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EXECUTIVE DIRECTOR'S REPORT

It is fair to say that the single most important factor
affecting the Maine State Retirement System in fiscal
1992 and 1993 was the downturn in the Maine
economy that began in the late 1980s. Notable forits
intensity, breadth of impact, and duration, the eco-
nomicslide touched everyaspect of lifein Maineand
had measurable and significant effects on some.

For the Retirement System, the effects of the down-
turn were major, though caused indirectly. They
impacted the System's funding and benefit structure
and altered, albeit for the short term, the process by
which one of the System's fundamental actuarial
assumptions is established. The impacts were the
result of the absolutely central place held by the
State’s budget in the attention of the executive and
legislative branches of Maine State government.
This focus of attention was commanded by the
precipitous decline in State tax revenues. The gulf
between the State's revenues and expenditures, and
the factthatretirement costs for the State'semployees
and teachers accounted for a significant and grow-
ing portion of the State's budget in fiscal 1992 and
1993 meant that reducing the State's retirement con-
tributions was irresistibly attractive to the executive
and legislativebranchesin the two-years-and-count-
ing budget crisis—irresistible, despite an increasing-
ly sophisticated understanding of the troublesome
short- and long-term implications that some of the
steps taken to reduce contributions would have for

the System.

The details of the steps ultimately adopted by the
Legislature and signed by the Governor as part of the
State's biennial budget are described in the separate
Legislative Summary set out below and on the next
page. In summary, the amount of required State con-
tributions, as calculated by the System's actuary on the
basis of System assets, liabilities, and actuarial assump-
tions adopted by the System's Board of Trustees in
consultation with the actuary, was reduced by $200
million. The reduced funding requirement was ar-
rived at through the combination of a legislatively-
mandated investment earnings assumption, the exten-
sion to 35 years of the amortization schedule for the
System's unfunded liability and accompanying inclu-
sion of the "old system teachers" liability, and extensive
benefit modifications. The benefit modifications pro-
duced a reduction in the unfunded actuarial liability of
$544 million.

The role of the System's Trustees and staff with respect
totheState'sbudget concernsand thestepstakenby the
Legislature and the Governor that impacted the Sys-
tem was to provide sound actuarial and financial
information as abasis for decision-making. Further, the
Board and staff insisted that the executive and legisla-
tive branches did not overlook or ignore the impacts of
proposed approaches and actual decisions on the Sys-
tem's present and future soundness and on the Sys-

The following brief summary provides an overview
of the statutory changes made by Maine's State Leg-
islature during the 1992 and 1993 fiscal years. It
focuses on those changes thataffect major portions of
the MSRS membership and does not describe every
change made by every bill. More thorough reviews
oflegislativechanges canbe obtained from the MSRS's
Public Information Division.

During Fiscal 1992

* Thesupplemental budget bill passed in 1992 pro-
vided fora 1% increase in the employee contribu-
tionrate for Stateand teacher members hired after
July 1, 1992. The effect of this change for most of
these new hires was to make their employee
contribution rate 7.5% (rather than 6.5%).

Legislative Summary

¢ Emergency legislation was passed in response to
federal law requiring that all states eliminate age
discrimination from their disability retirement
plans. The bill passed by the Maine Legislature
provided for all those MSRS members (including
State, teacher, PLD, Legislative System, and Judi-
cial System members) hired for MSRS-covered
employment on or after October 16, 1992, to be
eligible for coverage under the State's disability
retirement plans regardless of age. Active mem-
bers who were in the MSRS before October 16,
1992, had the option either to be grandparented in
the existing (age-discriminatory) plan or to move
into the new (non-age discriminatory) plan.

e The division of a member's rights and benefits
underaqualified domesticrelations order (QDRO)

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993
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EXECUTIVE DIRECTOR'S REPORT

tem's members. The Trustees remain very concerned
onboth of these counts, particularly as to thelong-term
costs of contribution deferrals and as to matters of
equity among the System's State and teacher members
(and among the Legislative and Judicial Retirement
Systemmembersalso), whonow arerelegated into two
very different benefit structures on the basis of their
years of creditable service as of June 30, 1993. The fact
that the biennial budget bill also created a four-person
independent Committee to Study the Retirement Sys-
tem suggests that there is some legislative and execu-
tive uneasiness with the steps taken and recognition of
a need for a more coherent, thoughtful, and thorough
assessment than is possible during legislative sessions.

Participating Local Districts

The System's participating local districts (PLDs) are, of
course, unaffected by the changes discussed above.
While in many respects PLDs' benefit structures are
very similar to the benefit structure of the State and
teacher plan, PLDs' investment assets and benefit lia-
bilities exist entirely separate from the assets and liabil-
ities of the State and teacher plan. When the State
revises its funding plan and benefit structure for pur-
poses having to do with the State budget, the revisions
do not take into account and do not affect the PLDs or
their members. In fact, the biennium that was so
difficult for the State/teacher plan produced a major

and positive change for the System's PLDs. The
Consolidated Plan for Participating Local Districts,
under discussion since 1987 and in the hands of the
legislatively established Participating Local District
Advisory Committee since late 1989, became a for-
mal Advisory Committee proposal in November
1992 and a rule adopted by the Board in the spring of
1993. It now stands ready to be implemented on
July 1,1993.

The Consolidated Plan positively affects PLD em-
ployees and employers alike. It establishes consis-
tency of benefits between what were formerly 250
different plans for 250 different districts. It will
provide portability of benefits for PLD employees,
pooling and accompanying leveling of costs for
employers, and simpler plan provisions for both
employees and employers to understand and for
Retirement System staff to administer. The work of
the PLD Advisory Committee, the Board of Trustees,
and the MSRS staff has been invaluable in bringing
this complex project to fruition.

The Consolidated Plan rule provides a three-year
window, beginning July 1, 1993, and ending July 1,
1996, during which PLDs may join the Consolidated
Plan. To support this period of decision-making, the
System began an intensive communication and ed-
ucation effort in the spring of 1993. The effort is
designed to provide PLDs and their members with

Legislative Summary (continued)

was made possible by the enactment of a bill held
over from the prior session.

During Fiscal 1993

The primebill of general interest passed in 1993 was the
budget bill, which made significant benefit changes
affecting State, teacher, Legislative System, and Judicial
System members. (These benefit changes did not affect
PLD members.) The changes include:

* The employee contribution rates were increased
1.15% so that most State employees and all teachers,
legislators, and judges started paying 7.65%.

* A new cap was put on the amount of a State or
teacher member's earnable compensation that is

used to calculate that member's average final
compensation. In brief, the new cap allows the
inclusion in earnable compensation of no more
thana5% increase between each of the three high
years with a total increase of no more than 10%
over those three years.

¢ Except for members of special plans, all State,
teacher, Legislative System, and Judicial System
members with less than 10 years of service as of
July 1, 1993, had their normal retirement age set
at age 62. Those with 10 years as of that date
continue to have the normal retirement age of 60,

e State and teacher members with less than 10
yearsof serviceon July 1,1993, becameineligible
to have payments for vacation and sick leave

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993




EXECUTIVE DIRECTOR'S REPORT

information about the Consolidated Plan so they can
makeinformed choices, and it will continue through-
out the three-year decision-making period.

Investments

AlloftheSystem'semployersand all of their employ-
ees are affected by the performance of the System's
investments. The System's portfolio has performed
very well over the last five years. Its biennial perfor-
mance was better still thanits five-year performance,
but investment performance assessments over so
short a period as two years are more a matter of
interest than a basis for any conclusion. Over the
five-year period, annualized returns were 11.5%,
ranking the Retirement System in the top 34% of all
public pension funds in the country.

The System's Board of Trustees has adopted a well-
balanced investment portfolio designed to take ad-
vantage of market conditions without assuming
undue or excessive risk. The Board also continues to
explore new investment opportunities for the future.
Prior to making any investment, the Board enters
into an extensive process that combines informa-
tion-gathering and analysis in order to make well-
informed decisions. Comparison of recent years'
investment performance with that of the past indi-
cates that the process established by the Board has
resulted ingreatly improved performance. Although

this recent history of investment performance cannot
be used to predict future returns, the Board of Trustees
believes that the current investment structure has been
carefully planned so that it will continue to perform
well in the future on a relative basis, whatever the
market environment.

Administrative and Operational Changes

The 1993-95 State budget bill also made the MSRS a
publicinstrumentality of the State, a status with greater
independence than that afforded State agencies and
departments. The change reflects the position of the
System's Trustees and staff and the conclusion of the
Legislature that the System can administer its own
affairs better as an independent entity than as part of
State government.

With this legislation, a process that began a few years
ago with greater independence in financial manage-
ment is now complete. The System's independent
management of most of its financial affairs has proven
effectiveand efficient. It now has the ability to structure
and manage its own personnel and will use the tools of
financial, administrative, and operational indepen-
dence to improve its internal operations for the pur-
pose of improving its service to members, retirees, and
employers. Faster payment of retirement benefits, a
program already targeted to begin on July 1, 1994, will
be one of the first improvements. The System also

Legislative Summary (continued)

included in their earnable compensation. Those
with 10 years as of that date continue to be eligible
for this inclusion, but the payments are included
under the compensation cap described above.

¢ Cost-of-living adjustments (COLAs) (which may
be awarded each year up to 4%) were changed
from being applied to the benefits of those retirees
who have been receiving a retirement benefit for at
least six months to those who have been receiving
a retirement benefit for at least 12 months.

¢ The benefit reduction for members who retire be-
fore reaching normal retirement age was changed
for members with less than 10 years of service as of
July 1,1993, from being an amount based on actu-
arial tables (which is approximately 2-1/8% per

year for each year before normal retirementage) to 6%
per year. Members with 10 years of service continue
to have the actuarial tables used for benefit reduction.

The budget bill also made some other changes, some of
which affect all of the MSRS, notably:

¢ Itcontinued to provide thatcompensation that would
have been received by State employees during un-
paid furloughand shutdown days would beincluded
in the calculation of State members' average final
compensation at retirement. Butitdid notextend this
provision for teacher and PLD members.

e [trequired that employers pay the additional actuar-
ial and/or administrative costs related to early retire-
ment incentives they offer their employees.

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993




EXECUTIVE DIRECTOR'S REPORT

expects to make internal organizational changes to
improve productivity, accountability, and accuracy.

The System's ongoing-effort to automate its records,
its record-keeping, and its processes will continue to
receive the highest priority as thesingle mostsignificant
steptoward improved serviceand improved employee
job performance and satisfaction. No one is more
aware than the System's employees of the complexity
of the System'’s programs and of the challenges and
frustrations of working withand understanding them.
No one is more aware of the difficulties and time
delays involved in managing vast numbers of paper
records and of researching those records in order to
provide the System's constituents with accurate
information, advice, and decisions. Automation is as
absolutely essential for ourstaff asitis forourmembers,
retirees, and employers and, in the interest of all, we
intend to proceed at an accelerated pace toward
completion of this effort.

Looking Ahead

Itis fair to say that the time of change and challenge is
not over for the Retirement System. Through these
times, the System's Board of Trustees will continue to
carry outits fundamental responsibility of serving the
System's members, retirees, and employers as objec-
tive fiduciaries overseeing the operations of the Retire-
ment System. The Board will continue to work to

maintain a well-balanced and well-positioned in-
vestment portfolio that will produce better-than-
average returns with lower-than-average risk. It will
continue to analyze proposals to change the Retire-
ment System and to point out the implications and
impacts of those proposals. It will continue to advo-
cate for soundness, equity, and coherence in benefit
designand System structure. It will continue to work
to provide accurate and complete data to the execu-
tiveand legislative branches so that decision-making
is sound and well informed. It will continue to
consider and implement administrative and opera-
tional changes to improve services. The System's
staff recognizes and fully accepts its charge to help
shape, to support, and to implement the Board's
vision of the System's mission and goals.

