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11:30 —11:35a.m. 9. LITIGATION UPDATE John Nichols
11:35-11:55a.m. 10. RULEMAKING Nanette Ardry
e Public Hearings on Rules 103, 511,
and 803

11:55 a.m. ADJOURNMENT Brian Noyes




MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM

Minutes
Board of Trustees MainePERS
Board Meeting Portland
December 11, 2025 9:00 a.m.

The Board of Trustees met at One City Center, Portland, ME 04101 at 9:00 a.m. on December
11, 2025. Brian Noyes, Chair, presided. Other Trustees participating were: Dick Metivier, Vice
Chair; Joe Perry, State Treasurer; John Beliveau; Shirrin Blaisdell; Kirk Duplessis; Nick Fuller
Googins; and John Kimball. Joining the Trustees were Dr. Rebecca Wyke, Chief Executive
Officer; Michael Colleran, Chief Operating Officer and General Counsel; Chip Gavin, Chief
Services Officer; Monica Gorman, Secretary to the Board of Trustees; and John Nichols,
Assistant Attorney General and Board Counsel. The Board also was joined for select portions of
the meeting by James Bennett, Chief Investment Officer; Scott Lupkas, Deputy Chief Investment
Officer; Bill Brown, Director of Actuarial and Legislative Affairs; Nanette Ardry, Associate General
Counsel; Brian McDonnell, Cambridge Associates; William Greenwood and Peter Sung,
Albourne; George Bumeder, Cliffwater; Tim Steigelman, Chief, Professional/Financial Regulation
Division, Attorney General’s Office; and Bonnie Rightnour and Greg Reardon, Cheiron.

Brian Noyes called the meeting to order at 9:00 a.m. Joe Perry and Kirk Duplessis participated

through video remote access pursuant to 1 M.R.S. 8403-B, having been excused from in-person
attendance. All other Trustees attended in person.

CONSIDERATION OF THE CONSENT CALENDAR

The presiding officer called for consideration of the Consent Calendar. The action items on
the Consent Calendar were:

Minutes of November 13, 2025
Dismissal, Pomeroy Appeal

Decision, N.M. Appeal

Action. Shirrin Blaisdell made the motion, seconded by Dick Metivier, to approve the
Consent Calendar. Unanimously voted in favor by seven Trustees (Beliveau, Blaisdell,
Duplessis, Fuller Googins, Metivier, Noyes, and Perry).

PRIVATE MARKETS CONSULTING

Jim Bennett shared a recommendation with the Trustees to consolidate investment
consulting services for private market assets with a single advisor.

Action. Dick Metivier made the motion, seconded by John Beliveau, that MainePERS
expand its engagement with Albourne to include consulting services for the Private Equity
and Alternative Credit asset classes. Voted unanimously by seven Trustees (Beliveau,
Blaisdell, Duplessis, Fuller Googins, Metivier, Noyes, and Perry).

Brian Noyes thanked George Bumeder and Tom Lynch of Cliffwater for all the hard work over the
years.
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INVESTMENT REVIEW

Investment Monthly Review

Jim Bennett reported that as of November 30, 2025, the MainePERS fund had a preliminary
market value of $21.9 billion, the preliminary return for the month was 0.1%, and the
preliminary calendar year-to-date return was 10.4%.

PRIVATE MARKETS REVIEW

Private Markets Activity

Scott Lupkas reviewed the table of private market funds, co-investments, and continuation
vehicles that had closed during the past 12 months. He noted that no manager meeting is
scheduled for December. Scott also discussed with the Trustees that the Investment Team is
considering an investment in the Redwood Drawdown Fund IV. He indicated that further
details would be presented at a future meeting and answered questions from the Trustees.

QUARTERLY INVESTMENT EDUCATION

Jim Bennett presented the Quarterly Investment Education, which covered fossil fuel
exposures, divestment impacts, the rationale for our investment strategy, ESG impacts,
private prison exposures, and the 2026 Divestment Report. Jim answered questions from
the Trustees.

John Kimball arrived at 9:55 a.m.
Action. Dick Metivier made the motion, seconded by John Beliveau, to enter into
executive session pursuant to 1 M.R.S. 8405(6)(E) to consult with legal counsel
concerning the Board's legal rights and duties. Voted unanimously voted by eight
Trustees (Beliveau, Blaisdell, Duplessis, Fuller Googins, Kimball, Metivier, Noyes, and
Perry).

The Board moves out of executive session.

ESG REPORT AND POLICY REVIEW

Jim Bennett discussed with Trustees the 2025 ESG report, which included Board Policy 2.6,
that was reviewed by the Investment Team. No changes to Policy 2.6 were recommended.
Jim answered questions from the Trustees.

MaineSTART QUARTERLY REVIEW

Michael Colleran and Chip Gavin provided the Quarterly Report for the quarter ending
9/30/25. Chip stated an increase in participation continues. Jim Bennett reviewed and
discussed the changes being considered in the Vanguard Target Retirement Funds.
Michael, Chip, and Jim answered questions from the Trustees.
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FUNDING POLICY

Dr. Rebecca Wyke, Bonnie Rightnour, and Greg Reardon gave a presentation on the Board
Funding Policy, including options for further consideration related to plan maturity and
contribution rate stability. Dr. Wyke, Bonnie Rightnour, and Greg Reardon answered
guestions from the Trustees.

CEO REPORT

Dr. Rebecca Wyke stated the PAS project is on track for quality, scope, schedule, and
resources (budget).

Mission Moment — Artificial Intelligence

Joy Childs, Nanette Ardry, Valerie Scott, Chip Gavin, and Jim Bennett provided a
presentation on Atrtificial Intelligence, including safeguards adopted by MainePERS. They
covered training, permitted and prohibited uses, and potential opportunities. The group
answered questions from the Trustees.

MEMBER SERVICES, FINANCE, AND OPERATIONS REPORT

Chip Gavin shared the member portal hit a milestone with over 32,000 users and over 5,000
member updates. Michael Colleran stated the leaf wall project is expected to be completed
in January. He shared preparation, printing, and mailing of 1099-R forms have been
contracted out. Mike shared the GLI bill has been printed and referred to the Labor
Committee.

RULEMAKING UPDATE

Nanette Ardry stated amendments to three rules will be noticed in December: Rule Chapter
103 (Qualified Domestic Relations Orders); Rule Chapter 511 (Standards for Actively
Seeking Work); and Rule Chapter 803 (Participating Local District Consolidated Retirement
Plan).

LITIGATION UPDATE

John Nichols shared there were no new developments in the Clopper FOA matter or the
O’Bryon disability retirement appeal matter.

CEO EVALUATION

Action. John Kimball made the motion, seconded by Shirrin Blaisdell, that the Board
enter into executive session pursuant to 1 M.R.S. 8405(6)(A) to discuss evaluation of an
employee. Unanimously voted by eight Trustees (Beliveau, Blaisdell, Duplessis, Fuller
Googins, Kimball, Metivier, Noyes, and Perry).

The Board moved out of executive session.
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ADJOURNMENT

Brian Noyes adjourned the meeting at approximately 1:45 p.m.

1/8/26
Date Approved by the Board Dr. Rebecca M. Wyke, Chief Executive Officer

Date Signed





























































































































































































Maine Secretary of State

Board or Commission Annual Report
Covering calendar year 2025

BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
MONICA GORMAN, Clerk of the Board

P.O. BOX 349

139 CAPITOL STREET

AUGUSTA, ME 04332-0349

SOS Tracking #: 411
Title 5, Chapter 379: 5 MRSA § 12004-F, sub-8§ 9

Name of Person Completing the Report: MONICA GORMAN
Estimate of the number of hours that the Clerk spent working for the board or commission: 700.00

Date Report Filed: December 29, 2025

Is your board or commission active?: Yes
Did your board or commission meet in 2025?: Yes

Total number of meetings in 20257 12
Average number of members attending: 7.75
Average length of meeting: 3.79

Summary of the activities of the board or commission related to accomplishing its mission in 2025:

The MainePERS Board of Trustees met monthly to oversee the functions and operations of the System.



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

1 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 01/09/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 2.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $228.00

Funding Source: PRIVATE FUND: $228.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $443.40
Funding Source: PRIVATE FUND: $443.40

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

2 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 02/13/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 7 of 8
Length of meeting or other activity: 3.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $0.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $0.00

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

3 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 03/13/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 5.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $125.12

Funding Source: PRIVATE FUND: $125.12

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $379.66
Funding Source: PRIVATE FUND: $379.66

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

4 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 04/10/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 3.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $194.02

Funding Source: PRIVATE FUND: $194.02

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $312.94
Funding Source: PRIVATE FUND: $312.94

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

5 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 05/08/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 7 of 8
Length of meeting or other activity: 3.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $163.18

Funding Source: PRIVATE FUND: $163.18

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $507.90
Funding Source: PRIVATE FUND: $507.90

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$385.00

Funding Source: PRIVATE FUND: $385.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

6 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 06/12/2025
Location of meeting or other activity: PORTLAND, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 3.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $256.90

Funding Source: PRIVATE FUND: $256.90

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $627.80
Funding Source: PRIVATE FUND: $627.80

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

7 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 07/10/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 7 of 8
Length of meeting or other activity: 2.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $194.02

Funding Source: PRIVATE FUND: $194.02

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $358.10
Funding Source: PRIVATE FUND: $358.10

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$275.00

Funding Source: PRIVATE FUND: $275.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

8 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 08/14/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 4.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $255.42

Funding Source: PRIVATE FUND: $255.42

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $356.68
Funding Source: PRIVATE FUND: $356.68

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

9 - Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 09/11/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 5.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $163.18

Funding Source: PRIVATE FUND: $163.18

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $305.08
Funding Source: PRIVATE FUND: $305.08

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

10 -Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 10/09/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 2.50

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $163.18

Funding Source: PRIVATE FUND: $163.18

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $515.52
Funding Source: PRIVATE FUND: $515.52

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

11 -Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 11/13/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 5.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $232.62

Funding Source: PRIVATE FUND: $232.62

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $307.12
Funding Source: PRIVATE FUND: $307.12

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$385.00

Funding Source: PRIVATE FUND: $385.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Detailed Meeting Information for 2025

12 -Meeting or Other Activity
Description of meeting or other activity: BOARD OF TRUSTEES
Date of meeting or other activity: 12/11/2025
Location of meeting or other activity: PORTLAND, ME
Number of members attending: 8 of 8
Length of meeting or other activity: 5.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $183.22

Funding Source: PRIVATE FUND: $183.22

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $517.63
Funding Source: PRIVATE FUND: $517.63

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$330.00

Funding Source: PRIVATE FUND: $330.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00



411 - BOARD OF TRUSTEES, MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
Members of the Board or Commission as recorded in the Secretary of State's office as of the date of filing:

Seat 01

JOHN S. BELIVEAU

139 CAPITOL STREET, PO BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 03/18/2025

Expiration Date: 12/31/2027

Seat 02

BRIAN H. NOYES

139 CAPITOL STREET, PO BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 04/02/2024

Expiration Date: 12/31/2026

Seat 03

JOHN H. KIMBALL

139 CAPITOL STREET, P.O. BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 04/19/2023

Expiration Date: 12/31/2025

Seat 04

NICK FULLER GOGGINS

139 CAPITOL STREET, P.O. BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 09/01/2025

Expiration Date: 12/31/2026

Seat 05

KIRK B. DUPLESSIS

139 CAPITOL STREET, P.O. BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 01/31/2024

Expiration Date: 12/31/2026

Seat 06

RICHARD T. METIVIER

139 CAPITOL STREET, P.O. BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 04/19/2023

Expiration Date: 12/31/2025

Seat 07

SHIRRIN L. BLAISDELL

139 CAPITOL STREET, PO BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 03/18/2025

Expiration Date: 12/30/2027



Seat 08

JOSEPH C. PERRY

139 CAPITOL STREET, PO BOX 349, AUGUSTA, ME 04332-0349
Appointment Date: 01/08/2025

Expiration Date:

Total seats vacant as of December 31, 2025: 0



Maine Secretary of State

Board or Commission Annual Report
Covering calendar year 2025

PARTICIPATING LOCAL DISTRICT ADVISORY COMMITTEE
MONICA GORMAN, Clerk of the Board

P.O. BOX 349

139 CAPITOL STREET

AUGUSTA, ME 04332-0349

SOS Tracking #: 5051
Title 5, Chapter 379: 5 MRSA 8 12004-1, sub-§ 78-A

Name of Person Completing the Report: MONICA GORMAN
Estimate of the number of hours that the Clerk spent working for the board or commission: 40.00
Date Report Filed: December 29, 2025

Is your board or commission active?: Yes
Did your board or commission meet in 2025?: Yes

Total number of meetings in 2025?: 5
Average number of members attending: 9.40
Average length of meeting: 1.10

Summary of the activities of the board or commission related to accomplishing its mission in 2025:

The Participating Local District Advisory Committee met to review items related to the administration of
the PLD Consolidated Retirement Plan.



5051 - PARTICIPATING LOCAL DISTRICT ADVISORY COMMITTEE
Detailed Meeting Information for 2025

1 - Meeting or Other Activity
Description of meeting or other activity: PLD ADVISORY COMMITTEE
Date of meeting or other activity: 01/28/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 8 of 12
Length of meeting or other activity: 0.50

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$0.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $0.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $0.00

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00



5051 - PARTICIPATING LOCAL DISTRICT ADVISORY COMMITTEE
Detailed Meeting Information for 2025

2 - Meeting or Other Activity
Description of meeting or other activity: PLD ADVISORY COMMITTEE
Date of meeting or other activity: 04/29/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 10 of 12
Length of meeting or other activity: 1.00

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$55.00

Funding Source: PRIVATE FUND: $55.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $0.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $0.00

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00



5051 - PARTICIPATING LOCAL DISTRICT ADVISORY COMMITTEE
Detailed Meeting Information for 2025

3 - Meeting or Other Activity
Description of meeting or other activity: PLD ADVISORY COMMITTEE
Date of meeting or other activity: 06/10/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 9 of 12
Length of meeting or other activity: 0.50

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$55.00

Funding Source: PRIVATE FUND: $55.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $0.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $0.00

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00



5051 - PARTICIPATING LOCAL DISTRICT ADVISORY COMMITTEE
Detailed Meeting Information for 2025

4 - Meeting or Other Activity
Description of meeting or other activity: PLD ADVISORY COMMITTEE
Date of meeting or other activity: 07/29/2025
Location of meeting or other activity: AUGUSTA, ME
Number of members attending: 9 of 12
Length of meeting or other activity: 1.50

Total Per diem compensation received by board members for each meeting or other
activity of the board. This expense category includes per diem payments only.:
$55.00

Funding Source: PRIVATE FUND: $55.00

Total Expense related to the functioning of the board for public hearing costs for a
meeting or other activity of the board.: $0.00

Total Reimbursement to board members other than for per diem or expenses such as
a stipend.: $0.00

Total Expenses for which board members were reimbursed for each meeting or
other activity of the board. This expense category includes, but is not limited to,
mileage, lodging, tolls and meals and incidentals.: $0.00

Total Expense related to the functioning of the board for refreshment costs for a
meeting or other activity of the board.: $0.00

Total Expense related to the functioning of the board for facility rental costs for a
meeting or other activity of the board. This expense category may also include, but
is not limited to, the cost associated with internet connections, audio visual
equipment or telecommunication connections and equipment.: $0.00

Total Expense related to the functioning of the board for other expenses not
classified in 5 MRSA Section 12005-A, sub-section 6-A, paragraph D. This expense
category may include, but is not limited to, the cost of professional services. This
expense category (as well as the other expense categories) does NOT include State
employee (personal services) costs to support the board; this information does not
need to be reported.: $0.00
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l. Introduction

The MainePERS Board of Trustees adopted Policy 2.6 — Environmental, Social and Governance
Policy in January 2015 and subsequently amended this policy in May 2017 and November 2021.
This policy directs MainePERS staff to incorporate environmental, social and governance (ESG)
considerations into its investment decision-making and ongoing monitoring of investments.
Policy 2.6 is contained in Appendix A and has three broad areas of focus:

ESG: Maintaining Awareness
Directs staff to maintain awareness and knowledge of ESG considerations and to understand the
role these considerations play in investment valuation.

ESG: Investment Implementation

Directs staff to integrate ESG considerations when making investments and in the monitoring of
existing investments. It also directs staff to encourage governance structures providing
appropriate oversight in audit, risk management, and potential conflicts of interest, and to
encourage managers to employ sound ESG practices.

ESG: Transparency and Stakeholder Engagement
Directs staff to provide timely and transparent disclosures regarding ESG matters and be
accessible to, and engage with, relevant stakeholders.

1l. Investments at MainePERS

MainePERS’ approach to ESG implementation in investments varies by investment area due to
the nature of the assets and the specific approach taken when investing in different asset classes.
Broadly speaking, MainePERS’ strategic asset allocation includes three general categories — public
markets, risk diversifiers, and private markets. Policy weights by category are shown below:

Public Market Assets 45.0%
Risk Diversifiers 7.5%
Private Market Assets 47 5%

Public market investments include domestic and international equity, traditional credit, and U.S.
Government Securities. In broad terms, MainePERS employs a passive “buy the market”
approach for its investments in public markets, where the likelihood of generating
outperformance is low. This allows the System to earn market returns at very low cost while
maintaining a very high level of diversification. Since MainePERS does not make active
investment decisions based on the merits of individual securities within this asset class, ESG
implementation primarily occurs via proxy voting, where MainePERS encourages appropriate
ESG practices.
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In contrast, the System uses an active “beat the market” approach for other asset classes, where
it is reasonable to believe that an active approach will add value. Investment in Risk Diversifiers
are made via funds employing active strategies, primarily in public markets, managed by
investment managers acting as fiduciaries. These strategies are expected to have little
correlation to public markets and are intended to provide diversification away from growth
assets. ESG considerations within Risk Diversifiers typically focus on an analysis of the manager’s
ESG characteristics and practices.

