctuate widely, particularly in the sho1t tenn. As a result, market value is usually 
not suitable for long range planning. 

In an ongoing pension plan, the long range is the impo1tant perspective. Actuarial value, or "can-ying value" is market value that 
has been smoothed and is the actua1-y's best estimate of long-tenn asset value. It provides a more useful evaluation of the fund's 
ongoing ability to meet its obligations. The actuarial smoothing methodology employed in the valuation of the System's plans is 
explained later in this section. 

In this section we present the following infonnation on assets : 

♦ Disclosure of the market value of plan assets measured at June 30, 2003 and June 30, 2002; 

♦ Statement of the changes during the year in the market value of assets; 

♦ Development of the actuarial value of assets by applying the smoothing methodology; 

♦ Allocation of the actuarial value of assets among the System's plans; and 

♦ A statement of the retum on plan assets for the year, on both a market value basis and an actuarial value basis. 
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I STATEMEI'IT OF SYSTEM ASSETS AT MARKET VALUE I 

_ (I:\' MILLIO:\'S) _ 

Net Value of Investment Portfolio 

Buildings, land 

Cash extemal to po1t folio 

Net. Assets Available fot· Benefits 

Changes in Asset Value (market value based) in Valuation Year: 

The components of asset value change are: 

♦ Contributions received from members and employers; 

• Benefits paid out; 

♦ Investment Income/(Loss) (realized and unrealized) . 

The specific changes dw-ing 2003 are presented below: 

2003 

$ 6,917 

5 

14 

$ 6.936 

CHANGES 11'1 MARKET VALUES 

Plan Assets/Market Value - June 30, 2002 

Member Contributions Received 

Employer Contributions Received 

Benefits Paid Out 

Investment Income/(Loss) 

Plan Assets/Market Value - June 30, 2003 

Jtwe 30, 

2002 

$ 6,566 

3 

27 

$ 6.596 

$ 6,595,671,933 

128,911,129 

285,646,013 

(423,21 7,912) 

349,190,235 

$ 6,936,201 ,398 
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Development of the Actuarial Value of Assets: 

The Actuarial Value of Assets represents a "smoothed" value developed by the actua1y to reduce the volatility in the investment 
markets, particularly over sho1t time periods. Because the System's plans are regarded as viitually pe1p etual in nature, it is 
appropriate to manage their funding with strategies designed to place sho1t-term events within the longer perspective. For the 
System, the actuarial value of assets at a given valuation date equals the Expected Actuarial Value at that date plus 33% of the 
difference betv.•een the Expected Actuarial Value and the Market Value of Assets at that date. The Expected Actuarial Value is the 
previous year's actuarial asset value adjusted by contributions, payments and investment eamings of 8.0%. The following table 
illustrates the calculation of the Actuarial Value of Assets for the June 30, 2003 valuation. 

DEVELOPMENT OF ACTUARIAL VALUE OF ASSETS 
AS OF JUNE 30, 2003 

1. Actuarial Value of Assets at June 30, 2002 

2. Amount in (1) with interest to June 30, 2003 at 8.00% per year 

3. Employer & member contributions for the Plan Year ended 
June 30, 2003 

4. Interest on contributions asswning payments made uniformly throughout the 
year to June 30, 2003 at 8.00% per year 

5. Disbw-sements from the Trust dw-ing the period June 30, 2002 through 
June 30, 2003 

6. Interest on disbw-sements to June 30, 2003 at 
8.00% per year 

7. Expected Actuarial Value of Assets at June 30, 2003 
= (2) + (3) + (4) - (5) - (6) 

8. Actual Market Value of Assets at June 30, 2003 

9. Difference Betv.•een (8) and (7) 

10. Actuarial Value of Assets at 
June 30, 2003 = (7) + 33% of (9) 
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$7,612,509,160 

8,221 ,509,893 

414,557,143 

16,582,286 

423,217,912 

16,928,716 

8,212,502,694 

6,936,201 ,398 

(1,276,301,296) 

$7,787,205,499 
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Allocation of Market Value and Actuarial Value of Assets: 

In the investment portfolio, assets for all of the System's plans are collllllingled for investment purposes . Other assets are in effect 
collllllingled in that their value is allocated among all of the plans. The actuarial smoothing methodology is applied on the market 
value of total assets. This produces a smoothing factor which is then applied to the market value of assets attributable to each of 
the plans. The smoothing factor derived in this valuation is 1. 12269 ($7,787,205,499 + $6,936,201 ,398) . The allocationofactuarial 
value of assets to each of the System's plans is shown in the following cha1t. 

ALLOCATIO:\' OF MARKET VALUE A~"D ACTUARIAL VALUE OF ASSETS 
AS OF JUNE 30, 2003 

Market Value Actuarial Value 

Teachers $ 3,344,216,947 $ 3,754,519,672 

State (Regular and Special) 2,037,456,492 2,287,432,485 

Judges 33,189,773 37,261 ,834 

Legislators 5,717,377 6,418,843 

Consolidated Plan 1,382,342,4 10 1,551,942,311 

Non-Consolidated Pa1ticipating Local Districts 133,278,399 149.630.354 

Total Assets $ 6,936,201 ,398 $ 7,787,205,499 

Investment Performance: 

The Market Value of Assets (MVA) retwned 5.30% during 2003. This is lower than the plan's assumed return of 8% but not 
unexpected. This year's return was an improvement over the 2002 retwn of (7 .6)%. 

On an actuarial value of assets basis, the return at June 30, 2003 was 2 .41 %. This return is less than the retwn on a market value 
basis because of the ongoing recognition in the actuarial value of losses in prior years not then fully recognized because of 
smoothing. As of June 30, 2003, these accumulated losses amounted to $851 million. This is a decrease in the accumulated losses 
of $1,017 million as of June 30, 2002. 
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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 cmTently used by 
actuaries to realize this principle. 

The method used for this valuation is refeITed to as the "entiy age no1mal 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. This cost 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 actuarial liability is that po1t ion of the total benefit obligation that will not be paid by futme employernormal cost contributions 
and member contributions. If this liability is greater than the actuarial value of plan assets as of the same date, the difference is 
refeITed to as the unfunded actuarial liability. 

Upon entering the Consolidated Plan, each PLD established its individual actuarial liability. Each PLD with an Initial Unpooled 
Unfunded Actuarial Liability (IUUAL) will pay this liability on a scheduled basis in addition to making the Nonnal Cost 
Contribution required by the plan( s) in which it pa1ticipates . Each PLD with negative IUUALs (i.e., positive balance) will use this 
balance to pay part or all of its employer contribution. In each year's valuation for the Consolidated Plan, we calculate the Pooled 
Unfunded Actuarial Liability (PUAL) of the Regular and of the Special Plans under the Plan, and adjust the employer contribution 
rates accordingly. Benefit improvements, actuarial gains and losses, and changes in actuarial 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 portions 
of these that are unfunded. In Table III-1 we have summarized the actuarial liabilities as of June 30, 2003. 

Accounting Statement Information 

Statement No. 35 of the Financial Accounting Standards Board requires that every pension plan disclose certain infonnation 
regarding the status of the plan. 

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

The Governmental Accounting Standards Board (GASB) released a new pronouncement (Statement No. 25) which replaced the 
disclosmes fonnerly required by Statement No. 5. The figures shown in Table III-1 are suitab le for the new Statement No. 25 
disclosmes. 

Both types of present values of benefits are dete1mined assuming that the plan is ongoing and members continue to tenninate 
employment, retire, etc., in accordance with the actuarial 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 disclosmes 
made by individual PLDs should reflect the assets and liabilities of the Regular and/or Special Plan(s) under the Consolidated Plan 
in which a PLD pa1ticipates and not those of the PLD itself. 
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TABLE 111-1 

ACTUARIAL LIABILITIES 

REGULAR PLANS SPECIAL PLANS 

1. Present Value of Benefits $ 1,013,027,097 $ 688,022,271 

2. Present Value ofFuttu·e Contributicns 
a. Employer Nomial Cost 103,060,535 59,474,440 
b. Employee Contributions 88.751.695 42.033.897 

3. Acttiarial Accrued Liability (1) • (2) $ 821,214,867 $ 586,513,934 

4. Acttiarial Value of Assets 
a. Total Invested Assets 
b. IUUAL Surpluses in Individual Pill $ 969,000,797 $ 643,273,283 
Accounts 38.683.296 21.648.473 
c. Vahiation Assets (a)-(b) $ 930,317,501 $ 621,624,810 

5. Unfunded Actt1arial Accrued Liability 
a. Total Unfimded Liability (3) • ( 4c) $ (109, 102,634) $ (35,110,876) 
b. Individual PLD Unpooled Liability (IUUAL) 13.887 535 7 746 765 
c. Pooled Unfimded Actuarial Liability (a) · (b) $ (122,990,169) $ (42,857,641) 

6. Amortization over 15 Years $ (14,368,885) $ (5,007,039) 

7. Payroll $ 200,827,248 $ 75,557,300 

8. Pooled Unfimded Actuarial Liability 
Contribution Rate -7.2% -6.6% 

TABLE 111-2 

ACCRUED BENEFIT LIABILITY 

1. Present Value of Accrued Benefits 

a. Vested Inactive Members 
b. Retired Members, Beneficiaries Disabled 

Members and Survivors 
c. Active Members 
d. Total 

2. Market Value of Assets 

3. Unfunded Accrned Benefit Liability 
( I)· (2) 

4. Accrned Benefit Funding Ratio 
(2)/(1) 

REGULARPLANS SPECIALPLANS 

$ 

$ 

$ 

20,783,193 

365,562,627 
283,900,320 
670,246,140 

828.650,219 

0 

124% 

$ 

$ 

$ 

369,900 $ 

345,698,653 
167,224,626 
513,293,179 $ 

553.692,191 

0 $ 

108% 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

TOTAL 

1,701,049,368 

162,534,975 
130.785.592 

1,407,728,801 

1,612,274,080 
60.33 1.769 

1,551,942,311 

(144,213,510) 
21634300 

(165,847,810) 

(19,375,924) 

276,384,548 

-7.0% 

TOTAL 

21,153,093 

711 ,261,280 
451,124.946 

1,183,539,319 

l.382,342.4 l 0 

0 

117% 
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General Comments 

SECTION IV 

CONTRIBUTIONS 

Under established procedures, employer contribution rates based on this June 30, 2003 actuarial valuation are used to determine 
Fiscal Year 2005 contributions. In this context, the term "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 
pa1t icipant payroll. 

