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RETIRING BEFORE NORMAL RETIREMENT AGE

If you have not reached your normal retirement age (NRA) and are considering
retiring, thereare somerequirementsrelated toyour futureretirement that may affect
your retirement planning.

Federal law requires a "bona fide termination” of employment prior to your
receipt of aserviceretirement benefit. For there to be abonafide termination, you
must have had no discussions or negotiations prior to termination of employment
with your employer or any other employer defined as the "same employer" that
resulted inan explicit or implicit arrangement or expectation of future employment
after retirement with the "same employer.”

Whether or not there has been a bonafide termination of employment, federal
law and IRSregulationsrestrict M SRS from paying aretirement benefit to aretiree
who has not reached NRA and who returnsto employment with the same employer
after retirement.

By way of illustration, you generally would be considered to be returning to
work withthe"sameemployer" if you retire asa State employee or ateacher and are
returning to either State or teacher employment. If you retire from a Consolidated
Participating Local District (PLD), returning to work with the "same employer"
means returning to M SRS-covered employment with the employer from which you
retired, or with any PL D that participatesinthe Consolidated Plan. If youretirefrom
aPLD that is not in the Consolidated Plan, "same employer" means returning to
M SRS-covered employment with the employer from which you retired.

Why should members and retirees care about IRS requirements? If the IRS
regquirements are not followed, the MSRS plan might lose its status as a "qualified
plan” under federal law. If the MSRS plan were not a "qualified plan,” members
contributionscould not bemadeon a(federal) pre-tax basis. Members' contributions
made after 1988 are pre-tax for federal income tax purposes. Clearly, the MSRS
cannot allow the "qualified" status of its plan to be jeopardized, given the severe
consequences that could ensue to members.

To avoid plan disqualification and the hardships that would result to our
members, the M SRS Board of Trustees promulgated M SRS Rule Chapter 410. This
rulerequiressuspension of your retirement benefit if you return to employment with
thesameemployer after retirement until you either stopworking or reachyour NRA,
whichever first occurs. Your benefit payment will be reinstated beginning the first
day of the month after you reach your NRA or after you terminate employment with
the "same employer," whichever first occurs. At that time, your monthly benefit
amount will be increased to account for the period during which it was suspended.

Continued on page 5

DISABILITY REVIEWS

After an initial benefit period
of two years, recipients of MSRS
disability benefits are periodically
reviewedtodeterminewhether their
medical conditions allow them to
continue receiving a disability
benefit. Recipients who have or
regain the capacity to engage in
substantial gainful activity (SGA)
lose their eligibility for disability
benefits, although benefits can
continue until they find employ-
ment, so long as they are actively
seeking work.

The 121 Legislature enacted
Public Law Chapter 675, which
changes how adisability recipient's
ability to engage in SGA is deter-
mined. Priortothepassageof Chap-
ter 675, a disability recipient's
ability to engage in SGA was
measured against a standard deter-
mined by calculating 80% of the
recipient'saveragefinal compensa-
tion (AFC) at the point of retire-
ment, adjusted by any applicable
cost-of-living allowance (COLA).
For example: if a recipient's AFC
adjusted to include COLA was
$21,000, the SGA standard used
would be $16,800 ($21,000 x .80).
If the recipient were determined to
have the capacity to earn $16,800
per year, heor shewould be consid-
ered no longer eligible for contin-
ued disability benefits.

Effective July 30, 2004, the
SGA measurement standard is

Continued on page 5
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YOUR PERSONAL INFORMATION IN OUR HANDS

For the Retirement Systemto doitsjob, it hasto have personal information about itsmembersand retirees, each and every
one of you. The personal information that the System has to have includes name, address, phone number, date of birth/age,
Social Security number, employer name, position or job, payroll reports of time worked and payment for work, information
about termination of work and leaves of absence, information related to retirement and disability benefits including benefit
amount, information about beneficiaries - name, Social Security number, date of birth - and information about life changes,
for example, divorce and death.

Think of your personal information as information that identifies you individually and about which you have a choice
whether or not to giveto some other person or to an agency. Evenif you haveto givetheinformationinorder to get something
youwant or need (e.g., acredit card, utility service, amortgage, insurance), you make the decision that what you want or need
isimportant enough to you that you will give the required personal information to get it. Allowing the Retirement System
to have your personal information is one of these choices, even if you are required by law to be a System member because
of the job you arein. The decision to take that job is yours to make.

