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Dear Chairs Rosen and Flood, and Members of the Committee:
Members of the Joint Standing Committee on Appropriations and Financial Affairs asked
several questions in response to a briefing about State Employee and Teacher Retirement
Program (State/ Teacher Plan) costs by our office on February 16, 2011. Several more questions
were asked in response to a series of public hearings about State/ Teacher Plan costs on March
2-4,2011. This letter responds to those questions.
- Questions and responses are ordered consistent with the draft Report on Pension Costs to the
Legislature of the State of Maine provided to Committee members on February 16, 2011.
Report Section I - Understanding the State / Teacher Plan
Question: What are the number of State employees and teachers by age, years of service, and pre-cliff
vs. post-cliff?
STATE EMPLOYEES
State Employees Tier 1 (Pre-Cliff Age 60 Retirement)
Age | Under 510 154,14 151019 20024 251020 0 351039 403 | g
Service 4 9 34 up
Under 25 0 0 0 0 0 0 0 0 0 0
25t0 29 0 0 0 0 0 0 0 0 0 0
30 to 34 0 0 0 0 0 0 0 0 0 0
35 to 39 0 0 0 0 0 0 0 0 0 0
40 to 44 0 0 0 0 0 0 0 0 0 0
45 to 49 0 0 0 0 0 51 15 0 0 66
50 to 54 0 0 0 0 0 115 272 23 0 410
55 to 59 0 0 0 0 0 79 287 156 18 540
60 to 64 0 0 0 0 0 44 99 920 70 303
65 to 69 0 0 0 0 0 9 25 18 23 75
70 and up 0 0 0 0 0 1 9 5 6 21
p— Total 0 0 0 0 0 299 707 292 117 1,415
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State Employees Tier 2 (Post-Cliff Age 62 Retirement)

Under 5to 10 to 15to 20 to 25 to 30to 35 to 40 and Totals
4 9 14 19 24 29 34 39 up

217 21 0 0 0 0 0 0 0 238
25 to 29 322 190 13 0 0 0 0 0 0 525
30to34 336 356 149 3 0 0 0 0 0 844
35t0 39 306 309 291 63 6 0 0 0 0 975
40to44 356 324 335 160 199 20 0 0 0 1,394
45 to 49 321 343 334 166 337 183 0 0 0 1,684
50 to 54 321 376 377 197 347 237 2 0 0 1,857
55 to 59 275 325 339 196 318 209 4 0 0 1,666
60 to 64 160 242 199 147 206 167 8 0 0 1,129
65 to 69 34 61 51 31 44 34 3 0 0 258
70 and up 4 11 18 6 12 6 0 0 0 57
Total 2,652 2,558 2,106 969 1,469 856 17 0 0 10,627

TEACHERS
Teachers Tier 1 (Pre-Cliff Age 60 Retirement)