Employees are required to contribute to the plans. Employee contribution rates are detailed in Appendix C-1. 

Description of Rate Components 

The Entry Age No1mal 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 detennined which consists of two elements: the 
normal cost rate and the pooled unfunded actuarial liability rate. 

Nonna! Cost Rate 

For each of the Regular and Special Plans in the Consolidated Plan, an individual entty age normal cost rate is dete1mined 
for a typical new entrant. This rate equals the value, as of age at entty into the plan, of the typical member's projected future 
benefits (including retirement, disability and death benefits), minus the value of future member contributions, divided by 
the value, also as of the member's entry age, of the member's expected future salary. The normal cost rate is determined 
separately for each Regular and each Special Plan and is applicable to all active members of each of the plans. 

Pooled Unfunded Actuarial Liability Rate 

The unfunded actuarial liability under the Entty Age Normal method equals the present value, at time of valuation, of 
future benefits less the present value of future normal costs, future member contt-ibutions, future IUUAL payments and 
cwTent assets. Under the Consolidated Plan, a Pooled Unfunded Actua1-ial 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 normal cost plus employee 
contt·ibutions for each such plan. That is, those plans which constitute a larger po1tion of the overall liability will pay a 
larger po1t ion 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 came into the Plan with liabilities in excess ofassets will make payments on its IUUAL until it is fully paid off. Where 
IUUAL payments are due, each PLD makes payment of a specific dollar amount. Where a PLD had, at the time of entty 
into the Consolidated Plan, smplus assets, the PLD uses a portion of the surplus toward payment of its employer 
contt·ibutions to the Consolidated Plan. Credit transactions, also of specific dollar amounts, are accomplished by MSRS 
accounting entt-ies. 
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Employer Contribution Rate Summa1-y 

SECTION IV 

CONTRIBUTIONS 

In Table IV-1 we present employer contribution rates applicable for determining the Fiscal Year 2005 contributions to the Plan, 
using the cost methods described above. These were developed using actuarial assumptions and methods described in 
Appendix D. 

New Entrant/Re-Entrant Rate 

While the above description of the employer rate components and calculation applies to all PLDs' rates, there is an additional rate
calculation step for PLDs that join the Consolidated Plan after the three-year "window period" that was in place at the outset of 
the Plan and for PLDs that rejoin the Plan, having previously withdrawn from it. 

An entity that becomes aPLD, having not before been one, and joins the Consolidated Plan ( as all such new PLDs must) is required 
to pay a new entrant rate to the Plan, as is a PLD that existed when the Plan was established but that did not then join the Plan ( a 
so-called "withdrawn" PLD), and thereafter does so. The new entrant rate is calculated as the higher of the difference between 
the Nonnal Cost and the Total Rate, and the Total Rate. The Normal Cost and the Total Rate are those in effect at the time the PLD 
enters the Plan, for the plan or plans that the PLD adopts. The new entrant rate must be paid for a period of three years, after which 
the PLD hencefo1th pays the then-applicable Total Rate. 

A PLD that joined the Consolidated Plan, subsequently becomes a "withdrawn" PLD, and later rejoins the Plan may be required 
to pay a "new" entrant rate (more properly called a re-entrant rate in these circumstances). The rate is calculated as stated above 
and is in effect for the rejoining PLD for the difference betv.•een the number of years that the PLD previously participated in the 
Consolidated Plan prior to withdrawal and three years. At the end of the established period, the PLD henceforth pays the then
applicable Total Rate. 

The new entrant/re-entrant rate takes into account the fact that in the first three years of the Consolidated Plan's existence, then
existing PLDs who joined the Plan paid a Nonnal Cost rate that could only be an estimated rate until the population of plan 
pa1ticipants at the end of the three-year period was established. The population having been established, the Nonnal Cost rate could 
be actuarially calculated. The actuarial Nonna.I Cost rate proved to be lower than the estimated rate, which meant that those PLDs 
had made higher employer contributions than were necessary during the three-year period, thereby increasing the Plan's assets. 
Later-joining PLDs benefit in terms of the employer contribution rate from the higher Plan assets that resulted from the earlier
joining PLDs' larger-than-necessary contributions. The new entrant/re-entrant rate is intended to create equivalence, if not perfect 
equality, among all PLDs as to the degree to which they pa1ticipate in building Plan assets. 

The new entrant/re-entrant rate is in addition to any IUUAL payment required from the PLD. 
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TABLE IV-1 
EMPLOYER CONTRIBUTION RATES* 

FISCAL YEAR 2004 

POOLED UNFUNDED 
ACTUARIAL LIABILITY 

Plans with COLA 

Regular Employees Plan AC 
Regular Employees Plan BC 
Special Plan 1 C 
Special Plan 2C 
Special Plan 3C 
Special Plan 4C 

Plans with No COLA 

Regular Employees Plan AN 
Special Plan IN 
Special Plan 2N 
Special Plan 3N 
Special Plan 4N 

NORMAL REGULAR 
COST** PLANS 

7.9% -5.1% 
5.3% -3.6% 

16.8% 
9.6% 

12.6% 
7.9% 

4.1% -2.6% 
9.2% 
4.9% 
6.5% 
3.6% 

* IUUAL payments are made in addition to these costs and IUUAL credits are taken against these costs. 
* * Includes costs of ancillary benefits. 

SPECIAL 
PLANS 

-10.3% 
-5.6% 
-7.3% 
-4.4% 

-5.6% 
-2.7% 
-3.6% 
-1.7% 

TOTAL 
RATES 

2.8% 
1.7% 
6.5% 
4.0% 
5.3% 
3.5% 

1.5% 
3.6% 
2.2% 
2.9% 
1.9% 
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APPENDIXA 
PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 

Regular Special Special Entry 
PI,P Naive 1!LD..tt l!1i!.u. l!1i!.u. l!1i!.u. WI.A 12.a.tt 

Androscoggin County 67 A l 1 2 Yes 7/ 1/1994 
Androscoggin Valley Council of Governments 231 A Yes 7/ 1/1996 
Aroostook County 106 A Yes 7/ 1/1994 
Aubwn Housing Authority 145 A Yes 7/ 1/1994 
Aubwn Lewiston Airpo1t 256 A Yes 7/ 1/1996 
Aubwn Public Libra1y 43 A No 7/ 1/1996 
Aubwn Water and Sewer District 52 A Yes 7/ 1/1994 
Augusta Sanita1y District 64 A Yes 7/ 1/1994 
Augusta Water District 34 A Yes 7/ 1/1994 
Bangor Housing Authority 288 A Yes 7/ 1/1994 
Bangor Public Libra1y 22 A Yes 7/ 1/1996 
Bangor Water District 59 B 2 Yes 7/ 1/1996 
Bath Water District 19 A Yes 7/ 1/1994 
Belfast Water District 132 A Yes 7/ 1/1995 
Berv.•ick Sewer District 207 A Yes 7/ 1/1994 
Boothbay Region Water District 298 A 2 Yes 1/1/2002 
Brewer Housing Authority 248 A Yes 7/ 1/1994 
Bridgton Water District 253 A No 7/ 1/1996 
Brunswick Fire and Police 292 A 1 2 FO 7/ 1/1997 
Brunswick Public Libra1y 273 A FO 7/ 1/1995 
Brunswick Sewer District 72 A Yes 7/ 1/1996 
Caribou Police and Fire 208 A 1 2 No 7/ 1/1996 
Can-abasett Valley 277 A FO 7/ 1/1994 
Cheverus High School 203 A 2 No 7/ 1/1996 
City of Augusta 23 A 1 2 Yes 7/1/1994 
City of Bangor 20 A 1 2 Yes 7/1/1996 
City of Bath 73 A 2 3 Yes 7/1/1996 
City of Belfast 35 A 2 Yes 7/ 1/1996 
City of Biddeford 158 A 3 3 No 7/ 1/1996 
City of Brewer 63 A 4 2 Yes 7/ 1/1996 
City of Calais 36 A FO 7/ 1/1996 
City of Ellsworth 13 A 4 Yes 7/ 1/1995 
City of Gardiner 24 A 3 No 7/1/1996 
City of Hallowell 160 A Yes 7/ 1/1996 
City of Lewiston 48 A 1 2 Yes 7/ 1/1996 
City of Old Town 111 A 2 No 7/ 1/1995 
City of Portland 2 A 1 2 Yes 7/ 1/1995 
City of Rockland 18 A 3 2 5 Yes 7/ 1/1995 
City of Saco 192 A 2 No 7/ 1/1995 
City of South Po1tland 9 A 2 Yes 7/ 1/1995 
Coastal Counties Workforce, Inc. 301 A 6 Yes 7/ 1/2003 
Community School District #12 252 A Yes 7/ 1/1996 
Community School District #915 233 A Yes 7/1/1995 
Corinna Sewer District 251 A No 7/ 1/1996 
Cumberland County 5 A Yes 7/ 1/1996 
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PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 
( continued) 