Claude R. Perrier
Executive Director

Legislative Summary (continued)

¢ Itlengthened the amortization schedule the State
is to follow in paying money it owes to the MSRS
for payment of the System's unfunded liability.
The former amortization schedule had been down
to 25 years, and the schedule for paying the un-
funded liability related to the "old system" for
teachers had been down tolessthanadecade. The
budget bill combined both of these under one
amortization schedule of 35 years.

e It changed the investment earnings assumption
from 8% to 8.2%, substituting a legislative man-
date for the analytical process carried out by the
Board in setting the investment earnings assump-
tion.

* [t established a four-person committee to review

all aspects of the MSRS to ensure its presentand
future fiscal soundness. The bill specified that
the committee would look at several specific
points, including the underlying causes of the
unfunded liability, the equity of the current ben-
efit structure, the affordability of the current
benefit structure, and the Legislature's obliga-
tions and rights concerning benefit modifica-
tions, in view of the Spiller decision made by the
Maine Supreme Court on earlier benefit modifi-
cations made by the State.

¢ Itmadethe MSRSa publicinstrumentality of the
State. While the MSRS remains a public entity
administering and following the laws that gov-
ern the System, it became independent of the
State's administration.

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993
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SYSTEM SUMMARY

INTRODUCTION

As of June 30, 1993, the Maine State Retirement System administered over two hundred retirement systems. These
include the Legislative Retirement System, the Judicial Retirement System, the system that covers both publicschool
teachers and State employees, and the approximately 250 separate systems covering various political subdivisions
that choose to participate in the MSRS, which under MSRS law are called participating local districts (PLDs). The
MSRS is also responsible for the payment of benefits from the Governors Retirement Fund.

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

RETIREMENT PROGRAM

As the chart below shows, the membership in the MSRS has continued to increase during the last few years. The
membership includes both active and inactive members. Active members are those who are currently working for
an MSRS participating employer and whoare, therefore, contributing to the MSRS. Inactive members are those who
have contributed in the pastand whose contributions remain with the System but who are not contributing presently
because they are not working for an MSRS participating employer.

ACTIVE MEMBERS
1991 1992 1993
State Employees® 14,658 15,064 14,723
Teachers 22,905 24,848 27,296
PLD Members* 8,966 9,126 8,869
Legislative System Members 123 123 162
Judicial System Members 47 46 48
TOTAL 46,699 49,207 51,098

INACTIVE MEMBERS
1991 1992 1993
State Employees* 11,842 12,115 12,599
Teachers 20,865 21,193 21,696
PLD Members* 5,327 5,599 5,984
Legislative System Members 0 0 0
Judicial System Members 2 2 2
TOTAL 38,036 38,909 40,281
TOTAL MEMBERSHIP

1991 1992 1993
State Employees* 26,500 27,179 27,322
Teachers 43,770 46,041 48,992
PLD Members* 14,293 14,725 14,853
Legislative System Members 123 123 162
Judicial System Members 49 48 50
TOTAL 84,735 88,116 91,379

*This includes both regular and special plan members.

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993 T




SYSTEM SUMMARY

The MSRS benefits payroll has also increased slightly during the last two years. Those on the benefits payrollinclude
four categories of recipients:

« those who are receiving a service (or “regular”) retirement benefit.

- those who are beneficiaries either of deceased service retirees or of active members and disability retirees who
died from a work-related injury.

« those who are receiving a disability retirement benefit.

« those who are beneficiaries of active members or disability retirees who died before service retirement benefits
became effective.

Below are the figures for the last three fiscal years for the MSRS benefits payroll:

MONTHLY BENEFITS PAYROLL

1991 1992 1993

Number of Payroll Number of Payroll Number of Payroll

People Dollars People Dollars People Dollars

Service Retirees 19,237  $13.0 million 19,827  $14.5 million 20,190  $15.3 million

Retiree/ Accidental Death Bene. 2,514 1.2 million 2,518 1.3 million 2,626 1.4 million

Disability Retirees 1,034 1.0 million 1,258 1.2 million 1,308 1.4 million

Ordinary Death Beneficiaries 1,006 0.3 million 1,010 .3 million 1,003 .3 million

TOTAL 23,791  $15.5 million 24,613  $17.3 million 25,127  $18.4 million
Financial Summary

ASSETS

The following financial summaries are meant to provide a brief overview of the retirement program’s financial
picture. Detailaboutthe MSRS's finances for 1992 and 1993 can be found in the "Statistical and Financial Information”
sections of the 1992 and 1993 reports, respectively.

As of June 30, 1993, the book value of the total assets of the Maine State Retirement System was $2,293.7 million, an
increase of $228.9 million over the assets at the beginning of the fiscal year. The breakdown of the book value of assets
as of the end of the last two fiscal years is as follows:

1992 1993

Stocks $1,125.9 million $1,296.5 million
Bonds 729.3 million 763.6 million
Mortgage-Type Investments 185.2 million 199.7 million
Cash Due from Other Funds 27.0 million 31.6 million
Other Assets 10.2 million 16.0 million
Assets Due the Legislative and Judicial Retirement Systems (12.8) million (13.7) million
TOTAL $2,064.8 million $2,293.7 million

TRUST FUND RESERVES

The System’s trust fund reserves were $2,279.5 million as of June 30, 1993, an increase of $221.6 million over reserves
atthe beginning of the fiscal year. Acomparison of these reserves by membership groups for the last two fiscal years
is as follows:

June 30, 1992 June 30, 1993

State Employees $ 646.4 million $ 688.3 million
Teachers (post-July 1, 1924) 936.8 million 1,050.3 million
Teachers (pre-July 1, 1924)* (216.4) million (207.8) million
Participating Local Districts 497.2 million 535.5 million
Consolidated (Disability and Survivor Benefits) 193.9 million 213.2 million
TOTAL $2,057.9 million $2,279.5 million

* This deficit represents the excess of benefit payments with interest charges over any funding or contributions made by the State and individual teachers in
this particular category.

8 MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993
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2

Employer contributions to the System for benefits during the past two years were made as follows:

State Employees
Teachers
Participating Local Districts

1992 1993

$57.4 million
85.4 million
29.2 million

$64.5 million
139.4 million
28.2 million

Individual member contributions totaled $78.5 million in 1992 and the same amount in 1993.

NET INCOME FROM INVESTMENTS - 1992

1. Net Gain/Sale of Securities

2. Income from Investments
Bond Interest

Stock Dividends
Loan Premiums
Cash Pools

Tl

TOTAL

3. Less: Investment/Management Fees

TOTAL INCOME FROM INVESTMENTS

4. Investment Income Distribution
A. Maine State Retirement System
B. Judicial Retirement System
C. Legislative Retirement System

TOTAL DISTRIBUTION OF INVESTMENT INCOME

$79.2 million

$49.1 million

12.6 million

0.4 million

1.3 million
$63.4 million

($4.8) million

$137.8 million

$136.9 million
0.8 million
0.1 million

$137.8 million

NET INCOME FROM INVESTMENTS - 1993

1. Net Gain/Sale of Securities

2. Income from Investments
Bond Interest

Stock Dividends
Loan Premiums
Cash Pools

OngEp

TOTAL

3. Less: Investment/Management Fees

TOTAL INCOME FROM INVESTMENTS

4. Investment Income Distribution
A. Maine State Retirement System
B. Judicial Retirement System
C. Legislative Retirement System

TOTAL DISTRIBUTION OF INVESTMENT INCOME

$90.0 million

$43.0 million
12.8 million
0.5 million
1.8 million

$58.1 million

($5.6) million
$142.5 million
$141.6 million
0.8 million
0.1 million
$142.5 million

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993



SYSTEM SUMMARY

STATE GROUP LIFE INSURANCE PROGRAM

TheState Group Life Insurance Programis available toall publicschool teachers, State employees, and theemployees
ofthose PLDsthatelect to provide the coverage for theiremployees, as wellas members of the Legislative and Judicial
Retirement Systems. In addition to basic coverage for the employee, supplemental coverage for the employee as
well as coverage for dependents is also available to the program’s participants.

Somespecifics concerning the State Group Life Insurance Program’s assets for the last two fiscal years are as follows:

1992 1993
Cash $ 1.6 million $ 0 million
Bonds 21.7 million 23.1 million
Stocks .3 million .3 million
Accrued interest .1 million .1 million
TOTAL $23.7 million $23.5 million

Funds received during the last two fiscal years are as follows:
1992 1993
Premiums from employees and employers $5.8 million $5.6 million
Earnings on investments .8 million .8 million
TOTAL $6.6 million $6.4 million

Charges to the program included:

Claims from active employees/dependents $2.9 million $4.0 million
Claims from retired persons 1.9 million 2.2 million
Administrative expenses .5 million .5 million

The Reserve for Future Premiums, which totaled $7.9 million as of June 30, 1993, is held for payment of premiums
of retired State employees and teachers. Retired persons who participated in the Group Life Insurance Program for
10 continuous years prior to their retirement carry into retirement approximately 40% of the level of life insurance
coverage they had when employed at no cost. Premiums for retired State employees and teachers are paid from the
Reserve for Future Premiums. Premiums for retired PLD employees are paid by their former employers.

Detail about the State Group Life Insurance Program’s finances for 1992 and 1993 can be found on the respective
statements of operations and balance sheets on the program provided in the “Statistical and Financial Information”
sections of the 1992 and 1993 reports.

BOARD OF TRUSTEES

The responsibility for the operation of the Maine State Retirement System, including all the various retirement
systems and the State Group Life Insurance Program, is held by the MSRS Board of Trustees, which is composed
of eight members. State law specifies the Board’s composition. The State Treasurer fills the one non-voting position.
The seven voting positions include three positions that are to be filled by MSRS members. One of these three is to
be a teacher member elected by the Maine Education Association; the second is to be a State employee elected by
the Maine State Employees’ Association; the third is to be a PLD member appointed by the Maine Municipal
Association.

The remaining four voting Board members are all appointed by the Governor. Two of them are to have training or
experience in investments, accounting, banking, or insurance, or as actuaries; one is to be chosen from a list of
nominees submitted by the Maine Retired Teachers” Association; and one is to be an MSRS retiree, chosen from
nominees of State and PLD retirees.

10 MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993



SYSTEM SUMMARY

The Board members as of June 30, 1993 are:

David S. Wakelin, Chair

John H. Kimball, Vice Chair
William C. Bullock Jr.

George A. Burgoyne

Eunice Cotton

Charles M. Jackson

Grover B. MacLaughlin

Samuel Shapiro, State Treasurer

Governor's Appointment

Maine Education Association
Governor's Appointment

Maine State Employees’ Association
Governor's Appointment (State Retiree)
Maine Municipal Association
Governor's Appointment (MRTA)
Ex-officio Member

The Board employsanactuary, whichas of June 30, 1993, is the firm of Milliman and Robertson. Theactuary prepares
annual valuations of the assets and liabilities of each of the more than two hundred systems administered by the
Board. For the State employee and teacher system, and for the Judicial and Legislative systems, the actuary also
provides information and recommendations as to sound and appropriate actuarial assumptions, which the Board
utilizes, together with valuation information, to determine the Systems' funding requirements.