Age . Under 5to 10 to 15to 20 to 25 to 30to 35to 40 and

Service 4 9 14 19 24 29 34 39 up
Under 25 0 0 0 0 0 0 0, 0 0
25 to 29 0 0 0 0 0 0 0 -0 0
30to 34 0 0 0 0 0 0 0 0 0
35 to 39 0 0 0 0 0 0 0 0 0
40 to0 44 0 0 0 0 0 0 0 0 0
45 to 49 0 0 0 0 0 58 7 0 0
50 to 54 0 0 0 0 0 446 514 7 0
55 to 59 0 0 0 0 0 230 1,045 511 6
60 to 64 0 0 0 0 0 141 352 588 147 1,228
65 to 69 0 0 0 0 0 31 69 34 58 192
70 and up 0 0 0 0 0 6 8 13 13 40
Total 0 0 0 0 0 912 1,995 1,153 224 4,284
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Teachers Tier 2 (Post-Cliff Age 62 Retirement)
Age Under 5to 10 to 15 to 20 to 25to 30to 35to 40 and Totals
Service 4 9 14 19 24 29 34 39 up
Under 25 236 34 0 0 0 0 0 0 0 270
25 to 29 905 833 47 0 0 0 0 0 0 1,785
30to34 523 1,004 861 33 0 0 0 0 0 2,421
35to 39 447 552 827 734 2 0 0 0 0 2,562
40 to 44 433 624 606 1,124 368 11 0 0 0 3,166
45 to 49 330 603 611 514 697 482 0 0 0 3,237
50 to 54 253 537 682 630 518 449 1 0 0 3,070
55 to 59 205 362 491 695 660 385 9 0 0 2,807
60 to 64 118 235 314 393 556 320 14 1 0 1,951
65 to 69 28 61 66 65 91 61 4 2 0 378
70 and up 11 15 28 13 13 11 0 0 0 91
Total 3,489 4,860 4,533 4,201 2,905 1,719 28 3 0 21,738
STATE EMPLOYEES AND TEACHERS COMBINED
State and Teacher Employees Tier 1 (Pre-Cliff Age 60 Retirement)
Age Under 5to 25 to 40 and
<rvice 4 9 10to14 15t019 20to24 29 30to34 35to39 up Totals
Under 25 0 0 0 0 0 0 0 0 0 0
25 to 29 0 0 0 0 0 0 0 0 0 0
30 to 34 0 0 0 0 0 0 0 0 0 0
35 to 39 0 0 0 0 0 0 0 0 0 0
40 to 44 0 0 0 0 0 0 0 0 0 0
45 to 49 0 0 0 0 0 109 22 0 0 131
50 to 54 0 0 0 0 0 561 786 30 0 1,377
55 to 59 0 0 0 0 0 309 1,332 667 24 2,332
60 to 64 0 0 0 0 0 185 451 678 217 1,531
65 to 69 0 0 0 0 0 40 21 52 81 267
70 and up 0 0 0 0 0 7 17 18 19 61
Total 0 0 0 0 0 1,211 2,702 1,445 341 5,699
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State and Teacher Employees Tier 2 (Post-Cliff Age 62 Retirement)
Age | Under 5to 1000 oy 09 201004 258 354034 350030 402 | Tops
ervice 4 9 14 29 up

Under 25 453 55 0 0 0 0 0 0 0 508
25to 29 1,227 1,023 60 0 0 0 0 0 0 2,310
30to 34 859 1,360 1,010 36 0 0 0 0 0 3,265
35t0 39 753 861 1,118 797 8 0 0 0 0 3,537
40 to 44 789 948 941 1,284 567 31 0 0 0 4,560
45 to 49 651 946 945 680 1,034 665 0 0 0 4,921
50 to 54 574 913 1,059 827 865 686 3 0 0 4,927
55 to 59 480 687 830 891 978 594 13 0 0 4,473
60 to 64 278 477 513 540 762 487 22 1 0 3,080
65 to 69 62 122 117 92 135 95 7 2 0 636
70 and up 15 26 46 19 25 17 0 0 0 148
Total 6,141 7418 6,639 5,170 4374 2,575 45 3 0] 32,365

Question: How do Tier 1 (Pre-Cliff) and Tier 2 (Post-Cliff) benefits compare side-by-side?

Plan and Benefit Provisions* Age 60 Plan** Age 62 Plan***
Normal Retirement Age 60 62
Vesting Period 5 years 5 years
Employee Contribution Rate 7.65% 7.65%
Age Reduction Factor per year for early 2.25%
retirement ’ 6%
Accrual Rate 2% 2%
Average Final Compensation 3 high years 3 high years
Cap on Earnable Compensation Yes Yes
Payment for up to 30 Days of Unused
Vacation/Sick Leave days included in Yes No
Earnable Compensation
Up to 90 Days Service Credit Yes Yes
for Unused and Unpaid Vacation/Sick Leave
Disability and Death Benefits Yes Yes
Nine Benefit Payment Options Yes Yes
Same as age 60 plan, but
Cost-of-Living Adjustment September following | member must be age 62 for
(COLA) 12 n}onﬂls of 12 fnont]'.ls priorto.
retirement becoming eligible for first
COLA increase.
Purchase of Service Yes Yes

*  Some differences for those with employer-paid contributions and those in Special Plans

** Ten or more years service on July 1, 1993
*#* Less than ten years service on July 1,1993




Letter to Appropriations Committee March 30, 2011
Response to Committee Questions Page 5

Question: What is the number of State employees who do not contribute anything or who contribute
1%-2% of earnable compensation to MainePERS?

There are three categories of State employee that don’t contribute anything or who contribute
1%-2% of earnable compensation to MainePERS: One is the confidential employee.
Confidentials are employees not eligible to join a union because of the jobs they are in. The
second category of employees is those in unions that have negotiated agreements to pay a lower
contribution with the employer paying the difference between the normal contribution rate and
the negotiated rate. The third category of employee is certain law enforcement employees (such
as game wardens and marine patrol officers) who were given these lower contribution rates by
legislation.