Regula1· Special Special Enti-y 
fLP Name .fLDJt 1!llUL 1!llUL 1!llUL WI.A ~ 

Dover - Foxcroft Water District 137 A Yes 7/ 1/1994 
Eagle Lake Water & Sewer District 274 A Yes 7/ 1/1996 
Erskine Academy 249 A No 7/ 1/1994 
Falmouth Memorial Libra1y 58 A Yes 7/ 1/1996 
Farmington Village Corp. 118 A No 7/ 1/1994 
F01t Fairfield Housing Authority 275 A Yes 7/ 1/2002 
F01t Fairfield Utilities District 131 A Yes 7/ 1/1996 
Gardiner Water District 221 A No 7/ 1/1994 
Gould Academy 205 A No 7/ 1/1996 
Hampden Water District 183 A Yes 7/ 1/1996 
Hancock County 56 A Yes 7/ 1/1994 
Houlton Water District 26 A Yes 7/ 1/1995 
Indian Township Tribal Gov't 244 A No 7/ 1/1996 
Jackman Utility District 294 A Yes 7/ 1/1996 
Kennebec County 47 A Yes 7/ 1/1995 
Kennebec Sanitary Treatment District 220 A FO 7/ 1/1995 
Kennebec Water District 31 A Yes 7/ 1/1996 
Kennebunk Light and Power Co. 62 A Yes 7/ 1/1994 
Kennebunk Sewer District 201 A FO 7/ 1/1994 
Kennebunk, Kennebunkport & Wells Water District 255 A FO 7/ 1/1996 
Kitte1y Water District 12 A Yes 7/ 1/1994 
Lew Aub Water Pollution Control Authority 163 A FO 7/ 1/1996 
Lewiston - Auburn 9-1-1 291 A Yes 7/ 1/1994 
Lewiston Housing Authority 154 A Yes 7/ 1/1994 
Lincoln Academy 134 A Yes 7/ 1/1994 
Lincoln County Sheriffs 302 A 2 6 Yes 7/ 1/2003 
Lincoln Sanitary District 219 A Yes 7/ 1/1994 
Lincoln Water District 92 A Yes 7/ 1/1995 
Lisbon Water Depait ment 243 A No 7/ 1/1996 
Live1more Falls Water District 32 A Yes 7/ 1/1994 
Lubec Water and Electric District 88 A Yes 7/ 1/1996 
Madawaska. Water District 236 A Yes 7/ 1/1994 
MADSEC 297 A Yes 7/1/1999 
Maine County Commissioners Assoc. 225 A No 7/ 1/1996 
Maine International Trade Center 293 A Yes 7/ 1/1998 
Maine Maritime Academy 38 A 2 Yes 7/ 1/1996 
Maine Municipal Bond Bank 93 A Yes 7/ 1/1995 
Maine Principals' Association 105 A Yes 7/ 1/1994 
Maine School Management Association 239 A Yes 7/ 1/1994 
Maine State Retirement System 290 A Yes 7/ 1/1994 
Maine Twnpike Authority 49 A Yes 7/ 1/1994 
Maine Veterans Home 271 A Yes 7/ 1/1994 
Mars Hill Utility District 283 A Yes 7/ 1/1994 
Mechanic Falls Sanitary District 282 A FO 7/ 1/1994 
Milo Water District 238 A No 7/ 1/1996 
Mount Dese1t Water District 300 A 6 Yes 7/ 1/2003 
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PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 
( continued) 

Regular Special Special Entry 
PI,P Naive 1!LD..tt l!1i!.u. l!1i!.u. l!1i!.u. WI.A 12.a.tt 

Mt Desert Island Reg. School District 120 A Yes 7/ 1/1996 
Norway Water District 136 A FO 7/ 1/1995 
Old Town Housing Authority 262 A FO 7/ 1/1994 
Old Town Water District 79 A No 7/1/1994 
Oxford County 57 A 2 3 Yes 7/ 1/1994 
Paris Utility District 159 A Yes 7/ 1/1995 
Penobscot County 11 A Yes 7/ 1/1994 
Penquis Cap Inc 237 A No 7/ 1/1995 
Piscataquis County 121 A Yes 7/ 1/1994 
Pleasant Point Passamaquoddy 165 A Yes 7/ 1/1996 
Portland Housing Authority 185 A Yes 7/ 1/1994 
Portland Public Library 41 A Yes 7/ 1/1995 
Richmond Utilities District 242 A No 7/ 1/1994 
Rumford Fire and Police 60 A 3 4 Yes 7/ 1/1995 
Rumford Mexico Sewerage District 247 A Yes 7/ 1/1996 
Rumford Water District 65 A Yes 7/ 1/1995 
Sagadahoc County 96 A 2 3 7 Yes 7/ 1/2002 
Sanford Housing Authority 152 A Yes 7/ 1/1996 
Sanford Sewerage District 89 A No 7/ 1/1994 
Sanford Water District 170 A No 7/ 1/1996 
School Administrative District No. 13 223 A Yes 7/ 1/1996 
School Administrative District No. 16 190 A No 7/ 1/1994 
School Administrative District No. 2 1 211 A FO 7/ 1/1996 
School Administrative District No. 29 168 A Yes 7/ 1/1996 
School Administrative District No. 31 50 A FO 7/ 1/1994 
School Administrative District No. 41 143 A Yes 7/ 1/1996 
School Administrative District No. 49 189 A No 7/ 1/1995 
School Administrative District No. 51 198 A No 7/ 1/1996 
School Administrative District No. 53 129 A No 7/ 1/1996 
School Administrative District No. 54 115 A Yes 7/ 1/1996 
School Administrative District No. 60 187 A No 7/ 1/1994 
School Administrative District No. 67 126 A Yes 7/ 1/1996 
School Administrative District No. 71 128 A No 7/ 1/1996 
School Administrative District No. 9 119 A Yes 7/ 1/1995 
Searsport Water District 124 A No 7/ 1/1996 
So Penobscot Voe School Reg. #4 269 A No 7/ 1/1996 
So Portland Housing Authority 206 A Yes 7/ 1/1996 
Somerset County 101 A Yes 7/ 1/1994 
South Berwick Sewer District 299 A 6 Yes 7/ 1/2003 
South Berwick Water 17 1 A 2 Yes 7/ 1/1996 
Town of Baileyville 69 A 3 Yes 7/1/1996 
Town of Bar Harbor 15 A 4 Yes 7/ 1/1995 
Town ofBerv.•ick 108 A No 7/ 1/1996 
Town ofBetlrel 246 A Yes 7/1/1996 
Town ofBootlrbay Harbor 146 A FO 7/ 1/1996 
Town of Brunswick 42 A FO 7/ 1/1995 
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PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 
( continued) 

Regula1· Special Special Enti-y 
fLP Name .fLDJt 1!llUL 1!llUL 1!llUL WI.A ~ 

Town of Bucksport 130 A 4 s No 7/ 1/1995 
Town of Camden 8 A Yes 7/ 1/1994 
Town of Chesterville 295 A 9 Yes 7/ 1/1999 
Town of China 235 A No 7/ 1/1996 
Town of Corinna 217 A Yes 7/ 1/1996 
Town of Cumberland 216 B 10 Yes 7/ 1/1995 
Town of Dexter 97 A Yes 7/ 1/1996 
Town of Dover Foxcroft 167 A No 7/ 1/1995 
Town of Durham 234 A No 7/ 1/1996 
Town of East Millinocket 54 A 2 Yes 7/ 1/1996 
Town of Easton 240 A Yes 7/ 1/1994 
Town of Eliot 180 A 4 Yes 7/ 1/1994 
Town of Fairfield 260 A 3 Yes 7/ 1/1995 
Town of Falmouth 87 A Yes 7/ 1/1996 
Town ofFannington 100 A 1 2 Yes 7/ 1/1995 
Town of Fayette 296 A Yes 7/ 1/1999 
Town of Fort Fairfield 17 A Yes 7/ 1/2000 
Town of Freeport 142 A 2 6 Yes 7/ 1/2003 
Town of Frenchville 98 A No 7/ 1/1996 
Town of Fryebmg 149 A No 7/ 1/1996 
Town of Glenbwn 174 A Yes 7/ 1/1994 
Town of Gorham 133 A 2 4 Yes 7/ 1/1996 
Town of Greenville 112 A Yes 7/ 1/1996 
Town of Hampden 151 A No 7/ 1/1996 
Town of Ha1pswell 270 A Yes 7/ 1/1994 
Town of Han"ison 280 B 11 Yes 7/ 1/1994 
Town of Hermon 150 A No 7/ 1/1996 
Town of Hodgdon 215 A No 7/ 1/1996 
Town of Houlton 10 A 4 12 Yes 7/ 1/1996 
Town of Jay 45 A Yes 7/ 1/1994 
Town of Kennebunk 84 A 2 Yes 7/ 1/1996 
Town of Kennebunkport 188 A 1 No 7/ 1/1996 
Town of Kitte1y 14 A 1 2 Yes 7/ 1/1995 
Town of Lebanon 181 A Yes 7/ 1/1996 
Town of Lincoln 76 A 3 No 7/ 1/1996 
Town of Linneus 214 A No 7/ 1/1996 
Town of Lisbon 103 A 2 Yes 7/ 1/1996 
Town of Livermore Falls 109 A No 7/ 1/1996 
Town of Lovell 276 A Yes 7/ 1/1996 
Town of Lubec 228 A No 7/ 1/1996 
Town of Madawaska 82 A Yes 7/ 1/1996 
Town of Mapleton 265 A Yes 7/ 1/1996 
Town of Mars Hill 227 A Yes 7/ 1/1996 
Town of Mechanic Falls 114 A Yes 7/ 1/1994 
Town of Medway 194 A Yes 7/ 1/1996 
Town of Mexico 74 A Yes 7/ 1/1996 
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PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 
( continued) 

Regular Special Special Entry 
PI,P Naive 1!LD..tt l!1i!.u. l!1i!.u. l!1i!.u. WI.A 12.a.tt 