Private market assets include infrastructure, private equity, alternative credit, natural
resources, and real estate. MainePERS invests private market assets by committing capital as a
limited partner to long-term private investment funds. The general partners (GP) of these funds
agree to serve as fiduciaries to MainePERS and have wide discretion in the sourcing, managing,
creating value, and timing of the acquisition and disposition of investments. MainePERS typically
partners with managers pursuing a generalist investment approach in their funds, which allows
the GP to direct capital into industries and sectors based on what it perceives as the most
attractive investments based on current market conditions and the long-term opportunity set.
Outcomes are driven by GP skill, and there is wide dispersion in performance across the universe
of private market managers. MainePERS’ investments in this area are made subsequent to
conducting due diligence on all aspects of the investments, including ESG considerations.

Illl. ESG: Maintaining Awareness

As discussed below, the MainePERS’ Investment Team is able to draw on a variety of resources
to maintain awareness of ESG-related investment considerations, including consultants, peer and
professional networks, and participation in broad-based as well as ESG-focused organizations.

ESG Awareness: Weekly Team Meetings

The full Investment Team meets in-person on a weekly basis and is joined virtually by the
System’s private market asset class consultants: Albourne and Cliffwater. These meetings are
focused on presentations and discussions related to all aspects of the current pipeline of
potential investments as well as discussion of existing investments and industry events and
trends. While meeting topics are generally not ESG-specific, ESG-related investment issues are
consistently considered as the merits of potential investments are presented and discussed.
Specific examples include:

e European Union (EU) Sustainable Finance Disclosure Regulation (SFDR) —discussion of the
requirements for compliance and potential impact on private market funds’ strategies

e Investment Team Briefings — each potential investment is presented to the Team during
early stages of due diligence, and key investment aspects (including ESG-related aspects)
are presented and discussed

e Team debriefs — individual team members will brief the full group on topics and issues of
general interest, including items arising in recent meetings with managers and peers.

e Consultant discussion of ESG integration into investment due diligence

2|Page



ESG Awareness: Professional Networks and Organizations

The investment team has access to ESG-related resources from both broad-based professional
organizations such as the CFA Institute and CAIA (Chartered Alternative Investment Analyst)
Association as well as via System membership in ESG-focused organizations such as the Coalition
for Environmentally Responsible Economies (Ceres) and the Thirty Percent Coalition. Many of
these organizations produce research and guidance specifically related to ESG considerations in
investments including private market investments. Examples of activities and materials related
to professional networks and organizations include:

e The CFA Institute’s Certificate in Climate Risk, Valuation, and Investing. Two investment
team members completed this certificate during the year.

e MainePERS is a member of the CAIA Association, a leading organization in the education
of alternative investments. The CAIA Association is also a thought leader with respect to
ESG trends and developments and offers a variety of materials and events to assist
members.

e MainePERS is a member of the Institutional Limited Partners Association (ILPA), an
organization dedicated to advancing the interests of Limited Partners through education,
research, and advocacy. Team members attend events both in-person and virtually, and
the organization provides substantial ESG-related resources.

e MainePERS isamember of Ceres, a nonprofit group that works with institutional investors
to promote investment sustainability. The group produces sustainability-related reports
and tools and hosts monthly calls to discuss topical issues.

V. ESG Considerations in Investments

MainePERS takes a universal approach to integration of ESG principles, with implementation
varying by asset class. The below sections highlight this integration.

Public Market Investments

As noted above, MainePERS takes a passive “buy the market” approach to investing in public
markets. Such “indexing” allows the System to earn market returns at low cost while maintaining
a high level of diversification. This approach does not involve evaluating the investment merits
(ESG or otherwise) of individual securities and results in MainePERS owning small minority stakes
in thousands of individual companies with limited ability to influence any particular organization.
That said, the MainePERS Investment Team selectively engages companies where we believe
engagement can have meaningful impact related to encouraging good governance.

The MainePERS Investment Team believes that being an active owner and making our voice
heard by voting of proxies of publicly traded companies has economic value and can serve to
reduce portfolio risk. Proxies are the vehicle by which boards of directors are elected, bylaws are
changed, and other actions in which owners are involved are accomplished. In conjunction with
our proxy agent, Glass Lewis, MainePERS typically votes on approximately 11,000 individual
management and shareholder proxy items each year. During the most recent fiscal year,

3|Page


https://www.cfainstitute.org/programs/climate-investing-self-paced
https://caia.org/content/environmental-social-governance
https://ilpa.org/esg/

MainePERS voted in favor of 50% of shareholder proposals and voted against management’s
recommendations concerning shareholder proposals in 62% of cases.

Specifically, MainePERS engaged with 16 companies prior to casting our proxy vote on specific
governance items. In these cases, we communicated to the companies our thinking regarding
governance best practices and informed the company of our intention to vote our proxy contrary
to management’s recommendation. Each of these 16 letters supported shareholder proposals
regarding an “Independent Board Chair” in order to provide objective oversight and unique, but
value-added insights.

Risk Diversifiers

Investments in MainePERS’ Risk Diversifier allocation are intended to provide diversification
away from growth assets such as equities. Within this allocation, ESG considerations typically
arise in the course of conducting manager-level due diligence, rather than strategy-specific due
diligence. ESG characteristics reviewed as part of manager-level due diligence include a review
of the manager’s history, SEC filings, involvement in legal actions, and potential for MainePERS
to suffer reputational harm as a result of engaging with the manager. The ownership structure of
the manager is considered, as well as the manager’s own ESG practices and policies.

Private Market Investments

MainePERS invests in a number of private “alternative” asset classes, including infrastructure,
private equity, alternative credit, natural resources, and real estate. Prior to investing with any
particular private asset manager, the MainePERS Investment Team completes a thorough due
diligence process. This process is designed to assist the Team in the identification and monitoring
of risk factors, including ESG-specific risks, and includes a review of a prospective manager’s
internal ESG policy.

Governance and labor practices are crucial concerns in the due diligence process. Appropriate
governance and alignment of interests is a prerequisite for any MainePERS investment. We also
consider labor practices of both the fund and the companies they manage. The due diligence
process provides the Investment Team with a road map of strengths and weaknesses that allows
it to make an informed investment recommendation to the Board of Trustees.

Our holistic approach means we rarely make an investment decision based on a single issue (ESG-
related or otherwise). Bringing all these factors into consideration, MainePERS looks to partner
with asset managers that operate in an environmentally responsible manner, foster a fair and
meritocratic work environment, and provide responsible corporate citizenship. Our Investment
Team also believes that conducting due diligence into the ESG practices of potential managers is
itself an important act and in many cases serves to alert managers to a need to improve their ESG
practices and disclosures. The improvements to ESG practices are beginning to take root, and we
have noticed an increasing number of managers incorporating ESG-related issues such as climate
risk into investment decisions each year.
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Encouraging Managers

As discussed above, part of MainePERS’ due diligence process includes a review of a prospective
manager’s integration of ESG considerations into investment due diligence. Not surprisingly, the
number of managers explicitly incorporating ESG factors into investment decisions has risen over
time as institutional investors such as MainePERS include ESG analysis as part of investment due
diligence. One quantifiable measure of this is the number of managers that have signed onto the
Principles for Responsible Investing (PRI), a United Nations (UN)-supported effort that works with
investors and asset managers around the world. PRI signatories commit to incorporating ESG
issues into investment analysis and asset ownership as well as appropriate levels of ESG-related
disclosures. As shown below, the number of managers in the MainePERS portfolio that have
signed on to these Principles for Responsible Investing has grown steadily over time. As of fiscal
year end 2025, 62 (out of 89 total) of MainePERS’ managers, with investment responsibility for
88% of assets, were PRI signatories.

MainePERS Investment Managers
Principles for Responsible Investing (PRI) Signatories by Year
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In 2021 the European Commission (EC) began requiring funds marketed to EU investors to
provide transparency related to their integration of sustainability considerations into the
investment decision making process. Specifically, the EC’s Sustainable Finance Disclosure
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Regulation (SFDR) requires managers to classify fund offerings based on the degree to which
certain ESG factors are emphasized:

Classification Description
Article 6 Fund describes processes for consideration of sustainability risks, but does not
have explicit sustainability-linked characteristics

Article 8 Fund identifies and promotes environmental or social characteristics

Article 9 Fund establishes one or more objectives related to sustainable investing or a
reduction in carbon emissions

Through the end of fiscal year 2025, MainePERS committed $2.4B to 31 funds subject to SFDR
reporting requirements. Of these, 13 are classified as Article 6 funds, with the remaining 18
(representing 66% of dollar commitments) classified as either Article 8 or 9.

V. ESG: Transparency and Stakeholder Engagement

MainePERS, as an organization, strives to be transparent and willing to engage with stakeholders
as appropriate. With respect to the System’s investments in general, and ESG-related topics
specifically, this commitment to transparency is evidenced by the materials available on the
System’s website:

e System policies, including
o Policy 2.1 — Investment Policy Statement
o Policy 2.6 — Environmental, Social and Governance Policy
o Policy 2.7 — Engagement

e System reports, including
o Annual Comprehensive Financial Reports
o Annual ESG and Divestment Reports
o Monthly Investment Reviews prepared for each month’s Trustee meeting

e Detailed lists of investment holdings

e Summary and detailed proxy voting reports

Stakeholders, both individuals and organizations, frequently contact MainePERS regarding ESG-
related investment issues. These inquiries range from simple requests for information to meeting
requests related to particular issues. In many cases these inquiries lead to the Investment Team
holding discussions with individual managers to fully understand the issues raised by
stakeholders and, as warranted, result in Trustee notification and discussion. MainePERS’ CEO
met with representatives of MSEA-SEIU Local 1989 in May 2025 to discuss the group’s concerns
related to Tesla’s management. MainePERS provided the group with a high-level overview of the
System’s approach to investing in public equities such as Tesla, discussed the Board’s
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Engagement Policy and approach to proxy voting, and reviewed the votes cast by the System at
Tesla’s 2024 annual meeting.

VI. ESG Metrics

The development and reporting of ESG-related metrics remains nascent, and such metrics are
primarily available only for publicly listed companies. In this section we provide metrics for the
public equity portion of MainePERS’ portfolio. We hope to expand this reporting in future years
as these metrics become available for additional asset classes.

As discussed earlier, MainePERS employs an indexing approach to its public equity investments.
This approach allows MainePERS to obtain broad exposure to global stock markets at very low
cost. By “buying the market,” MainePERS is invested in the shares of over 5,000 companies
spread across 50 developed and emerging markets. As a result, the characteristics of MainePERS’
equity holdings mirror those of the benchmarks that the portfolio tracks. For example, the U.S.
equity portion of the portfolio is indexed to the Russell 3000 Index. This means that the features
and characteristics of MainePERS’ U.S. equity holdings closely match those of the index.

The below table contains commonly available environmental metrics for those global equity
benchmarks to which the MainePERS’ equity portfolio is indexed.

Russell 3000 MSCI All Country World

Index Index ex U.S.
MSCI ESG Rating! (AAA-CCC) A AA
MSCI ESG Quality Score? (0-10) 6.2 7.2
Emissions Intensity? 95 152

(1) Details available at https://www.msci.com/our-solutions/esg-investing/esg-fund-ratings-climate-search-tool

(2) Annual tons of CO2 equivalent emissions per $1m revenue.
MSCI ESG Ratings:

AA (Leader): The Fund is exposed to companies that tend to show strong and/or improving management of
financially relevent ESG issues. These companies may be more resilient to disruptions arising from ESG events.

A (Average): The Fund is exposed to companies that tend to show average management of ESG issues, or a mix of
companies with above-average and below-average ESG risk management.
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APPENDIX A

Governance Manual
MainePERS Board of Trustees

Board Responsibilities - Investments and Administration

2.6 - Environmental, Social and Governance Policy
Date Adopted: January 8, 2015

Date Amended: May 11, 2017; November 18, 2021

Policy

The MainePERS Board of Trustees considers material environmental, social, and governance
(ESG) risks and value creation opportunities critical for inclusion in its due diligence and
ongoing monitoring of investments subject to its fiduciary duties, constitutional requirements and
in accordance with laws and regulations. The MainePERS Board of Trustees directs the Chief
Executive Officer and MainePERS Investment Team to incorporate ESG considerations into all
investments considered or made by MainePERS following the adoption date of this policy, and
to examine opportunities for ESG integration in existing investments.

MainePERS acknowledges that it will not always be feasible to ensure a particular investment’s
integration of ESG considerations, especially in cases where MainePERS is a minority owner
and has limited ability to influence the organization. In these cases, the MainePERS Investment
Team shall engage organizations with which it currently invests to strongly consider relevant
ESG-related issues. In addition, MainePERS will consider its ability to influence ESG
considerations when weighing prospective investments.

The MainePERS Board of Trustees shall annually review implementation of this policy and
update or revise this policy as appropriate.

This policy shall also apply to investment consultants hired by MainePERS to provide guidance
on investment due diligence matters.

Statutory/Legal Provisions

e Me. Const. art. IX&§ 18
¢ 5M.R.S.§§ 1957, 17102 and 17103

Roles and Responsibilities

The Chief Executive Officer shall ensure that the MainePERS Investment Team integrates this
policy into the investment due diligence process. The MainePERS Chief Investment Officer and
Deputy Chief Investment Officer shall ensure that material ESG issues are continually reviewed,
revised and integrated by the investment team in the due diligence process. A report describing
the implementation of this policy, including recommendations for updates or revisions to this
policy, will be provided to the Trustees at the December Board meeting each year. The report
must also include commonly available environmental performance metrics on the environmental
effects of MainePERS’ investments.

WWW.mainepers.org Page | 1 Environmental, Social & Governance


http://www.mainelegislature.org/legis/statutes/5/title5sec1957-1.html
https://www.maine.gov/legis/const/#a9
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Governance Manual
MainePERS Board of Trustees

ESG Due Diligence

MainePERS believes that organizations that understand the benefit of and openly practice
sound environmental, social and governance business practices create strong business models
and investment opportunities. Consistent with its fiduciary duties, constitutional requirements
and in accordance with laws and regulations, MainePERS shall:

1.

Maintain awareness of new and existing key ESG considerations and their impact on
investment valuation, and update the due diligence process used to identify material
ESG issues accordingly.

Examine and understand each potential or existing investment’s material ESG risk
exposure and use this knowledge when evaluating potential investments and during the
duration of investment ownership.

Be accessible to, and engage with, relevant stakeholders.

Encourage and support the adoption and implementation of sound environmental, social,
and governance practices by companies and managers in which MainePERS invests.

Encourage governance structures that provide appropriate levels of oversight in the
areas of audit, risk management, and potential conflicts of interest.

Encourage MainePERS investments, and MainePERS business partners to commit to
aligning their operations and strategies with the United Nations Global Compact’s
principles regarding human rights, labor, environment, and anti-corruption.

Provide timely and transparent information accessible by stakeholders on the matters
addressed in this policy.

WWW.mainepers.org Page | 2 Environmental, Social & Governance



APPENDIX B

Governance Manual
MainePERS Board of Trustees

Board Responsibilities - Investments and Administration

2.7 - Engagement
Date Adopted: February 11, 2016

Date Amended: October 11, 2018; November 18, 2021; November 14, 2024

Policy

MainePERS is the fiduciary for funds it is assigned to manage. MainePERS shall be a good
steward for the funds entrusted to it, managing and investing these funds as a “prudent investor”
in accordance with the “exclusive benefit rule” and the laws and Constitution of the State of
Maine. MainePERS shall also promote the long-term success of companies with which the
System invests through engagement activities.

Statutory/Legal Provisions

e Me. Const. art. IX, § 18.

e 5MR.S.§§17102, 17103, 17435; 18-B M.R.S. § 801, et seq. (Maine Uniform Trust
Code); 18-B M.R.S. § 901, et seq. (Maine Uniform Prudent Investor Act).

e 5MR.S. §§ 17153(4).

e Restatement (Third) of Trusts § 78(1) (2007) (the “sole interest rule”).

e The Employee Retirement Income Security Act (“‘ERISA”), codified at 29 U.S.C. § 1002,
et seq., provides a description of the standard of care that applies to trustees of private
sector retirement plans. Although the System as a public retirement plan is not
specifically governed by the fiduciary duty standard set forth in ERISA, courts will often
consider the standard set forth in ERISA when addressing public pension plan issues.
Under ERISA, a fiduciary must act with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person (expert) acting in a like capacity
would act. This statutory standard is derived from the common law of trusts, which is
applicable in the State of Maine.

Engagement

Engagement is encouraging long-term success and growth of publicly traded companies with
whom MainePERS invests through activities such as:

e Direct engagement
e Participating in or sponsoring shareholder litigation
e Proxy voting
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Direct Engagement

MainePERS will maintain a direct engagement effort consistent with the need for and resources
available to encourage the publicly traded companies in its portfolio to achieve long term growth
and success, balancing the long term focus of good stewardship with the short term challenges
the company faces. Direct engagement opportunities may be based on continuous monitoring
of its investments including investment analysis, trade publications, trade organizations, or
coordination with other institutional investors.

Direct engagement includes written and oral communication to companies, including attending
shareholder meetings and sponsoring shareholder resolutions in unusual circumstances.

Shareholder Litigation

MainePERS will participate in shareholder litigation only to the extent that participation is likely
to benefit MainePERS members as pension beneficiaries. MainePERS generally will not
assume the role of lead plaintiff in a securities class action unless no other investor with
interests similar to MainePERS and sufficient resources to support the litigation is willing to
serve as lead plaintiff and the System otherwise will lose the benefit of the litigation to members.

Proxy Voting

MainePERS will vote its proxies in the best interests of its members as pension beneficiaries.
This will generally mean focusing on good stewardship by the companies with which
MainePERS invests, including:

¢ Voting to optimize each company’s value to shareholders, balancing the long-term focus
of good stewardship with the short-term challenges the company faces. Good
stewardship includes establishment of effective governance and management practices,
responsibility to employee and customer welfare, and responsibility to the environment;

e When there is a conflict between long- and short-term interests, voting shall be in favor
of proposals that maximize shareholder control consistent with effective business
operations of the company;

e Refraining from voting to further the interests of any group other than the best interests
of MainePERS members as pension beneficiaries.