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

The Board is the final administrative decision-maker in matters involving the rights, credits, and benefits of
members. It has established an administrative appeals process for the making of such decisions, through which the
relevant factualinformation and legal requirements areidentified and analyzed. Indecisions on disability retirement
appeals, a statutorily created three-person Medical Board provides recommendations as to the medical aspects of
disability.

ADMINISTRATION

The Board of Trustees appoints the Executive Director of the MSRS, who is responsible for the work of the MSRS
staff. The Executive Director oversees the System'’s investments and the work of the System’s investment advisors
and coordinates actuarial work with the System’s actuary. The personnel, building, and other staff-related functions
are also the concern of the MSRS's executive offices. In addition to these responsibilities, the Executive Director
oversees the following divisions of the MSRS:

Benefits

Retirement claims for both service retirement and disability retirement are handled in this division. Retirement
claims specialists offer informational assistance to individuals within one year of service retirement and ensure the
proper handling of service retirement paperwork. Disability claims specialists likewise provide information to those
applying for disability retirement benefits and coordinate review of both disability applications and benefit
continuance.

Accompanying the retirement and disability claims units is the calculations unit, which calculates and verifies all
benefits payable for both service and disability retirements as well as for death and survivor benefits.

The processing of claims for the State Group Life Insurance Program, along with the associated information and
assistance, is handled through a unit devoted to the life insurance program within this division.

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993 11



= SYSTEM SUMMARY

Data Processing

Responsibility for computer systems and programming, is one of the three major charges of this division. Continuing
to work on the MSRS's complete automation continues to be a high priority for this division while its staff also
maintains the System’s computer equipment. The division also has responsibility for entering data into its current
systems and for managing the MSRS’s microfilm records.

Finance

This division’s work includes handling the monthly benefits payroll for approximately 25,000 recipients (as of
June 30,1993). Thisdivisionisalso responsible for the accounting and bookkeeping functions needed to process and
post monthly payroll reports and payments from approximately 250 participating local districts and 165 school
administrative units, in addition to the State’s payrolls and payments. The audit unit within the division follows
up witheachemployer reporting unit to helpbusiness managers, payroll clerks, and others who work with the MSRS
to understand and meet the applicable reporting requirements.

Public Information
All publications as well as most mass mailings are produced by this division. Materials produced include the
System’s forms, lawbook, rulebook, annual report, and several newsletters. Brochures for members and an up-to-

dateemployer manualare planned for the near future. Media contacts, informational meetings, and training sessions
are also part of this division’s responsibilities.
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STATISTICAL AND FINANCIAL INFORMATION—1992

STATISTICAL DATA SUMMARY
FOR FISCAL YEARS 1987 TO 1992

RETIREMENT AND SURVIVOR BENEFIT PAYMENTS

Fiscal Year Retirement Survivor Benefit
ending June 30 ' Payments Payments
1992 $198,569,867 $3,255,279
1991 180,240,581 3,094,169
1990 167,483,164 2,508,650
1989 155,286,147 2,186,009
1988 143,426,113 2,139,130
1987 133,329,267 2,231,083

MEMBER AND EMPLOYER CONTRIBUTIONS

Fiscal Year

ending June 30 Employee Employer
1992 $78,479,531 $172,090,046
1991 72,350,546 168,770,434
1990 67,973,299 217,814,910
1989 61,303,632 187,138,244
1988 55,866,375 176,388,571 *
1987 51,322,687 146,804,654 *

*Includes $19,859,100 funding for the non-contributory teachers provided by the Legislative Appropriation Act.

NUMBERS OF RETIREMENT ALLOWANCE RECIPIENTS

Fiscal Year

ending June 30 Total
1992 24,613
1991 23,791
1990 23,212
1989 22,806
1988 22,071
1987 20,298
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STATISTICAL AND FINANCIAL INFORMATION—1992

BALANCE SHEET AS OF JUNE 30, 1992

ASSETS TRUST RESERVES AND LIABILITIES
1. Investments 1. Trust Reserves
A. Bonds $ 729,357,465.83 A. Members Contribution
B. Common Stocks 1,125,987,806.31 Fund—Current $ 856,812,829.08
C. Mortgages 0.00 B. Members Contribution
D. Commingled Funds Fund—Prior 39,450.35
1. Morgan Guaranty 172,405,554.04 C. Retirement Allowance
2. Travelers 12,809,149.13 Fund 1,159,133,425.04
E. Insured Guaranteed D. Survivor Benefit
Contract 0.00 Fund 41,987,121.18
F. Land and Buildings 2,505,687.30
G. Due Other Funds* (12,852,945.04)
Total Investments $2,030,212,717.57 Total Trust Reserves $2,057,972,825.65
2. Other Assets 2. Liabilities and Operating Reserves
A. Cash—Due from A.  Accounts Payable (% 96,835.13)
Other Funds % 282337.576.15 B. Reserve for
B. Cash—Fiduciary Due Expenditures 1,130,737.62
from Other Funds 3,683,282.91 C. Retirees Health
C. Accrued Interest 5,847,158.73 Insurance 5,740,641.71
D. Capital Equipment 1,727,711.39 D. Suspense Account 117,855.37
E. Accounts Receivable 56,778.47
Total Liabilities and Operating
Total Other Assets $  34,652,507.65 Reserves $ 6,892,399 57
TOTAL TRUST RESERVES
TOTAL ASSETS $2,064,865,225.22 AND LIABILITIES $2,064,865,225.22
* Assets due the Judicial Retirement System $11,718,671.14
Assets due the Legislative Retirement System $1,134,273.90

18 MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993



STATISTICAL AND FINANCIAL INFORMATION—1992 “"/

TRUST RESERVES AND LIABILITY DETAIL
AS OF JUNE 30, 1992

1. TRUST RESERVES
A. Members Contribution Fund—Current

1. State $258,594,648.18
2. Teachers
a. pre-July 1, 1924 0.00
b.  post-July 1, 1924 462,009,213.47
3. Participating Districts 119,393,301.73
4. Consolidated Disability Account 16,815,665.70
Total $ 856,812,829.08
B. Members Contribution Fund—Prior
1. Teachers pre-July 1, 1924 5 39,450.35
C. Retirement Allowance Fund
1. State $387,801,731.81
2.  Teachers
a. pre-july 1, 1924 (216,386,499.45)
b. post-July 1, 1924 474,758,002.12
3. Participating Districts 377,811,208.32
4.  Consolidated Accounts
a. Accidental Death 6,191,918.75
b. Disability 128,957,063.49
Total $1,159,133,425.04
D. Survivor Benetit Fund $ 41,987,121.18
TOTAL TRUST RESERVES $2,057,972,825.65

2. LIABILITIES AND OPERATING RESERVES

A. Accounts Payable $ (96,835.13)

B. Reserve for Expenditures 1,130,737.62

C. Retirees Health Insurance 5,740,641.71

D. Suspense Account 117,855.37

TOTAL LIABILITIES AND OPERATING RESERVES $ 6,892,399.57
TOTAL TRUST RESERVES AND LIABILITIES $2,064,865,225.22
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COMPARATIVE BALANCE SHEET
FOR THE FISCAL YEARS ENDING JUNE 30, 1992, AND JUNE 30, 1991

ASSETS
1. Investments
A. Bonds

B. Common Stocks

C. Mortgages

D. Commingled Funds
1. Morgan Guaranty
2. Travelers

Land and Building
Due Other Funds*

mm

Total Investments

2. Other Assets

A. Cash—Due from

Other Funds
B. Cash—Fiduciary Due
from Other Funds

Accrued Interest
Capital Equipment
Accounts Receivable

mon

Total Other Assets

TOTAL ASSETS

TRUST RESERVES AND LIABILITIES

1. Trust Reserves
A. Members Contribution
Fund—Current
B. Members Contribution
Fund—Prior
C. Retirement Allowance Fund
D. Survivor Benefit

Total Trust Reserves

2. Liabilities and Operating Reserves
A. Accounts Payable
B. Reserve for Expenditures
C. Retirees Health Insurance
D. Suspense Account

Total Liabilities and Operating
Reserves

TOTALTRUST VES AND
LIABILITIES

*Amounts shown are due the Legislative and Judicial Retirement Systems.

20

at June 30, 1992

$ 729,357,465.83
1,125,987,806.31
0.00

172,405,554.04
12,809,149.13
2,505,687.30

(12,852,945.04)

$2,030,212,717.57

$ 23,337,576.15
3,683,282.91
5,847,158.73
1,727,711.39
56,778.47

$  34,652,507.65

$2,064,865,225.22

$ 856,812,829.08
39,450.35
1,159,133,425.04
41,987,121.18
$2,057,972,825.65
($ 96,835.13)
1,130,737.62

5,740,641.71
117,855.37

$ 6,892,399.57

$2,064,865,225.22

at June 30, 1991

$ 676,604,458.19
1,041,317,070.73
48,568.31

155,101,648.03
12,854,438.86
2,377,511.72

(11,668,433.81)

$1,876,635,262.03

$ 16,353,675.79

(11,591,877 .84)
9,330,056.42
1,510,861.88

306,591.20

$ 15,909,307.45

$1,892,544,569.48

$ 788,452,855.37
39,450.35
1,056,572,964.47
38,908,061.25
$1,883,973,331.44
$ 257,790.26
596,953.04

7,615,686.25
100,808.49

$ 8,571,238.04

$1,892,544,569.48

STATISTICAL AND FINANCIAL INFORMATION—1992

Increase (Decrease)

$ 52,753,007.64
84,670,735.58
(48,568.31)

17,303,906.01
(45,289.73)
128,175.58
(1,184,511.23)

$ 153,577,455.54

$ 6,983,900.36
(15,265,160.75)
(3,482,897.69)
216,849.51
249,812.73
51874320020

$ 172,320,655.74

$ 68,359,973.71
0.00
102,560,460.57
3,079,059.93
$173,999,494.21
($ 354,625.39)
533,784.58

1,875,044.54
17,046.88

$ 1,678,838.47

$172,320,655.74
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STATISTICAL AND FINANCIAL INFORMATION—1992

NET INCOME FROM INVESTMENT OPERATIONS
FOR THE FISCAL YEAR ENDING JUNE 30, 1992

Gains/Losses on Security Sales
A. Gain on Sale of Stocks
B. Gain on Sale of Bonds

Net Gain on Security Sales

Income from Investments
A. Interest on Bonds
B. Cash Dividends on Stock
C. Premiums Paid on Loan of Securities
D. Interest on Cash Pools

Total Income from Investments

Deductions from Investment Income
A. Investment Advisor and Custodial Fees
B. General Operating Expenses

C. Miscellaneous Fees

Total Deductions from Investment Income

NET INCOME FROM INVESTMENTS*

*Income due the Judicial Retirement System
Income due the Legislative Retirement System

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

$57,799,894.85

21,392,420.77

$49,121,749.92
12,561,306.03
403,392.94

1,289,229.63

$4,583,324.61
183,988.12

307681

$807,343.99
$ 34,526.87

$79,192,315.62

$63,375,678.52

$137,769,913.30
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STATISTICAL AND FINANCIAL INFORMATION—1992

INVESTMENT BOOK AND MARKET VALUES

*Assets due the Judicial and Legislative Retirement Systems

22

AS OF JUNE 30, 1992

Investments Book Value Market Value
Bonds $ 729,357,465.83 $ 828,571,856.59
Stocks 1,125,987,806.31 1,381,794,970.38
Mortgages 0.00 0.00
Commingled Funds:

Morgan Guaranty 172,405,554.04 205,842,855.00

Travelers Insurance 12,809,149.13 10,967,829.00
Land and Buildings 2,505,687.30 2,301,000.00
Cash—Due from Other Funds 23,337.576:15 23,337,576.15
Cash—Fiduciary 3,683,282.91 3,683,282.91
Accrued Interest 5,847,158.73 5,847,158.73
Capital Equipment 1,727,711.39 1,727,711.39
Accounts Receivable 56,778.47 56,778.47

SUBTOTAL $2,077,718,170.26 $2,464,131,018.62
Due Other Funds* (12,852,945.04) 0.00

TOTAL $2,064,865,225.22 $2,464,131,018.62
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STATISTICAL AND FINANCIAL INFORMATION—1992

CHANGES IN TRUST FUND RESERVES
FOR THE FISCAL YEAR ENDING JUNE 30, 1992

BALANCE IN TRUST FUND RESERVES ON JULY 1, 1991

ADDITIONS
A. Employer Contributions
1. State Employees $ 57,397,796.00
2. Teachers 85,424,744 .00
3. Participating Districts 29,267,506.00
Total Employer Contributions $ 172,090,046.00
B. Employee Contributions
1. State Employees $ 22,695,387.92
2. Teachers 40,279,536.83
3. Participating Districts 15,504,606.69
Total Employee Contributions $ 78,479,531.44
C. Net Income from Investments $ 137,769,913.30
TOTAL ADDITIONS
DEDUCTIONS
A. Retirement Allowances Paid and COLA $198,569,867.00
B. Survivor Benefits 3,255,278.81
C. Refunds 12,514,850.72

TOTAL DEDUCTIONS

NET INCREASE

LANCE IN TRUST FUND RESERVES ON JUNE 30, 1992

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

$1,883,973,331.44

$ 388,339,490.74

$214,339,996.53

173,999,494.21

$2,057,972,825.65
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STATISTICAL AND FINANCIAL INFORMATION—1992

SUMMARY OF EARNINGS

Fiscal Year Book Value of Net Increase in Earnings for the

Ending June 30 Investments Investment Book Value Year * (Accrual Basis)
1943 $ 576,142.97 $ 318,000.00 $ 1,884.35
1944 1,026,142.97 450,000.00 12,154.46
1945 1,486,142.97 460,000.00 25,560.90
1946 1,930,142.97 444,000.00 50,140.29
1947 2,489,142.97 559,000.00 52,522.09
1948 7,263,648.72 4,774,505.75 159,487.91
1949 9,038,648.72 1,775,000.00 206,934.14
1950 11,023,648.72 1,985,000.00 256,688.07
1951 12,934,768.72 1,911,120.00 317,497.98
1952 15,432,488.89 2,497,720.17 368,620.65
1953 17,823,719.34 2,391,230.45 464,578.19
1954 21,346,256.29 3,5622,536.95 576,314.21
1955 24,801,155.43 3,454,899.14 713,411.34
1956 20,012,312.28 4,211,156.85 820,511.51
1957 33,137,935.09 4,125,622.81 1,014,162.82
1958 38,302,811.29 4,164,876.20 1,233,750.20
1959 44,511,070.88 6,208,259.59 1,473,324.30
1960 50,880,174.72 6,359,103.84 1,781,368.02
1961 57,633,773.71 6,753,598.99 2,145,427.31
1962 66,498,248.08 8,864,474.37 2,540,623.88
1963 75,022,765.44 8,524,517.36 2,925,300.13
1964 85,913,758.52 10,890,993.08 3,328,056.40
1965 96,930,762.57 11,017,004.05 3,870,496.12
1966 108,555,742.38 11,624,979.81 4,475,359.34
1967 120,564,775.29 12,009,032.91 5,070,389.31
1968 135,081,371.78 14,516,596.49 5,741,943.99
1969 150,501,422.09 15,420,050.31 6,103,338.79
1970 163,500,431.87 12,999,009.76 6,310,034.78
1971 175,261,654.19 11,761,222.32 6,357,344.92
1972 184,789,453.85 9,527,799.66 6,593,475.25
1973 185,867,989.22 1,078,535.37 6,651,554.76
1974 188,846,484.91 2,978,495.69 8,344,366.67
1975 188,397,103.61 (449,381.30) 9,386,916.98
1976 193,878,411.56 5,481,307.95 8,861.728.87
1977 206,401,915.73 12,523,504.17 10,751,249.86
1978 230,676,904.21 24,274 988.48 12,899,069.24
1979 247,923,507.81 17,246,603.60 16,314,180.33
1980 272,523,379.27 24,599,871.46 21,918,345.94
1981 346,806,884.82 74,283,505.55 28,628,894.51
1982 383,750,315.90 36,943,431.08 37,883,766.72
1983 ** 558,616,451.76 174,866,135.86 39,351,815.31
1984 608,064,138.37 49,447 ,686.61 38,999,433.27

* Earnings applicable to all trust fund reserves
** Includes $105,000,000 in "New Cash" for Fiscal Year 1983
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STATISTICAL AND FINANCIAL INFORMATION—1992

SUMMARY OF EARNINGS
(continued)
Fiscal Year Book Value of Net Increase in Earnings for the
Ending June 30 Investments Investment Book Value Year * (Accrual Basis)

1985 $ 739,717,509.89 $116,892,719.22 $ 49,530,863.11
1986 985,219,232.88 245,501,722.99 47,093,860.43
1987 1,133,419,105.21 148,199,872.33 53,417,394.28
1988 1,232,019,924.16 98,600,818.95 76,190,284.72
1989 1,493,743,313.45 261,723,389.29 124,309,924.44
1990 1,720,957,778.06 227,214,464.61 142,029,430.02
1991 1,904,213,003.29 183,255,224.23 80,859,162.94
1992 2,077,718,170.26 173,505,166.97 137,769,913.30

* Earnings applicable to all trust fund reserves

10-Year Summary of
Annual Earnings
1983 - 1992
si60 (in millions)
$140
5]20J

10-Year Summary of

Assets at Book Value 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
1983-1992
(in millions)
$2,500
$2,000 =
$1,500
$1,000
$500
0 T T T T T T T T

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
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TRUST FUND BALANCES AS OF JUNE 30,1992

STATISTICAL AND FINANCIAL INFORMATION—1992

Ref Total Trust
Nbr  Plan or District Name Members' Contribution Retirement Allowance  Fund Reserves
1 State of Maine $258,594,648.18 $387,801,731.81 $646,396,379.99
2 Portland 20,434,083.14 40,142,045.22 60,576,128.36
3 Millinocket 1,373,290.11 4,625,561.52 5,998,851.63
4 Presque Isle 1,985,693.81 6,331,385.13 8,317,078.94
5 Cumberland County 897,741.11 2,542,445.77 3,440,186.88
6 Disability 16,815,665.70 128,957,063.49 145,772,729.19
7 Teachers (post-July 1, 1924) 462,009,213.47 474,758,002.12 936,767,215.59
8 Camden 316,974.40 926,272.78 1,243,247.18
9 South Portland 2,542,992.87 12,878,408.61 15,421,401.48
10 Houlton 276,464.74 1,362,496.96 1,638,961.70
11 Penobscot County 452,479.82 2,051,585.72 2,504,065.54
12 Kittery Water District I 334,151.77 685,689.46 1,019,841.23
13 Ellsworth 476,585.45 1,546,079.60 2,022,665.05
14 Kittery 684,848.26 2,665,808.54 3,350,656.80
15 Bar Harbor 293,888.14 1,238,530.28 1,532,418.42
16 Mount Desert 347,062.99 1,064,289.59 1,411,352.58
17 Fort Fairfield 71,909.36 630,067.01 701,976.37
18  Rockland - 888,382.98 4,717,617.24 5,606,000.22
19 Bath Water District 205,225.27 820,839.11 1,026,064.38
20 Bangor 11,086,125.77 34,212,402.83 45,298,528.60
21 Boothbay Harbor Water District 52,796.57 338,561.19 391,357.76
20 Bangor Public Library 415,060.56 1,121,492.49 1,536,553.05
23 Augusta 5,101,182.55 15,251,912.07 20,353,094.62
24 Gardiner 846,509.98 2,255,824.45 3,102,334.43
25 Teachers (pre-July 1, 1924) 0.00 (216,386,499.45) (216,386,499 .45)
26 Houlton Water District 605,977.39 2,190,282.90 2,796,260.29
27 Auburn 3,538,290.77 15,795,794.91 19,334,085.68
28 York 911,233.21 1,734,824.24 2,646,057.45
29 Limestone Water /Sewer 52,547.59 96,857.99 149,405.58
30 Saint Agatha 12,363.07 12517824 137,541.31
31 Kennebec Water District 248,376.51 672,883.98 921,260.49
32 Livermore Falls Water District 135,710.15 415,679.53 551,389.68
33 Knox County 58,969.50 343,275.89 402,245.39
34 Augusta Water District 231,835.89 1,255,499.25 1,487,335.14
35 Belfast 330,726.70 1,300,983.10 1,631,709.80
36 Calais 385,294.79 1,046,537.29 1,431,832.08
37 York County 334,899.11 1,620,303.87 1,955,202.98
38 Maine Maritime Academy 2,102,104.13 11,222,4562.23 13,324,556.36
39 York Water District 146,675.40 375,674.77 522,350.17
40 Washington County 246,969.64 870,094.67 1,117,064.31
41 Portland Public Library 924 441.61 2,132,042.92 3,056,484.53
42 Brunswick 2,100,080.38 7,559,497.99 9,659,578.37
43 Auburn Public Library 86,377.83 312,681.44 399,059.27
44 Maine-NH Bridge Authority 0.00 0.00 0.00
45 Jay 484,371.05 1,433,356.79 1,917,727.84
46 Waldo County 184,316.29 706,597.91 890,914.20
47 Kennebec County 313,897.26 1,178,759.14 1,492,656.40
48 Lewiston 6,002,177.92 24,657,228.72 30,659,406.64
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TRUST FUND BALANCES ASOFJUNE30,1992