Town of Milford 186 A No 7/ 1/1996 
Town of Millinocket 3 A 3 4 Yes 7/1/1996 
Town of Monson 184 A No 7/ 1/1996 
Town of Mount Desert 16 A Yes 7/ 1/1996 
Town of New Gloucester 210 A No 7/ 1/1995 
Town ofN01ih Be1wick 254 A 1 No 7/ 1/1996 
Town ofN01way 125 A FO 7/ 1/1996 
Town of Old Orchard Beach 140 A 2 Yes 7/ 1/2003 
Town of Orland 166 A No 7/ 1/1996 
Town of Orono 61 A 4 FO 7/1/1996 
Town of Onington 209 A No 7/ 1/1995 
Town of Otisfield 193 A FO 7/ 1/1996 
Town of Oxford 200 A No 7/ 1/1996 
Town of Paris 127 A No 7/1/1996 
Town of Phippsburg 202 A Yes 7/ 1/1996 
Town of Pittsfield ll0 A No 7/ 1/1996 
Town of Princeton 258 A No 7/ 1/1996 
Town of Rockpo1i 161 A No 7/ 1/1996 
Town of Rumford 90 A Yes 7/ 1/1995 
Town of Sabattus 175 A No 7/ 1/1996 
Town of Sanford 83 A 1 FO 7/1/1995 
Town of Scarborough 147 A 2 Yes 7/1/1996 
Town of Searspo1i ll7 A No 7/ 1/1996 
Town of Skowhegan 80 A 3 Yes 7/ 1/1996 
Town of South Be1wick 141 A FO 7/ 1/1996 
Town of St. Agatha 30 A No 7/ 1/1996 
Town of Topsham 81 A 2 3 Yes 7/1/1996 
Town of Van Buren 182 A Yes 7/ 1/1995 
Town of Vassalboro 153 A Yes 7/ 1/1996 
Town of Waldoboro 195 A 3 Yes 7/1/1995 
Town ofWashbum 230 A No 7/1/1994 
Town of Wells 107 A 3 Yes 7/ 1/1995 
Town of Winslow 144 A No 7/ 1/1996 
Town of Winthrop 179 A FO 7/ 1/1994 
Town ofYannouth ll6 A 2 Yes 7/ 1/1996 
Town of York 28 A 2 Yes 7/1/1994 
Tri Community Sanita1y Landfill 267 A Yes 7/ 1/1996 
Van Buren Housing Authority 229 A Yes 7/ 1/1995 
Waldo County 46 A Yes 7/ 1/1994 
Waldo County Technical Center 224 A No 7/ 1/1996 
Washington County 40 A Yes 7/ 1/1996 
Waterville Fire and Police 66 A 3 No 7/ 1/1996 
Waterville Sewerage District 222 A Yes 7/ 1/1994 
Wells Ogunquit CSD 266 A FO 7/ 1/1995 
Westbrook Housing Authority 259 A Yes 7/ 1/1996 
Winter Harbor Utility District 250 A Yes 7/ 1/1995 
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PARTICIPATING LOCAL DISTRICT PLAN ELECTIONS 
( continued) 

Regula1· Special Special Enti-y 
PLD Name .!!!J!J! !!!!!.!!. !!!!!.!!. !!!!!.!!. .QQLA ~ 

Yannouth Water District 278 A Yes 7/ 1/1994 
York County 37 A 2 Yes 7/ 1/1996 
York Sewer District 139 A No 7/ 1/1994 
York Water District 39 A Yes 7/ 1/1996 

Notes: 

FO = Future Service COLA only, that is, for benefits attributable to service rendered after the Future Service COLA date . 

1 Employees hired prior to July 1, 1997 and who are members of the System are covered under Special Plan # I . Conections 
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. 

2 Applicable to all new hires on or after July 1, 1996. All members in the PLD at July I, 1996 elected to remain in the 1/50 Plan 
under Regular Plan A. 

3 Applicable for future service only rendered by law enforcement from July 1, 2003 . 

4 Brewer Water District (P0068) ceased to exist as a separate entity on Janua1y 15, 2003 and became part of the City of Brewer 
(P0063). All Brewer Water District Regular Plan AN members became members of the Regular Plan AC for future service only. 

5 Applicable to all new police hires on or after July I, 1998. 

6 Applicable for future service only from July I, 2003. 

7 Applicable for future service only rendered by law enforcement from July 1, 2002 . 

8 Applicable for future service rendered by the Town's Firefighters and Police Officers from July 1, 2001. 

9 Applicable for future service only from July I, 2000. 

10 Applicable to all new hires on or after July 1, 1995. All members in the PLD at July I, 1995 elected to remain in the 1/50 Plan 
under Regular Plan A. 

11 Applicable to all new hires on or after July 1, 1994. All members in the PLD at July I, 1994 elected to remain in the 1/50 Plan 
under Regular Plan A. 

12 Applicable for future service rendered by the Town's Firefighters and Police Officers from July 1, 2001. 
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APPENDIXB 
MEMBER AND BENEFITS RECIPIENTS 

DATAAND PROFILES 

ACTIVE MEMBER DATA 

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 

as of June 30, 2003 

6,913 

46.3 

8.9 
$29,051 

1,807 

39.7 

10.3 
$41,814 

8,720 

44.9 

9.2 
$31,695 

Maine State Retirement System 149 



ACTUARIAL VALUATION JUNE 30,2003 - CONSOLIDATED PLAN v, 

BENEFIT RECIPIENT AND INACTIVE VESTED MEMBER DATA 
as of June 30, 2003 

REGULAR PLANS 

Retired Members, Beneficiaries. Disabled Members and Swv ivors 

Count 
Total Annual Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual DefeITed Benefit (Payable at Normal Retirement Age) 
Average Annual DefeITed Benefit (Payable at Nonnal Retirement Age) 

SPECIAL PLANS 

Retired Members, Beneficiaries. Disabled Members and Swv ivors 

Count 
Total Annual Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual DefeITed Benefit (Payable at No1mal Retirement Age) 
Average Annual DefeITed Benefit (Payable at Nonnal Retirement Age) 

Benefit Recipient and Inactive Vested Member Data 

ALL PLANS 

Retired Members, Beneficiaries. Disabled Members and Swv ivors 

Count 
Total Annual Benefit 
Average Annual Benefit 

Inactive Vested 

Count 
Total Annual DefeITed Benefit (Payable at Normal Retirement Age) 
Average Annual DefeITed Benefit (Payable at Nonnal Retirement Age) 
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$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

4,739 
37,557,169 

7,925 

668 
3,620,215 

5,419 

1,744 
28,508,327 

16,347 

18 
94,985 

5,277 

6,483 
66,065,496 

10,191 

686 
3,715,200 

5,416 
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1. Member Contributions 

APPENDIXC 
SUMMARY OF PLAN PROVISIONS 

Members are required to contribute a percent of eamable compensation which varies by plan as follows: 

Regular AC & AN 
Regular BC 
Special lC & lN 
Special 2C & 2N 
Special 3C & 3N 
Special 4C & 4N 

2. Average Final Compensation 

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 

For purposes of detennining benefits payable under the plan, average final compensation is the average annual rate of eamable 
compensation for the three years of creditable service (not necessarily consecutive) which produce the highest such average. 

3. Creditable Service 

Creditable service includes service while a member, ce1tain service prior to the establishment of the plan, purchased service credit 
of which there are several types, and service while receiving disability benefits under the plan. 

4. Se1·vice Retirement Benefits 

Regular Plan AC 

Normal Retirement Age: 60 

Eligibility for member in active service and inactive members: 25 years of creditable service. 

Eligibility alternative for members in active service: at least one year of creditable service immediately before retirement and 
at least no1mal retirement age. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: at least 10 years 
of creditable service and at least normal retirement age. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: at least 5 years of 
creditable service and at least nonnal retirement age. 

Benefit: 1/50 of average final compensation multiplied by years of membership service under Consolidated Plan A reduced by 
approximately 2 ¼% for each year that a member is younger than age 60 at retirement. 

Fonn of payment:life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-living Adjustment: See item 10. 

Regular Plan AN 

This benefit plan is the same as Regular Benefit Plan AC, except that there is no provision for cost of living adjustments. 
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Regular Plan BC 

Nonna! Retirement Age: 60 

APPENDIXC 
SUMMARY OF PLAN PROVISIONS 

Eligibility for member in active service and inactive members: 25 years of creditable service. 

Eligibility alternative for members in active service: at least one year of creditable service immediately before retirement and 
at least normal retirement age. 

Eligibility for members not in active service at retirement, and not in active service on or after October 1, 1999: at least 10 years 
of creditable service and at least nonnal retirement age. 

Eligibility for members not in active service at retirement, but in active service on or after October 1, 1999: at least 5 years of 
creditable service and at least n01mal retirement age. 

Benefit: 1/100 of average final compensation multiplied by years of membership service under Consolidated Plan B reduced 
by approximately 2¼% for each year that a member is younger than age 60 at retirement. 

Fo1m of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-living Adjustment: See item 10. 

Regular Plan Notes: 

1. Under certain circumstances, Regular Plan service can count, on a pro rata basis, toward meeting Special Plan benefit 
eligibility requirements. 

2. The actual benefit for service earned prior to coverage under the Consolidated Plan may be based on a variable percentage 
of average final compensation multiplied by years of service under any previous plan(s) (the percentage depends on the 
previous plan(s)). 

Special Plan 1 C 

Eligibility: 20 years of creditable service in named positions. 

Benefit: ½ of average final compensation plus 2% for each year of service in excess of 20. 

Fo1m of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-Living Adjustment: See item 10. 

Special Plan lN 

This benefit plan is identical to Special Benefit Plan 1 C, except that there is no provision for cost-of-living adjustments. 

Special Plan 2C 

Eligibility: 25 years of creditable service in named positions. 

Benefit: ½ average final compensation plus 2% for each year of service in excess of 25. 

Fo1m of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-Living Adjustment: See item 10. 
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Special Plan 2N 

APPENDIXC 
SUMMARY OF PLAN PROVISIONS 

This benefit plan is identical to Special Benefit Plan 2C, except that there is no provision for cost-of-living adjustments. 

Special Plan 3C 

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 . 