From the System's perspective, weregard your personal information as (1) information that we must have to do our work
on your behalf, and (2) information that we have for that purpose only. That last point is what we believe is our duty with
respect to your personal information: that weuseit for purposesof our work only. However, thereare circumstancesinwhich
we cannot keep personal information to ourselves, so to speak. Inthose circumstances, personal information in the System's
hands can go outside the System.

When can personal information that the System has go outside the System?

One circumstance iswhen you tell usthat you want usto give your personal information to someone else. For example,
you may tell usto give certain personal information to abank or acredit card company for purposesof getting aloan or acredit
card. You may tell usto give personal information to afinancial or insurance advisor. For your protection, wealwaysrequire
that you give usthese directionsin writing and sometimesto use aparticular formindoing so. Insomesituations, werequire
that the writing be notarized.

Another circumstance in which your personal information can go outside the System is when the System isrequired by
specific law to provide theinformation to others. For example, we arerequired to provide certain information to the federal
and state governments for tax purposes. We may be required to provide information for court actions. We may be required
to provide personal information in matters of child support.

Ancther circumstance iswhen ageneral law saysthat the System must provide the information if it isasked for it under
that law. For example, someone may ask for personal information under a "public records" or a "freedom of access' or
"freedom of information" law. Unless there is a specific exception under the law, the System must provide the information
to whomever requestsit. Until very recently, the only exceptions for personal information in the System's hands were very
narrow oneshaving to dowith disability and group lifeinsurance matters. But, inthelast | egislative session, the System asked
the Legislature to enact alaw that would provide an exception for abroader category of personal information of members
andretirees, specifically, "homecontactinformation.” "Homecontact information" wasdefinedinthebill ashomeaddresses,
hometelephone numbers, home facsimiletransmission numbersand home email addresses. Thebill wasenacted. Under the
new law, the System cannot provide members or retirees' home contact information to any person or organization, unlessthe
member givesup ("waives") her or hisright to have the System not give out the information. Under the new law, thereisno
circumstance or situation in which the System can give out home contact information without a written waiver from the
member or retiree.

Inthisnew law, the Legislature did enableindividualsto waivetheir rightsto have their information not be given out by
the System, but made it clear that only an across-the-board waiver was permitted. That is, individuals could not waive this
right in some particular circumstance but not in others. If an individual waives his or her right, the right is waived for all
instances in which the individual's home contact information is requested.

What about personal information that isnot home contact information, liketheamount of aretiree'sbenefit or theamount
of amember's contributions? We sometimes are asked for such information, for example by the press or by someindividual

Continued on page 4
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2004 L egidative Update

L egidation Enacted in the Second Regular and Second Special Sessions
of the 121% L egidature

An Act to Update L aws Affecting the Military

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

Thisbill reducesfrom 15 to 5 the number of consecutive daysthat a member of the Maine National Guard must be on active
stateserviceinorder for M SRS membershipto beavailableunder theoptional membership provisions. All other requirements
and limitationsas previously enacted in by PL 2003, Chapter 404 remain the same. (Seethe Summer 2003 issue of Retirement
News for in-depth article.)

An Act To Amend the L aws Concerning Optional M ember ship for Participating L ocal Districtsin the
Maine Sate Retirement System

PL 2003, Chapter 630 [L D 1810]
Effective Date: July 30, 2004

Thisbill changesthe purchase of service provisionsthat apply to optional membersin 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 appliesto all members.

An Act to Protect the Privacy of Home I nfor mation of Maine Sate Retirement System
Members, Benefit Recipients and Saff

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

This bill makes specific information pertaining to M SRS members, retirees and staff confidential. It also providesthat the
confidentiality of home contact information for members and retirees can be waived by signing awaiver form provided by
the Retirement System. (Seerelated article on page 2 of thisissue.)

An Act Concerning Disability Retirement Benefits under the
Maine Sate Retirement System

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

Thisbill changesthe standard by which it is determined whether a disability retirement benefit recipient isableto engagein
substantially gainful activity (SGA). This bill changes that standard from 80% of AFC to either $20,000 or 80% of AFC,
whichever is greater. (Seerelated article on page 1 of thisissue.)

An Act to Amend the L aws Governing Purchase of Military Time Service
Under the Maine Sate Retirement System

PL 2003, Chapter 693 [L D 1836]
Effective Date: July 30, 2004

Thisbill provides the ability for the recipients of specific military awards to purchase military service credit at a subsidized
rate under specific conditions. The changes do not apply to PLD members. (See related article on page 4 of thisissue.)

NOTE S T .