The MainePERS Investment Team shall create, maintain, and update general guidelines
consistent with these principles in the following areas:

o Management resolutions
o Elections of officers
o Ratification of auditors
o Governance structure and shareholder rights
o Compensation
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e Shareholder proposals
o Environment
o Social matters
o Governance
o Compensation
e Mergers and proxy contests

The Chief Executive Officer and Chief Investment Officer are responsible for ensuring that proxy
voting is performed according to these principles across the System’s Public Equity holdings in
a cost effective manner. The MainePERS Investment Team shall monitor proxy voting across
the System’s holdings and report at least annually to the Board of Trustees.
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Board Responsibilities - Investment Policy for Defined Benefit Plans
2.1 - Investment Policy Statement
Date Adopted: June 9, 2016

Date Amended: November 10, 2016; May 11, 2017; June 8, 2017; September 14, 2017;
December 14, 2017; November 12, 2020; January 14, 2021; May 12, 2022; February 9, 2023;
March 14, 2024

Policy

The Board of Trustees of the Maine Public Employees Retirement System is authorized and
responsible for administering defined benefit retirement programs at the State and local levels.
The Board carries out this responsibility by adopting investment objectives and establishing an
investment program through which the policy is implemented. In the case of conflicts, this policy
statement supersedes previous policies and actions by the Board.

This policy covers the investment management of the assets of the following defined benefit
programs administered by the Board:

e Legislative Retirement Program;

e Judicial Retirement Program;

e State Employee and Teacher Retirement Program, which includes State employees and
public school members; and

e Participating Local District Retirement Program, which includes retirement plans of
withdrawn participating local districts and the Consolidated Plan for Participating Local
Districts.

Collectively, the assets of these programs are referred to as the DB Plan Assets. Statutes allow
for the pooling of the DB Plan Assets for the purpose of investment. Pooling provides significant
efficiencies. Because the relevant characteristics of the DB plans are sufficiently similar, all the
DB Plan Assets are pooled for investment.

Statutory/Legal Provisions

e Me. Const. art. IX, § 18.

e 5MR.S. §§ 1957-1958 (divestment statutes)

e 5MR.S.§§17102, 17103, 17435; 18-B M.R.S. § 801, et seq. (Maine Uniform Trust
Code); 18-B M.R.S. § 901, et seq. (Maine Uniform Prudent Investor Act).

e 5MR.S. §§ 17153(4).

e Restatement (Third) of Trusts § 78(1) (2007) (the “sole interest rule”).

e Restatement (Third) of Trusts formally permits, and in some cases requires, the
delegation of investment decisions from trustees to internal staff or external agents with
the necessary skills and knowledge.
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e The Employee Retirement Income Security Act (‘ERISA”), codified at 29 U.S.C. § 1002,
et seq., provides a description of the standard of care that applies to trustees of private
sector retirement plans. Although the System as a public retirement plan is not
specifically governed by the fiduciary duty standard set forth in ERISA, courts will often
consider the standard set forth in ERISA when addressing public pension plan issues.
Under ERISA, a fiduciary must act with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person (expert) acting in a like capacity
would act. This statutory standard is derived from the common law of trusts, which is
applicable in the State of Maine.

Resources

The Board of Trustees implements this investment policy in coordination with:

e in-house investment professionals (the “Investment Team”), with experience, authority
and responsibility to implement the investment policy and administer investment
operations;

e consultants, with appropriate expertise, to assist the Board and the Investment Team;

e investment managers, selected individually and collectively to reflect and implement the
investment policy, having full discretion within policy and contractual limits to manage
assets allocated to them;

e custodians qualified to carry out recordkeeping, reporting, measurement and custodial
functions; and

e other advisors that the Board deems appropriate and necessary

The Investment Team shall oversee the processes by which Custodians, Consultants, and other
Advisors are hired, evaluated, and terminated, and shall work with the General Counsel on the
terms of contracts of engagement.

At least every five years, the Investment Team will evaluate the performance and contract terms
of all such service providers and make a recommendation to the Board as to whether or not a
search process for new providers and/or renegotiation of terms be initiated.

Investment Objectives

MainePERS’ investment objectives balance the System’s twin goals of generating investment
returns (to ensure growth of the trust funds) and minimizing investment risks (loss of capital and
cash flow shortfalls). The Board recognizes and accepts that these goals are in opposition, and
that a trade-off exists between expected risk and return. The Board balances these goals by
seeking to optimize portfolio returns consistent with an established targeted portfolio risk level.
Additionally, by optimizing investment returns on trust assets, rather than attempting to
maximize them, the Board seeks to maintain contribution rate and funding level volatility at
acceptable levels that have been determined from time to time during strategic asset allocation
planning and asset/liability reviews.
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Strategic Asset Allocation and Rebalancing

The Investment Team and Board consultants shall annually review long-term capital market
expectations and existing asset class allocations with Trustees. The Board shall review, and
when strategically appropriate, approve recommended changes to the existing strategic asset
classes, target weights, and ranges for implementation by the Investment Team. (See Appendix

1)

The specified policy weight ranges define minimum and maximum acceptable weights for each
asset class. (See Appendix 2) The Investment Team shall maintain asset class weights within
target ranges, subject to considerations such as transactions costs and the unique
characteristics of private market investments, by reallocating capital within existing strategies
and investments. The Investment Team will provide Trustees with reports showing the fund’s
current asset allocation at least monthly, and report on rebalancing activity quarterly.

Portfolio Risk Management

The primary method of controlling risk shall be the selection of the strategic asset allocation and
asset class target weights within the allocation. (See Appendix 1) Combined with long term
capital market expectations, these policy weights define a portfolio with a specific level of risk.

The Chief Investment Officer shall develop a risk strategy for managing assets within the Board
approved strategic asset allocation. The risk strategy will specify practices and procedures for
the measurement and management of portfolio risk, including the provision of a portfolio risk
report to the Board at least quarterly. (See Appendix 3)

Nothing in the risk strategy shall override the Asset Classes, Policy Weights and Ranges
described in Appendix 1.

Performance Objectives and Benchmarks

The Board acknowledges that benchmarks provide insight into fund and asset class
performance, but are not necessarily guides for changing asset allocations or fund managers.
The rate of return earned by fund assets will be measured against a policy benchmark
comprised of the asset class benchmarks. (See Appendix 4) Returns earned by individual
managers will be compared with a benchmark index appropriate to each manager’s investment
approach.

For performance evaluation purposes, all rates of return will be measured net of the deduction
of investment management fees.

During a period of transition from one asset allocation to another, certain transitional allocations
to appropriate benchmarks are permitted.
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Investment Implementation

The Investment Team shall implement the investment policy, subject to Board guidelines:

o Exposure to publicly traded equity securities is expected to be obtained passively and
with weightings substantially similar to those of the benchmarks specified in Appendix 4.
Any exceptions must be approved by the Board.

¢ Investments within each Asset Class should be consistent with the Asset Class
definitions provided in Appendix 1.

Environmental, Social, and Governance; Engagement

In performing due diligence and monitoring activities, the Board and the Investment Team shall
comply with Board Policy 2.6, Environmental, Social and Governance Policy; and Board Policy
2.7, Engagement.

Investment Manager Selection and Allocation Process

MainePERS invests through external investment managers, who are charged to act as
fiduciaries, and allocates fund assets among them in accordance with the strategic asset
allocation. The Investment Team identifies, performs due diligence on, and recommends
investment managers and allocations to the Board. The Investment Team also monitors
performance and recommends retention and termination decisions to the Board. The Board
retains final authority for manager selection, retention and termination decisions.

Managers are selected and retained on the basis of an evaluation that establishes sufficient
confidence that the manager will improve the return and risk of the investment program. If and
when the Investment Team and/or consultant(s) identify an investment manager that they
believe will improve the investment program, the Investment Team will make a recommendation
to the Board of Trustees that the manager be hired. This recommendation will be accompanied
by an opinion by the investment consultant on this recommendation. The Board retains the final
authority to accept or reject such recommendations.

The Investment Team will prepare and present to the Board of Trustees selection criteria they
deem pertinent for each manager search and recommendation to hire. The Investment Team
will provide the Board with all the necessary information and analysis to enable an informed
decision. The Board may choose to interview the recommended manager or they may rely on
the Investment Team to conduct interviews.

Derivatives

In general, the use of derivatives is permitted provided that the purpose of the derivative is to
achieve an investment objective at lower cost and/or risk than would be the case with direct
investments in the underlying securities. The System may also invest in strategies which use
derivatives to obtain leverage. In all such cases, the use of derivatives must be disclosed to the
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Board prior to the Board’s approval, and the strategy must be structured so as to limit System
liability to the amount committed to the strategy.

Leverage

The System may invest in strategies in which managers have discretion to use leverage. The
use of leverage in any strategy must be disclosed to the Board prior to the Board’s approval,
and the strategy must be structured so as to limit System liability to the amount committed to the
strategy.

Fossil Fuel and Private Prison Investments

The System may invest in strategies providing managers with broad discretion in the selection
of investments. The potential for fossil fuel or for-profit prison investment must be disclosed to
the Board prior to the Board’s approval of a strategy. For those strategies likely to invest in
stocks, securities or other obligations of fossil fuel or for-profit prison assets, disclosures will
include a description of the expected role of such investments in the proposed strategy and
discussion of the process leading to the selection of the strategy.

On an annual basis, the Board will be provided with a report summarizing the System’s fossil
fuel and for-profit prison investments. This report will include a discussion of the actual and
expected changes in these exposures, and analysis of these exposures within the context of the
divestment statutes, 5 M.R.S. §§ 1957 and 1958.

Hedging

The Board has reviewed the benefits and risks associated with foreign currency exposures. As
a general rule the Board has chosen not to hedge currency at the portfolio level. Unless
otherwise directed asset managers will have discretion to hedge investments under their
management as they deem most beneficial to their mandate.

Co-Investments and Continuation Vehicles

The System may co-invest alongside private market funds in which the System is a current
investor and may invest in continuation vehicles within the guidelines set forth in Appendix 5
without further Board approval. A continuation vehicle is a fund established by the general
partner of an existing private market fund that is in the later stages of its life to receive one or
more portfolio companies from the existing fund to provide the opportunity for limited partners to
remain invested in the companies.
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Transaction Costs and Brokerage

The Board of Trustees expects investment managers, in their capacity as fiduciaries, to manage
transaction costs in the best interests of the System as an investor. To enable the managers to
fulfill this fiduciary duty, it is the Board’s policy not to be party to directed brokerage programs.

Securities Lending

The System may participate in a securities lending program either directly through its separately
managed portfolios or indirectly through its investments in pooled vehicles. In each case, the
securities lending program must focus on low risk, as opposed to maximization of returns. All
DB Plan Assets are available for securities lending.

Monitoring

The Board relies on the Investment Team and the investment consultant(s) to continuously
monitor the investment program and to report to the Board as outlined below.

¢ the Investment Team and investment consultant(s) provide comprehensive periodic
reports on the entire investment program, including asset allocation, performance of
each component relative to benchmarks, attribution analysis, and commentary.

e the Investment Team and investment consultant(s) monitor changes and developments
at investment managers and at custodian(s) on an ongoing basis and report significant
changes or events with recommended actions as needed.

Emergency Measures

Immediate action may be taken beyond the bounds of this policy under extraordinary
circumstances and in order to preserve the best interests of the plans’ participants by
unanimous decision of the following:

o The Chair, or in the Chair’s absence, Vice Chair of the Board

o The Chief Executive Officer, or in the Chief Executive Officer’'s absence, the Chief
Operating Officer and General Counsel

o The Chief Investment Officer, or in the Chief Investment Officer's absence, Deputy
Chief Investment Officer, or in the absence of both of them, the general investment
consultant

Any such action must be reported to the Board of Trustees at the earliest opportunity.
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Board Responsibilities — Investment Policy

Appendix 1: Asset Classes, Policy Weights and Ranges
Date Adopted: June 9, 2016

Date Amended: June 8, 2017; September 14, 2017; January 14, 2021; May 12, 2022

The System’s assets are invested across nine Asset Classes that play four distinct Roles in the
overall Fund. The Trustees define these Roles and Asset Classes and set target policy weights
and ranges below.

Weights
Minimum Policy Maximum
GROWTH 35% 42.5% 55%
Public Equity 20% 30% 40%
Private Equit 5% 12.5% 20%
IURSKONERSFERSMN o  75%  125%
HARD ASSETS 15% 25% 35%
Real Estate 5% 10% 15%
Infrastructure 5% 10% 15%
Natural Resources 0% 5% 10%
CREDIT 5% 15% 20%
Traditional Credit 0% 5% 10%
Alternative Credit 0% 10% 15%
MONETARY HEDGE 5% 10% 15%
US Government Securities 5% 10% 15%
Cash 0% 0% 10%

Asset Class Definitions

The below Asset Class definitions are simplified and are intended to convey the general
characteristics of investments held within each class. Some investment strategies involve
assets and securities that span multiple asset classes.

Public Equity

Investments in publicly-traded shares of companies. May include different classes of common
stock, shares of REITs, and MLPs.

Private Equity

Investments in non-publicly traded shares of companies. Investments are typically made via
private limited partnerships, and may include both equity and debt securities.
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Risk Diversifiers

Investments typically made through private funds that generally invest in listed assets such as
stocks, bonds, and commodities, via strategies that are expected to have little correlation with
declining or rising stock markets.

Real Estate
Investments providing direct exposure Real Estate, including investments through private funds.
Infrastructure

Investments typically made through private funds that generally invest in assets that meet most
or all of the following criteria: provide essential public services, possess monopoly-like
characteristics, provide long term contracted cash flows, and bear limited volumetric and price
risk.

Natural Resources

Investments in private funds that generally invest in businesses focused on natural resources
such as timberland, agriculture, and mining. Private energy investments will generally be
included in Private Equity, rather than Natural Resources.

Traditional Credit

Investments in investment-grade debt instruments that are not issued by the U.S. Government.
Such debt may or may not be registered for sale to the general public.

Alternative Credit

Investments in debt instruments issued by non-investment grade and unrated entities. This may
include, but is not limited to high yield debt, bank loans, structured debt, and asset-backed debt.
Alternative credit investments are expected to pay or accrue periodic interest and to return
principal at maturity. Distressed debt and other debt or yield-oriented securities that include
equity-like exposures are considered Private Equity, not Alternative Credit.

Monetary Hedges

Investments in debt instruments issued by the U.S. Government, including nominal Treasury
securities and Treasury Inflation Protected Securities (TIPS), held in approximately equal
proportions.
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Roles in the Overall Fund

Each of the above asset classes fills a specific Role in the overall portfolio. These Roles are
defined below.

Growth Assets

Growth Assets are intended to reduce the system’s funding needs in the long term by
appreciating in value. Growth Assets possess inherently higher expected returns than other
asset classes. Growth Assets also have higher expected volatility than other asset classes, and
are expected to increase funding volatility in the short run.

Risk Diversifiers

Risk Diversifiers are investments that primarily derive their return from alpha (or active manager
skill) as opposed to market directionality. Risk Diversifiers are expected to provide significant
risk diversification benefits away from Growth Assets.

Hard Assets

Investments in the Hard Assets category provide exposure to long-lived “real” assets, such as
real estate, timber, agricultural, and infrastructure assets. Expected return levels of Hard Assets
are lower than those of Growth Assets, and a substantial portion of such returns is expected to
come from ongoing cash flows. Hard Assets are expected to provide inflation protection, to
have low correlation with Growth Assets, and to provide diversification benefits.

Credit Assets

Credit investments provide capital to end-users via loans and the purchase of debt securities.
Such investments provide for contractual returns (interest) and repayment of principal. Credit
investments possess lower risk and expected returns than equity investments, but have higher
risk and expected returns than monetary hedges. Credit investments are expected to provide
diversification away from Growth Assets.

Monetary Hedges

The role of Monetary Hedges in the portfolio is to provide liquidity and a safe harbor in times of
turbulence. These investments are cash and obligations of the U.S. Government, and are
considered to be free of default risk.
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Board Responsibilities — Investment Policy

Appendix 2: Rebalancing
Date Adopted: June 9, 2016

Date Amended: May 12, 2022; July 14, 2022

The Board has set target weights for each Asset Class and Role in Portfolio category in
Appendix 1, and delegates the management of asset class allocation to the Investment Team.
The Investment Team is expected to maintain asset class weights near target, subject to
considerations such as transactions costs and the unique funding and liquidity characteristics of
private market investments.

To this end, the Team is permitted to reallocate capital within existing strategies and
investments for rebalancing purposes. The Investment Team is expected to consider both Role
in Portfolio and Asset Class policy weights when rebalancing. The Team will provide Trustees
with reports showing the Fund’s current asset allocation at least monthly, and report on
rebalancing activity at least quarterly.

In the specific case of the System’s Risk Diversifier allocation, the Investment Team is permitted
to rebalance across existing managers and strategies, consistent with the goal of maintaining
diversification within the allocation. Rebalancing activity will be reported to Trustees at least
quarterly.
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Board Responsibilities — Investment Policy
Appendix 3: Risk Strategy

Date Adopted: June 9, 2016

Date Amended: New

While this Risk Strategy is in development the Chief Investment Officer shall rely on the
Strategic Asset Allocation and Rebalancing provisions of this policy to manage the Fund’s risk.

The Investment Team and the Board believe that this approach will deliver an appropriate
expected return with commensurate risk over a long term horizon. However they also recognize
that the portfolio’s realized risk will vary over time which may result in periods during which the
fund bears substantially higher risk than the System initially targeted.

In an effort to achieve more stable (less volatile) returns, the Investment Team will seek to
develop management tools and practices that they believe will be better able to keep the fund’s
risk in an acceptable range.

This Risk Strategy shall be updated from time to time by the Trustees to reflect
recommendations developed by the Chief Investment Officer.

Nothing in the Risk Strategy shall override the Asset Classes, Policy Weights and Ranges
described in Appendix 1.
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Board Responsibilities — Investment Policy
Appendix 4: Policy Benchmarks

Date Adopted: June 9, 2016

Date Amended: June 8, 2017, January 14, 2021, May 12, 2022

Asset Benchmark Weight
Total Public Equity Russell 3000 & MSCI ACWI ex-USA, based 30%
on ACWI weights
Private Equity Russell 3000 + 3% 12.5%
Diversifiers 0.3 Beta MSCI ACWI 7.5%
Real Estate NCREIF Property (lagged one quarter) 10%
Infrastructure CA Infrastructure Median 10%
Natural Resources CA Natural Resources Median 5%
Traditional Credit Barclays US Aggregate, ex Treasury 5%
Alternative Credit 50% BAML US HY Il + 50% S&P/LSTA US 10%
Leveraged Loan Index
U.S. Government 50% Bloomberg Barclays U.S. Government 10%

Securities

Bond Market Index + 50% Bloomberg U.S.
TIPS Index
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Board Responsibilities — Investment Policy

Appendix 5: Co-Investments and Continuation Vehicles
Date Adopted: May 12, 2022

Date Amended: March 14, 2024

Co-investments and investments in continuation vehicles are permitted within private market
asset classes, subject to the below guidelines.