Fonn of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-Living Adjustment: See item 10. 

Special Plan 3N 

This benefit is identical to Regular Benefit Plan 3C, except that there is no provision for cost-of-living adjustments. 

Special Plan 4C 

Eligibility: Age 55 with 25 years of creditable service in named positions. 

Benefit: 1/50 of average final compensation multiplied by years of membership service under Consolidated Plan 4 reduced by 
approximately 2¼% for each year that a member is younger than age 55 at retirement. 

Fonn of payment: life annuity ("full benefit"), unless an optional method of payment is selected. 

Cost-of-Living Adjustment: See item 10. 

Special Plan 4N 

This benefit plan is identical to Special Benefit Plan 4C, except that there is no provision for cost-of-living adjustments. 

Special Plan Notes: 

1. 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. 

2 . Service in all Special Plans counts, on a percentage basis, toward meeting the benefit eligibility requirements of any Special 
Plan. 

3 . The actual benefit for service eamed prior to coverage under the Consolidated Plan may be based on a variable percentage 
of average final compensation multiplied by years of service under any previous plan(s) (the percentage depends on the 
previous plan(s)). 

5. Pre-Retirement Accidental Death Benefits 

Eligibility: Death while active or disabled resulting from injury received in the line of duty. 

Benefit: • if the member leaves no dependent child(ren), 2/3 of the member's average final compensation to the surviving 
spouse until death, 

• if the member is survived by a spouse who has the care of dependent child(ren) of the member, the surviving spouse 
shall receive an annual sum equal to the member's average final compensation. When there is no longer any dependent 
child(ren),the swv iving spouse shall receive 2/3 of member's average final compensation until death, 
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APPENDIXC 
SUMMARY OF PLAN PROVISIONS 

- if the member is survived by a spouse who does not have the care of the member's dependent child(ren), the surviving spouse 
and dependent child(ren) shall share equally an annual sum equal to the member's average final compensation. When there is 
no longer any dependent child(ren), the surviving spouse shall receive 2/3 of member's average final compensation until death, 

- if the member leaves no spouse, the dependent child(ren) shall be paid an annual amount equal to the member's average final 
compensation. Benefits will cease when the last dependent child no longer meets the definition of "dependent child." 

6. Pre-Retirement Ordinary Death Benefits 

Eligibility: Death while active, inactive eligible to retire, or disabled. 

Benefit: designated beneficia1y, spouse, child(ren), or parents entitled to benefit calculated as if deceased member had retired 
under Option 2 (see item 12); however, beneficia1y may elect survivor benefits payable to a surviving spouse, dependent 
child(ren), parents, or other designated beneficiaries in monthly amounts va1ying by status ofbeneficia1y and number of eligible 
survivors. Othe1wise, accumulated contributions with interest are payable to designated beneficiary, spouse, child(ren), older 
parent or estate. 

7. Disability Benefits Other Than No Age Benefits 

Eligibility: Disabled as defined in the MSRS statutes, prior to n01mal retirement age; unable to perfo1m 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 the specified statuto1y limit, and to 
the extent that the benefit, in combination with worker's compensation and Social Security, exceeds 80% of average final 
compensation. 

Fo1m of payment: Payment begins on termination of service and ceases on cessation of disability or after 5 years, unless the 
member is unable to engage in any substantially gainful activity; in which case payments cease on the earlier of 10 years 
following normal retirement age or date the service retirement benefit equals or exceeds the disability benefit. 

Conversion to service retirement: During the period of disability, service is credited and average final compensation may be 
increased with cost ofliving adjustments (see item #10). On the date when service benefits reach a level of 66 2/3% of average 
final compensation or 10 years after the n01mal retirement date, if earlier, the disability benefit converts to a service retirement 
benefit based on service and average final compensation at that point. 

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 the provisions of No Age Disability. 

Benefit: 59% of average final compensation, reduced by employment earnings over the specified statuto1y limit, and to the extent 
that the benefit, in combination with workers' compensation and Social Security, exceeds 80% of average final compensation. 

Fo1m of payment: Payment begins on te1mination of service and ceases on cessation of disability or after five years, unless the 
member is unable to engage in any substantially gainful activity; in which case payments cease on the date the service retirement 
benefit equals or exceeds the disability benefit. 

Conversion to service retirement: During the period of disability, service is credited and average final compensation may be 
increased with cost-of-living adjustments (see item #10). On the date when service benefits reach a level of 59% of average 
final compensation the disability benefit conve11s to a service retirement benefit based on service and average final 
compensation at that point. 
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9. Refund of Contributions 

APPENDIXC 
SUMMARY OF PLAN PROVISIONS 

Eligibility: termination of service other than by retirement or death. 

Benefit: member's accumulated contributions with interest. 

10. Cost-of-Living Adjustments 

All service and disability retirement (and survivor) benefits payable to ( or in relation to) benefit recipients who were employed 
by aPLD that elected a plan which provides for a COLA are adjusted each year thatthere 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: Unadjusted benefit paid for the life of the member only. 

Option 1: Cash refund 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 of the monthly benefit deemed to be provided by employee 
contributions.) . 

Option 2: 100% joint and smvivor annuity. 

Option 3: 50% joint and survivor annuity. 

Option 4: Joint and swv ivor annuity at any percentage other than those available under Option 2 and Option 3. 

Option 5: Designated percentage of the benefit (not less than 51 % ) payable to the member, with the remaining percentage (the 
two to equal 100%) payable to a beneficiary (may only be a sole beneficiary) while both are alive. At the death of either, the 
higher of the tv.•o percentages is paid to the swv ivor for the smv ivor's life, and the lower-percentage benefit ceases to be paid. 

Option 6: 100% joint and swv ivor annuity with pop-up* . 

Option 7: 50% joint and swv ivor annuity with pop-up*. 

Option 8: Option 4 with pop-up*. 

* The "pop-up" featme attached to a given Option means that in the case of a beneficiary predeceasing the member, the member's 
benefit will be revised prospectively to the amount that the benefit would have been had the member selected Full Benefit payment 
upon retirement. 
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APPENDIXD 
ACTUARIAL ASSUMPTIONS AND METHODS 

A. Actuarial Assumptions 

I. Annual Rate of Investment Return 8.0% 

2. Cost of Living Increases in Benefits 4.0% (Where Applicable) 

3. Rates ofTennination at elected Ages* 

Age Regular Special 

25 19.5 % 7.5% 
30 12.5 7.5 
35 10.0 4.2 
40 7.5 3.2 
45 5.3 2.2 
50 3.6 2.0 
55 2.3 2.0 

* Members with five or more years of service are assumed to elect deferred vested benefits; other terminations are assumed to 
elect refunds. 

4. Rates of Active Healthy Life Mortality at Selected Ages (nwnber of deaths per 10,000 members)** 

Age Male ~ 
25 7 3 
30 9 4 
35 9 5 
40 12 8 
45 17 IO 
50 28 15 
55 48 25 

** For Regulars, 5% of deaths are assumed to arise out of and in the course of employment; for Specials, 20% of deaths are 
assumed to a,,ise out of and in the course of employment. 

5. Rates of Inactive Healthy Life Mortality at Selected Ages (number of deaths per 10,000 members) 

Age ~ ~ 

25 6 3 
30 8 5 
35 11 7 
40 16 9 
45 29 14 
50 53 22 
55 85 33 
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• ACTUARIAL VALUATION JUNE 30,2003 • CONSOLIDATED PLAN 

ACTUARIAL ASSUMPTIONS AND METHODS 
( continued) 

6. Rates of Mortality for Future Anticipated Disableds at Selected Ages (number of deaths per 10,000 members) 

Age Male Female 

25 92 72 
30 112 89 
35 134 109 
40 160 126 
45 193 144 
50 236 165 
55 295 191 
60 362 226 
65 446 272 
70 576 331 

7. Rates of Disabled Life Mortality at Selected Ages (number of deaths per 10,000 members) 

Age Male Female 

25 391 528 
30 315 467 
35 321 326 
40 332 215 
45 349 191 
50 376 207 
55 420 240 
60 488 288 
65 595 366 
70 763 487 

8. Rates of Retirement at Selected Ages (number retiring per 1,000 members) 

Age AssumQtion 

Regular Plans 45 50 
50 50 
55 100 
56 100 
57 100 
58 150 
59 250 
60 400 
63 250 
70 1,000 
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Special Plans 

ACTUARIAL ASSUMPTIONS AND METHODS 
( continued) 

50% of those eligible to retire in each year. 

9. Rates of Disability at Selected Ages (members becoming disabled per 10,000 members) ** 

Age Regular Plan Special Plan 

25 6 13 
30 6 13 
35 7 14 
40 11 18 
45 22 29 
50 42 49 
55 72 79 

** 10% assumed to receive Workers' Comp ensation benefi ts offsetting disability benefit. 

10. Family 
Composition 
Assumptions 

11. Salai·y Growth 
Assumption 

80% of active members are mal1'ied and have two children bom when the 
member is 24 and 28; children are dependent until age 18; spouses are same 
age; member has no dependent parents; unmai1·ied members have 
beneficiaries entitled to benefits worth 80% as much as those of mai1·ied 
members ' beneficiaries. 

Rates of Increase at Selected Ages 

Age 
25 
30 
35 
40 
45 
50 
55 
60 

Increase 
9.0% 
7.5% 
5.5% 
5.5% 
5.0% 
4.5% 
4.5% 
4.5% 
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B. Actuarial Methods 

1. Funding Method 

ACTUARIAL ASSUMPTIONS AND METHODS 
( continued) 

The Enny 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 IUUAL payment as well, unless the PLD came into the Plan with surplus 
assets. 

For each Regular and Special Plan, anonnal cost rate is determined for the average new entrant. This rate is detennined by taking 
the value, as of age at entiy into the plan, of the member's projected future benefits, reducing it by the value of future member 
contributions, and dividing it by the value, also as of the member's entiy age, of the member's expected future sala1y. 

