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MSRS Web Site is Launched

TheMaine State Retirement Systemis pleased to announcetheinaugural launch of our new internet Web site. Located on
theinternet at www.msrs.org, the siteis designed to provide members, retirees, participating employers, and other interested
parties general information about membership in the Retirement System and a general understanding of the functions of the
MSRS.

Navigating through the site you will find information about Retirement System operations, benefits, retirement related
legiglation, publications, forms, lawsand rules, linksto other related sites, and alisting of frequently asked questions (FAQS)
with their answers.

TheM SRS publicationsthat are posted on our siteinclude member handbooks, newsletters, annual reports, and formsthat
are available for downloading. Publications and forms are provided in PDF (Portable Document Format) files and may be
accessed and printed by anyone with Adobe Acrobat® Reader® software. Adobe PDFisauniversal fileformat that preserves
all thefonts, formatting, graphics, and color of any source document regardless of the application and platform used to create
it. Thelatest version of Adobe Acrobat® Reader® software can be downloaded from the site at no cost.

Informationisalso provided about | egislation of interest to M SRSmembers. Specifically, therearelawsenactedin recent
legislative sessions back to the 1998 legidlative session. This legislation can assist you in staying current with changesin

Continued on page 4

A REMINDER: Three Trustees Reappointed
NEW TELEPHONE NUMBERS at to System Board
Maine State Retirement System! Since the mid-1980s, the Retirement System's Board of
Trustees has had astability of membership not often seen on
The new telephone numbers went into public boards or commissions that demand a significant
) commitment of time and effort of their members. The
effect in July. Please make note of them: accumulation of knowledgeand understanding that growsout

of its trustees' long service has been the bedrock for the

TELEPHONE: (207) 512-3100 ongoingtransformation of the Systemandall of itswork. The

recent reappoi ntmentsof threeof the System's Trusteesmean

that the bedrock of knowledge and understanding remain

FAX: (207) 512-3101 e o o
TTY: (207) 512-3102 David S. Wakelin of South Portland was reappointed to
the Board for a sixth consecutive three-year term. Mr.
Our 800-number remains the same: Wakelin came to the Board from service on the Monks
1-800-451-9800 Commission, established by theMaineL egislatureinthemid-

80s to analyze the condition and issues of the Retirement

(toll-free outside of Augusta, ME)

Continued on page 2
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Message from the Executive Director
Three different topics claim attention at the time this edition of our newsletter isbeing created.

Thefirst is corporate governance. "Governance” has to do with how an organization - a club, an agency, a business, a
government - definesitsresponsibilitiesand assignsaccountability. " Corporate” governance hasto do with responsibility and
accountability intheworld of business. Asexampl e after example of failed responsibility and accountability isuncovered, it
has become clear that "corporate governance” in the world of U. S. companies whose stocks and bonds trade in the public
investment marketsissomethingtobevery worried about. Evenif they had nolarger effects, thesefailuresof ethicsandinstances
of greed would be deeply offensive. But they are more than just individuals failures. They are evidence of something
fundamentally disturbed in the operation of our public financial markets.

Our market systemiscalled a"free" market, butitisinfact astructured system of agreementsand understandingsthat are
intended to ensure that it functionsin aparticular way. Some of the understandings and agreements are as straightforward as
the deal that is struck when an investor buys a share of stock. Other understandings and agreements are embodied in the

Trustees continued from page 1

System and recommend solutionsfor problemsfound. The
work of the Commission made it clear that major changes
were absolutely necessary. Mr. Wakelin has worked ever
since to make change happen.

CatherineR. Sullivan of Portland and John S. Eldridge,
I11 of Brunswick were first appointed to the Board in 1999
and 2000, respectively. Ms. Sullivan, ateacher and school
administrator for 37 years, was re-appointed for a second
three-year term to the seat that brings to the Board the
perspectiveof the System'sretired teacher constituency. Like
al of the State's public school teachers, she was herself a
System member, and she cameto the Board with arange of
experience and participation in organizations with public
responsibilities. Inadditiontotheseparate sphereof herrole
asatrustee, she continuesto be active on matters of educa-
tion.