{(continued)
Ref Total Trust
Nbr  Plan or District Name Members' Contribution Retirement Allowance Fund Reserves
49 Maine Turnpike Authority 5,856,797.74 15,376,898.88 21,233,696.62
50 SAD 31 96,367.51 396,601.50 492,969.01
51 Auburn Sewer District 97,789.21 253,274.77 351,063.98
52 Auburn Water District 263,397.17 727,707.64 991,104.81
54 East Millinocket 558,465.79 1,726,797 .48 2,285,263.27
55  Maine Municipal Association 149,845.65 _403,273.19 553,118.84
56 Hancock County 272,987.96 1,124,081.26 1,397,069.22
87 Oxford County 356,399.49 1,372,636.70 1,729,036.19
58 Falmouth Memorial Library 51,012.08 113,042.60 164,054.68
59 Bangor Water District 234,991.79 881,129.49 1,116,121.28
60 Rumford Fire/Police 610,653.74 4,225,169.24 4,835,822.98
61  Orono 298,744.80 918,298.40 1,217,043.20
62 Kennebunk Light/Power 276,418.64 762,042.41 1,038,461.05
63 Brewer 1,709,321.52 3,741,719.39 5,451,040.91
64 Augusta Sanitary District 475,314.79 1,107,429.87 1,682,744.66
65 Rumford Water District 107,809.17 458,102.61 565,911.78
66 Waterville Fire/Police 1,698,059.96 4,606,742.51 6,304,802.47
67 Androscoggin County - 459,843.25 1,971,278.64 2,431,121.89
68 Brewer Water District 67,714.03 208,930.77 276,644.80
69 Baileyville 59,077.15 300,468.13 359,545.28
70 Westbrook Fire/Police 987,580.85 7,318,387.16 8,305,968.01
71 Greater Portland Public Development 0.00 0.00 0.00
72, Brunswick Sewer District 173,074.87 492 696.49 665,771.36
73 Bath 2,381,638.39 11,570,399.60 13,952,037.99
74 Mexico 206,793.85 495,812.67 702,606.52
7h Accidental Death 0.00 6,191,918.75 6,191,918.75
76 Lincoln 323,022.09 966,720.10 1,289,742.19
77 SAD 34 269,601.57 1,243,788.55 1,513,390.12
78 SAD 28 0.00 22,598.71 22,598.71
79  Old Town Water District ~207,106.66 352,052.29 559,158.95
80 Skowhegan 668,254.41 2,463,882.86 3,132:137.27
81 Topsham 203,740.60 584,870.09 788,610.69
82 Madawaska 792,122.31 1,882,742.34 2,674,864.65
83 Sanford 1,686,408.66 5,892,361.39 7,578,770.05
84 Kennebunk 252,099.46 1,042,585.33 1,294,684.79
85 Cape Elizabeth 769,941.08 2,718,487.33 3,488,428.41
86 Wilton 152,276.97 314,404.58 466,681.55
87 Falmouth 325,596.61 1,020,159.92 1,345,756.53
88 Lubec Water/Electric 38,975.95 263,186.12 302,162.07
89 Sanford Sewer District 142,038.40 339,747.55 481,785.95
90 Rumford 1,022,547.57 2,577,173.48 3,599,721.05
91  Fort Kent 157,305.93 395,135.06  552,440.99
92 Lincoln Water District 45,660.90 139,714.89 185,375.79
93 Maine Municipal Bond Bank 150,392.52 220,482.32 370,874.84
94 Greater Portland Council of Government 60,962.15 630,484.17 691,446.32
95 Lincoln County 151,878.63 858,927.73 1,010,806.36
96 Sagadahoc County 62,673.49 742,002.01 804,675.50
97 Dexter 101,651.15 357,168.65 458,819.80
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STATISTICAL AND FINANCIAL INFORMATION—1992

TRUST FUND BALANCES AS OF JUNE 30,1992

(continued)

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

98 Frenchville 29,578.46 69,821.19 99,399.65
100 Farmington 311,025.76 1,840,155.03 2,151,180.79
101 Somerset County 205,337.66 547,051.58 752,389.24
102 Franklin County 119,007.83 463,475.35 582,483.18
103 Lisbon 531,550.08 1,959,241.14 2,490,791.22
104 Milo Ea 37,680.81 159,845.23 197,526.04
105 Maine State Principals Association 128,326.43 366,324.67 494,651.10
106 Aroostook County 944 536.45 2,171,488.28 3,116,024.73
107 Wells 663,109.53 2,028,386.04 2,691,495.57
108 Berwick 136,141.17 214,173.99 350,315.16
109 Livermore Falls 126,067 .56 247,426.87 373,494.43
110 Pittsfield 84,353.17 319,124.47 403,477.64
111 Old Town 350,789.35 2,633,618.25 2,984,407.60
112 Franklin County 174,529.62 471,151.28 645,680.90
113 SAD 66 0.00 186,449.96 186,449.96
114 Mechanic Falls 83,939.35 290,763.54 374,702.89
115 SAD 54 162,648.77 1,075,212.30 1,237,861.07
116 Yarmouth i 769,094.52 2,773,434.01 3,542,528.53
117 Searsport 50,656.75 256,539.07 307,195.82
118 Farmington Village Corporation 30,762.94 61,863.24 92,626.18
119 SAD9 443,473.67 1,575,060.40 2,018,534.07
120 Mount Desert Regional Schools 66,771.15 215,402.87 282,174.02
121 Piscataquis County 125,577.90 697,946.68 823,524.58
122 Westbrook 695,446.91 3,167,993.81 3,863,440.72
124 Searsport Water District 38,870.30 99,631.90 138,502.20
125 Norway 179,449.92 482,907.63 662,357.55
126 SAD 67 240,976.42 1,076,239.56 1,317,215.98
127 Paris 118,767.79 412,900.94 531,668.73
128 SAD 71 203,207.25 780,031.85 983,239.10
129 SAD 53 30,505.43 132,869.38 163,374.81
130 Bucksport 594,577.13 1,193,523.12 1,788,100.25
131 Fort Fairfield Utility District 25,952.27 323,050.33 349,002.60
132 Belfast Water District 50,647.23 332,878.70 383,525.93
133 Gorham 534,512.11 1,501,757.71 2,036,269.82
134 Lincoln Academy 80,057.95 216,444.44 296,502.39
135 So. Kennebec Valley Regional Planning 43,676.44 7793978 = @ 12161622
136 Norway Water District 54,862.12 151,405.01 206,267.13
137 Dover-Foxcroft Water District 0.00 33,366.49 33,366.49
138 Naples 10,324.42 102,836.95 113,161.37
139 York Sewage District 55,064.74 214,315.02 269,379.76
140 Old Orchard Beach 611,699.05 2,675523.61 3,187,222.66
141 South Berwick 53,445.23 338,487.99 391,933.22
142 Freeport 117,491.94 415,353.33 532,845.27
143 SAD 41 490,276.25 1,414,586.03 1,904,862.28
144 Winslow 318,390.45 924,624.79 1,243,015.24
145  Auburn Housing Authority 168,539.76 485,167.75 653,707.51
146 Boothbay Harbor 53,838.67 327,867.14 381,705.81
147 Scarborough 368,832.92 1,790,740.74 2,159,573.66
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TRUST FUND BALANCES AS OF JUNE 30,1992

(continued)

Ref Total Trust
Nbr  Plan or District Name Members' Contribution Retirement Allowance Fund Reserves
148 Cranberry Isles 0.00 501.03 501.03
149 Fryeburg 0.00 78,473.15 78,473.15
150 Hermon 106,495.22 359,234.27 465,729.49
151 Hampden 254,235.64 548,926.12 803,161.76
152 Sanford Housing Authority 79,871.05 275,089.51 354,960.56
153 Vassalboro 47,258.19 119,142.65 ~ 166,400.84
154 Lewiston Housing Authority 410,870.10 642,356.07 1,053,226.17
155 Garland 0.00 810.82 810.82
156 Exeter 6,088.56 8,496.70 14,585.26
157 Bingham Water District 83.46 27,271.64 27,355.10
158 Biddeford 1,380,689.43 3,130,405.14 4,511,094.57
159 Paris Utilities District 101,459.71 247,344.65 348,804.36
160 Hallowell 24,301.57 142,595.85 166,897.42
161 Rockport 70,284.99 231,621.17 301,906.16
162 Wallagrass Plantation 7.75 11,049.67 11,057.42
163 Lewiston-Auburn Water Pollution 84,236.20 274,292 .31 358,528.51
164 Thomaston 64,105.41 271,897.27 336,002.68
165 Pleasant Point/Passamaquoddy Reserv. 38,755.72 119,146.91 157,902.63
166 Orland 32,176.27 163,893.35 196,069.62
167 Dover-Foxcroft 158,690.41 429,078.90 587,769.31
168 SAD 29 136,197.00 579,805.75 716,002.75
169 Maine Housing Authority 212,547.66 511,846.76 724,394 .42
170 Sanford Water District 199,210.90 574,593.72 773,804.62
171 So Berwick Water District o ~ 14,864.21 51,910.42 66,774.63
172 New Canada Plantation 0.00 14,509.01 14,509.01
173 Indian Township/Passamaquoddy RHA 25.20 68,241.86 68,267.06
174 Glenburn 47,880.33 68,576.65 116,456.98
175 Sabattus 30,994.59 248,722.60 279,717.19
176 Bridgton 24,808.44 205,332.31 230,140.75
177  Brownville L 31,216.57 156,450.92 187,667.49
178 SAD?2 0.00 0.00 0.00
179 Winthrop 423,559.40 759,812.55 1,183,371.95
180 Eliot 89,137.50 370,051.72 459,189.22
181 Lebanon 25,662.40 120,024.19 145,686.59
182 Van Buren 202,493.89 430,648.33 633,142.22
183 Hampden Water District 24,845.27 53,292.08 78,137.35
184 Monson 13,654.71 82,745.82 96,400.53
185 Portland Housing Authority 498,689.00 1,714,435.27 2,213,124.27
186 Milford 554.05 59,191.72 59,745.77
187 SAD 60 117,157.19 715,003.44 832,160.63
188 Kennebunkport 373,077.75 1,227,401.09 1,600,478.84
189 SAD49 66,900.83 30154647 368,447.30
190 SAD 16 56,549.76 261,516.58 318,066.34
191 Damariscotta 29,223.57 88,554.97 117,778.54
192 Saco 625,660.47 2,595,455.22 3,221,115.69
193 Otisfield 9,293.19 67,696.58 76,989.77
194 Medway 116,647.53 227,753.90 344,401.43
195 Waldoboro 258,866.87 407,619.26 666,486.13
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TRUST FUND BALANCES AS OF JUNE30,1992

(continued)

Ref Total Trust
Nbr  Plan or District Name Members' Contribution Retirement Allowance Fund Reserves
196 Waterville Urban Renewal Authority 0.00 46.95 46.95
197 Dixfield 685.34 141,064.64 141,749.98
198 SAD 51 279,731.75 766,503.92 1,046,235.67
199 Bradford 0.00 9,540.24 9,540.24
200 Oxford 0.00 132,807.48 132,807.48
201 Kennebunk Sewer Authority 85,222.63 243,801.39 329,024.02
202 Phippsburg 69,458.83 119,031.42 188,490.25
203 Cheverus High School 130,148.95 368,171.62 498,320.57
204  Boothbay/Boothbay Harbor CSD 67,320.66 150,749.53 218,070.19
205 Gould Academy 79,044.67 246,898.63 325,943.30
206 South Portland Housing Authority 198,114.60 463,948.64 662,063.24
207 Berwick Sewer District 103,861.93 317,805.54 _ 421,667.47
208 Caribou Fire and Police 424 014.46 1,371.078.12 1,795,092.58
209 Orrington 146,560.65 267,851.50 414,412.15
210 New Gloucester 182,298.61 353,687.84 535,986.45
211 SAD 21 219,631.06 461,498.89 681,129.95
212 Readfield 12,224 49 20,762.15 32,986.64
213 Richmond 39,345.45 231,658.68 271,004.13
214 Linneus 17,731.58 39,967.79 57,699.37
215 Hodgdon 20,915.27 107,213.04 128,128.31
216 Cumberland 351,397.57 597,696.16 949,093.73
217 Corinna 48,310.25 138,776.03 187,086.28
218 SAD 56 82,730.66 204,518.74 287,249.40
219 Lincoln Sanitary District 89,133.06 120,500.98 209,634.04
220 Kennebec Sanitary District 137,471.54 323,589.71 461,061.25
221 Gardiner Water District 64,654.82 104,050.11 168,704.93
222 Waterville Sewer District 153,731:54 258,853.38 412,584.92
223 SAD 13 144,783.84 350,134.12 494,917 96
224 Waldoboro Regional Voc. Region 7 10,213.68 80,255.88 90,469.56
225 Maine County Commissioners Assn. 132.31 24,601.75 2473406
226 Jackman Water District 20,287.04 42,934.09 63,221.13
227 Mars Hill 83,773.62 180,943.30 264,716.92
228 Lubec 40,926.70 62,098.24 103,024.94
229 Van Buren Housing Authority 34,828.95 95,909.74 130,738.69
230 Washburn 41,214.04 163,006.20 204,220.24
231 Androscoggin Valley Reg. Plg. Comm. 172,413.15 298,191.42 _ 470,604.57
232 Howland 0.00 29,851.74 29,851.74
233 Community School District 915 74,153.44 271,396.68 345,550.12
234 Durham 55,235.59 84,489.94 139,725.53
235 China 17,077.89 56,160.11 73,238.00
236 Madawaska Water District 86,511.36 104,335.12 190,846.48
237 Penquis CAP - 411,011.90 1,123.793.60 1,534,805.50
238 Milo Water District 49,564.79 153,329.87 202,894.66
239 Maine School Management Assoc. 397,042.67 722,995.59 1,120,038.26
240 Easton 189,309.51 515,930.87 705,240.38
241 Franklin County Comm. Action Council 155,250.93 354,293.47 509,544 .40
242 Richmond Utilities District 32,219.62 78,469.09 110,688.71
243 Lisbon Water District 28,986.41 59,551.06 88,537.47
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TRUST FUND BALANCES AS OF JUNE 30,1992