Target Allocation 7.5% of total Fund.

This target is a subset of the total 47.5% allocation to private market
asset classes, and is not in addition to that allocation.

The 7.5% target includes investments in both co-investments and
continuation vehicles.

Asset Classes Co-investments and investments in continuation vehicles may be
made in each of the private market asset classes.

Discretion Investment Team has discretion to make co-investments and
investments in continuation vehicles, in consultation with the asset
class consultant.

Signatories The Chief Executive Officer, Chief Investment Officer, and General
Counsel are authorized as signatories to execute documents in
connection with co-investments and investments in continuation
vehicles.

Permissible Partners | Unless otherwise authorized, co-investments will only be made
alongside Funds in which the System is a current investor.

Unless otherwise authorized, investments in continuation vehicles
will only be made in cases where the vehicle is being formed to
continue ownership of assets being acquired from a fund in which
the System is a current investor.

Size Limits Unless otherwise authorized, maximum of $25m invested into any
single co-investment or continuation vehicle.

Unless otherwise authorized, maximum of $200m aggregate
continuation vehicle investment and co-investment in a single asset
class with any single General Partner.
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The Investment Team will provide additional reporting to Trustees
for those General Partners with more than $100m of aggregate
continuation vehicle investment and co-investment in any single
asset class.
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l. About MainePERS

Our Employers

Since 1942, the Maine Public Employees Retirement System (MainePERS) has partnered with
public employers to help their employees prepare for retirement. Our employers include the
State of Maine and 6 of its component units, as well as 234 local school districts and 335 other
participating local districts across the state.

Our Members

The System has over 170,000 individual members, which include active and retired teachers;
state, county, and municipal employees; legislators; judges; and others. Of these about a third
are active in MainePERS covered employment and a third are retirees or their beneficiaries,
currently receiving aggregate benefits in excess of $110 million per month. The remaining
members are inactive, having terminated their MainePERS covered employment and are either
eligible for a future benefit or a refund of their contributions.

Our Trustees

Responsibility for the operation of MainePERS rests with the System’s Board of Trustees. State
law specifies the composition of the eight-member Board, five of whom are MainePERS’
members. Two trustees are active members, one of whom is elected by the Maine Education
Association and one of whom is elected by the Maine State Employees Association. One trustee
is an active or retired member of the Participating Local District (PLD) Consolidated Plan
appointed by the governing body of the Maine Municipal Association. Four other trustees are
appointed by the Governor. Of these, one must be a retiree selected by the Governor from a list
of nominees submitted by the Maine Retired Teachers Association and one must be a retiree
selected from a list of nominees submitted by State and/or PLD retirees. The remaining two
appointees are direct gubernatorial appointments, both of whom must be qualified through
training or experience in investments, accounting, banking, insurance, or as actuaries. The eighth
trustee is the State Treasurer, who serves ex-officio.

Our Defined Benefit Plans

MainePERS administers four separate defined benefit plans: the State Employee and Teacher
Plan, the Judicial Plan, the Legislative Plan, and the PLD Consolidated Plan. The System also
administers retirement related benefits, including disability retirement, group life insurance,
survivor services, and a tax-deferred retirement savings program known as MaineSTART.

The defined benefit plans are the prevailing programs administered by MainePERS. These plans
provide a fixed, pre-established benefit for employees at retirement based on salary and years
of service. The basic funding equation for defined benefit plans provides that, over the long term,
contributions plus investment earnings must be equal to benefit obligations. While investment
market performance affects plan funding levels and funding requirements, it does not affect
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contractual benefit obligations owed to employees. The below chart demonstrates the
components of this equation and the role of investment earnings in meeting these obligations
over the last 30 years.

MainePERS Defined Benefit Plans
Fund Growth Since 1995

$50B
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$30B
$25B
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$15B
$10B $21.4B

$5B —

Starting Fund Value Contributions Investment Benefit Ending Fund Value*
(6/30/1995) Earnings Payments (6/30/2025)

*Includes total investable and bank account assets.

As noted in the chart, employer and employee contributions are not sufficient to meet the benefit
obligations. The System is heavily reliant on earnings from investments. To illustrate this point, in
fiscal year 2025 benefit payments for the defined benefit plans exceeded contributions by $453
million. Contributions from employers and employees totaled $895 million, while benefit
payments to retirees and beneficiaries totaled $1.35 billion.

Additionally, the aggregate funded status of the plans is currently 88% with an unfunded liability
of $2.3 billion, meaning the assets in the benefit trust fund are not sufficient to cover the full
pension liability. On three occasions Maine voters have approved constitutional amendments to
protect the integrity of the benefit trust fund. In 1962, by a 4 to 1 margin, voters ratified an
amendment to enshrine the “exclusive benefit rule” in the Constitution. In 1991, voters ratified
an amendment to protect the fund’s assets from diversion or deappropriation by the Legislature.
In 1995, voters again ratified an amendment to further protect the fund by addressing unfunded
liabilities and ensuring sound actuarial practices. Although not yet fully funded, the System’s
funded status has significantly improved since passage of the 1995 amendment.
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1. Executive Summary

Article IX, Section 18, of the Maine Constitution (Appendix A) establishes a fiduciary duty to hold,
invest, and disburse MainePERS’ pension trust funds solely in the best financial interest of the
members as pension recipients. In fulfilling its fiduciary obligations, the Board of Trustees owes
MainePERS’ members, retirees and beneficiaries a duty of loyalty —to follow the exclusive benefit
rule established in the Maine Constitution by acting solely in the interests of the members,
retirees, and beneficiaries as recipients of retirement or related benefits. This duty includes not
using the Board’s position of trust for personal gain or to advance other causes. The Board also
owes a duty of prudence. This requires the exercise of reasonable care, skill, and caution. In
making investment decisions, this requires considering the portfolio as a whole, the role each
investment plays in the portfolio, and diversification. Additionally, the Board may incur only costs
that are reasonable in relation to the trust property, the purposes of the trust and the skills of
the Board.

Public Law 2021, c. 231, An Act to Require the State to Divest Itself of Assets Invested in the Fossil
Fuel Industry (Appendix B), became effective on October 18, 2021. This divestment statute (5
M.R.S. § 1957) directs the Board of Trustees of the Maine Public Employees Retirement System to
refrain from future investment in fossil fuel companies and divest of any existing holdings by
January 1, 2026, subject to the limitation that these actions be achieved “in accordance with
sound investment criteria and consistent with fiduciary obligations.” Additionally, the divestment
statute requires MainePERS to report annually regarding the progress of divestment. This report
includes an update on the status of MainePERS’ fossil fuel investments as of June 30, 2025.

Following the enactment of Public Law 2021, c. 231, MainePERS expended considerable
resources and the better part of a year working diligently to implement the law by exploring the
financial implications of alternative strategies to avoid fossil fuel investments and the legal issues
guiding the fiduciary duty of the Board of Trustees in implementing the new law. Prior
Divestment Reports detail these efforts and may be found on our website at mainepers.org

During this time, MainePERS sought and received advice from the Office of the Attorney General
on how to interpret certain provisions of the fossil fuel divestment statute. The Office of the
Attorney General issued a letter dated December 8, 2022, (Appendix D). The letter states, in part:

The subject statutes do not affect the Board’s exercise of its fiduciary
duties. And they do not require the Board to either cease investing in or
divest such holdings unless sound investment criteria and fiduciary
obligations require such actions. Both statutes specifically condition
their directives on “accordance with sound investment criteria” and
“consisten[cy] with fiduciary obligations.” As such, they reiterate rather
than modify the Board’s fiduciary obligations as a trustee — both
constitutional and statutory.
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The letter also states:

The Board’s focus should remain on adhering to sound investment
criteria and fulfilling its fiduciary obligations. However, if the Board
encounters a situation where the application of sound investment
criteria and its fiduciary obligations neither favors nor disfavors either of
two potential investment options, the Board shall pursue the option that
more closely complies with the directives of [the divestment statutes].

MainePERS projects that over the course of the current decade our exposure to fossil fuels will
drop by more than half, from 8.1% in 2020 to 3.9% by 2028. MainePERS’ current exposure to
fossil fuels is 5.4%, down 2.7% since 2020. The exposure is diminishing because MainePERS has
made no commitments to private market investments with a fossil-fuel focus since 2017 and
expects the capital invested in these strategies will be returned by the end of the decade. At this
time, MainePERS does not believe further active divestment from fossil fuels would be in the best
financial interests of members as benefit recipients, as further action would conflict with both
the Trustees’ duty of loyalty and its duty of prudence to our members.

It is important to note the exposure to fossil fuels as reported here is based on values as of June
30, 2025 and reflects the definition of a fossil fuel company as outlined in 5 M.R.S. § 1957. This
definition is broad and in the public markets includes financial companies such as Berkshire
Hathaway, for which fossil fuel activities are a small part of overall operations, and utility
companies such as Nextera and Southern Company that are actively participating in the energy
transition. In addition, the fossil fuel exposures reported here include private market
investments where MainePERS provides the capital required to transition to lower-emissions
business practices, such as shifting the production of electricity from coal to natural gas.
Companies and investments such as these account for a meaningful portion of the System’s
overall exposure to fossil fuel assets.

While MainePERS’ exposure to fossil fuels is declining, its commitments to investments related
to the energy transition are ramping up. In the private markets, MainePERS’ investment
approach is focused on selecting managers best able to assist MainePERS in meeting its
obligations to members and this approach also includes an analysis of each manager’s approach
to responsible investing. MainePERS has committed over $1.6 billion to funds raised by managers
actively seeking to earn returns while incorporating sustainability and climate-related
considerations into their investment approach. Additionally, MainePERS projects that over the
next five years it will commit a further $1 billion to similar funds.

Additionally, consistent with the advice provided by the Office of the Attorney General,
MainePERS has revised its proxy voting practices to ensure that the System will vote in favor of
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proposals aligned with the goal of combatting climate change, and against proposals promoting
policies counter to that goal, in cases where the proposal is not expected to have a negative
impact on shareholder financial value (Appendix F).

1l. DIVESTMENT LEGISLATION

The 130™" Legislature enacted Public Law 2021, c. 231, An Act to Require the State to Divest Itself
of Assets Invested in the Fossil Fuel Industry, which became effective in October of 2021
(Appendix B). The divestment statute requires MainePERS to refrain from certain types of
investments and to divest of any existing holdings of these investments to the extent doing so
would be “in accordance with sound investment criteria and consistent with fiduciary
obligations.” The statute includes an exception for de minimis exposure and sets a January 1,
2026 target for completing divestment.

The investments covered by the divestment statute are “stocks, securities or other obligations of
any fossil fuel company or any subsidiary, affiliate or parent of any fossil fuel company.” PL 2021,
c. 231, 8§ 3. “Fossil fuel company” is defined as any company that:

e Isamong the 200 publicly traded companies with the largest fossil fuel reserves;

e Isamong the 30 largest public company owners in the world of coal-fired power plants;

e Has as its core business the construction or operation of fossil fuel infrastructure (e.g.,
wells, pipelines, refineries, power plants, storage tanks, export terminals);

e Has as its core business the exploration, extraction, refining, processing or distribution
of fossil fuels; or

e Receives more than 50% of its gross revenues from companies meeting the above
definitions.

V. LEGAL AND POLICY FRAMEWORK

Constitutional, Statutory, and Regulatory Context

The Maine Constitution protects the retirement benefit of MainePERS” members by establishing
a fiduciary duty to hold, invest, and disburse pension trust funds solely in the best financial
interest of members as pension recipients. Article IX, Section 18, of the Constitution (Appendix
A) states:

All of the assets, and proceeds or income therefrom, of the Maine State
Retirement System or any successor system and all contributions and payments
made to the system to provide for retirement and related benefits shall be held,
invested or disbursed as in trust for the exclusive purpose of providing for such
benefits and shall not be encumbered for, or diverted to, other purposes.

This “exclusive benefit rule” is also reflected in the Maine Uniform Trust Code, which applies to
the MainePERS Board of Trustees and states, “A trustee shall administer the trust solely in the
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interests of the beneficiaries.” 18-B M.R.S. § 802(1); see also 5 M.R.S. § 17153(3). The exclusive
benefit rule is further reflected in the federal statutes and regulations that qualify MainePERS’
retirement plans for federal tax deferment. Under federal law, qualified retirement fund assets
must not be “used for, or diverted to purposes other than the exclusive benefit of [the]
employees or their beneficiaries.” 26 U.S.C. § 401(a)(2). The “phrase ‘purposes other than for
the exclusive benefit of [the] employees or their beneficiaries’ includes all objects or aims not
solely designed for the proper satisfaction of all liabilities to employees or their beneficiaries
covered by the trust.” 26 C.F.R. § 1.401-2(a)(3).

Additionally, the MainePERS Board of Trustees must comply with the Maine Uniform Prudent
Investor Act, which requires the Board to “invest and manage trust assets, as a prudent investor
would, by considering the purposes, terms, distribution requirements and other circumstances
of the trust.” 18-B M.R.S. § 902(1). The general provisions of Title 5, Part 20, Maine Public
Employees Retirement System, lays out these purposes, terms, distribution requirements and
other circumstances of the trust administered by the Board, and the findings declare “The
Legislature finds that the State owes a great debt to its retired employees for their years of
faithful and productive service. Part of that debt is repaid by the benefits provided to retirees...”
through the retirement programs administered by MainePERS. 5 M.R.S. § 17151.

Fiduciary Duty of Trustees

As noted above, the MainePERS Board of Trustees owes fiduciary duties to MainePERS’ members,
retirees, and beneficiaries.

First, the Board owes a duty of loyalty — to follow the exclusive benefit rule established in the
Maine Constitution by acting solely in the interests of the members, retirees, and beneficiaries
as recipients of retirement or related benefits. This duty includes not using the Board’s position
of trust for personal gain or to advance other causes.

Second, the Board owes a duty of prudence. This requires the exercise of reasonable care, skill,
and caution. In making investment decisions, this requires considering the portfolio as a whole,
the role each investment plays in the portfolio, and diversification. See 18-B M.R.S. §§ 804, 902,
903. Additionally, the Board “may incur only costs that are reasonable in relation to the trust
property, the purposes of the trust and the skills of the” Board. 18-B M.R.S. § 805.

The fossil fuel divestment statute does not alter these fiduciary duties. Analyzing this and the
for-profit prison divestment statute, the Attorney General’s Office explains:

The subject statutes do not affect the Board’s exercise of its fiduciary duties. And they do
not require the Board to either cease investing in or divest such holdings unless sound
investment criteria and fiduciary obligations require such actions. Both statutes
specifically condition their directives on “accordance with sound investment criteria” and
“consisten[cy] with fiduciary obligations.” As such, they reiterate rather than modify the
Board’s fiduciary obligations as a trustee — both constitutional and statutory.

6
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The Attorney General’s Office further explains:

The Board’s focus should remain on adhering to sound investment criteria and
fulfilling its fiduciary obligations. However, if the Board encounters a situation
where the application of sound investment criteria and its fiduciary obligations
neither favors nor disfavors either of two potential investment options, the Board
shall pursue the option that more closely complies with the directives of [the
divestment statutes].

(Appendix D). This analysis echoes that provided by the Attorney General to the Joint Standing
Committee on Labor and Housing when the bills that became the divestment statutes were under
consideration. (Appendix C). At that time, the Attorney General also alerted the Legislature that
fiduciary duties would render the bill’s divestment requirement “essentially hollow.” “Unless a
failure to divest an asset would be a breach of the Trustees’ existing fiduciary duties (i.e., not in
best interest of the members), any attempt to enforce the statutory requirement to divest would
be meritless.” (Appendix C).

V. INVESTMENTS AT MAINEPERS

The Board’s Investment Policy Statement (Appendix E) directs staff in the investment of trust
assets, by spelling out both high-level goals and specific implementation guidelines. Note that
while this Policy was modified by the Board in November 2025, this section and the rest of this
report refer to the Policy in effect as of fiscal year end as of June 30, 2025. As noted at the start
of the Policy, all investments are made consistent with the need to balance two competing
objectives:

e Generating investment returns (to ensure growth of the trust funds); and
e Minimizing investment risks (loss of capital and cash flow shortfalls);

while maintaining the volatility of contribution rates and the plan’s funded status at acceptable
levels. As the Policy notes, these two goals are in opposition — generating returns adequate to
meet benefit obligations requires constructing a portfolio that exposes trust assets to investment
risk.

The Policy defines a strategic asset allocation that specifies asset classes and target portfolio
weights. These choices are the primary determinants of the level of investment risk contained in
the System’s portfolio. The below table groups asset classes and policy weights into three general
categories — Public Markets, Risk Diversifiers, and Private Markets, and shows the allocation of
the System’s $21.4 billion investment portfolio as of June 30, 2025.
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Table 1 — FY25 MainePERS Investment Portfolio

Policy Actual

Asset Weight Value [SM] Weight
Domestic Equity 19.2% $4,129.0 19.3%
International Equity 10.8% $2,249.7 10.5%
Total Public Equity 30.0% $6,378.7 29.9%
Traditional Credit 5.0% $1,047.6 4.9%
US Gov. Securities 10.0% $2,083.6 9.8%
Total Public Markets 45.0% $9,509.8 44.5%
Risk Diversifiers 7.5% $1,104.2 5.2%
Alternative Credit 10.0% $1,597.1 7.5%
Infrastructure 10.0% $2,383.3 11.2%
Natural Resources 5.0% $1,026.2 4.8%
Private Equity 12.5% $3,747.6 17.5%
Real Estate 10.0% $1,997.8 9.4%
Total Private Markets 47.5% $10,752.0 50.3%

Total Fund Value 100.0% $21,366.0 100.0%

Notes: Domestic and International Equity policy proportions are based
on floating MSCI ACWI weights. Totals shown in tables may not
sum due to rounding.