» | In order for specific legidation explained in this newsletter to apply to participating local district (PLD) members, further |
.m omysrecwes e 26’9 Consondated Prayy ek O pmitee andioy achon o‘f{a.éww nal monsconsolidatetd a2V D :/ %
7.
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Personal Information continued from page 2

or organization. The System cannot ultimately refuse to provide the information but we can and do have some optionsin
providingit. Weinsist onaformal, written request that meetsthe requirements of Maine's Freedom of Accesslaw. Werequire
that arequestor pay the cost of our providing the information, asthe law permits. And we arelooking for other waysthat we
can, withinour legal obligations, makeour processand requirementsfor responding to requestsfor information moreeffective
from the standpoint of our members and retirees.

Ismisuse of personal information by the System possible?

The short answer to thisquestionisyes. A mistake can be made. Intentional misuse by a staff person who has accessto
theinformation for work purposes can happen. Wework very hard at not | etting either mistakes or intentional misuse happen:

¢ Wehave aformal written policy that deals with staff use of personal information. We emphasize and reemphasize
the strength and importance of this policy. Each staff person has signed astatement indicating that he or she hasread
and understands the policy. Each new staff member must do so at the time of hire.

* We use the occurrence of a mistake to reemphasize the policy to staff and to train or retrain staff.

*  Wearevery clear and uncompromising about the consequences of intentional misuse: immediate termination, when
thereisno question that the misuse occurred; immedi ate suspension when an investigation must be done; informing
law enforcement agencies when we think there is or may have been a criminal violation and cooperating in
prosecution when acrimeis charged; cooperating in acivil case brought by a person whose personal informationis
in question when we arerequired by law to cooperate or, if not required, can nonethelesslegally do so. If acriminal
violation is alleged and prosecuted, we would make certain that all of our staff knows about the prosecution, to
underscore how serious we are about preventing and punishing misuse of personal information.

Theimportant point isthat we take misuse of personal information with utter seriousness, regardless of the purpose for

which it is used and of the effect or consequences of the misuse. Utter seriousness about your personal information is a
fundamental attitude here, a principle of behavior and conduct in doing our work.

p7 P

Executive Director

PURCHASING MILITARY SERVICE CREDIT

Members of the M SRS who meet specific eligibility requirements are able to purchase military service earned prior
to MSRS membership as service credit towards retirement eligibility and benefit determination. Under most circum-
stances, the military service must have been rendered during a"federally recognized period of conflict” in order for the
member to purchase the military service credit at a"subsidized" cost. It isimportant to note that periods of conflict are
established by federal and state laws and not by the Retirement System. In determining whether amember is eligible to
purchase military servicecredit andif so, at what cost, the Retirement System i sadministering those established laws. The
L egislature recently enacted PL 2003, Chapter 693, which expands the group of membersin the State empl oyee/teacher
retirement plan who may be able to purchase military service credit at a subsidized cost.

The newly enacted law providesthe ability for the recipients of specific military awardsto purchase military service
credit at a subsidized rate under specific conditions. In most cases, those members are already eligible to purchase the
servicecredit at theactuarial cost, whichisfar moreexpensivethan under asubsidized rate. Under the new law, therecei pt

Continued on page 6
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Normal Retirement Age continued from page 1

Thereisone exception to Chapter 410's benefit suspension provision
that you should be aware of: your benefit will not be suspended if you
return to covered employment for no more than 60 days per year in a
position that provides only intermittent on-call services, or servicesin a
non-permanent interim assignment or appointment, provided that your
employer's ordinary business operations depend on your services.

Whether retirement isbefore or after NRA, Chapter 410 makes clear
that retirees do not accrue additional service credit nor are earnings
received after retirement considered in determining the amount of a
retirement benefit. Retirees are required to sign a waiver form to that
effect as part of the retirement application process.

Chapter 410 can be viewed and downloaded from the M SRSweb site
(www.msrs.org). You can also request a copy by contacting the MSRS.

Disability continued from page 1

determined by the potential to have an-
nual earnings that exceed the greater of
$20,000 or 80% of AFC at retirement, in
either case adjusted by any applicable
COLA. Thismeansthat arecipient with
the $16,800 SGA (using the 80% of AFC
plus COLA standard noted in the previ-
ous paragraph) would need to have the
ability to engage in employment that
would equal or exceed the $20,000 plus
COLA standard. The$20,000plusCOLA
figureis currently $20,860.72 andwill be
adjustedin September of 2004 based upon
the COLA applied to recipients benefits.
This change in statute serves to create a

higher SGA standard for recipients for
whom 80% of the adjusted AFC is less

[ VISIT US ONLINE!