John Eldridge holdsthe seat that brings the perspective
and experienceof theparticipatinglocal district worldtothe
Board. Mr. Eldridge was first appointed to complete the
unexpired current term of his predecessor, who had been a
trusteefor 11 years. Inthatinitial appointment Mr. Eldridge
served for two yearsand wasthereafter reappointed to afull
three-year term. Mr. Eldridge is Finance Director for the
Town of Brunswick, aposition hehasheldfor 12 years. His
career hasbeenin publicadministration and hehasservedin
various capacitiesin state and national professional organi-
zations.

The other appointed trustees are John Kimball of Nor-
way, who hasbeenatrusteefor 13years; Peter L eslieof Cape
Elizabeth, a trustee for four years; George Burgoyne of
Bangor, a trustee for 13 years;, and Eunice Mercier of
Augusta, atrustee for ten years. As State Treasurer, Dale
McCormick isatrusteefor the two-year term for which the
Treasurer is elected; sheisin her second two-year term.

standards and rules of the formal regulatory system -
the Securities and Exchange Commission, the stock
exchanges, thefinancial accounting bodies, therequire-
ments of the relevant laws. All of the understandings
and agreements stand on the same foundation: trust.
Without trust, the free market system cannot exist.

L et'sgo back tothestraightforward basic deal: the
investor andthecompany. "1 will giveyoutheuseof this
money," saystheinvestor, "if you will oneday giveit
and more back to me." "l will do that,” says the
company, giving the investor information to demon-
strate that it can and will. The investor has little
influence over how the company usesthe money, how
it goes about doing what it has said it can and will do.
For theinvestorsto bewilling to enter into the deal (as
in "we made a dea"), s/he has to be able to trust the
company.

If investors are to trust, companies have to be
trustworthy. Our market system hasakind of trustwor-
thiness checklist: acompany has to meet certain stan-
dardsand requirementsto even beinthepublicinvest-
ment markets; acompany hastoregularly providefull,
independently verified information on its operations
and financial status; a company's management has a
duty to operate the company in the interest of the
company's stockhol ders; a company's board of direc-
torshasto represent thestockhol dersin overseeing how
management operatesthecompany. Thesecheckpoints
of trustworthiness are the fundamentals of corporate
responsibility and accountability, that is, of corporate
governance. Of them, the duty of company manage-
ment and theduty of company directorsto stockholders
are the most important. Absent conviction that com-
pany management and company directors understand
and act ontheir duty to stockhol ders, investorshaveno
reason toinvest.

Investors, inother words, hold thecards. They can
play the hand by refusing to play - that is, by not
investing. And, they can play thehand by insisting that
the things that are supposed to ensure companies

Continued on page 6



Maine State Retirement News for Members, Retirees, and Employers (November 2002) 3

Impact of State Shutdown Days on Retirement

During thefiscal year that ends on June 30, 2003, as our state employee members are well aware, the State is slated
to have atotal of three shutdown days, also referred to as furlough days, as part of an overall strategy to cover a budget
deficit. Thefirst furlough day wasJuly 5, the second was October 11 and thethird isyet to be schedul ed by the Governor.
For most State empl oyees these furlough dayswill result in three days of no work and no pay.

For those nearing serviceretirement, however, theimplementation of thesefurlough daysmay haveanimpact on service
retirement benefitsin two areas:

1. Noservicecredit tofurlough daysif 30daysof unpaid leavehasalr eady been credited by theM SRS.

For M SRS purposes, furlough days are treated the same as any other unpaid leavetime. Becausethere
areno earningsonthosedays, there are al so no employer or empl oyee contributionsmadeto theM SRS
for thosedays. By statute, members continueto accrue M SRS servicecredit for up to 30 daysof unpaid
leavein agivenyear. However, if amember has already been credited with 30 days of unpaidleavein
agivencalendar year, orinaschool year for teachersin Stateinstitutions, heor shewill not accrue service
creditfor any of thethreeunpaid furlough days. Thismeansthat themember'sserviceretirement benefit
will bedlightly lessthanit woul d havebeen had therebeen nofurlough days. Inaddition, suchamember
will receivethree days|ess service credit than the member would otherwisereceive.

2.Slight reductionin averagefinal compensation (AFC)if afurlough day fallswithin oneof the* three
highest years’ of earnings.