In addition to normal cost contributions calculated per plan, the employers in each plan are required to make contributions to 
fund that plan's PUAL, if any. The actuarial liability is defined as the present value of future benefits less the present value of 
future nonnal costs, less futw-e member contributions, and less expected IUUAL payments. The PUAL 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 entiy into the Consolidated Plan for each PLD. 
For PLDs with liabilities greater than assets, IUUALs are amortized by annual payments over a fixed number of years. 
Additional unpooled unfunded liability amounts that arise for a given PLD after its entiy to the Consolidated Plan are amortized 
over a period of not more than 15 years. 

2. Asset Valuation Method 

The actuarial valuation employs 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 retum that is in 
excess of the 8.00% actuarial assumption for investinent retum. 
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STATISTICAL SECTION v, 

Fiscal Yea1· 
Ending June 30: 

2004 

2003 

2002 

2001 

2000 

1999 

SCHEDULE OF ADDITIONS TO FIDUCIARY NET ASSETS 
BYSOURCE 

Contributions 

Member Employer* 
Investment Income 

(Netl 

$140,599,869 $299,675,177 $1,144,348,701 

136,970,842 295,370,043 351,340,591 

130,262,842 423,858,414 (530,070,371) 

123,248,430 272,597,903 (591,237,695) 

ll7,883,047 258,261 ,090 678,239,769 

112,686,985 299,694,267 692,ll6,191 

Total Additions to 
FiduciatJ: Net Assets 

$1,584,623,747 

783,681,476 

24,050,885 

(195,391 ,362) 

1,054,383,906 

1,104,497,443 

* See Notes to Financial Statements beginning on page 23 for current Employer rates as a percentage of covered payroll. 

SCHEDULE OF DEDUCTIONS FROM FIDUCIARY NET ASSETS 
BYTYPE 

Fiscal Yea1· Ending Refunds and Administrative 
June 30: Benefits Paid !Netl Withdrawals E~enses 

+ Other Deductions 

2004 $441,546,149 $15,697,257 $9,102,910 NA 

2003 417,180,904 13,834,163 9,724,031 NA 

2002 396,398,584 15,822,142 8,307,131 NA 

2001 368,816,383 17,468,264 8,025,492 NA 

2000 343,316,238 17,728,820 7,948,970 NA 

1999 325,989,225 19,156,890 7,615,420 601 ,825 

Total Deductions 
from Fiduciary 

Net Assets 

$466,346,316 

440,739,098 

420,527,857 

394,310,139 

368,994,028 

353,363,360 

+ Other Deductions include immaterial adjustments related to corrections to accumulated depreciation on fixed assets and 
accounts receivables. 
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SCHEDULE OF BENEFIT EXPENSES BY TYPE 
NET OF ACCRUALS 

~ 
~-
::, 
(1) 

(J) 

Fiscal Year 
Ended June 30: 

2004 

2003 

2002 

2001 

Retirement Benefit Pa1ments 

Service Retiree 
Beneficiary 

Service Retirees Recipients Disability 
Benefits Benefits Benefits 

$354,977,743 $32,393,365 $41 ,322,458 

333,776,178 31,243,729 39,429,493 

315,942,837 29,789,595 36,753,183 

295,733,000 27,848,153 33,923,432 

i II Note: Statistics are not available for FY 2000 and 1999. 
;;,;:, 
~ ::;· 
(1) 

3 
(1) 

~ 
(J) 

-< V> 

rD 
3 

er, 
w 

Refunds of Contributions 

Employee 
Contributions Withdrawals 

Pre-Retirement Death in Error upon 
Death Benefits (Lum Sum) Refunds Termination 

$5,304,351 $2,209,683 $1 ,781,147 $11 ,686,892 

5,105,915 2,481,807 1,219,184 l0,ll6,914 

5,046,469 1,690,232 3,056,473 11,062,723 

4,978,918 1,359,147 2,640,562 13,450,714 

Groutl,ife Insurance 

Premium 
I Total Benefits 

and Refunds 
Error Refunds Claims Benefi 

$19,535 $7,068,221 $456,763,395 

16,257 7,032,316 430,421,793 

12,714 8,998,000 412,352,225 

17,841 6,747,050 386,698,817 



STATISTICAL SECTION v, 

Fiscal Year Se1·vice 
Ended June 30: Retirees 

2004 22,067 

2003 21 ,675 

2002 21 ,226 

2001 20,887 

2000 20,673 

1999 19,681 

SCHEDULE OF RETIREES 
BY BENEFIT TYPE 

Service Retiree Disability 
Beneficiary Benefit 
Recipients Recipients 

5,874 2,403 

5,735 2,292 

5,689 2,218 

5,575 2,096 

5,297 1,967 

5,906 1,672 

Recipients ofMSRS benefits fall into fom categories: 

Pre-Retirement Total Pension 
Death Benefits Benefit 

Recipients Recipients 

1,116 31,460 

1,072 30,774 

989 30,122 

1,008 29,566 

1,007 28,944 

1,113 28,372 

Se1vice Retirees - those who are receiving a service retirement benefit and their concmTent beneficiaries. 

Se1vice Retiree Beneficia1y Recipients - those who are the beneficiaries of deceased service retire.es. 

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

Pre-Retirement Beneficiaries - those who are the beneficiaries of active or inactive members or disability retirees who died 
before being qualified to receive or, if qualified, before receiving, service retirement benefits. 
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• STATISTICAL SECTION 

SCHEDULE OF A VERA GE BENEFIT PAYMENTS 

Retirement Effective Dates Years of Creditable Service 
July 1, 1998 to June 30, 2004 

5-10 10-15 15-20 20-25 25-30 30+ 

Period 7/1/1998 to 6/30/ 1999 

Average Monthly Benefit 268.78 411.70 689.43 1,141.65 1,320.03 1,856.48 

Average Final Average Salary 16,058.33 14,767.83 18,320.80 22,697.39 26,449.10 27,179.83 

Number of Active Retirees 1095 3004 2451 3387 4733 4530 

Period 7/1/1999 to 6/30/2000 

Average Monthly Benefit 276.01 421.17 709.18 1,173.61 1,355.18 1,924.90 

Average Final Average Salary 16,703.80 15,385.97 18,931.20 23,465.70 27,264.93 28,803.15 

Number of Active Retirees 1068 2968 2431 3431 4861 4696 

Period 7/1/2000 to 6/30/2001 

Average Monthly Benefit 288.63 438.54 739.63 1,232.90 1,424.13 2,027.97 

Average Final Average Salary 17,346.65 16,093.24 19,592.53 24,287.65 28,405.39 30,555.31 

Number of Active Retirees 1029 2986 2400 3428 5038 4895 

Period 7/1/2001 to 6/30/2002 

Average Monthly Benefit 300.16 456.37 768 .28 1,279.12 1,479.46 2,109.00 

Average Final Average Salary 17,827.94 16,542.47 20,259.35 24,903.68 29,146.34 31 ,792.32 

Number of Active Retirees 1001 2989 2401 3450 5191 5111 

Period 7/1/2002 to 6/30/2003 

Average Monthly Benefit 305.27 468.22 791.04 1,312.00 1,515.02 2,169.99 

Average Final Average Salary 18,880.61 17,360.61 21,472.05 26,136.63 30,468.61 33,730.50 

Number of Active Retirees 970 2935 2397 3473 5417 5366 

Period 7/1/2003 to 6/30/2004 

Average Monthly Benefit 320.10 486.81 818.26 1,347.20 1,566.11 2,246.79 

Average Final Average Salary 19,873.98 18,134.31 22,388.59 26,957.68 31,601.89 35,365.97 

Number of Active Retirees 950 2868 2420 3526 5631 5610 
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STATISTICAL SECTION v, 

EMPLOYERS FOR WHOM THE MAINE STATE RETIREMENT SYSTEM 

ADMINISTERS RETIREMENT PROGRAMS 

PROGRAM: STATE EMPLOYEE 
Employer: State of Maine 
Reporting Entity: State of Maine 

PROGRAM: STATE EMPLOYEE 
Employer: Various 
Reporting Entity: (as follows) 

Central Maine Community College 
Eastern Maine Community College 
Governor Baxter School 
Kennebec Valley Community College 
Maine Career Advantage - MCC 
Maine Daity & Nutrition Council 
Maine Developmental Disabilities Council 
Maine Potato Board 
Maine Community College System - Administration 
No1thern Maine Community College 
No1thern NE Passenger Rail Authority 
Southern Maine Community College 
University of Maine 
Washington County Community College 
Wild Bluebeny Commission of Maine 
York County Community College 

PROGRAM: TEACHER 
Employer: State of Maine; School Administrative 

Units for Grant-funded Teachers 
Reporting Entity: (as follows) 