Public Market Investments

Public Market investments include Public Equities (Domestic and International), Traditional
Credit, and US Government Securities. Each of these play a different role in the portfolio. Public
Equities are “growth” assets that involve ownership of shares in a business. These are riskier
investments and expected to produce commensurately higher returns, substantially through
price appreciation. Their values are volatile and annual fluctuations in excess of 20% are to be
expected.

Traditional Credit assets involve the lending of capital in return for contractual interest payments
and return of capital. While these investments are exposed to the risk that borrowers will default,
they are less risky than equity investments and are expected to earn lower returns. US
Government Securities are the least risky of all asset classes and are viewed as having no default
risk. This asset class generally benefits from a “flight to safety” when investors exit other asset
classes due to a perceived increase in the risks of those asset classes. As such, this asset class is
expected to serve MainePERS as a source of liquidity, if needed, in extreme market conditions.
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Investment implementation within these asset classes is guided by three foundational principles:

e Efficiency: Public markets are generally efficient, with prices fairly reflecting
investment risks.

e Diversification: Broad diversification allows exposure to the full spectrum of
return sources and reduces exposure to uncompensated risks.

e Costs: Investment costs matter, and as a long term investor small cost savings will
compound meaningfully over time. For example, the annual return difference
between $1 billion invested at 10% versus 9.9% is $1 million. However, over 10
years a portfolio invested at 10% will be worth $23 million more than one invested
at 9.9%.

Based on these views, MainePERS employs a passive “buy the market” approach for its
investments in public markets where the likelihood of generating outperformance is low. This
allows the System to earn market returns at very low cost while maintaining a very high level of
diversification and ensuring exposure to a broad spectrum of return sources.

A substantial body of evidence provides strong support for MainePERS’ low cost passive index-
based investment approach for public markets. For example, S&P Dow Jones Indices measures
the performance of active managers relative to their benchmarks on an annual basis. The results
of this analysis are contained in their publicly available SPIVA (S&P Indices Versus Active) report.
The most recent SPIVA study as of June 30, 2025, shows that nearly 94% of actively managed
domestic (US) funds underperformed the S&P 1500 Composite over the trailing 20 years. Results
are similar outside the US, where they report that over 90% of actively managed funds
underperform a broad market index (S&P World Ex-US) over a 15 year period. Further support
for MainePERS’ approach is provided by SPIVA’s Persistence Scorecard. Specifically, the year-end
2024 Scorecard reports that out of the 512 Domestic (US) Equity Funds ranked in the top quartile
of performers as of December 2020 (based on prior 5-year performance), only 5.3% remained in
the top quartile as of December 2021, and that 0% of the original 512 funds placed in the top
quartile as of year ends 2022, 2023, or 2024. These results illustrate the difficulty investors have
in identifying managers likely to add value in this asset class.

Risk Diversifiers

The System’s strategic asset allocation specifies a target weight of 7.5% for the Risk Diversifiers
asset class. Investments in this asset class are made via private funds employing active strategies
to invest in assets such as public stocks, bonds, and commaodities. These strategies are expected
to have little correlation to public markets (i.e., are just as likely to produce gains when public
markets are down as they are to produce gains when public markets rise) and are intended to
provide diversification away from growth assets. The principles guiding investment
implementation within the Risk Diversifiers are:

¢ Diversification: Diversification across strategy types and managers
e Complexity: MainePERS devotes appropriate resources (staff & consultants) to

9
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develop the ability to understand this asset class and to identify and invest with top
managers in order to meet the goals of the asset class

These strategies are highly dependent upon manager skill and require close monitoring on the
part of MainePERS investment staff.

Private Market Investments

A significant portion of the System’s portfolio is invested in Private Market assets, encompassing
the Infrastructure, Private Equity, Alternative Credit, Natural Resources, and Real Estate asset
classes. While these asset classes play different roles in the overall portfolio, the below set of
common core principles guide the System’s investments in private market assets:

e Diversification
o Across asset classes to provide exposure to a broad spectrum of return
sources,
o Across managers and strategies within asset classes to avoid undue
concentration, and
o Over time to avoid concentration of investments in any given year;

e Efficiency: Private markets are generally inefficient, and MainePERS is able to
identify and invest with managers that are able to source and invest in
opportunities that exploit inefficiencies;

e llliquidity Premium: A return premium exists for illiquid assets, and as a patient
long-term investor MainePERS is able to earn excess returns by investing in illiquid
assets as compared to public markets; and

e Complexity: MainePERS devotes appropriate resources (staff & consultants) to
develop the ability to understand this asset class and to identify and invest with
top managers in order to meet the goals of the asset class.

MainePERS invests in private market assets by committing capital as a limited partner to long-
term private investment funds. The general partners (GP) of these funds serve as fiduciaries to
MainePERS and have wide discretion in the sourcing, managing, creating value, and timing of the
acquisition and disposition of investments. Within private markets, MainePERS typically chooses
to invest with managers pursuing a generalist investment approach, which allows the GP to direct
capital into industries and sectors judged to be most attractive based on current market
conditions and the long-term opportunity set. Investment outcomes within private markets are
largely driven by GP skill with respect to choosing areas in which to invest and actively managing
acquired assets.

The MainePERS’ Investment Team and consultants work under the guidance of the Board to
identify investment managers with proven expertise and alignment to the objectives of the

10
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Investment Policy. Investments are made following completion of extensive due diligence
regarding both investment acumen and operational capabilities of a manager, and ongoing
monitoring is conducted during the life of the investment.

While this investment approach is focused on selecting managers best able to assist MainePERS
in meeting obligations to members, it also includes an analysis of each manager’s approach to
responsible investing. As discussed in the System’s 2026 ESG report, 62 of the System’s
investment managers (out of 89 total) are signatories to the Principles for Responsible Investing
(PRI), a UN-supported effort that works with investors and asset managers around the world. PRI
signatories commit to incorporating ESG issues into investment analysis and asset ownership and
to appropriate levels of ESG-related disclosures. These 62 signatory managers have oversight
responsibility for 88% of the System’s investments.

Data Supporting Private Market Investment Methodology

MainePERS “active” private market investment approach is also strongly supported by data. In
contrast to public markets, where evidence supports a low cost, passive index-based approach,
investing in private market assets is very different for several key reasons.

First, there is no such thing as a passive approach to private market investing. Unlike public
markets, private market investors cannot “buy the market.” In addition, the dispersion of returns
for alternative asset managers is much wider than for public markets managers. For example, a
recent study by Cambridge Associates documents that differences in returns between a median
manager and one in the 5" percentile is 1.5% for core bond managers, 2-4% for public equity
managers, and nearly 20% for strategies involving alternative assets, as shown below.

Average Annual Manager Returns by Asset Class
January 1, zo06 - December 31, 2020

ACTIVELY MANAGED & ALTERNATIVE ASSET STRATEGIES
LONG-ONLY STRATEGIES @ (available as active only)
Avg dispersion from median to sth %ile = Avg dispersion from median to sth %ile
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Dispersion 15%  2.4% 24% 2.9% 2.9% 33%  4.2% 5.9% 154%  23.6% 342%
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This means that the sourcing, underwriting, due diligence, and selection of alternative asset
managers is the primary key to achieving attractive long-term rates of return in those asset
classes. This is a labor-intensive process that requires a skilled and dedicated team. MainePERS
has deliberately focused the Investment Team’s efforts on these alternative asset classes, where
there is the best risk-return potential from active manager selection.

VI. FOSSIL FUEL EXPOSURES

In this section, we present and discuss the System’s exposure to fossil fuel investments as
defined by the divestment statute as of June 30, 2025.

A. Fossil Fuel Exposure: Total Fund

As shown below, the System’s overall exposure to fossil fuel assets continued to decrease as
projected, dropping to 5.4% of assets from 6.0% at the start of the year.

Table 2 — MainePERS Fossil Fuel Exposures

Asset Value Estimated FF FF as % of Asset FF as % of Total

Asset [5M] [5M] Class Fund
Public Markets

2022 56,9146 54455 6.4% 2.5%

2023 57,2025 54284 5.9% 2.3%

2024 $8,2840 $479.3 5.8% 2.4%

2025 50 509.8 §520.1 5.5% 2.4%

Risk Diversifiers

2022 51,2923 50.0 0.0% 0.0%
2023 51,2209 50.0 0.0% 0.0%
2024 51,0047 50.0 0.0% 0.0%
2025 51,1042 5246 2.2% 0.1%

Private Markets

2022 59,817.3 5962 .3 9.8% 5.3%
2023 $10,413.3 5786.8 7.6% 4.3%
2024 510,543.7 57250 6.9% 3.6%
2025 510,752.0 5603.3 5.6% 2.8%
Total
2022 $18,024.2 $1,407.8 7.8%
2023 518,836.6 $1,215.2 6.5%
2024 5199234 $1,204.4 6.0%
2025 521,366.0 51,1479 5.4%

Note: Totals shown in tables may not sum due to rounding. For Risk Diversifiers, net FF exposure is
is presented. Gross figures are 555.7 million long and 531.1 million short exposure.
While the overall investment portfolio grew by over $1.4 billion over the past fiscal year, fossil
fuel assets decreased to $1,148 million from $1,204 million in 2024, driven by a decrease in
private market fossil fuel exposures.
12
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B. Fossil Fuel Exposure: Public Market Assets

Table 3 provides additional details on the System’s public market investments. As noted earlier,
the System passively invests in broad market indexes to ensure exposure to a wide spectrum of
return sources. As a result, the System’s exposure to individual sectors and industries (including
fossil fuel industries) reflects the composition of the broad market. For example, the System’s
exposure to fossil fuel assets within Public Equities (6.9% of holdings) is reflective of the global
equity market, rather than any decision to invest in or avoid particular sectors.

Over the last year, the proportion of fossil fuel holdings within the System’s Public Market
investments decreased to 5.5% of assets, from 5.8% in the prior year. However, the dollar value
of fossil fuel holdings increased as the size of the System’s Public Markets portfolio grew by over
$1 billion during the year, from $8.3 billion to over $9.5 billion, so that the smaller proportion
(5.5%) was measured relative to a significantly larger total.

Table 3 — MainePERS Fossil Fuel Exposures — Public Markets
Fossil Fuel Exposures

Asset Value % of Asset % of
[SMm] Total FF Value [$M] Class Fund

Total Public Equity

2022 $4,418.1 $404.5 9.2% 2.2%
2023 $4,822.1 $376.0 7.8% 2.0%
2024 $5,355.6 $409.6 7.6% 2.1%
2025 $6,378.7 $440.1 6.9% 2.1%

Traditional Credit

2022 $1,029.3 $41.0 4.0% 0.2%
2023 $782.2 $52.3 6.7% 0.3%
2024 $952.2 $69.8 7.3% 0.4%
2025 $1,047.6 $80.0 7.6% 0.4%

US Govt. Securities

2022 $1,467.2 $0.0 0.0% 0.0%
2023 $1,598.2 $0.0 0.0% 0.0%
2024 $1,977.1 $0.0 0.0% 0.0%
2025 $2,083.6 $0.0 0.0% 0.0%

Total Public Markets

2022 $6,914.6 $445.5 6.4% 2.5%
2023 $7,202.5 $428.4 5.9% 2.3%
2024 $8,284.9 $479.3 5.8% 2.4%
2025 $9,509.8 $520.1 5.5% 2.4%

Note: Totals shown in tables may not sum due to rounding.

13



Public Law 2021, c. 231

Public Equities contain the majority of the System’s exposure to fossil fuel assets within the Public
Market allocation. Note that while fossil fuel assets decreased as a proportion of Public Equity
holdings (from 7.6% to 6.9%), the growth in the System’s equity portfolio (to nearly $6.4 billion)
led to an overall increase in holdings of fossil fuel assets.

The System’s $520 million in Public Market fossil fuel assets are diversified globally and by asset
class, as well as by industry, with holdings spanning three distinct sectors: (Energy, Utilities, and
Financial). The System’s largest exposures within each of these sectors are discussed below.

Table 4 — MainePERS Fossil Fuel Exposures — Public Markets Detail [SM]

us International  Traditional Total Public
Fossil Fuel Asset Sector Equity Equity Credit Markets
Energy Sector $124.1 $100.9 $33.6 $258.6
Utilities Sector $90.0 $64.9 $45.0 $199.9
Financial (Berkshire Hath.) $60.1 $0.0 $1.4 $61.6
Total $274.2 $165.8 $80.0 $520.1

Fossil Fuel Exposure: Enerqy Sector

This sector contains companies involved in oil and gas exploration and production, refining,
storage and transport, as well as companies providing related equipment and services. The
System’s largest holding in this sector, at $32 million, is Exxon Mobil Corporation.

Fossil Fuel Exposure: Utilities Sector

This sector encompasses independent power producers, gas utilities, and electric utilities. The
System’s largest investment in this sector, at $11 million, is Nextera Energy. While classified as a
fossil fuel asset due to its ownership of coal-powered generating facilities, Nextera is currently
the US’s largest generator of wind and sun-based renewable energy. The firm has committed to
being net zero by 2045, at which point it will generate only carbon-free energy from wind, solar,
nuclear, hydrogen and other renewable sources. Like many utilities, Nextera’s ownership of
electric transmission and distribution assets positions the company to benefit from the ongoing
energy transition.

Fossil Fuel Exposure: Financial Sector

Berkshire Hathaway is the only financial sector company classified as a fossil fuel investment, and
at $62 million is the System’s largest single fossil fuel exposure. Berkshire Hathaway is a
conglomerate well known for its leadership by Warren Buffet and its ownership of brands such
as Geico, Benjamin Moore, Duracell, and others. The firm meets the definition of a fossil fuel
company under the divestment statute due to coal-fired power plants owned by its subsidiary
Berkshire Hathaway Energy (BHE). This subsidiary contributes approximately 7% of the parent
company’s profits and revenues, and coal generation assets account for a small proportion (4%)
of BHE’s net plant, property, and equipment. BHE has invested over $35 billion in wind, solar, and
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geothermal energy projects, and non-carbon sources account for a majority of the company’s
generating capacity. In addition, BHE has also ceased coal operations at 18 generation units and
plans to cease the coal generations completely by 2049.

C. Fossil Fuel Exposure: Risk Diversifiers

As noted above, Risk Diversifier investments employ active strategies in assets such as public
stocks, bonds, and commaodities. These strategies involve both long and short positions, and hold
periods ranging from days to over a year in duration. As of June 30, 2025, approximately half of
the managers within the Risk Diversifiers allocation contained exposure to fossil fuel assets, and
the net exposure totaled 0.1% of Fund assets.

D. Fossil Fuel Exposure: Private Market Assets

The majority of the System’s holdings of fossil fuel assets is contained in the Private Market
allocation. Table 5 provides details on asset values and fossil fuel exposures within the System’s
$10.75 billion Private Market portfolio. Total fossil fuel exposure continued on a downward
trend, decreasing by over $120 million to $603.3 million during 2025. Fossil fuel exposure
represents 5.6% of the System’s Private Market investments, and exposure is concentrated in the
Infrastructure and Private Equity asset classes.

The downward trend in fossil fuel exposure within these asset classes is expected to continue for
two reasons. First, MainePERS made its last private market commitments to funds with a fossil
fuel focus in 2017, and the capital invested in these strategies is being returned as those
investments wind down. In addition, as the universe of potential infrastructure investments
broadens to include more opportunities related to the energy transition, MainePERS’ generalist
managers are increasingly finding these types of investments more attractive relative to fossil
fuel investments. The impact of these trends can be seen in the composition of the System’s
Private Market portfolio, where nearly 74% ($445 million) of the System’s $603 million in fossil
fuel exposure is held in funds committed to in 2017 or earlier.
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Table 5 — MainePERS Fossil Fuel Exposures — Private Markets

Asset AssF;“\lll]alue FF Holdings [$M] FF Ac?:s,:sset T::aIA;::::\ d
Infrastructure
2022 $2,017.3 $735.5 36.5% 4.1%
2023 $2,305.7 $565.4 24.5% 3.0%
2024 $2,424.2 $533.6 22.0% 2.7%
2025 $2,383.3 $436.3 18.3% 2.0%
Private Equity
2022 $3,793.5 $197.3 5.2% 1.1%
2023 $3,691.9 $159.9 4.3% 0.8%
2024 $3,673.7 $152.8 4.2% 0.8%
2025 $3,747.6 $121.0 3.2% 0.6%
Alternative Credit
2022 $1,219.0 $22.3 1.8% 0.1%
2023 $1,538.7 $57.3 3.7% 0.3%
2024 $1,481.3 $34.4 2.3% 0.2%
2025 $1,597.1 $29.7 1.9% 0.1%
Natural Resources
2022 $902.9 $7.2 0.8% 0.0%
2023 $982.9 $4.3 0.4% 0.0%
2024 $1,014.0 $4.2 0.4% 0.0%
2025 $1,026.2 $16.2 1.6% 0.1%
Real Estate
2022 $1,884.6 $0.0 0.0% 0.0%
2023 $1,894.1 $0.0 0.0% 0.0%
2024 $1,950.5 $0.0 0.0% 0.0%
2025 $1,997.8 $0.0 0.0% 0.0%
Total Private Markets
2022 $9,817.3 $962.3 9.8% 5.3%
2023 $10,413.3 $786.8 7.6% 4.2%
2024 $10,543.7 $725.0 6.9% 3.6%
2025 $10,752.0 $603.3 5.6% 2.8%

Note: Totals shown in tables may not sum due to rounding.
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E. Fossil Fuel Exposure: Looking Forward

As noted above, the System last committed capital to fossil fuel-focused funds in 2017, and its
generalist managers have increasingly invested in the energy transition. Taken together, these
factors have put the System on a path to reduce its exposure to fossil fuel investments by half
during this decade, to 3.9% of total assets. The below chart is based on projections for fossil fuel
intensity within each asset class.
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As illustrated earlier, the System’s current approach to investing within private markets has
resulted in commitments exceeding $1.6 billion to funds raised by managers actively seeking to
earn returns while incorporating sustainability and climate-related considerations into their
investment approach. MainePERS expects that following its current investment approach will
result in an additional $1 billion in commitments to similar funds over the next five years.