Any questions regarding these groups of employees should be directed to the Commissioner of
the Department of Administrative and Financial Services or the Director of the Bureau of
Human Resources.

The following information is provided by the Department of Administrative and Financial
Services, the Office of the State Controller:

Employee Group # of Employees
Confidential Units 1,002
Collective Bargaining Units

MSEA 158

AFSCME 1,050

Maine Law Enforcement Assoc 342

Maine State Troopers Assoc _ 286 1,837
TOTAL 2,839
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Question: What is the history of the UAL payments and what were the projections for future ‘\\
payments prior to the 2008 market downturn?

State/Teacher Plan Historical Plan Funding and Contribution Rates
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State/T eacher Plan Historical Plan Pre-2008 Market Downturn Pro]ectlons

State/Teacher Plan Historical Plan Post-2008 Market Downturn Projections
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Report Section II - Actions Affecting Plan Cost

IL.1.A - Basic Defined Benefit Formula

Question: How do the costs and benefits of the State /Teacher Plan compare to Social Security?

The most accurate way to compare the costs of the State/ Teacher Plan to the costs of Social
Security is by comparing normal costs, i.e. the present value of future pension benefits earned
by employees in the current year expressed in terms of percentage of payroll. UAL costs are not
useful for comparison to the pay-as-you-go Social Security system because UAL amortization
costs represent past payroll costs.

Employer Normal | Employee Normal
Plan Costs as a % or Costs as a % of Difference
Payroll Payroll
State/Teacher Plan 5.5% 7.65% 2.15%
Social Security 6.2% 6.2% -0-%
Difference (1.7)% 1.45%

Members of the State/ Teacher Plan do not participate in Social Security. Depending on the
number of years employees work for State/ Teacher Plan employers, they may or may not
receive an offset in their Social Security for their State/ Teacher Plan benefits earned. The
following chart compares various scenarios of length of service and final average compensation
in the State/ Teacher Plan to a Social Security benefit with and without a Social Security
Government Pension Offset.
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Comparlson of Social Security Benefits to State/Teacher Plan Benefits

$25,000 Average Final 850,000 Average Final $100,000 Average Final
_ Compensation Compensahon Compensahon
Scenario - State / il Social Security | state / Social Secunty _ State / Social Security
- ‘| Teacher : Teacher ‘Teacher
= With w/o _ With w/o - With wfo
£ e  Benefit | ofrset  Offset | Beneflt | offset Offset | Benefit | ofset  Offset
A -5 Years
State/Teacherand 20 | o, 550 | 7848 | $8796 | $5000 | $10,188 | $12,072 | $10,000 | $14,640 | $18,084
Years Social Security
Employment
B - 20 Years
State/Teacherand 51 o) 150 | 43490 | $6,876 | $20,000 | $5,160 | $8,604 | $40,000 | $8,628 | $12,072
Years Social Security
Employment
C - 25 Years
State/Teacher and -0-
12,000
YearsBocial Security $12,500 n/a n/a $25,000 n/a n/a $ n/a n/a
Employment
D - 25 Years Social
Security Employment n/a n/a $9,420 n/a n/a $13,764 n/a n/a $19,668
and -0- State/ Teacher
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1983-2010
MainePERS and Social Security Administration?

_4 BTN AR e 7 =
YEAR | MainePERS SSA YEAR | MainePERS |  SSA

T 2011 | TBD 0.0% 199 2.8% 2.6%
2010 0.0% 0.0% 1995 3.1% 2.8%
2009 0.0% 5.8% 1994 2.4% 2.6%
2008 4.0% 2.3% 1993 3.0% 3.0%
2007 2.7% 3.3% 1992 31% 3.7%
2006 4.0% 4.1% 1991 4.0% 5.4%
2005 2.5% 2.7% 1990 4.0% 4.7%
2004 3.3% 2.1% 1989 4.0% 4.0%
2003 2.1% 1.4% 1988 4.0% 4.2%
2002 1.1% 2.6% 1987 3.7% 1.3%
2001 3.2% 3.5% 1986 1.7% 3.1%
2000 3.9% 2.5% 1985 3.7% 3.5%
1999 1.9% 1.3% 1984 4.0% 3.5%
1998 1.5% 2.1% 1983 4.0% 7.4%
1997 2.1% 2.9%

1 The MainePERS COLA is effective September 1 each year and based on the change in the Consumer Price Index for
Urban Consumers (CPI-U) at June 30t. The Social Security Administration COLA is effective in January and based on
the change in the Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W) at September 30 of the

prior year.