Acton School Department 
Arnndel School Depa1tment 
Auburn School Depa1tment 
Augusta School Depa1tment 
Bangor School Depa1tment 
Bath School Depa1tment 
Biddeford School Department 
Brewer School Depa1tment 
Bridgewater School Department 
Bmnswick School Depa1tment 
Buckspo1t School Department 
Cape Elizabeth School Department 
Caribou School Depa1tment 
Caswell School Department 
CSD #3 Boothbay Harbor 
CSD #4 Flanders Bay 
CSD #7 Mt. Dese1t 
CSD #8 Ait-line CSD 
CSD #9 South Aroostook 
CSD # 10 Maranacook 
CSD #11 Schoodic 
CSD # I 2 East Range 
CSD # I 3 Deer Isle Stonmgton 
CSD #14 Great Salt Bay Damariscotta 
CSD # I 5 Oak Hill 
CSD #17 Moosabec 
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CSD #18 Wells Ogunquit 
CSD #19 Five Town CSD 
Dedham School Department 
Easton School Department 
Ellswo1th School Department 
Erskine Academy 
Falmouth School Department 
Fayette School Department 
F oxcroft Academy 
Freepo1t School Depa1tment 
Fryeburg Academy 
George Stevens Academy 
Glenburn School Depa1tment 
Gorham School Department 
Gould Academy 
Harmony School Department 
Hermon School Department 
Indian Island 
Indian Township 
Isle Au Haut School Depa1tment 
Islesboro School Depa1tment 
Jay School Depa1tment 
Kittery School Depa1tment 
Lee Academy 
Lewiston School Department 
Limestone School Depa1tment 
Lincoln Academy 
Lincolnville School Department 
Long Island School Department 
Madawaska School Department 
Maine Central Institute 
Maine Education Association 
Maine Indian Education 
Maine School of Science & Mathematics 
Millmocket School Department 
Monhegan Plantation School Department 
Monmouth School Depa1tment 
MSAD #1 Presque Isle 
MSAD #3 Unity 
MSAD #4 Guilford 
MSAD #5 Rockland 
MSAD #6 Bar Mills 
MSAD #7 No1th Haven 
MSAD #8 Vinalhaven 
MSAD #9 Fannington 
MSAD #IO Allagash 
MSAD #I 1 Gardiner 
MSAD #12 Jackman 
MSAD # 13 Bingham 
MSAD #14 Danfo1ih 
MSAD # 15 Gray 
MSAD # 16 Hallowell 
MSAD #I 7 South Paris 
MSAD # 18 Bucksport 
MSAD # 19 Lubec 
MSAD #20 Fo1t Fait-field 
MSAD #21 Dixfield 



• STATISTICAL SECTION 

EMPLOYERS FOR WHOM THE MAINE STATE RETIREMENT SYSTEM 

ADMINISTERS RETIREMENT PROGRAMS 

TEACHER (continued) 

MSAD #22 Hampden 
MSAD #23 Carmel 
MSAD #24 Van Bmen 
MSAD #25 Sherman Station 
MSAD #26 Ellswo1ih 
MSAD #27 Fo1t Kent 
MSAD #28 Camden 
MSAD #29 Houlton 
MSAD #30 Lee 
MSAD #3 1 Howland 
MSAD #32 Ashland 
MSAD #33 St. Agatha 
MSAD #34 Belfast 
MSAD #35 Eliot 
MSAD #36 Livennore Falls 
MSAD #3 7 Harrington 
MSAD #38 Etna 
MSAD #39 Buckfield 
MSAD #40 Waldoboro 
MSAD #41 Milo 
MSAD #42 Mars Hill 
MSAD #43 Mexico 
MSAD #44 Bethel 
MSAD #45 Washburn 
MSAD #46 Dexter 
MSAD #47 Oakland 
MSAD #48 Newpo1t 
MSAD #49 Fairfield 
MSAD #50 Thomaston 
MSAD #51 Cumberland Center 
MSAD #52 Twner 
MSAD #53 Pittsfield 
MSAD #54 Skowhegan 
MSAD #55 Comish 
MSAD #56 Searspo1t 
MSAD #57 Waterboro 
MSAD #58 Kingfield 
MSAD #59 Madison 
MSAD #60 No1t h Berwick 
MSAD #61 Bridgton 
MSAD #62 Pownal 
MSAD #63 East Holden 
MSAD #64 East Corinth 
MSAD #65 Matinicus 
MSAD #67 Lincoln 
MSAD #68 Dover Foxcroft 
MSAD #70 Hodgdon 
MSAD #71 Kennebwtk 
MSAD #72 Fryebmg 
MSAD #74 North Anson 
MSAD #75 Topsham 
MSAD #76 Swans Island 
MSAD #77 Machias 
Old Orchard Beach School Depa1tment 
Old Town School Department 

Oxford Hill Technical School #11 
Peninsula Community School District 
Peru School Depa1tment 
Pleasant Point School 
Po1t land School Department 
Raymond School Depa1tment 
Region 2 Southern Aroostook County 
Region 3 Northern Penobscot County 
Region 4 Southern Penobscot County 
Region 7 Waldo County Technical Center 
Region 8 Knox County Vocational School 
Region 9 School of Applied Technology 
Region 10 Cumberland Sagadahoc County 
Richmond School Depa1tment 
Sanford School Department 
Scarborough School Department 
South Portland School Depa1tment 
Thornton Academy 
Union 7 - Dayton 
Union 7 - Saco 
Union 29 - Mechanic Falls 
Union 29 - Minot 
Union 29 - Poland 
Union 30 - Dmham 
Union 30 - Lisbon 
Union 37 - Lincoln Plantation 
Union 3 7 - Rangeley 
Union 42 - Manchester 
Union 42 - Mount Vemon 
Union 42 - Readfield 
Union 42 - Wayne 
Union 44 - Litchfield 
Union 44 - Sabattus 
Union 44 - Wales 
Union 4 7 - Administration 
Union 4 7 - Georgetown 
Union 4 7 - Phippsbmg 
Union 4 7 - West Bath 
Union 4 7 - Woolwich 
Union 48 - Alna 
Union 48 - Dresden 
Union 48 - Westport 
Union 49 - Edgecomb 
Union 49 - Southpo1t 
Union 51 - Chelsea 
Union 51 - Jefferson 
Union 51 - Palermo 
Union 51 - Somerville 
Union 51 - Whitefield 
Union 51 - Windsor 
Union 52 - China 
Union 52 - Vassalboro 
Union 52 - Winslow 
Union 60 - Greenville 
Union 60 - Shirley 
Union 69 - Appleton 
Union 69 - Hope 
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STATISTICAL SECTION v, 

EMPLOYERS FOR WHOM THE MAINE STATE RETIREMENT SYSTEM 

ADMINISTERS RETIREMENT PROGRAMS 

TEACHER (continued) 

Union 74 - Bristol 
Union 7 4 - Damariscotta 
Union 74 - Nobleboro 
Union 7 4 - South Bristol 
Union 7 6 - Brooklin 
Union 76 - Sedgewick 
Union 87 - Orono 
Union 87 - Veazie 
Union 90 - Alton 
Union 90 - Bradley 
Union 90 - Greenbush 
Union 90 - Greenfield 
Union 90 - Milford 
Union 91 - Orland 
Union 91 - Orrington 
Union 92 - Hancock 
Union 92 - Lamoine 
Union 92 - Otis 
Union 92 - Sw1y 
Union 92 - Trenton 
Union 93 - Blue Hill 
Union 93 - Brooksville 
Union 93 - Castine 
Union 93 - Penobscot 
Union 96 - Gouldsboro 
Union 96 - Steuben 
Union 96 - Winter Harbor 
Union 98 - Administration 
Union 98 - Bar Harbor 
Union 98 - Cranbeny Isle 
Union 98 - Frenchboro 
Union 98 - Mount Dese1t 
Union 98 - Southwest Harbor 
Union 98 - Tremont 
Union 102 - Jonesboro 
Union 102 - Machias 
Union 102 - Marshfield 
Union 102 - Wesley 
Union 102 - Whitneyville 
Union 103 - Beals 
Union 103 - Jonespo1t 
Union 104 - Charlotte 
Union 104 - Eastpo1t 
Union 104 - Pembroke 
Union 104 - Petry 
Union 106 - Alexander 
Union 106 - Calais 
Union 106 - Robbinston 
Union 107 - Baileyville 
Union 107 - Princeton 
Union 108 - Vanceboro 
Union 110 - Reed Plantation 
Union 113 - East Millinocket 
Union 113 - Medway 
Union 122 - New Sweden 
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Union 122 - Stockholm 
Union 122 - Westmanland 
Union 122 - Woodland 
Union 132 - Chelsea 
Union 132 - Jefferson 
Union 132 - Whitefield 
Union 133 - Palenno 
Union 133 - Somerville 
Union 133 - Windsor 
Washington Academy 
Waterville School Department 
Westbrook School Department 
Windham School Depa1tment 
Winthrop School Depa1tment 
Wiscasset School Department 
Yarmouth School Depa1tment 
York School Department 

PROGRAM: LEGISLATIVE 
Employer: State of Maine 
Reporting Entity: Office of the Executive Director of the 

Maine Legislature 

PROGRAM: JUDICIAL 
Employer: State of Maine 
Reporting Entity: Administrative Office of the Courts 

PROGRAM: CONSOLIDATED PLAN FOR 
PARTICIPATING LOCAL DISTRICTS 

Employer: Pa11icipating Local Districts 
(Active and Withdrawn) 

Reporting Entity: (as follows) 

Androscoggin County 
Androscoggin Valley Council of Government 
Aroostook County 
Ashland, Town of 
Aubum Housing Authority 
Aubum Lewiston Airpo1t 
Aubum Public Libra1y 
Aubum School Support 
Aubum, City of 
Augusta Sanita1y District 
Augusta School Suppo1t 
Augusta Water District 
Augusta, City of 
Baileyville School Suppo1t 
Baileyville, Town of 
Bangor Housing Authority 
Bangor Water District 
Bar Harbor School Lunch 
Bar Harbor School Suppo1t 
Bar Harbor, Tov.rn of 
Bath School Support 
Bath Water District 
Bath, City of 



• STATISTICAL SECTION 

EMPLOYERS FOR WHOM THE MAINE STATE RETIREMENT SYSTEM 

ADMINISTERS RETIREMENT PROGRAMS 

CONSOLIDATED PLAN FOR PARTICIPATING 
LOCAL DISTRICTS (continued) 