The retirement benefit that a member receives is based, in part, on a member's three highest years
earnings. An averageisobtained by adding the three years of highest earnings and dividing by threeto
arrive at an average final compensation or AFC. One's earningsin the year in which there are furlough
dayswill bereduced by three days of pay. How thisimpactsthe benefit of aparticular member depends
on that member'sindividual circumstances. However, in general, amember who has afurlough day or
daysin ayear used to calculate the AFC can expect that hisor her AFC, and therefore benefit, will be
dightly lessthan it would otherwise be.

If you have questions about your particular circumstances, please contact our Retirement Services State Unit.

New Service Available to MSRS Members:
Rollovers of Tax-Deferred Funds

In the March 2002 issue of Retirement News we advised you that the Retirement System had recently amended its
policiesregarding theacceptanceof rolloverstotheM SRSdefined benefit planfrom other qualifiedretirement plans. New
federal tax lawshad expanded thetypesof plansfromwhichrolloverscouldbemade. A rollover isatransfer of tax-deferred
("pre-tax™) fundsfrom one qualified retirement plan to another, generally without taxes or tax penalties. Fundsfrom the
following types of qualified tax-deferred plans can be rolled over to the MSRS: 401(a), 401(k), Governmental 457(b),
403(b), and Non-Roth IRAs (Individual Retirement Accounts).

Theonly circumstanceinwhichthe System acceptsarollover isasapayment for the purchase of M SRSservicecredit.
Therefore, inorder for youtoroll qualified fundsto the System, you must haveligible serviceavail ableto purchase. The
MSRS can provide information about what types of service credit are available for purchase or what the eligibility
reguirements arefor making apurchase. Please notethat the rollover amount cannot exceed the amount duetothe M SRS
for your service credit purchase, and that roll overs cannot be made after M SRS service retirement is effective.

Continued on page 5
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Information Update for PLD Members
in the Consolidated Plan

The September 2001 and May 2002 issues of the Retirement
Newsincluded updates of |egislation enacted by the 120th Legisla-
ture. Asnotedinthoseissuesof thenewsl etter, therelevant new laws
could not be applied to membersof the Participating Local District
(PLD) Consolidated Planuntil suchtimethat the Advisory Commit-
teethat isresponsiblefor thedesign of the Consolidated Plan el ected
tomaodify the plan accordingly. The Advisory Committee hassince
met and recommended to the MSRS Board of Trustees that the
Consolidated Plan, viaamendment to the M SRS rule, be modified
toincludeall relevant legisl ativechanges. Atits September meeting,
theBoardformally adoptedthosechangesand concluded arulemaking
proceeding that amended Chapter 803 (" Participating L ocal District
Consolidated Retirement Plan"). The new provisions of the rule
went into effect on September 28, 2002.

Thespecificlegidativechanges, now part of Chapter 803 governing
the Consolidated Plan, arelisted below, aswell asabrief summary
of each change.

Chapter 114:  Providesan additional method by which members
may qualify to purchase military service credit.

Chapter 181: Establishesthe CPI-U asthe basis for cost-of-
living increases and amendsthe requirements
pertaining to continued M SRS service when
military service occurs during aperiod of mem-
bership.

Chapter 368: Expandsthe classification of employeesthat may
be covered by aspecial plan to include county
correctionsempl oyees.

Chapter 443: Increasesthe amount that some disability retirees
may earnwithout incurring areductioninbenefits.

Chapter 699: Repealsthe restoration to service provision cur-
rently in effect for certain retirees.

An expanded explanation of the changes can be found in the
previously mentioned issues of thisnewsletter. If youwouldlikea
copy of one of those issues, please let us know.

Web site continued from page 1

retirement related laws. In addition, we
feature a Frequently Asked Question
(FAQ) sectionthat providesabrief sum-
mary of the questions most frequently
asked by our members and answers to
thosequestions.

We have also included anumber of
links to Web sites maintained by other
entitiesthat we think may be of interest
for retirement planning purposes. We
havemadeit easy togotoancther entity's
siteand returnto your still-open MSRS
site.

If youarelookingfor specificinfor-
mationonour siteand arehavingtrouble
locating it, you can visit the site map.
Thismaplistseverything offered onour
site and is grouped by topic for easein
locating specificinformation.

We encourage you to visit our Web
site, whichisourfirst stepinamulti-step
process intended to bring to you infor-
mation and tools that can help you un-
derstand your benefits, stay current on
benefit changes, aswell asassist youin
retirement planning. Weintend towork
diligently to increase the information
and services we can provide to you on
this site. Your ideas for what would be
especialy useful to you are very wel-
comed.