Maine State Retirement online is intended to inform

are informative pages on M SRS benefits, programs,
downloadable forms, and more!

Check us out at:

WWW.MmSsI's.org

members, retirees, employers, and the general public of the
functions and benefits of the Retirement System. Included

~ than the $20,000.

Thislaw changeiseffectivefor State
and Teacher plan disability recipients
beginning July 30, 2004. Coverage for
recipientsgoverned by the PLD Consoli-
dated Plan isdependent upon adoption of
the changes by the PLD Advisory
Committee.

©

S

NS RETIREMENT PLAN COVERAGE FOR LAW ENFORCEMENT OFFICERS IN THE
DEPARTMENTS OF INLAND FISHERIES AND WILDLIFE AND MARINE RESOURCES

Since September 1, 2002, law enforcement officerswith
the Department of Inland Fisheries and Wildlife and the
Department of MarineResourceshired after August 31, 1984
have been covered by a specia retirement plan which
provides for retirement at any age after the completion of
twenty-five (25) years of servicein a covered capacity with
no benefit reduction based on early retirement. Thisplanis
commonly referredtoasa"25year/noage” plan. Thosehired
before September 1, 1984, continue to be covered by a
special "20 year/no age" plan which provides for an
unreduced benefit after twenty (20) years of service.

Although the L egislature enacted the “ 25 year/no age”
plan in 2002, it was effective only for covered service
rendered on and after September 1, 2002. The inclusion of

covered service prior to September 1, 2002 was contingent
upon additional funding. Until sufficient funds were
alocated, service prior to that date remained under the 1998
Special Plan, which provided for anormal retirement age of
55 for service rendered after June 30, 1998, and either 60 or
62 for service rendered before July 1, 1998.

At the close of the 2003 Fiscal Year, sufficient funds
were alocated to meet the contingency associated with
coverageinthe new plan. Therefore, law enforcement offic-
erswiththe Department of Inland Fisheriesand Wildlifeand
Department of Marine Resourcesare now abletoincludeall
service in a covered capacity in the new "25 year/no age"
plan, regardless whether the service was rendered before or
after September 1, 2002.
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Military Service continued from page 4

of an award that would allow an individual to be considered "preference eligible" under the United States Code makes a
member eligible to purchase military service credit at a subsidized rate. The Department of Defense, Veterans and
Emergency Management will be assisting the M SRSin determining whether amember has met the "preference eligible”
requirement.

Before a subsidized purchase under this new law may be made by a member, the legislature must first make an
appropriation that coversthe differencein cost between the actuarial cost and the subsidized cost. The M SRSwill submit
an annual report to the Legislature of the total appropriation necessary to fund the military service credit purchases for
members who have requested to purchase service under thisnew law. Until such an appropriation is made to the M SRS,
amember may only purchasethe military service at the actuarial cost. If an appropriationismadeafter apurchaseismade
at the actuarial cost, then the member is entitled to arefund of the difference in the costs.

NEWSLETTER MAILED TO HOME ADDRESSES

The Retirement System is now mailing issues of the newsletter to members and retirees home addresses. To save

resour ces, we are sending only one copy per household. The newsletter is also available online at www.msrs.or g.

M v> Maine State Retirement System SPECIALIZED MSRSUNITS OTHER PROGRAMS
Retirement News

Published by: Maine State Retirement System For State Employee, Legisiative Group Life Insurance:
46 State House Station or Judicial Members: (207) 512-3244
Augusta, ME 04333-0046 207) 512-3158

Executive Director: Kay R. H. Evans (207) 3 o

Chief Deputy Executive Director: Gail Drake Wright Disability:

Editor: Robert L. Drury For Teacher Members: (207) 512-3170

(207) 512-3159

Retirement News isintended to providetimely informationabout the

MSRS to members, employers and retirees. For the most complete All other g Rliies should be made

and up-to-date information, please contact an M SRS representative. For .Par ticipating Local by calling the following numbers:
The contents should not be considered the basis of any contractual District (PLD) Members:

rights between the MSRS and its members. The official wording of (207) 512-3247 Main: (207) 512-3100

the laws of Maine will govern. Toll-Free: 1-800-451-9800

The Maine State Retirement System does not discriminate against Fax: (207) 512-3101
people with disabilities in its programs, activities, and employment. TTY: (207) 512-3102
Retirement News can be made availablein aternative formats. If you

have such arequest, please contact the Communications Unit.
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