Belfast Water District 
Belfast, City of 
Berv.•ick Sewer District 
Berv.•ick, Town of 
Bethel, Town of 
Biddeford School Department 
Biddeford, City of 
Boothbay Harbor Water District 
Boothbay Harbor, Town of 
Boothbay Region Water District 
Brewer Housing Authority 
Brewer School Support 
Brewer, City of 
Bridgton Water District 
Brunswick & Topsham Water District 
Brunswick Fire And Police 
Brunswick Public Library Association 
Brunswick School Support 
Brunswick Sewer District 
Brunswick, Town of 
Buckspo1t School Food Service 
Buckspo1t School Suppo1t 
Bucksport, Town of 
Calais School Support 
Calais, City of 
Camden, Town of 
Caribou Fire & Police 
Can-abasset Valley, Town of 
Castine, Town of 
Chesterville, Town of 
China, Town of 
Coastal Counties Workforce Inco1porated 
Community School District #912 
Community School District #915 
Community School District #918 
Corinna Sewer District 
Corinna, Town of 
Cumberland County 
Cumberland, Town of 
Dexter, Town of 
Dover Foxcroft Water District 
Dover Foxcroft, Town of 
Durham School Suppo1t 
Durham, Town of 
Eagle Lake Water & Sewer District 
East Millinocket 
East Millinocket School Suppo1t 
Easton School Suppo1t 
Easton, Town of 
Eliot, Town of 
Ellsworth School Support 
Ellsworth, City of 
Erskine Academy 
Fairfield, Town of 

Falmouth Memorial Library 
Falmouth School Support 
Falmouth, Town of 
Farmington Village Corporation 
Farmington, Town of 
Fayette, Town of 
Fo1t Fairfield Housing Authority 
Fo1t Fairfield Utilities District 
Fo1t Fairfield, Town of 
Fre.eport, Town of 
Frenchville, Town of 
F1yeburg Academy 
Gardiner Water District 
Gardiner, City of 
Glenbwn School Lunch 
Glenbwn School Suppo1t 
Glenbwn, Town of 
Gould Academy 
Greenville School Support 
Greenville, Town of 
Hallowell Water District 
Hallowell, City of 
Hampden Water District 
Hampden, Town of 
Hancock County 
Han-ison, Town of 
Hennon School Support 
Hennon, Town of 
Hodgdon, Town of 
Houlton Water Company 
Houlton, Town of 
Indian Township Tribal Govemment 
Jackman Utility District 
Jay School Suppo1t 
Jay, Town of 
Kennebec County 
Kennebec Sanita1y Treatment District 
Kennebec Water District 
Kennebunk Kennebunkport Wells Water District 
Kennebunk Light & Power District 
Kennebunk Sewer District 
Kennebunk, Town of 
Kennebunkpo1t, Town of 
Kitte1y School Support 
Kitte1y Water District 
Kitte1y, Town of 
Lebanon, Town of 
LewistonAubwn 911 
Lewiston Aubum Water Pollution Control 
Lewiston Housing Authority 
Lewiston School Support 
Lewiston, City of 
Lincoln & Sagadahoc Multi County Jail Authority 
Lincoln Academy 
Lincoln County 
Lincoln County Sheriffs 
Lincoln Sanitaty District 
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STATISTICAL SECTION v, 

EMPLOYERS FOR WHOM THE MAINE STATE RETIREMENT SYSTEM 

ADMINISTERS RETIREMENT PROGRAMS 

CONSOLIDATED PLAN FOR PARTICIPATING 
LOCAL DISTRICTS (continued) 

Lincoln Water District 
Lincoln, Town of 
Linneus, Town of 
Lisbon School Suppo1t 
Lisbon Water Department 
Lisbon, Town of 
Live1more Falls Water District 
Livermore Falls, Town of 
Lovell, Town of 
Lubec Water & Electric District 
Lubec, Tov.rn of 
M.A.D.S.E.C. 
Madawaska School Suppo1t 
Madawaska Water District 
Madawaska., Tov.rn of 
Maine County Commissioners Association 
Maine Intema.tiona.l Trade Center 
Maine Maritime Academy 
Maine Municipal Bond Bank 
Maine Principals' Association 
Maine School Management Association 
Maine State Employees Association 
Maine State Retirement System 
Maine Tumpike Authority 
Maine Veterans Home Augusta 
Maine Veterans Home Bangor 
Maine Veterans Home Caribou 
Maine Veterans Home Central office 
Maine Veterans Home Scarborough 
Maine Veterans Home South Paris 
Mapleton, Town of 
Mars Hill Utility District 
Mars Hill, Town of 
Mechanic Falls Sanita1y District 
Mechanic Falls School Suppo1t 
Mechanic Falls, Town of 
Medway School Suppo1t 
Medway, Town of 
Milford, Town of 
Millinocket School Suppo1t 
Millinocket, Town of 
Milo Water District 
Monson, Tov.rn of 
Mount Dese1t Island Regional 
Mount Desert Water District 
MSAD #1 Presque Isle 
MSAD #9 Fannington 
MSAD #1 3 Bingham 
MSAD # 16 Hallowell 
MSAD #17 South Paris 
MSAD #21 Dixfield 
MSAD #29 Houlton 
MSAD #31 Howland 
MSAD #36 Livermore Falls 
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MSAD #40 Waldoboro 
MSAD #41 Milo 
MSAD #49 Fairfield 
MSAD #50 Thomaston 
MSAD #51 Cumberland 
MSAD # 52 Tumer 
MSAD #53 Pittsfield 
MSAD #54 Skowhegan 
MSAD #60 Berwick 
MSAD #67 Lincoln 
MSAD #68 Dover Foxcroft 
MSAD #71 Kennebunk 
MSAD #74 North Anson 
Mt. Dese1t School Suppo1t 
Mt. Desert, Tov.rn of 
New Gloucester, Town of 
No1ih Be1wick, Town of 
No1w ay Water District 
No1w a.y, Town of 
Ogunquit, Town of 
Old Orchard Beach School Suppo1t 
Old Orchard Beach, Town of 
Old Town Housing Authority 
Old Town School Suppo1t 
Old Town Water District 
Old Town, City of 
Orland School Food Service 
Orland School Support 
Orland, Town of 
Orono School Suppo1t 
Orono, Town of 
O1rington School Lunch Program 
O1rington School Suppo1t 
O1rington, Town of 
Otisfield, Town of 
Oxford County 
Oxford, Town of 
Paris Utility District 
Paris, Town of 
Penobscot County 
Penquis C.A.P. 
Phippsburg School Food Service 
Phippsburg School Suppo1t 
Phippsburg, Town of 
Piscataquis County 
Pittsfield, Town of 
Pl Pt Passamaquoddy Resv Housing Authority 
Portland Housing Authority 
Portland Public Library 
Portland School Suppo1t 
Portland, City of 
Presque Isle Water & Sewer District 
Presque Isle Water District 
Princeton School Suppo1t 
Princeton, Town of 
Region 4 So. Penobscot 
Region 8 Coop. Board for Voe. Ed. 
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CONSOLIDATED PLAN FOR PARTICIPATING 
LOCAL DISTRICTS (continued) 

Richmond Utility District 
Rockland, City of 
Rockpo1t, Town of 
Rumford Fire & Police 

Yaimouth, Town of 
York County 
York School Suppo1t 
York Sewer District 
York, Town of 
York Water District 

Rumford Mexico Sewerage District 
Rumford School Suppo1t 

PROGRAlVI: WITHDRAWN (NON-CONSOLIDATED) 
PARTICIPATING LOCAL DISTRICTS 

Rumford Water District 
Rumford, Town of 
Sabattus School Suppo1t 
Sabattus, Town of 
Saco School Support 
Saco, City of 
Sagadahoc County 
Sanford Housing Authority 
Sanford School Suppo1t 
Sanford Sewerage District 
Sanford Water District 
Sanford, Town of 
Scarborough School Food Service 
Scarborough School Suppo1t 
Scarborough, Town of 
Searspo1t Water District 
Searsport, Town of 
Skowhegan, Tov.rn of 
Somerset County 
South Berwick Sewer District 
South Be1wick Water District 
South Be1wick, Town of 
South Portland, City of 
South Portland Housing Authority 
South Po1tland School Support 
St. Agatha, Town of 
Topsham, Town of 
Training and Development Corporation 
Tri Community Sanita1y Landfill 
Van Buren Housing Authority 
Van Buren, Town of 
Vassalboro, Town of 
Veazie Police 
Waldo County 
Waldo County Technical Center 
Waldoboro, Town of 
Washburn, Town of 
Washington County 
Waterville Fire & Police 
Waterville Sewer District 
West Paris, Town of 
Westbrook Housing Authority 
Winter Harbor Utility District 
Winthrop School Suppo1t 
Winthrop, Town of 
Wiscasset, Tov.rn of 
Yarmouth School Suppo1t 
Yarmouth Water District 

Employer: Participating Local Districts 
Reporting Entity: (as follows) 

Bridgton, Town of 
Brownville, Town of 
Cape Elizabeth, Town of 
CSD 3 Boothbay/Boothbay Harbor 
Damariscotta, Town of 
Dixfield, Town of 
Exeter, Town of 
Fo1t Kent, Town of 
Franklin County 
Georgetown, Town of 
Howland, Town of 
Knox County 
Limestone Water/ Sewer District 
Limestone, Town of 
Maine Municipal Association 
Maine State Housing Authority 
Milo, Town of 
MSAD #34 
MSAD #56 
New Canada Plantation 
No1way Paris Solid Waste Corp 
Presque Isle, City of 
Richmond, Town of 
Wallagrass Plantation 
Westbrook Fire and Police 
Westbrook, City of 
Western Maine Community Action Council 
Wilton, Town of 
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This report has been produced as required by 5 M.RS.A. § 17102 (10), which states that the Maine State Retirement System 
must publish an annual report showing "the fiscal transactions of the retirement system for the fiscal year and the 

assets and liabilities of the retirement system at the end of the fiscal year; and the actuary's report on the 
actuarial valuation of the financial condition of the retirement system for the fiscal year." 

MAINE STATE RETIREMENT SYSTEM 
46 State H ouse Station 

Augusta, ME 04333-0046 

Telephone: (207) 512-3100 
Toll-free: 1-800-451-9800 

Fax: (207) 512-3101 
TIY: (207) 512-3102 

www.msrs.org 

Costs for producing this report were paid from the operating budget 
of the Maine State Retirement System. 

This report is printed on recycled paper that can be recycled again. 