VISIT US ONLINE!

Maine State Retirement Online
isintended to inform members,
retirees, employers, and the general
public of the functions and benefits
of the Retirement System. Included
are informative pages on MSRS
benefits, programs, downloadable
forms, and more!

Check us out at:

WWW.MmMSsrs.org
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MSRS Moves to Electronic Storage
of Membership Information

One of the major responsibilities of the MSRS is to receive and accurately preserve information about its members.
Amongthetypesof informationthat resideat the System are appli cationsfor membership, beneficiary designationsand payroll
information, including member contribution amounts, time worked and wages for each pay period. Thisinformationisall
eventually needed to makebenefit eligibility determinationsfor members.

Member recordsare maintained by the Systemintwo ways. The M SRS M embership Record Keeping System (MRKS)
isan el ectronicsystemthat housespayroll and other information pertinent toindividual members. Sincetheyear 2000, employer
payroll information has been processed into MRK S each month. A computerized back-up of the datain MRKSis prepared
daily.

Until recently, paper records of al non-payroll-related documents (e.g. applications) were copied onto and stored on
microfiche. Additionally, payroll information that pre-dates our MRK'S system is also stored on microfiche. Microficheis
obsoleteand theimplementation of adigital imaging system hasbeenintheplanning stagesfor many months. Wehaverecently
begun to convert microfiche and all incoming paper documents into electronic images. MSRSwill ultimately integrate the
imaging system.

We are especially pleased to be underway with the imaging project since, as many of you may know, in April afire
destroyed storage spacerented by theM SRSin Manchester, Maine. Thewarehouse spaceand all itscontentswereatotal |oss.
Thewarehouse was used by the System to store back-up paper files, and some office supplies and office furniture. Whileall
of the original member documentsthat were stored at the warehouse had previously been copied onto microfiche maintained
at the System's main officein Augusta, nonethel ess the fire did leave us with some members records on microfiche that now
have no backup copy. Therefore our imaging project has become all the more critical in that it will fill this gap.

Electronic storage of membership information will provide greater safety and security in storing both original and
duplicate copies of critical documents. It also will improve the staff's access to member information for the purpose of
responding to member inquiries and processing retirement applicationsin atimely manner. You can rest assured that MSRS
istaking every precaution to make certain that your retirement records are stored safely and securely for the long term.

Rollovers continued from page 3

In order to initiate a rollover, you
must first verify that you are eligible to
purchase MSRS service credit. If we
determine that you are eligible, we will
guote you the cost for the purchase. If,
uponrecei pt of theinformation about the
cost, you areinterested in arollover asa
payment method, you may request a
Rollover Request/Certification Form.
This form will require that your Plan
Administrator certify that your fundsare
eligiblefor distribution to the MSRS. In
addition, your current Plan Administra-
tor may require you to complete forms
specific to your Plan.

Directionsfor completing thistrans-
action can be found on the Certification
Form.

COLA Set at 1.1% As Law Requires

At itsmeeting in August, the M SRS Board of Trustees adopted a cost-of-
living adjustment (COLA) of 1.1% to be added to the benefits of all COLA-
eligible M SRS benefit reci pients, effective with benefitsto be paid in Septem-
ber 2002.

The COLA rate, by state statute, must be set at the amount of the change
in the Consumer Price Index for All Urban Consumers (CPI-U) for the 12-
month period preceding each June 30.

State employee and teacher benefit recipients whose normal retirement
ageis60areeligibletoreceiveacost-of-living adjustment (COLA) inthefirst
September after having beenretired for at east 12 months. For example, if you
retired on or before September 1, 2001, you received a COLA in September
2002; if you retired as of October 1, 2001, you will receive a COLA in
September 2003. If, however, your normal retirement age is 62, you are not
eligible to receive a COLA until at least 12 months after you reach age 62.

PL D benefit recipientswho are covered by aretirement plan that includes
the COLA provision are eligible to receive a COLA thefirst September after
having been retired for at least six months. For example, if you retired on or
before March 1, 2002, you received a COLA in September 2002. If you are
unsure if your district hasa COLA provision, check with your payroll office
or the PLD Unit of the Retirement System.
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Executive Director’s Message continued from page 1

trustworthiness are actually worth something. In this game - the serious
gameinwhichpublicfinancial marketsareat stake- institutional investors
arevery important players. "I nstitutional investors' areorgani zationsthat
invest funds on behalf of groups of individuals.