VII.  IMPACTS OF DIVESTMENT

MainePERS’ holdings of fossil fuel investments are widespread, with a majority of asset classes
containing at least some fossil fuel exposure. Importantly, these exposures are not intentional,
but rather arise as a result of investment decisions made in order to best balance the System’s
goals of generating returns while minimizing investment risks. Achieving and maintaining a
completely fossil fuel-free portfolio in the near term would require both disposing of significant
existing investments as well as making undesirable fundamental changes to MainePERS’
investment approach, as discussed below.
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A. Initial One-time Costs Associated with Divestment

Public Market Assets

Fossil fuel exposures in the Public Market portion of the portfolio are shown below.

Table 6 — MainePERS Fossil Fuel Exposures Within Public Markets

Asset Value FF Holdings Total # #FF
Asset [SM] [SM] Securities Securities
Russell 1000 §3,955.3 §272.1 1,022 131
Russell 2000 $173.7 §2.2 2,117 78
ACWI ex US §2,249.7 $165.8 2,080 200
Traditional Credit $1,047.6 $80.0 15,649 1,966
TOTAL §7,426.3 §520.1 20,868 2,375

Note: Totals shown in tables may not sum due to rounding.

Removing fossil fuel exposure from this portion of the portfolio would incur transactions costs
associated with the sale and reinvestment of securities valued at $520 million.

The System holds its Russell 1000 investments directly, in a Separately Managed Account (SMA).
Investments in the other Public Market asset classes shown above are made via investments in
commingled funds. In these cases, divestment would require exiting these commingled vehicles
and redeploying capital into SMAs where the capital could be directly invested into the non-fossil
fuel constituents of each benchmark index. In addition to the transactions costs associated with
liquidating and then redeploying capital, SMA creation involves custodial and legal costs, in
particular for those accounts holding non-US assets.

Risk Diversifiers

As noted above, approximately half of the funds held in the System’s Risk Diversifier allocation
contained exposure to fossil fuel assets. These investments are generally liquid and able to be
redeemed at will, subject to any fund’s specific redemption terms.

Private Market Assets

The System’s private market investments generally consist of interests in fixed-life private
partnerships. While these interests can be transferred, their illiquid nature requires a lengthy
sales process and transactions typically occur at a discount to Net Asset Value (NAV). Complete
removal of fossil fuel exposure would require MainePERS to sell its entire interest in any private
market fund containing a fossil fuel asset. Based on indicative quotes obtained from secondary
market participants, the System could expect to incur discounts in excess of 13% on the sale of
its partnership interests. This suggests a discount of nearly $400 million if the System were to
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dispose of the $2.9 billion of partnerships that hold some fossil fuel investments. The System
would also incur substantial legal and other costs associated with the transfer of partnership
interests.

B. Negative Investment Implications and Ongoing Costs

Public Market Assets

As discussed earlier, the System passively invests in broad market indexes in order to construct a
highly diversified portfolio providing exposure to a wide spectrum of return sources. Excluding
fossil fuel assets from these holdings would necessarily reduce the portfolio’s level of
diversification and expose MainePERS to a higher level of investment risk than it would otherwise
bear by concentrating exposures into a smaller number of industries. An additional downside to
avoiding fossil fuel securities involves costs — the System’s current approach is consistent with its
general fiduciary duty to manage expenses in a prudent manner. Investment management fees
across the System’s public market investments are very low. MainePERS achieves these low
investment costs in large part due to structural choices made with respect to investment vehicles.
As noted above, MainePERS holds public market assets in both SMAs and commingled funds.
Investment via commingled funds allow MainePERS to benefit from economies of scale created
via pooling capital with other institutional investors.

In fiscal year 2025 MainePERS paid approximately $1.1 million in management fees on an average
of $8.9 billion of public market assets, or 0.012% (1.2 basis points). Based on indicative quotes
from its current investment managers, MainePERS believes that employing customized strategies
to avoid fossil fuel investments would involve paying fees in the range of 3 to 5 basis points on
its US equity holdings and 5 to 8 basis points on its non-US equity holdings. The result would be
a nearly tripling of management fees for public markets assets.

Risk Diversifiers

As noted above, the System’s strategic asset allocation specifies a target weight of 7.5% for the
Risk Diversifiers asset class. Investments in this asset class are made via private funds employing
active strategies to invest in assets such as public stocks, bonds, and commodities. Strategies in
this asset class involve taking both long and short positions, i.e., positions that benefit when
prices rise as well as positions designed to produce gains when prices fall. These strategies are
expected to have little correlation to public markets (i.e., are just as likely to produce gains when
public markets are down as they are to produce gains when public markets rise) and are intended
to provide diversification away from growth assets. Nearly all managers in the MainePERS Risk
Diversifier allocation have the ability to invest in fossil fuel assets. Excluding fossil fuel
investments would deprive the System of an important source of diversification and risk
reduction.
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Private Market Assets

MainePERS’ investment policy calls for investing 47.5% of assets across five private market asset
classes, and investment staff devote a majority of their time to the oversight of these asset
classes. As discussed above, the decision to invest in private markets is driven by key principles
related to efficiency, illiquidity, and complexity. MainePERS considers private markets to be
inefficient, meaning that skilled managers must be retained to identify, invest, and manage assets
that will provide returns that more than compensate for the risks being taken. These managers
have wide discretion concerning the types and timing of investments, subject to broad limits
specified in partnership documents. This flexibility is by design — MainePERS’ private market
investments intentionally provide GPs with the ability to devote capital to what they see as the
most attractive investment opportunities. Excluding fossil fuel investments would deny
MainePERS access to skilled managers with a generalist approach, which would tend to
negatively impact returns. For reasons explained previously, MainePERS expects that fossil fuel
assets will represent a small portion of investments held within future private market funds.

VIIIl. Implementation Update

In February of 2023, the Board of Trustees amended the Investment Policy Statement (Appendix
E) to include the following provision:

Fossil Fuel and Private Prison Investments

The System may invest in strategies providing managers with broad discretion in the
selection of investments. The potential for fossil fuel or for-profit prison investment must
be disclosed to the Board prior to the Board’s approval of a strategy. For those strategies
likely to invest in stocks, securities or other obligations of fossil fuel or for- profit prison
assets, disclosures will include a description of the expected role of such investments in
the proposed strategy and discussion of the process leading to the selection of the
strategy.

On an annual basis, the Board will be provided with a report summarizing the System’s
fossil fuel and for-profit prison investments. This report will include a discussion of the
actual and expected changes in these exposures, and analysis of these exposures within
the context of the divestment statutes, 5 M.R.S. 88 1957 and 1958.

MainePERS is in compliance with revised Board Policy 2.1, including required disclosures along
with a description of the expected role of the investments in proposed strategy and discussion of
the process leading to the selection of the strategy.

Specifically, MainePERS has made a total of 38 commitments to private market investments
subsequent to adopting the above language in revised Board Policy 2.1. As discussed in section V
of this report, these private market investments take the form of interests in private partnerships.
Five of the 38 commitments were made to infrastructure-related funds. It is typical for such funds
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to include one or more fossil fuel sectors as potential investment areas, however these are
expected to represent a minority of fund investments. Per revised Board Policy 2.1, this was
disclosed along with a description of the expected role of the investments in proposed strategy
and discussion of the process leading to the selection of the strategy.

In November 2024, MainePERS amended the Investment General Practice 21.0 Engagement —
Proxy Voting Implementation Guidelines (Appendix F). This practice contains specific guidance
for placing proxy votes on a broad variety of topics. The amendments serve to clarify that the
System will vote in favor of proposals aligned with the goal of combatting climate change, and
against proposals promoting policies counter to the objective of combatting climate change, in
cases where the proposal is not expected to have a negative impact on shareholder financial
value.
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Maine Constitution

Section 18. Limitation on use of funds of Maine State Retirement System. All
of the assets, and proceeds or income therefrom, of the Maine State Retirement System or
any successor system and all contributions and payments made to the system to provide
for retirement and related benefits shall be held, invested or disbursed as in trust for the
exclusive purpose of providing for such benefits and shall not be encumbered for, or
diverted to, other purposes. Funds appropriated by the Legislature for the Maine State
Retirement System are assets of the system and may not be diverted or deappropriated by
any subsequent action.

Section 18-A. Funding of retirement benefits under the Maine State Retirement
System. Beginning with the fiscal year starting July 1, 1997, the normal cost of all
retirement and ancillary benefits provided to participants under the Maine Public
Employees Retirement System must be funded annually on an actuarially sound basis.
Unfunded liabilities may not be created except those resulting from experience losses.
Unfunded liability resulting from experience losses must be retired over a period not
exceeding 20 years.

Section 18-B. Payment of unfunded liabilities of the Maine State Retirement
System. Each fiscal year beginning with the fiscal year starting July 1, 1997, the
Legislature shall appropriate funds that will retire in 31 years or less the unfunded
liabilities of the Maine State Retirement System that are attributable to state employees
and teachers. The unfunded liabilities referred to in this section are those determined by
the Maine State Retirement System's actuaries and certified by the Board of Trustees of
the Maine State Retirement System as of June 30, 1996.
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APPROVED CHAPTER
JUNE 16, 2021 231
BY GOVERNOR PUBLIC LAW

STATE OF MAINE

IN THE YEAR OF OUR LORD

TWO THOUSAND TWENTY-ONE

H.P. 65 -L.D. 99

An Act To Require the State To Divest Itself of Assets Invested in the Fossil
Fuel Industry

Be it enacted by the People of the State of Maine as follows:

Sec. 1. 5§ MRSA §135, as amended by PL 2005, c. 386, Pt. CC, §2 and PL 2013, c.
16, §10, is further amended by adding at the end a new paragraph to read:

The Treasurer of State may not invest in any prime commercial paper or corporate
bonds issued by a fossil fuel company, as defined in section 1957, subsection 1, paragraph
C.

Sec. 2. 5§ MRSA §138, as amended by PL 2001, c. 44, §11 and affected by §14, is
further amended by adding at the end a new paragraph to read:

The Treasurer of State shall review the extent to which the assets of any permanent
funds held in trust by the State are invested in the stocks, securities or other obligations of
any fossil fuel company or any subsidiary, affiliate or parent of any fossil fuel company, as
defined in section 1957, subsection 1, paragraph C. The Treasurer of State shall, in
accordance with sound investment criteria and consistent with fiduciary obligations, divest
any such holdings and may not invest any assets in any such stocks, securities or other
obligations. Divestment pursuant to this paragraph must be complete by January 1, 2026.
Nothing in this paragraph precludes de minimis exposure of any permanent funds held in
trust by the State to the stocks, securities or other obligations of any fossil fuel company or
any subsidiary, affiliate or parent of any fossil fuel company.

Sec. 3. 5 MRSA §1957 is enacted to read:

§1957. Limitation on investment in fossil fuel companies; divestment

1. Definitions. As used in this section, unless the context otherwise indicates, the
following terms have the following meanings.

A. "Board" means the Board of Trustees of the Maine Public Employees Retirement

System.

B. "Fossil fuel" means coal, petroleum, natural gas or any derivative of coal, petroleum
or natural gas that is used for fuel.

Page 1 - 130LR0004(04)
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C. "Fossil fuel company" means any company that:

(1) Is among the 200 publicly traded companies with the largest fossil fuel reserves
in the world;

(2) _Is among the 30 largest public company owners in the world of coal-fired
power plants;

(3) Has as its core business the construction or operation of fossil fuel
infrastructure;

(4)_Has as its core business the exploration, extraction, refining, processing or
distribution of fossil fuels; or

(5)_Receives more than 50% of its gross revenue from companies that meet the
definition under subparagraph (1), (2), (3) or (4).

D. "Fossil fuel infrastructure" means oil or gas wells, oil or gas pipelines and refineries;
oil, coal or gas-fired power plants; oil and gas storage tanks; fossil fuel export
terminals; and any other infrastructure used exclusively for fossil fuels.

2. Limitation on investment in fossil fuel company. The board, in accordance with
sound investment criteria and consistent with fiduciary obligations, may not invest the
assets of any state pension or annuity fund in the stocks, securities or other obligations of
any fossil fuel company or any subsidiary, affiliate or parent of any fossil fuel company.
Nothing in this subsection precludes de minimis exposure of any funds held by the board
to the stocks, securities or other obligations of any fossil fuel company or any subsidiary,
affiliate or parent of any fossil fuel company.

3. Review and divestment of assets. The board shall review the extent to which the
assets of any state pension or annuity fund are invested in the stocks, securities or other
obligations of any fossil fuel company or any subsidiary, affiliate or parent of any fossil
fuel company. The board shall, in accordance with sound investment criteria and consistent
with fiduciary obligations, divest any such holdings. Divestment pursuant to this
subsection must be complete by January 1, 2026. Nothing in this subsection precludes de
minimis _exposure of any funds held by the board to the stocks, securities or other
obligations of any fossil fuel company or any subsidiary, affiliate or parent of any fossil

fuel company.
4. Post on website. On a quarterly basis, the board shall post on the publicly accessible

website of the Maine Public Employees Retirement System information detailing all its
holdings in the public market and private equity investments.

5. Annual report. Beginning January 1, 2022 and annually thereafter, the board shall
issue a report reviewing its environmental, social and governance investment policy. The
report must disclose commonly available environmental performance metrics on the
environmental effects of the board's investments.

Sec. 4. Report to Legislature. The Treasurer of State and the Board of Trustees of
the Maine Public Employees Retirement System shall report annually to the joint standing
committee of the Legislature having jurisdiction over retirement matters by January 1,
2023, 2024 and 2025 regarding the progress of divestment under and the implementation
of the Maine Revised Statutes, Title 5, sections 138 and 1957. The Treasurer of State and
the Board of Trustees of the Maine Public Employees Retirement
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System shall make a final report to the joint standing committee of the Legislature having
jurisdiction over appropriations and financial affairs by January 1, 2026 regarding
completion of the divestment pursuant to this section.
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AARON M. FREY
ATTORNEY GENERAL

TEL: (207) 626-8800

TTY USERS CALL MAINE RELAY 711

STATE OF MAINE

OFFICE OF THE ATTORNEY GENERAL
6 STATE HoUSE STATION
AucusTta, MAINE 04333-0006

April 9, 2021

The Honorable Craig Hickman, Senate Chair
The Honorable Michael Sylvester, House Chair
Joint Standing Committee on Labor and Housing

Cross Building, Room 202
Augusta, ME (04333

Re:

Dear Senator Hickman and Representative Sylvester:
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BANGOR, MAINE 04401
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PorTLAND, MAINE 04103
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TeL: (207) 496-3792
Fax: (207) 496-3291

LD 99, An Act to Require the State to Divest Itself of Assets Invested in the Fossil
Fuel Industry

LD 319, An Act to Promote Socially Responsible Investing by the Maine Public
Employees Retirement System by Prohibiting Investment in the Fossil Fuel
Industry or For-profit Prisons

Thank you for your letter of March 9, 2021 on behalf of the Joint Standing Committee on
Labor and Housing regarding LD 99 and LD 319 of the 130" Legislature. Your letter poses two

questions:

1. Whether LD 99 and LD 319 as drafted are contrary to the Maine Constitution; and

2. Whether the fiduciary responsibility in the Maine Constitution requiring MainePERS to
get the most optimal return for members creates a constitutional issue that would prohibit
the Maine Legislature from requesting MainePERS to get the most optimal return for
members within specific parameters set by the Legislature.

The short answer to both questions is “yes.”

Enactment of a statute will not amend

constitutional mandates. Article IX, Section 18 of the Maine Constitution reads as follows:

Section 18. Limitation on use of funds of Maine State Retirement System. All
of the assets, and proceeds or income therefrom, of the Maine State Retirement
System or any successor system and all contributions and payments made to the
system to provide for retirement and related benefits shall be held, invested or
disbursed as in trust for the exclusive purpose of providing for such benefits and
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shall not be encumbered for, or diverted to, other purposes. Funds appropriated by
the Legislature for the Maine State Retirement System are assets of the system and
may not be diverted or deappropriated by any subsequent action.

The mandate that all MainePERS “assets be held, invested or disbursed as in trust for the
exclusive purpose of providing for [retirement and related] benefits” effectively prevents the
Legislature from dictating how these funds may be invested. By requiring the assets to be held “as
in trust,” the Constitution creates the legal framework under which these funds are to be held and
managed. Property held in trust is managed by a trustee who is subject to fiduciary duties. The
Constitution also defines both the purpose of the fund management and to whom those fiduciary
duties run, that is, for retirement and related benefits for MainePERS beneficiaries.

As a fiduciary of a pension trust, the MainePERS Board of Trustees (“the Trustees™) has a
duty of loyalty to administer the trust solely in the interest of the beneficiaries and for the
articulated purpose of the trust — providing retirement and related benefits. A trustee’s duty of
loyalty is a fundamental principle of common law reflected in the Restatement (Third) of Trusts,'
the Maine Uniform Trust Code,? and the Employee Retirement Income Security Act of 1974
(“ERISA”).®> The constitutional intent is clear. By requiring the funds be held as in trust for the
exclusive purpose of providing retirement benefits, the Constitution is mandating that the Trustees
manage these funds solely in the best interest of MainePERS members as pension recipients.

As drafted, both LD 99 and LD 319 would: (1) prohibit the Trustees from acquiring assets
in certain industries;* and (2) require the Trustees to divest of any currently held assets in those
industries “in accordance with sound investment criteria and consistent with the board's fiduciary
obligations.” The first requirement conflicts with the constitutional mandate because it requires
the Trustees to refrain from certain investment activity regardless of whether it would be in the
best interests of the beneficiaries.’ The second requirement, although arguably not in conflict with
the Trustees’ fiduciary duties, is essentially hollow. Unless a failure to divest an asset would be a

! “Except as otherwise provided in the terms of the trust, a trustee has a duty to administer the trust solely in the
interest of the beneficiaries.” Restatement (Third) of Trusts § 78 (2007).

2 «A trustee shall administer the trust solely in the interests of the beneficiaries.” 18-B M.R.S. § 802(1).