(continued)

Ref Total Trust
Nbr  Plan or District Name Members' Contribution Retirement Allowance Fund Reserves
244 Indian Township Tribal Government 75,113.05 539,112.84 614,225.89
245 Limestone 108,661.85 97,227.01 205,888.86
246 Bethel 43,992.20 137,898.92 181,891.12
247 Rumford /Mexico Sewer District 5,819.59 67,863.82 73,683.41
248 Brewer Housing Authority 65,131.93 132,111.81 197,243.74
249 Erskine Academy S 5 14,418.94 89,383.33 103,802.27
250 Winter Harbor Utility District 16,830.80 8,334.91 25,165.71
251 Corinna Sewer District 47 928 54 59,730.66 107,659.20
252 Community School District 912 22,042.83 43,312.69 65,355.52
253 Bridgton Water District 20,365.67 29,009.25 49,374.92
254 North Berwick 145,133.60 269,042.06 414,175.66
255  Kennebunk/Knbkprt/Wells Water District  661,969.83 1,322,248.72 1,984,218.55
256 Auburn-Lewiston Airport 29,984.86 138,800.77 168,785.63
257 Maine Development Foundation 0.00 0.00 0.00
258 Princeton 63,082.90 133,145.34 196,228.24
259 Westbrook Housing Authority 36,113.24 49,606.67 85,719.91
260 Fairfield 128,687.31 238,014.35 366,701.66
261 Georgetown b 1,764.25 30,166.37 3193062
262  Old Town Housing Authority 99,093.44 136,026.69 235,120.13
265 Mapleton 77,883.90 173,719.43 251,603.33
266 Wells-Ogunquit CSD 128,606.14 298,981.42 427,587.56
267 Tri-Community Sanitary Landfill 33,217.19 40,632.68 73,849.87
268 Project Lodestone 2,538.82 14,651.10 17,189.92
269  So. Penobscot Voc. School Region 4 43,1442 54,960.64 98,104.74
270 Harpswell 72,359.01 245,170.16 317:529.17
271 Maine Veterans Home 1,008,939.54 2,019,856.54 3,028,796.08
272 Sabattus Sanitary District 0.00 0.00 0.00
273 Brunswick Public Library 51,659.37 161,499.37 213,158.74
274 Eagle Lake Water/Sewer 31,490.08 66,784.51 98,274.59
275 Fort Fairfield Housing Authority 47,254.64 57,890.06 105,144.70
276 Lovell 10,343.73 31,359.69 41,703.42
277 Carabasset Valley 21,254.94 40,144.17 61,399.11
278 Yarmouth Water District 42,004.64 101,325.53 143,330.17
279 Preschool HCS Council 36,896.39 68,345.06 105,241.45
280 Harrison 50,329.24 45,773.89 96,103.13
281 Mid-Maine Waste Action Corp. al ~ 0.00 3,342.18 3,342.18
282 Mechanic Falls Sanitary District 13,919.86 16,257.33 30,177.19
283 Mars Hills Utility District 4,722.92 4,848.49 9,571.41
284 Norway /Paris Solid Waste Corp. 10,022.32 17,436.69 27,459.01
285 The Homestead Project 12,337.05 30,258.18 42,595.23
286 No. Maine Regional Planning 0.00 0.00 0.00
287 Reserve Management Authority 0.02 2,524 .17 252417
288 Bangor Housing Authority 300,423.23 101,499.80 401,923.03
350 Judicial System 1,378,109.75 10,183,589.96 11,561,699.71
351 Legislative System 215,277 .63 912,707.61 1,127,985.24
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GROUP LIFE INSURANCE PROGRAM
STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDING JUNE 30, 1992

RECEIPTS

Premiums Collected
Employee Contributions—State $1,462,277 .66
Employer Contributions—State 1,424,159.60
Teacher and PLD's 2,902,088.36

Total Premiums Collected $5,788,525.62

Earnings on Investments $ 798,126.15
TOTAL RECEIPTS $6,586,651.77
EXPENSES
Claims Paid to Insurer
Basic $1,734,096.80
Supplemental 865,753.79
Dependent 253,201.13
Retired Employees 1,899,858.08

Total Claims Paid to Insurer $4,752,909.80

Program Administration $ 513,848.93
Retention $ 337,326.00

TOTAL EXPENSES $5,604,084.73
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GROUP LIFE INSURANCE PROGRAM

COMPARATIVE BALANCE SHEET
FOR THE FISCAL YEARS ENDING JUNE 30, 1992, AND JUNE 30, 1991

ASSETS

Cash

Cash (Fiduciary)
Investments—Bonds
Investments—Stock

Accrued Interest

TOTAL ASSETS

RESERVES AND WORKING CAPITAL

Reserves for Future Premiums
Reserves for Supplemental Distributions
Suspense Account

TOTAL RESERVES AND WORKING
CAPITAL

LIABILITIES

Accounts Payable
Premiums Payable

TOTAL LIABILITIES

TOTAL RESERVES, WORKING
CAPITAL AND LIABILITIES

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

at June 30, 1992
$ 1,587,236.25
0.43
21,709,641.82
250,000.00

116,938.21

$23,663,816.71

510,468,174.50
422,946.96
241.97

$10,891,363.43

$ 814.00
12,771,639.28

$12,772,453.28

$23,663,816.71

at June 30, 1991

$ 1,298,160.93
0.43
21,060,746.85
250,000.00

72,096.76

$22,681,004.97

$11,887,331.36
422,946.96
0.00

$12,310,278.32

$ 814.00
10,369,912.65

$ 10,370,726.65

$22,681,004.97

Increase (Decrease)

$289,075.32
0.00
648,894.97
0.00

44,841.45

$982,811.74

($ 1,419,156.86)
0.00
241.97

($ 1,418,914.89)

$ 0.00
2,401,726.63

$2,401,726.63

$ 982,811.74
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REVENUE FROM EMPLOYER CONTRIBUTIONS

TOTAL REVENUE FROM EMPLOYER CONTRIBUTIONS

ol

STATISTICAL AND FINANCIAL INFORMATION—1992

ADMINISTRATION FUND
FOR THE FISCAL YEARS ENDING JUNE 30, 1992, AND JUNE 30, 1991

State Employees
Teachers
Participating Districts
Other Sources

EXPENDITURES
1. Personal Services
2, Actuarial Services
3. Data Processing by State
4, Utilities
B, Postage and Mailing
6. Repairs to Equipment
7. Printing and Binding
8. Office Supplies
9 Retirement Costs
10. Research and Legal Services
3. Health Insurance
12. STA-CAP Costs
13. General Operating
14. Travel
15.  Service Contract for Data IProcessing
16. Unemployment
17 Per Diem
18. Medical Services
19. Intragovernmental
20. Workers” Compensation
21. Video Production
2. Building Rental
23, Depreciation
24. Contracted Services
TOTAL EXPENDITURES

Current Year Reserves
Adjustments to Reserves
Prior Year Reserves

BALANCE OF RESERVES

34

Fiscal Year 1992

$1,518,330.80
2,228,724.84
527,666.20
772,778.04

$5,047,499.88

$2,223,614.24
229,504.76
125,626.69
79,574.54
156,277.56
28,181.77
87,976.63
87,065.52
447 647.87
39,765.43
250,877.82
25,344.74
96,123.52
52,304.87
77,665.44
7,755.19
7,779.64
49,533.82
9,410.10
26,817.41
0.00
198,973.24
90,000.00
115,895.54

$4,513,716.34

$ 533,783.54
55757

596,396.51

$1,130,737.62

Fiscal Year 1991

$1,427,730.81
1,784,321.77
599,356.77
765,657.64

$4,537,066.99

$1,976,720.98
314,166.88
221,262.75
53,285.24
110,913.74
34,656.88
56,721.14
85,406.41
405,885.34
53,077.99
218,088.05
63,470.35
140,300.88
58,243.00
11,907.00
4,557.95
9,040.68
62,790.13
18,967.73
11,862.90
173,793.00
197,226.00
60,000.00
122,165.44

$4,464,510.46

$ 72556.53
0.00
524,396.51

$ 596,953.04
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ACTUARIES' REPORT: MSRS5—1992

The Maine State Retirement System has retained the firm of Milliman and Robertson, Inc., as consulting actuaries.
The following report is Milliman and Robertson's actuarial valuation of the Maine State Retirement System, which
covers the system for State and teacher members. This report includes the following sections:

Page
Executive Summary 37
Assets 45
Liabilities 49
Contributions 52
Reserves for Disability, Survivor, and Accidental Death Benefits 1555]
Membership Data 56
Summary of Plan Provisions for State Employees and Teachers 57

Actuarial Assumptions and Methods 6l
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ACTUARIES' REPORT: MSRS5—1992

EXECUTIVE SUMMARY

Overview

This report presents the results of our June 30, 1992, actuarial valuation of the Maine State Retirement System. These
results providea "snapshot" view of the System's financial condition on June 30, 1992, and do not reflect the following
factors which have occurred since then that could affect the System's finances.

Such factors include:
o the State not paying required contributions on schedule
¢ employee furloughs resulting in lower state and member contributions but not lower future benefits

+ unanticipated futureliabilities created by various retirement incentive programs being offered by the various
employers

We continue to be concerned about the future financial condition of the System. The combination of missed
contributions and adverse experience has caused a weakening of the financial condition of the System and a sharp
increase in the State's contribution level.

Two specific areas of adverse experience were analyzed: (1) the impact of vacation/sick leave credits, and (2)
unanticipated pay increases at career end. As a result, actuarial assumptions were modified to reflect the added
future costs of both factors. Details on the assumptions changes are presented in the Actuarial Assumptions and
Methods section.

The balance of this section summarizes recent trends in the System's finances, analyzes the actuarial experience in
the System during the past year, and concludes with summary tables useful for reference purposes.