Public retirement systems are one kind of institutional investor. The
Retirement Systemisthat kind of institutional investor: itinvestsfundsas
an organization on behalf of each and all of itsindividual members and
retirees, that is, on behalf of you. There are several hundred public
retirement systemsinour country. Eachissignificantindividually because
of thenumbersof peopleand amountsof investment dollarsit represents.
They are far more significant when they work and act together on issues
of shared concerns. Public retirement systems aren't new to corporate
governance concerns. They have worked for years on many of the
problemsthat haverecently becomeimpossibletoignore. Becauseof their
long and focused work, they have been ableto be effective with the SEC,
the New York Stock Exchange and the Congress to change some of the
basic rules of the investment markets: standards and requirements for
being a public company; requirements to disclose details of financial
matters, i ncluding compensation; legal requirementsand standardsfor the
auditing of publiccompanies. And, by their very nature, publicretirement
systemsrepresent others- members, retirees, employers, taxpayers-inall
aspectsof their work. They can speak knowledgeably to corporate boards
and corporate managements about the duties and responsibilities of
representing others.

Withitsfellow publicretirement systems, the Retirement System- its
trustees and its staff - worked on the fundamental corporate governance
issues. With itsfellows, the System will continue to work on them.

Fiscal year 2002 was a year of negative investment return for the
System. | am surethat that will come asno surprise. The System's assets
areinvestedintheU.S. andinternational equity andfixedincomemarkets.
For the second year in arow, the marketsdeclined and thereforethevalue
of the System'sassetsdeclined. Thenegative 7.5% return at June 30, 2002
was slightly better than the negative 7.8% return at June 30, 2001.

Thelast two years areimportant; their effectswill befelt for several
years. Neverthel ess, it remai nsimportant toremember that the Retirement
Systemisavery longterminvestor. Any one- or two-year period hastotake
itsplacein afar longer time frame. Here is one such frame: over the last
ten fiscal years, including the losses of 2001 and 2002, the value of the
System'’s assets has increased by an average of $400 million per year.

Finally, our new Web site. | know that some of our members and
retireesthinkit'soverdue. Asfor us, we'reglad to haveaweb presenceand,
to be honest, we think we've gotten there in just about the right order of
priorities. Visit us there! You'll find our site has the basic Web site
characteristics: lots of information, described and laid out to be readily
usable, gettableat al hours of theday and night. Infuture, it will become
interactive, able to do thingsin addition to being an information source.
Someof thekey interactivity - for example, abenefitsestimator - isclosely
related to our automation proj ect, asthe necessary dataand processesare
very similar. Again, visit usat www.msrs.org! And let usknow what you

think! /( Z% o

ExecutiveDirector

MSRS Contact Information

SPECIALIZED MSRSUNITS

For State Employee, Legislative
or Judicial Members:
(207) 512-3158

For Teacher Members:
(207) 512-3159

For Participating Local
District (PLD) Members:
(207) 512-3247

OTHER PROGRAMS

Group Life Insurance:
(207) 512-3244

Disahility:
(207) 512-3170

All other inquiries should be made
to the following main numbers:

Main: (207) 512-3100
Toll-Free: 1-800-451-9800
Fax: (207) 512-3101
TTY: (207) 512-3102

Maine State Retirement System

Retirement News

Published by:  Maine State Retirement System
46 State House Station
Augusta, ME 04333-0046

Executive Director: Kay R. H. Evans
Chief Deputy Executive Director: Gail Drake Wright
Editor: Robert L. Drury

Retirement News is intended to provide timely
information about the M SRSto members, employersand
retirees. For themost compl eteand up-to-dateinformation,
please contact an MSRS representative. The contents
should not be considered the basis of any contractual
rights between the M SRS and its members. The official
wording of thelaws of Mainewill govern.

TheMaine State Retirement System doesnot discriminate
against peoplewithdisabilitiesinitsprograms, activities,
and employment. Retirement News can bemadeavailable
inalternativeformats. If you have such arequest, please
contact the CommunicationsUnit.