3 «“A fiduciary shall discharge his duties with respect to a plan solely in the interest of the participants and
beneficiaries and (A) for the exclusive purpose of (i) providing benefits to participants and their beneficiaries and
(i) defraying reasonable expenses of administering the plan.” 29 U.S.C. § 1003(a)(1). “[A]t the heart of the
fiduciary relationship is the duty of complete and undivided loyalty to the beneficiaries of the trust.” Donovan v.
Mazzola, 716 F.2d 1226, 1238 (9" Cir. 1983) (quoting Freund v. Marshall & llsley Bank, 485 F. Supp. 629, 639
(W.D. Wis. 1979)).

4 LD 99 would prohibit investment “in any stocks or other securities of any corporation or company within in the
fossil fuel industry.” LD 319 would prohibit investment “in any stocks or other securities of any corporation or
company within the fossil fuel industry or any corporation or company that owns or operates prisons for profit.”

> One New Hampshire case appears to conflict with this conclusion because the court concluded that a provision in
the New Hampshire Constitution similar to that of Maine’s did not render New Hampshire’s Sudan Divestment Act
unconstitutional. Bd. of Trustees of N.H. Judicial Ret. Plan v. Sec’y of State, 7 A.3d 1166, 1174 (N.H. 2010). In that
case, the court reached its result by construing the language in the underlying ballot initiative, which did not contain
the material provisions found in either the New Hampshire or Maine Constitutions. /d. at 1173. The case was
remanded to the trial court “to determine whether the Act impermissibly interferes with the trustee’s statutory or
common law fiduciary duties.” /d. at 1174, Before the trial court ruled on this issue, the New Hampshire Legislature
repealed the Act, purportedly because of the high cost of compliance with the Act’s mandates. 2011 N.H. Laws ch.
53:1 (eff. May 9, 2011).
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breach of the Trustees’ existing fiduciary duties (i.e., not in best interest of the members), any
attempt to enforce the statutory requirement to divest would be meritless.

On the other hand, a resolution encouraging the Trustees to consider certain non-pecuniary
factors (e.g., environmental impact) when making investment decisions may be helpful to the
Trustees. Such a resolution may help insulate the Trustees from lawsuits alleging breach of
fiduciary duty if the Trustees used such a non-pecuniary factor as a “ticbreaker” when choosing
between investment alternatives of comparable risk and return. Although ERISA is not applicable
to MainePERS, regulations recently adopted by the U.S. Department of Labor pertaining to ERISA
plans indicate that using such factors for tiebreakers would not be inconsistent with a trustee’s duty
of loyalty.5

Although this letter is not a formal Attorney General Opinion pursuant to 5 M.R.S. § 195,
[ hope it will be helptul to you in the Joint Committee’s work sessions.

Sincerely,

Aaron M. Frey
Attorney General

éc Sandy Matheson, MainePERS Executive Director
Henry E. M. Beck, Esq., State Treasurer and Member, MainePERS Board of Trustees
Members, Joint Standing Committee on Labor and Housing

629 C.F.R. § 2550.404(a-1)(c)(2) reads as follows:
Notwithstanding the [pecuniary basis only] requirements of paragraph (c)(1) of this section, when
choosing between or among investment alternatives that the plan fiduciary is unable to distinguish on the
basis of pecuniary factors alone, the fiduciary may use non-pecuniary factors as the deciding factor in the
investment decision provided that the fiduciary documents:
(i) Why pecuniary factors were not sufficient to select the investment or investment course of
action;
(if) How the selected investment compares to the alternative investments with regard to the
factors listed in paragraphs (b)(2)(ii)(A) through (C) of this section; and
(iii) How the chosen non-pecuniary factor or factors are consistent with the interests of
participants and beneficiaries in their retirement income or financial benefits under the plan.
Although this regulation became effective on January 12, 2021, the Department of Labor issued an enforcement
statement on March 10, 2021, stating that until further notice it would not enforce the new regulation.
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Dr. Rebecca M. Wyke

MainePERS Chief Executive Officer
P.O. Box 349

Augusta, ME 04332-0349

Dear Dr. Wyke,

You asked this Office for advice on how to interpret certain provisions of 5 M.R.S. §§ 1957
and 1958. Together, these statutes direct the Board of Trustees (“the Board™) of the Maine Public
Employees Retirement System (“the System”) to (1) cease future investment in fossil fuel
companies and for-profit prisons and (2) divest any such current holdings by January 1, 2026.
Notably, these directives are subject to a limitation that they be accomplished “in accordance with
sound investment criteria and consistent with fiduciary obligations,”!

As Iunderstand your request, your concerns are whether and to what extent these statutes
may affect the Board’s exercise of its fiduciary duties and whether and to what extent the Board
must adhere fo the directives if ceasing to invest or divesting would be inconsistent with sound
investment criteria or fiduciary obligations, such as the duty of loyalty or the prudent investor rule.

The subject statutes do not affect the Board’s exercise of its fiduciary duties. And they do
not require the Board to either cease investing in or divest such holdings unless sound investment
criteria and fiduciary obligations require such actions. Both statutes specifically condition their
directives on “accordance with sound investment criteria” and “consisten[cy] with fiduciary
obligations.” As such, they reiterate rather than modify the Board’s fiduciary obligations as a
trustee—both constitutional® and statutory.’

* This version corrects a typographical error that appeared in the original letter,

1 As an example, section [957(2) reads in pertinent part: “The board, in accordance with sound investment criteria
and consistent with fiduciary obligations, may not invest the assets of any state pension or annuity fund in the
stocks, securities or other obligations of any fossil fuel company or any subsidiary, affiliate or parent of any fossil
fuel company.” 5§ M.R.S. § 1957(2) (emphasis added). Sections 1957(3) and 1958(2) and (3) contain the same
emphasized language.

2 All the assets of the System “shall be held, invested or disbursed as in trust for the exclusive purpose of providing
{retirement and related} benefits.” Me. Const, art. 1X, §18.

¥ “The members of the board shall be the trustees of the several funds created by this Part [20 of Title 5].” 5 M.R.S.
§17153(2). “The board may cause the funds created by this Part to be invested and reinvested in accordance with
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Chiefly relevant in this context are the Board’s duty of loyalty and its obligation to adhere
to the prudent investor rule. Its duty of loyalty requires it to “administer the trust soley in the
interests of the beneficiaries.” The prudent investor rule requires it to “invest and manage trust
assets, as a prudent investor would”® and evaluate and make investment decisions “as part of an
overall investment strategy having risk and return objectives reasonably suited to the trust.”® If
adherence to sound investment criteria and fiduciary obligations prevents achievement of the
investment and divestiture objectives of sections 1957 and 1958, failure to achieve those objectives
is not a violation of the directives in those statutes. In short, the Board’s focus should remain on
adhering to sound investment criteria and fulfilling its fiduciary obligations, However, if the Board
encounters a situation where the application of sound investment criteria and its fiduciary
obligations neither favors nor disfavors either of two potential investment options, the Board shall
pursue the option that more closely complies with the directives of sections 1957 and 1958.

Although this is not a formal Attorney General Opinion pursuant to 5 M.R.S. § 195, [ hope
it is of assistance to you.

Sincerely,

ixhdrew L. Black
Assistant Attorney General
Chief, PFR Division

cC! Aaron M. Frey, Attorney General

the standards defined in Title 18-B, sections 802 to 807 and chapter 9,” 5 M.R.S. §17153(3), which provisions of the
Maine Uniform Trust Code (sections 802 to 807) delineate the fiduciary duties of trusiees and provisions of the
Maine Uniform Prudent Investor Act (chapter 9) require adherence to the prudent investor rule.

+18-B M.R.S. § 802(1).

518-B M.R.S. § 902(1).

¢18-B M.R.S. § 902(2).
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Board Responsibilities - Investment Policy for Defined Benefit Plans
2.1 - Investment Policy Statement
Date Adopted: June 9, 2016

Date Amended: November 10, 2016; May 11, 2017; June 8, 2017; September 14, 2017,
December 14, 2017; November 12, 2020; January 14, 2021; May 12, 2022; February 9, 2023;
March 14, 2024

Policy

The Board of Trustees of the Maine Public Employees Retirement System is authorized and
responsible for administering defined benefit retirement programs at the State and local levels.
The Board carries out this responsibility by adopting investment objectives and establishing an
investment program through which the policy is implemented. In the case of conflicts, this policy
statement supersedes previous policies and actions by the Board.

This policy covers the investment management of the assets of the following defined benefit
programs administered by the Board:

e Legislative Retirement Program;

¢ Judicial Retirement Program;

e State Employee and Teacher Retirement Program, which includes State employees and
public school members; and

e Participating Local District Retirement Program, which includes retirement plans of
withdrawn participating local districts and the Consolidated Plan for Participating Local
Districts.

Collectively, the assets of these programs are referred to as the DB Plan Assets. Statutes allow
for the pooling of the DB Plan Assets for the purpose of investment. Pooling provides significant
efficiencies. Because the relevant characteristics of the DB plans are sufficiently similar, all the
DB Plan Assets are pooled for investment.

Statutory/Legal Provisions

e Me. Const. art. I1X, § 18.

e 5MR.S. §§ 1957-1958 (divestment statutes)

e 5MR.S.§§17102, 17103, 17435; 18-B M.R.S. § 801, et seq. (Maine Uniform Trust
Code); 18-B M.R.S. § 901, et seq. (Maine Uniform Prudent Investor Act).

e 5MR.S. §§17153(4).

e Restatement (Third) of Trusts § 78(1) (2007) (the “sole interest rule”).

e Restatement (Third) of Trusts formally permits, and in some cases requires, the
delegation of investment decisions from trustees to internal staff or external agents with
the necessary skills and knowledge.
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The Employee Retirement Income Security Act (‘ERISA”), codified at 29 U.S.C. § 1002,
et seq., provides a description of the standard of care that applies to trustees of private
sector retirement plans. Although the System as a public retirement plan is not
specifically governed by the fiduciary duty standard set forth in ERISA, courts will often
consider the standard set forth in ERISA when addressing public pension plan issues.
Under ERISA, a fiduciary must act with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person (expert) acting in a like capacity
would act. This statutory standard is derived from the common law of trusts, which is
applicable in the State of Maine.

Resources

The Board of Trustees implements this investment policy in coordination with:

in-house investment professionals (the “Investment Team”), with experience, authority
and responsibility to implement the investment policy and administer investment
operations;

consultants, with appropriate expertise, to assist the Board and the Investment Team;
investment managers, selected individually and collectively to reflect and implement the
investment policy, having full discretion within policy and contractual limits to manage
assets allocated to them;

custodians qualified to carry out recordkeeping, reporting, measurement and custodial
functions; and

other advisors that the Board deems appropriate and necessary

The Investment Team shall oversee the processes by which Custodians, Consultants, and other
Advisors are hired, evaluated, and terminated, and shall work with the General Counsel on the
terms of contracts of engagement.

At least every five years, the Investment Team will evaluate the performance and contract terms
of all such service providers and make a recommendation to the Board as to whether or not a
search process for new providers and/or renegotiation of terms be initiated.

Investment Objectives

MainePERS’ investment objectives balance the System’s twin goals of generating investment
returns (to ensure growth of the trust funds) and minimizing investment risks (loss of capital and
cash flow shortfalls). The Board recognizes and accepts that these goals are in opposition, and
that a trade-off exists between expected risk and return. The Board balances these goals by
seeking to optimize portfolio returns consistent with an established targeted portfolio risk level.
Additionally, by optimizing investment returns on trust assets, rather than attempting to
maximize them, the Board seeks to maintain contribution rate and funding level volatility at
acceptable levels that have been determined from time to time during strategic asset allocation
planning and asset/liability reviews.
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Strategic Asset Allocation and Rebalancing

The Investment Team and Board consultants shall annually review long-term capital market
expectations and existing asset class allocations with Trustees. The Board shall review, and
when strategically appropriate, approve recommended changes to the existing strategic asset
classes, target weights, and ranges for implementation by the Investment Team. (See Appendix

1)

The specified policy weight ranges define minimum and maximum acceptable weights for each
asset class. (See Appendix 2) The Investment Team shall maintain asset class weights within
target ranges, subject to considerations such as transactions costs and the unique
characteristics of private market investments, by reallocating capital within existing strategies
and investments. The Investment Team will provide Trustees with reports showing the fund’s
current asset allocation at least monthly, and report on rebalancing activity quarterly.

Portfolio Risk Management

The primary method of controlling risk shall be the selection of the strategic asset allocation and
asset class target weights within the allocation. (See Appendix 1) Combined with long term
capital market expectations, these policy weights define a portfolio with a specific level of risk.

The Chief Investment Officer shall develop a risk strategy for managing assets within the Board
approved strategic asset allocation. The risk strategy will specify practices and procedures for
the measurement and management of portfolio risk, including the provision of a portfolio risk
report to the Board at least quarterly. (See Appendix 3)

Nothing in the risk strategy shall override the Asset Classes, Policy Weights and Ranges
described in Appendix 1.

Performance Objectives and Benchmarks

The Board acknowledges that benchmarks provide insight into fund and asset class
performance, but are not necessarily guides for changing asset allocations or fund managers.
The rate of return earned by fund assets will be measured against a policy benchmark
comprised of the asset class benchmarks. (See Appendix 4) Returns earned by individual
managers will be compared with a benchmark index appropriate to each manager’s investment
approach.

For performance evaluation purposes, all rates of return will be measured net of the deduction
of investment management fees.

During a period of transition from one asset allocation to another, certain transitional allocations
to appropriate benchmarks are permitted.
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Investment Implementation

The Investment Team shall implement the investment policy, subject to Board guidelines:

o Exposure to publicly traded equity securities is expected to be obtained passively and
with weightings substantially similar to those of the benchmarks specified in Appendix 4.
Any exceptions must be approved by the Board.

¢ Investments within each Asset Class should be consistent with the Asset Class
definitions provided in Appendix 1.

Environmental, Social, and Governance; Engagement

In performing due diligence and monitoring activities, the Board and the Investment Team shall
comply with Board Policy 2.6, Environmental, Social and Governance Policy; and Board Policy
2.7, Engagement.

Investment Manager Selection and Allocation Process

MainePERS invests through external investment managers, who are charged to act as
fiduciaries, and allocates fund assets among them in accordance with the strategic asset
allocation. The Investment Team identifies, performs due diligence on, and recommends
investment managers and allocations to the Board. The Investment Team also monitors
performance and recommends retention and termination decisions to the Board. The Board
retains final authority for manager selection, retention and termination decisions.

Managers are selected and retained on the basis of an evaluation that establishes sufficient
confidence that the manager will improve the return and risk of the investment program. If and
when the Investment Team and/or consultant(s) identify an investment manager that they
believe will improve the investment program, the Investment Team will make a recommendation
to the Board of Trustees that the manager be hired. This recommendation will be accompanied
by an opinion by the investment consultant on this recommendation. The Board retains the final
authority to accept or reject such recommendations.

The Investment Team will prepare and present to the Board of Trustees selection criteria they
deem pertinent for each manager search and recommendation to hire. The Investment Team
will provide the Board with all the necessary information and analysis to enable an informed
decision. The Board may choose to interview the recommended manager or they may rely on
the Investment Team to conduct interviews.

Derivatives

In general, the use of derivatives is permitted provided that the purpose of the derivative is to
achieve an investment objective at lower cost and/or risk than would be the case with direct
investments in the underlying securities. The System may also invest in strategies which use
derivatives to obtain leverage. In all such cases, the use of derivatives must be disclosed to the
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Board prior to the Board’s approval, and the strategy must be structured so as to limit System
liability to the amount committed to the strategy.

Leverage

The System may invest in strategies in which managers have discretion to use leverage. The
use of leverage in any strategy must be disclosed to the Board prior to the Board’s approval,
and the strategy must be structured so as to limit System liability to the amount committed to the
strategy.

Fossil Fuel and Private Prison Investments

The System may invest in strategies providing managers with broad discretion in the selection
of investments. The potential for fossil fuel or for-profit prison investment must be disclosed to
the Board prior to the Board’s approval of a strategy. For those strategies likely to invest in
stocks, securities or other obligations of fossil fuel or for-profit prison assets, disclosures will
include a description of the expected role of such investments in the proposed strategy and
discussion of the process leading to the selection of the strategy.

On an annual basis, the Board will be provided with a report summarizing the System’s fossil
fuel and for-profit prison investments. This report will include a discussion of the actual and
expected changes in these exposures, and analysis of these exposures within the context of the
divestment statutes, 5 M.R.S. §§ 1957 and 1958.

Hedging

The Board has reviewed the benefits and risks associated with foreign currency exposures. As
a general rule the Board has chosen not to hedge currency at the portfolio level. Unless
otherwise directed asset managers will have discretion to hedge investments under their
management as they deem most beneficial to their mandate.

Co-Investments and Continuation Vehicles

The System may co-invest alongside private market funds in which the System is a current
investor and may invest in continuation vehicles within the guidelines set forth in Appendix 5
without further Board approval. A continuation vehicle is a fund established by the general
partner of an existing private market fund that is in the later stages of its life to receive one or
more portfolio companies from the existing fund to provide the opportunity for limited partners to
remain invested in the companies.
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Transaction Costs and Brokerage

The Board of Trustees expects investment managers, in their capacity as fiduciaries, to manage
transaction costs in the best interests of the System as an investor. To enable the managers to
fulfill this fiduciary duty, it is the Board’s policy not to be party to directed brokerage programs.

Securities Lending

The System may participate in a securities lending program either directly through its separately
managed portfolios or indirectly through its investments in pooled vehicles. In each case, the
securities lending program must focus on low risk, as opposed to maximization of returns. All
DB Plan Assets are available for securities lending.

Monitoring

The Board relies on the Investment Team and the investment consultant(s) to continuously
monitor the investment program and to report to the Board as outlined below.

¢ the Investment Team and investment consultant(s) provide comprehensive periodic
reports on the entire investment program, including asset allocation, performance of
each component relative to benchmarks, attribution analysis, and commentary.

¢ the Investment Team and investment consultant(s) monitor changes and developments
at investment managers and at custodian(s) on an ongoing basis and report significant
changes or events with recommended actions as needed.