System Trends
Retirement System Contribution Rates*
25%
22.09
20% — 1947 19.68 1966 19.80
15% — _ ‘ Thecontribution rate jumped sharply in the past year after
years of stability. Should the State continue to contribute
less than the required amount, we would expect this rate
10% — - j - to continue to escalate.
5% —
0%
1988 1989 1990 1991 1992
*Rates do not include retiree health insurance charges, administrative expenses or payments to fund Old System Teachers. Rates shown are

conposite rates for the State regular employees, MTRA teachers, and the State special groups: State Police, Game Wardens, Sea and Shore Wardens,
Prison Wardens, Liguor Inspectors, and Forest Rangers.
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System Assets
(in billions)
$3.00
sl — 246 3 40
2.14 2.16
The System's assets grew slightly more $2.00 — 1.97 196 :
than expected from 1991 to 1992 due to 1.68 1.69
anasset gain. This continues a trend of $1.50 — 1 40 147
superior investment performance over
the past several years. $1.00 —
$0.50 ]
0.00
. 988 1989 T990 1991 1992
[ JMarket  [7] Actuarial
Unfunded Liabilities
(in billions)
$3.50
3.18
$3.00 —
2.59
$2.50 — 231 2.45 The unfunded actuarial liability increased
2.15 by $513 million over what was expected
$2.00 —| between 1991 and 1992. This amount will
have to be funded by increased contribu-
$1.50 — Y i o8 131 1.39 s tions over the next 25 years.
$1.00 —
$0.50 —
$0.00
- 1988 1989 1990 1991 1992
‘:I Unfunded Actuarial [:IUnfunded Accrued
Cash Flows
350
500 —— 286
350 —| A4 24 248
The net cash flows to the System have been 231
sharply reduced over the past year. Should this 214
trend continue, there may be an impact on 200~ 194
investment decisions, as liquidation may be 179
necessary. 168
155
150 —
100
| | | I |
1988 1989 1990 1991 1992
—o— Contributions —=— Expenses/Payments
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System Experience

July 1, 1991 - June 30, 1992

The key indicator of overall experience in the System is the composite State contribution rate. The rate is set so that
it will be stable from year to year if experience is exactly as expected. An increase in the rate indicates unfavorable
experience and a decrease, favorable experience, during the previous year.

Since the rate increased from 19.80% to 22.09%, the overall experience of the System during the year ending June 30,
1992, was less favorable than expected.

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

Assets
AsofJune 30,1992, the System has present funds, when measured on a market value basis, of $2.46 billion, anincrease
of $0.32 billion from a 1991 figure of $2.14 billion. When measured on an actuarial basis, using a method which
smooths market fluctuations, System assets increased by $.24 billion to $2.40 billionin 1992 from $2.16 billion in 1991.
The components of this change are:

+  $248 million from employer and member contributions

- $214 million from payment of benefits and expenses

+  $174 million from expected investment experience (i.e., 8.0%)

- %29 million from investment loss (i.e., actual rate was 9.32%)

= $237 million total increase in assets
The asset gain for state and teachers excluding participating local districts was $20 million.

The next section of this report presents more detailed information on System assets.

Liabilities

Throughout this report we discuss three types of liability: actuarial liability, accrued benefit liability, and pension
benefit obligation.

Actuarial Liability

In general, actuarial liabilities are calculated for purposes of determining future contributions and are directly
dependent upon the particular "funding method" used by the actuary. Use of different funding methods would
provide entirely different results, when nothing else has changed (e.g,., inflation, salaries, etc.). Unfunded actuarial
liabilities include future anticipated increases in pay and service credits.

As of June 30, 1992, the State's unfunded actuarial liability was $3.18 billion. This compares to a June 30, 1991,
unfunded actuarial liability of $2.59 billion, an increase of $586 million. This compares with an expected increase of
$73 million. The components of this increase are as follows:
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Unfunded Actuarial Liability, June 30, 1991 $2,591 million
¢ increase expected 73 million
e increase due to asset loss (20) million
¢ increase due to contributions less than expected 83 million
e other losses (see below) 90 million
e increase due to change in assumptions 360 million
Unfunded Actuarial Liability, June 30, 1992 $3,177 million

The unexpected increase in unfunded liabilities from "other losses" is attributable to the combined effect of the
following factors.

o differences between assumed and actual rates of members retiring, terminating employment or dying
e growth in membership

*  payment form selections made by retiring members

Accrued Benefit Liability

The second type of liability is the accrued benefit liability. This represents the liabilities for all future benefits, based
on members' earnings and service credits as of the valuation date June 30, 1992. The difference between this figure
and the market value of System assets represents the unfunded accrued benefit liability. As of June 30, 1992, the
unfunded accrued benefit liability was $1.49 billion, as compared to a June 30, 1991, unfunded accrued benefit
liability of $1.39 billion.

Pension Benefit Obligation

The third type of liability is the pension benefit obligation (PBO). This is similar to the accrued benefit liability, but
it reflects anticipated pay increases. The PBO is a liability disclosure required by the Governmental Accounting
Standards Board and is compared with the book value of System assets to determine the amount unfunded. The
unfunded PBO was $2.39 billion on June 30, 1991, and is $2.83 billion on June 30, 1992.

Contributions

The "Contributions" section of this report, we present detailed information on the development of State contribution
rates to the System, calculated as of June 30, 1992. In addition, this section discusses the application of the State
contribution rate for fiscal year budget purposes.

Contributions to the System consist of:

* a'"normal contribution” for the portion of projected liabilities attributable to service of members during the
year following the valuation date

* an"unfunded actuarial liability contribution” for the excess of projected liabilities allocated to service to date
over assets on hand

*  a'disability benefit" contribution for the expected value of future disability (new law) benefits to be paid as
a result of disablements occurring during the year following the valuation date
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+  aresult of disablements occurring during the year following the valuation date
a "death benefit" contribution (consisting of two parts: survivor benefits and accidental death benefits) for
the expected value of future death benefits to be paid as a result of deaths occurring during the year following

the valuation date

The composite contribution rate for all State employees and teachers increased from 19.80% of payroll as of June 30,
1991, to 22.09% of payroll as of June 30, 1992. The primary components of this change are shown below.

Contribution Rate as of June 30, 1991
Contributions less than expected

Asset Gain

Net effect Liability Losses, Membership Growth,
and Shifts in Payroll Among the State Employee
and Teacher Groups

Change in assumptions/procedures

Contribution Rate as of June 30, 1992

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

19.80 %
0.40

(0.10)

0.68
R34

22.09 %
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SUMMARY OF PRINCIPAL RESULTS
TOTAL (State and Teacher)*

1. Participant Data June 30, 1992 June 30, 1991
Number of:
Active Members 39,904 38,411
Retired Members and Beneficiaries 17,247 16,690
Vested Deferred Members 638 604
Annual Salaries of Active Members $1,047,240,382 $985,642,223

Annual Retirement Allowances for
Retired Members and Beneficiaries $160,709,084 $145,936,961

2. Assets and Liabilities

Actuarial Value of Assets $1,594,383,373 $1,442,408,751
Unfunded Actuarial Liability $3,177,024,392 $2,590,848,538
Market Value of Assets $1,634,257,822 $1,428,708,354
Unfunded Accrued Liability $1,487,610,939 $1,393,541,823
Accrued Benefit Funding Ratio 52.35% 50.62%

3. Contribution Results as a Percent of Payroll
(composite rate for all State Employees and Teachers)**

Normal Cost 6.37% 6.39%
Unfunded Actuarial Liability 14.05% 11.55%
Disability 1.29% 1.49%
Survivor Benefits 0.28% 0.27%
Accidental Death 0.10% 0.10%
Total 22.09% 19.80%

* Excludes participating local districts
**Excludes Old System Teachers and charges for retiree health insurance and administrative expenses.
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SUMMARY OF PRINCIPAL RESULTS

TEACHERS (MTRA)*

1. Participant Data

Number of:

Active Members
Retired Members and Beneficiaries
Vested Deferred Members

Annual Salaries of Active Members

Annual Retirement Allowances for
Retired Members and Beneficiaries

. Assets and Liabilities

Actuarial Value of Assets
Unfunded Actuarial Liability
Market Value of Assets
Unfunded Accrued Liability
Accrued Benefit Funding Ratio

. Contribution Results as a Percent of Payroll

Normal Cost

Unfunded Actuarial Liability
Disability

Survivor Benefits

Accidental Death

Total

* ; , o .
Excludes Old System Teachers and charges for retiree health insurance and administrative expenses.

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

June 30,1992 June 30, 1991
24,840 22,905

8,022 7,622

455 417
$605,506,450 $577,618,755
$83,040,884 $73,986,829
$1,071,461,635 $981,754,023
$1,895,838,972 $1,484,536,038
$1,095,055,988 $973,665,872
$719,165,634 $658,193,346
60.36% 59.67%

6.29% 6.29%

15.68% 12.48%

1.30% 1.50%

0.25% 0.23%

0.08% 0.08%

23.60% 20.58%

"%
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SUMMARY OF PRINCIPAL RESULTS

STATE REGULAR*

. Participant Data [une 30, 1992
Number of:
Active Members 14,250
Retired Members and Beneficiaries 8,052
Vested Deferred Members 180
Annual Salaries of Active Members $412,821,296
Annual Retirement Allowances for
Retired Members and Beneficiaries $63,701,205
. Assets and Liabilities
Actuarial Value of Assets $641,300,988
Unfunded Actuarial Liability $910,384,047
Market Value of Assets $655,422,895
Unfunded Accrued Liability $430,251,1828
Accrued Benefit Funding Ratio 60.37%
. Contribution Results as a Percent of Payroll
(State Portion only)*
Normal Cost 591%
Unfunded Actuarial Liability 11.04%
Disability 1.30%
Survivor Benefits 0.32%
Accidental Death 12
Total 18.69%
* Excludes eight special groups and charges for retiree health insurance and administrative expenses.
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June 30, 1991

14,658
7,894
179

$379,919,609

$59,169,745

$588,127,800
$742,616,195
$583,282,526
$402,817,113

59.15%

591%
9.49%
1.50%
0.33%
0.12%

17.35%
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ASSETS

In this section we present the value assigned to assets held by the System. These assets are valued on three different
bases: the book value, the market value, and the actuarial value.

Book Value of Assets

Table II-1 is a comparison, on a book value basis, of System assets as of June 30,1992, and June 30,1991, in total and
by investment category. Thebook valueis essentially the purchase price for equity investments and amortized value
for fixed income investments such as bonds.

Market Value of Assets

For accounting statement purposes, System assets are valued at current market values. Briefly stated, these values
represent the “snapshot” or “cash-out” value of System assets as of the valuation date. Inaddition, the market value
of assets provides a reference point for comparison purposes. Table II-2 presents both book value and market value
of total System assets by investment category as of June 30, 1992, and also shows the proportion of total assets by
investment category for market value.

Actuarial Value of Assets

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

As a consequence, actuarial valuations employ a technique for determining the actuarial value of assets which
dampens the swings in market value. The specific technique adopted sets the actuarial value of assets by the
following method:

Step 1: Determine the total yield on the investments of the System using the full investment return (including
capital gains) measured by the difference in the actuarial value of the assets at the beginning of the fiscal year just
ended and the market value of assets at the end of the year (11.96%).

Step 2: Calculate the excess of the yield determined in Step 1 over the expected yield for the same year according
to the actuarial assumptions. (11.96% - 8.00% = -3.96%)

Step 3: Calculate an adjusted rate equal to the expected rate plus one-third of the rate determined in step 2.
(8.00% +(1/3*3.96%)=9.32%)

Step 4: The actuarial value of assets used in this valuation equals theamount that would have existed if the actual
yield on the assets had been at the rate determined in Step 3.

Allocation by Group

Since retirement benefit costs are calculated separately for State employees, teachers and other special groups, total
assets (market and actuarial values) must be allocated to each of these groups. We have made this allocation as of
June 30, 1992, in proportion to System reserves (provided at book value). These are shown in Table II-3. The total
for each group has been further allocated between the Member Contribution Fund and the Retirement Allowance
Fund. The resulting allocations are shown in Tables II-4 and II-5.
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TABLE II-1
ASSET COMPARISON AT BOOK VALUE

Increase

Asset Category June 30, 1992 [une 30, 1991 (Decrease)

Bonds & Cash Equivalents $756,378,836 $681,366,256 $75,012,580

Stocks 1,125,987,807 1,041,317,071 84,670,736

Commingled Fund 185,214,703 167,956,087 17,258,616

Mortgages 0 48,568 (48,568)

Land & Buildings 2,505,687 2270512 128,175

Other Assets 7,592,411 11,147,509 (3,555,098)

Other Liabilities (6,892,911) (8,571,238) 1,678,327

TOTAL $2,070,786,533 $1,895,641,675 $175,144,768

TABLE II-2
BOOK AND MARKET VALUES BY ASSET CATEGORY

Market Value

Asset Category Book Value Market Value % to Total
Bonds $729,357,466 $828,571,857 33.72%

Cash Equivalents $27,021,370 $27,021,370 1.10

Stocks 1,125,987,807 $1,381,794,970 56.23

Commingled Funds 185,214,703 $216,810,684 8.82

Mortgages 0 $0 0.00

Land & Buildings 2,505,687 $2,301,000 0.09

Other Assets 7,592,411 7,592,411 0.31

Other Liabilities (6,892,911) (6,892,911) -0.28
TOTAL $2,070,786,533 $2,457,199,381 100.00%
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TABLE II-3

ALLOCATION OF BOOK VALUE OF ASSETS

Allocation to:
Member Retirement

Contribution Fund Allowance Fund
RETIREMENT RESERVES

State Employees $258,594,648 $387,788,651
MRTA Teacher $462,048,664 $474,739,095
Old System Teachers $0 ($216,386,499)
Judges $1,378,110 $10,183,590
Legislators $215,278 $912,707
Subtotal State $722,236,700 $657,237 544
Participating Districts $119,393,302 $377,774,647
Total $841,630,002 $1,035,012,191

COMMINGLED RESERVES
Disability $16,815,666 $128,986,493
Accidental Death $0 $6,191,800
Survivor Benefits %0 $42,150,381
Total $16,815,666 $177,328,674
TOTAL RESERVES $858,445,668 $1,212,340,865

TABLE II-4
ALLOCATION OF MARKET VALUE OF ASSETS
Allocation to:
Member Retirement
Contribution Fund Allowance Fund
RETIREMENT RESERVES

State Employees $258,594,648 $496,993,686
MRTA Teacher $462,048,664 $633,007,324
Old System Teachers 50 ($216,386,499)
Judges $1,378,110 $12,136,914
Legislators $215,278 $1,103,278
Subtotal State $722,236,700 $926,854,703
Participating Districts $119,393,302 $461,770,077
Total $841,630,002 $1,388,624,780

COMMINGLED RESERVES
Disability $16,815,666 $153,619,447
Accidental Death $0 $7,237,891
Survivor Benefits $0 $49,271,595
Total $16,815,666 $210,128,933
TOTAL RESERVES $858,445,668 $1,598,753,713

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

Total

$646,383,299
$936,787,759
(5216,386,499)
$11,561,700
$1,127,985
$1,379,474,244

$497,167,949
$1,876,642,193

$145,802,159
$6,191,800
$42,150,381

$194,144,340

$2,070,786,533

Total

$755,588,334
$1,095,055,988
($216,386,499)
$13,515,024
$1,318,556
$1,649,091,403

$581,163,379
$2,230,254,782

$170,435,113
$7,237,891
$49,271,595

A

$226,944,599

$2,457,199,381

47



’ =
S

RETIREMENT RESERVES
State Employees
MRTA Teacher
Old System Teacher
Judges
Legislators
Subtotal State

Participating Districts
Total

COMMINGLED RESERVES
Disability
Accidental Death
Survivor Benefits
Total

TOTAL RESERVES

TABLE II-5
ALLOCATION OF ACTUARIAL VALUE OF ASSETS

Allocation to:

48

Member Retirement
Contribution Fund Allowance Fund
$258,594,648 $480,713,589
$462,048,664 $609,412,971
50 ($216,386,499)
$1,378,110 $11,845,716
$215,278 $1,074,868
$722,236,700 $886,660,645
$119,393,302 $449,248,184
$841,630,002 $1,335,908,829
$16,815,666 $149,947,209
$0 $7,081,942

$0 $48,209,977
$16,815,666 $205,239,128
$858,445,668 $1,541,147,957

ACTUARIES' REPORT: MSRS—1992

Total

$739,308,237
$1,071,461,635
($216,386,499)
$13,223,826
$1,290,146
$1,608,897,345

$568,641,486
$2,177,538,831

$166,762,875
$7,081,942
$48,209,977

222,054,794

$2,399,593,625
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LIABILITIES

Actuarial Liabilities

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

Themethod used forthis valuationisreferred toas the “entry age normal actuarial costmethod.” Under this method,
alevel-percent-of-pay employer cost is determined which, along with member contributions, will pay for projected
benefits at retirement for a new entrant into the plan. Itis assumed applicable to all active plan members. The level
percent developed is called the normal cost rate and the product of that rate and payroll is the normal cost.

Theactuarial liability is that portion of the present value of projected benefits that will not be paid by future employer
normal costs or member contributions. The difference between this liability and funds accumulated as of the same
dateis referred to as the unfunded actuarial liability. If the employer’s contributions exceed the employer’s normal
cost for the year, after allowing for interest earned on the previous balance of the unfunded actuarial liability, this
liability will be reduced. Benefitimprovements, actuarial gains and losses, and changes in actuarial procedures will
also have an effect on the total actuarial liability and on the portion of it that is unfunded.

After the amount of the unfunded actuarial liability has been determined, a schedule of contributions is established
to amortize that amount over a given period. Effective with the 1987 valuation, a thirty year amortization period
wasadopted forthe Maine State Retirement System. Payments to fund theactuarial liability willbealevel percentage
of payroll.

In Table ITI-1 we have summarized the actuarial liabilities as of June 30, 1992, and the amounts that were unfunded.

TABLE III-1
ACTUARIAL LIABILITIES

State MTRA Old System All State
Employees Teachers Teachers Employees
1. Active employees
(a) Current accrued benefits $494 240,242 $898,372,260 %0 $1,392,612,502
(b) Future benefit accruals $1,024,814,157 $1,929,739,056 $0 $2,954 553,213
(c) Total active projected
benefits $1,519,054,399 $2,828,111,316 %0 $4,347,165,715
2. Inactive Employees $790,905,258 $915,849,362 $22,501,639 $1,729,256,259
3. Total Present Value of
Projected Benefits (1 + 2) $2,309,959,657 $3,743,960,678 $22,501,639 $6,076,421,974
4. Future Contributions $528,354,138 $776,660,071 %0 $1,305,014,209
5. Actuarial Liability
(3-4) $1,781,605,519 $2,967,300,607 $22,501,639 $4,771,407,765
6. Invested Assets
(Actuarial Value) $739,308,237 $1,071,461,635 ($216,386,499) $1,594,383,373
7. Unfunded Actuarial
Liability (5-6) $1,042,297,282 $1,895,838,972 $238,888,138 $3,177,024,392

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993
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Accounting Statement Information

ACTUARIES' REPORT: MSR5—1992

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

Statement No. 5 of the Governmental Accounting Standards Board, issued during 1986, establishes standards for
disclosure of pension information by public employee retirement systems and governmental employers in notes to
financial statementsand supplementary information. This statement specifies thata comparison of the present value
of accrued (accumulated) plan benefits with the value of plan assets must be provided by the System.

As directed by the above referenced accounting statements, the liabilities shown in Table I1I-2, Accrued Benefit
Liabilities, do not include any projections for future creditable service and pay increases. The liabilities shown in
Table I1I-3, GASB Disclosure, are based on current creditable service but include future pay projections.

Both present values of accrued benefits are determined assuming that the plan is ongoing and participants continue
to terminate employment, retire, etc. in accordance with the actuarial assumptions.
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TABLE III-2
ACCRUED BENEFIT LIABILITIES

State
Employees
Present Value of Accrued Benefits
(a) Employees terminated with
vested rights $5,155,613
(b) Retired employees $785,749,645
(c) Active employees $494,240,242
(d) Total $1,285,145,500
Invested Assets (Market Value) $755,588,333
Unfunded Present Value
of Accrued Benefits (1 -2) $529,557,167
Accrued Benefit Funding
Ratio 2/ 1) 58.0%

MTRA
Teachers

$13,909,684
$901,939,678
$898,372,260
$1,814,221,622

$1,095,055,988

$719,165,634

60.4%

Old System All State
Teachers Employees

$0 $19,065,297
$22,501,639  $1,710,190,962
$0  $1,392,612,502
$22,501,639  $3,121,868,761
($216,386,499)  $1,634,257,822
$238,888,138  $1,487,610,939
N/A 52.4%

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993



ACTUARIES' REPORT: MSRS—1992

1. Pension Benefit Obligation:
(a) Retirees and disabled
members, and beneficiaries,
currently receiving benefits
and vested deferred members
(b) Current Employees
(1) Accumulated employee
contributions including
allocated investment
earnings
(2) Employer-financed
vested
(3) Employer-financed
nonvested
(c) Total Pension Benefit
Obligation

2. Net Assets Available for
Benefits (at cost)

3. Untunded Pension Benefit
Obligation (not less than $0)

MSRS COMBINED ANNUAL REPORTS FOR 1992 & 1993

TABLE III-3

GASB DISCLOSURE
State MTRA
Emplovees Teachers
$790,905,258 $915,849,362
$258,594,648 $462,048,664
$202,652,005 $393,566,628
$375,371,312 $776,482,973
$1,627,523,223  $2,547,947,627
$646,383,300 $936,787,759
$981,139,923  $1,611,159,868

Old System

Teachers

$22,501,639

$0
$0
$0
$22,501,639

($216,386,499)

$238,888,138

All State
Employees

$1,729,256,259

$720,643,312
$596,218,633
$1,151,654,285
$4,197,972,489

$1,366,784,560

$2,831,187,929
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CONTRIBUTIONS

General Comments

Under established procedures, contribution rates based on this June 30, 1992, actuarial valuation will be used to
determine Fiscal Year 1994 State appropriations to the Maine State Retirement System. In this context, the term
"contribution rate" means the percentage which is applied to a particular active member payroll to determine the
actual contribution amount (i.e., in dollars) for the group.

Description of Rate Components

Except for ancillary benefits (disability, survivors” and accidental death benefits), the entry age normal method was
used to develop the contribution rates in this section. Under this funding method, as with most other actuarial
funding methods, a total contribution rate is determined which consists of two elements: the normal cost rate and
the unfunded actuarial liability rate. The contribution rates for ancillary benefits were determined separately using
a term cost method. These elements are described in more detail below.

Normal Cost Rate

For State employees, teachers (MTRA) and each special group, an individual entry age normal cost rate was
determined for a typical new entrant of each respective group. This rate was determined by taking the value, as of
age at entry into the plan, of the member’s projected future benefits, reducing it by the value of future member
contributions, and dividing it by the value, also as of the member’s entry age, of his expected future salary. The
normal cost rate, so determined separatel