Emergency Measures

Immediate action may be taken beyond the bounds of this policy under extraordinary
circumstances and in order to preserve the best interests of the plans’ participants by
unanimous decision of the following:

o The Chair, or in the Chair’s absence, Vice Chair of the Board

o The Chief Executive Officer, or in the Chief Executive Officer's absence, the Chief
Operating Officer and General Counsel

o The Chief Investment Officer, or in the Chief Investment Officer's absence, Deputy
Chief Investment Officer, or in the absence of both of them, the general investment
consultant

Any such action must be reported to the Board of Trustees at the earliest opportunity.
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Board Responsibilities — Investment Policy

Appendix 1: Asset Classes, Policy Weights and Ranges
Date Adopted: June 9, 2016

Date Amended: June 8, 2017; September 14, 2017; January 14, 2021; May 12, 2022

The System’s assets are invested across nine Asset Classes that play four distinct Roles in the
overall Fund. The Trustees define these Roles and Asset Classes and set target policy weights
and ranges below.

Weights
Minimum Policy Maximum
GROWTH 35% 42.5% 55%
Public Equity 20% 30% 40%
Private Equity 5% 12.5% 20%
0% 7.5% 12.5%
HARD ASSETS 15% 25% 35%
Real Estate 5% 10% 15%
Infrastructure 5% 10% 15%
Natural Resources 0% 5% 10%
CREDIT 5% 15% 20%
Traditional Credit 0% 5% 10%
Alternative Credit 0% 10% 15%
MONETARY HEDGE 5% 10% 15%
US Government Securities 5% 10% 15%
Cash 0% 0% 10%

Asset Class Definitions

The below Asset Class definitions are simplified and are intended to convey the general
characteristics of investments held within each class. Some investment strategies involve
assets and securities that span multiple asset classes.

Public Equity

Investments in publicly-traded shares of companies. May include different classes of common
stock, shares of REITs, and MLPs.

Private Equity

Investments in non-publicly traded shares of companies. Investments are typically made via
private limited partnerships, and may include both equity and debt securities.
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Risk Diversifiers

Investments typically made through private funds that generally invest in listed assets such as
stocks, bonds, and commodities, via strategies that are expected to have little correlation with
declining or rising stock markets.

Real Estate
Investments providing direct exposure Real Estate, including investments through private funds.
Infrastructure

Investments typically made through private funds that generally invest in assets that meet most
or all of the following criteria: provide essential public services, possess monopoly-like
characteristics, provide long term contracted cash flows, and bear limited volumetric and price
risk.

Natural Resources

Investments in private funds that generally invest in businesses focused on natural resources
such as timberland, agriculture, and mining. Private energy investments will generally be
included in Private Equity, rather than Natural Resources.

Traditional Credit

Investments in investment-grade debt instruments that are not issued by the U.S. Government.
Such debt may or may not be registered for sale to the general public.

Alternative Credit

Investments in debt instruments issued by non-investment grade and unrated entities. This may
include, but is not limited to high yield debt, bank loans, structured debt, and asset-backed debt.
Alternative credit investments are expected to pay or accrue periodic interest and to return
principal at maturity. Distressed debt and other debt or yield-oriented securities that include
equity-like exposures are considered Private Equity, not Alternative Credit.

Monetary Hedges

Investments in debt instruments issued by the U.S. Government, including nominal Treasury
securities and Treasury Inflation Protected Securities (TIPS), held in approximately equal
proportions.
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Roles in the Overall Fund

Each of the above asset classes fills a specific Role in the overall portfolio. These Roles are
defined below.

Growth Assets

Growth Assets are intended to reduce the system’s funding needs in the long term by
appreciating in value. Growth Assets possess inherently higher expected returns than other
asset classes. Growth Assets also have higher expected volatility than other asset classes, and
are expected to increase funding volatility in the short run.

Risk Diversifiers

Risk Diversifiers are investments that primarily derive their return from alpha (or active manager
skill) as opposed to market directionality. Risk Diversifiers are expected to provide significant
risk diversification benefits away from Growth Assets.

Hard Assets

Investments in the Hard Assets category provide exposure to long-lived “real” assets, such as
real estate, timber, agricultural, and infrastructure assets. Expected return levels of Hard Assets
are lower than those of Growth Assets, and a substantial portion of such returns is expected to
come from ongoing cash flows. Hard Assets are expected to provide inflation protection, to
have low correlation with Growth Assets, and to provide diversification benefits.

Credit Assets

Credit investments provide capital to end-users via loans and the purchase of debt securities.

Such investments provide for contractual returns (interest) and repayment of principal. Credit

investments possess lower risk and expected returns than equity investments, but have higher
risk and expected returns than monetary hedges. Credit investments are expected to provide

diversification away from Growth Assets.

Monetary Hedges

The role of Monetary Hedges in the portfolio is to provide liquidity and a safe harbor in times of
turbulence. These investments are cash and obligations of the U.S. Government, and are
considered to be free of default risk.
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Board Responsibilities — Investment Policy

Appendix 2: Rebalancing
Date Adopted: June 9, 2016

Date Amended: May 12, 2022; July 14, 2022

The Board has set target weights for each Asset Class and Role in Portfolio category in
Appendix 1, and delegates the management of asset class allocation to the Investment Team.
The Investment Team is expected to maintain asset class weights near target, subject to
considerations such as transactions costs and the unique funding and liquidity characteristics of
private market investments.

To this end, the Team is permitted to reallocate capital within existing strategies and
investments for rebalancing purposes. The Investment Team is expected to consider both Role
in Portfolio and Asset Class policy weights when rebalancing. The Team will provide Trustees
with reports showing the Fund’s current asset allocation at least monthly, and report on
rebalancing activity at least quarterly.

In the specific case of the System’s Risk Diversifier allocation, the Investment Team is permitted
to rebalance across existing managers and strategies, consistent with the goal of maintaining
diversification within the allocation. Rebalancing activity will be reported to Trustees at least
quarterly.
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Board Responsibilities — Investment Policy
Appendix 3: Risk Strategy

Date Adopted: June 9, 2016

Date Amended: New

While this Risk Strategy is in development the Chief Investment Officer shall rely on the
Strategic Asset Allocation and Rebalancing provisions of this policy to manage the Fund’s risk.

The Investment Team and the Board believe that this approach will deliver an appropriate
expected return with commensurate risk over a long term horizon. However they also recognize
that the portfolio’s realized risk will vary over time which may result in periods during which the
fund bears substantially higher risk than the System initially targeted.

In an effort to achieve more stable (less volatile) returns, the Investment Team will seek to
develop management tools and practices that they believe will be better able to keep the fund’s
risk in an acceptable range.

This Risk Strategy shall be updated from time to time by the Trustees to reflect
recommendations developed by the Chief Investment Officer.

Nothing in the Risk Strategy shall override the Asset Classes, Policy Weights and Ranges
described in Appendix 1.
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Board Responsibilities — Investment Policy

Appendix 4: Policy Benchmarks

Date Adopted: June 9, 2016

Date Amended: June 8, 2017, January 14, 2021, May 12, 2022

APPENDIX E

Asset Benchmark Weight
Total Public Equity Russell 3000 & MSCI ACWI ex-USA, based 30%
on ACWI weights
Private Equity Russell 3000 + 3% 12.5%
Diversifiers 0.3 Beta MSCI ACWI 7.5%
Real Estate NCREIF Property (lagged one quarter) 10%
Infrastructure CA Infrastructure Median 10%
Natural Resources CA Natural Resources Median 5%
Traditional Credit Barclays US Aggregate, ex Treasury 5%
Alternative Credit 50% BAML US HY Il + 50% S&P/LSTA US 10%
Leveraged Loan Index
U.S. Government 50% Bloomberg Barclays U.S. Government 10%

Securities

Www.mainepers.org

Bond Market Index + 50% Bloomberg U.S.
TIPS Index
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Board Responsibilities — Investment Policy

Appendix 5: Co-Investments and Continuation Vehicles
Date Adopted: May 12, 2022

Date Amended: March 14, 2024

Co-investments and investments in continuation vehicles are permitted within private market
asset classes, subject to the below guidelines.

Target Allocation 7.5% of total Fund.

This target is a subset of the total 47.5% allocation to private market
asset classes, and is not in addition to that allocation.

The 7.5% target includes investments in both co-investments and
continuation vehicles.

Asset Classes Co-investments and investments in continuation vehicles may be
made in each of the private market asset classes.

Discretion Investment Team has discretion to make co-investments and
investments in continuation vehicles, in consultation with the asset
class consultant.

Signatories The Chief Executive Officer, Chief Investment Officer, and General
Counsel are authorized as signatories to execute documents in
connection with co-investments and investments in continuation
vehicles.

Permissible Partners | Unless otherwise authorized, co-investments will only be made
alongside Funds in which the System is a current investor.

Unless otherwise authorized, investments in continuation vehicles
will only be made in cases where the vehicle is being formed to
continue ownership of assets being acquired from a fund in which
the System is a current investor.

Size Limits Unless otherwise authorized, maximum of $25m invested into any
single co-investment or continuation vehicle.

Unless otherwise authorized, maximum of $200m aggregate
continuation vehicle investment and co-investment in a single asset
class with any single General Partner.
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The Investment Team will provide additional reporting to Trustees
for those General Partners with more than $100m of aggregate
continuation vehicle investment and co-investment in any single
asset class.
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Excerpt from “Investment General Practice 21.0 Engagement - Proxy
Voting Implementation Guidelines”

Amended language in bold and italics.

Shareholder Proposals

MainePERS will generally vote:

¢ In favor of proposals calling for reasonable disclosures of risks or risk mitigation
actions related to environmental factors.

o In favor of proposals aligned with the goal of combatting climate change when
the proposal is expected to have no impact on shareholder financial value.

e Against proposals that promote policies counter to the objective of combatting
climate change when the proposal is expected to have no impact on
shareholder financial value.
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

RETIREMENT SERVICES

BENEFITS PAYROLL: Regular monthly pension benefit payments were made to 49,003 recipients in December, totaling $112,815,376. Note: Special payments paid outside of the
regular payroll run are not reflected in the “Benefits Payroll” total. Applying to all graphs in this report, instead of providing fiscal years of 2022, 2023 and 2024 individually, this graph
provides the average of those years against fiscal years 2025 and 2026.
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RETIREMENT SERVICES: (CONTINUED)

DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

FIRST TiIME BENEFIT RECIPIENTS: Eighty (80) individuals received their first benefit payment in December. The average benefit amount was $2,443. First time recipients averaged twenty

(20) years of service. The count of new recipients, payment amount, and service are comparable to data seen during the same month in recent prior years.

Number Receiving 1st Bene &
Avg. Yrs of Service
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RETIREMENT SERVICES: (CONTINUED)

DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

CoNTRIBUTION REFUNDS: One hundred sixty-one (161) former members received a refund of their contributions in December. The average refund was $12,872 as the result of an
average of three (3) years of service. The aggregate amount refunded was $2,072,406. Note: Data for FY22 — July to December — was not captured so the average for those months

only includes fiscal years 2023 and 2024.

Number of Contribution
Refund Recipients

mmmm FY25 # of Contribution Refund Recipients
Y26 # of Contribution Refund Recipients
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Contribution Refunds Issued: Total Number & Average Years of Service
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

RETIREMENT SERVICES: (CONTINUED)

CONTRIBUTION REFUNDS
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

DISABILITY SERVICES

Intake Interviews and Applications: There were fifteen (15) interviews completed in December with varying levels of detail and duration. Intakes included five (5) State members, five
(5) Teacher members, five (5) PLD and zero (0) other members. There were six (6) new disability retirement applications received in December.

Disability Intake Interviews and Applications

25
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m3YR Avg # Disability Intake Interviews (FY22-FY24) 15 18 21 19 16 15 20 20 22 22 15 12
mFY25 # Disability Intake Interviews 18 24 10 23 13 21 16 23 23 19 15 10
= FY26 # Disability Intake Interviews 17 13 13 23 11 15
3YR Avg # Disability Retirement App's. (FY22-FY24) 8 6 9 9 5 5 7 9 6 9 8 5
mFY25 # Disability Retirement Applications 7 3 11 4 9 4 7 6 11 9 6 5
u FY26 # Disability Retirement Applications 6 7 4 8 3 6
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

SURVIVOR SERVICES

GLI Claim Numbers and Values: There were fifty-three (53) life insurance claims sent to our carrier (The Hartford) in December with a total value of $1,660,715 in payments due to
beneficiaries. Of the claims, forty-three (43) were retiree claims and ten (10) were active member claims including two (2) dependent claims.
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

DEFINED CONTRIBUTION PLAN SERVICES

Total Participants and Investment Assets: MaineSTART had two thousand ten (2,010) participants at the end of December with $ $ 89,147,495 of investment assets in the program.

MaineSTART Total Participants and Investment Assets
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=== 3YR Avg # MaineSTART Participants (FY22-FY24) 1,591 1,599 1,619 1,627 1,634 1,633 1,640 1,649 1,655 1,666 1,671 1,679
s FY25 # MaineSTART Participants 1,780 1,788 1,810 1,815 1,825 1,846 1,852 1,850 1,854 1,910 1,923 1,935
e FY26 # MaineSTART Participants 1,952 1,956 1,972 2,000 1,990 2,010
-3 YR Avg Total Investment Assets (FY22-FY24)  $60,268,421 $59,511,980 $56,967,925 $50,058,013 $59,536,716 $60,749,990 $61,096,623 $60,721,925 $62,031,538 $60,487,966 $61,256,406 $61,418,055
—o—FY25 Total Investment Assets $70,334,032 $72,386,580 $73,931,443 $72,999,209 $75,465,295 $74,024,172 $75,627,669 $75,891,481 $74,068,419 $75,772,302 $78,812,340 $81,794,159
—o—FY26 Total Investment Assets $82,457,603 $83,771,245 $85,678,633 $87,630,130 $88,027,628 $89,147,495
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PARTICIPATING LOCAL DISTRICT (PLD)

PLAN ADMINISTRATION

DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

New Employer Members & Plan Changes: There were no new employer joining the PLD Retirement Program effective December 1, 2025. There were two (2) employer plan
changes effective December 1, 2025. Note: This metric reflects PLD employer changes (joining, returning, adopting plan changes) in the month of their implementation. This format is
consistent with MainePERS activity reporting to our actuary.

Number of PLD Plan Changes &
Number of New ER Members

m3YR Avg # New PLD Plan Employers (FY22-FY24)
mFY25 # New PLD Plan Employers
FY26 # New PLD Plan Employers

3YR Avg # PLD's Adopting Plan Changes (FY22-FY24)

mFY25 # PLD's Adopting Plan Changes
mFY26 # PLD's Adopting Plan Changes
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

PLD PLAN ADMINISTRATION (CONTINUED)

Employers and Active Members: PLD employers increased from 368 in July to 376 in September; PLD Employee numbers initially decreased from 14,029 in June to 13,986 in July
but then increased to 14,098 in September This data will be reported quarterly. Due to the timing of the Board Report, the next update will be included in the January 2026 supplement

numbers at the February 2026 meeting.

PLD Plan: Employers and Active Members
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s 3YR Avg # PLD Employers (FY22-FY24) 345 349 350 351 351 353 354 356 357 356 356 353
wm FY25 # PLD Employers 361 361 361 360 359 359 360 362 363 364 366 368
s FY26 # PLD Employers 368 371 376
—=o==3YR Avg # PLD Active Members (FY22-FY24) 12,277 12,383 12,429 12,604 12,675 12,810 12,822 12,944 13,004 13,006 13,023 13,050
8= FY25 # PLD Active Members 13,486 13,474 13,503 13,593 13,728 13,825 13,730 13,869 13,882 13,969 14,006 14,029
—a—FY26 # PLD Active Members 13,956 14,040 14,008
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

PLD PLAN - MONTHLY AND CUMULATIVE EMPLOYER PLAN CHANGES

Monthly and Cumulative Employer Plan Changes: There were no new employers joining the PLD Retirement Program effective December 1, 2025. There were two (2) employer
plan changes effective December 1, 2025. Total plan changes for FY26 are eighteen (18). Note: This metric reflects PLD employer changes (joining, returning, adopting plan changes)
in the month of their implementation. This format is consistent with MainePERS activity reporting to our actuary.

PLD: Monthly and Cumulative Employer Plan Changes
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mmmm FY25 # PLD's Adopting Plan Changes 7 3 2 4 1 4 4 1 1 1 0 2
= FY26 # PLD's Adopting Plan Changes 9 3 3 1 0 2
3YR Avg Cumulative Plan Changes Adopted (FY22-FY24) 13 19 24 26 28 29 35 36 36 39 40 41
==@==FY25 Cumulative Plan Changes Adopted 7 10 12 16 17 21 25 26 27 28 28 30
==0==FY26 Cumulative Plan Changes Adopted 9 12 15 16 16 18
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DECEMBER 2025 BOARD OF TRUSTEES OPERATIONS — MEMBER SERVICES SUPPLEMENTAL NUMBERS

Focus FRIDAY IMPACT ON BACKLOG REDUCTION

PRELIMINARY TO FINAL BENEFIT (PB TO FINAL) BACKLOG THROUGH DECEMBER 31, 2025: The backlog projections and reporting below are based on a data point that counts days since an
initial Preliminary Benefit disbursement date (Days on PB) occurred.

Retirees on Preliminary Benefit Through 12/31/25 (Total Open Pension Retirement Workflows)
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MAINEPERS

BOARD OF TRUSTEES RULEMAKING MEMORANDUM

TO:
FROM

SUBJECT:

DATE:

BOARD MEMBERS

NANETTE ARDRY, ASSOCIATE GENERAL COUNSEL
RULEMAKING UPDATE

JANUARY 2, 2026

Notices

We do not plan to publish notice of rulemaking in January 2026.

Public Hearings

The January Board Meeting will include public hearings on:

A proposed amendment to Rule Chapter 103 (Qualified Domestic Relations
Orders). This rule discusses the requirements for Qualified Domestic Relations
Orders to be approved by MainePERS. The proposed amendments remove a
reference to the Social Security offsets and provide guidance on digital certification
of court orders.

A proposed amendments to Rule Chapter 511 (Standards for Actively Seeking
Work). This proposed amendment allow those members participation in full-time
educational or vocational programs to be considered to meet the requirements of
actively seeking work.

A proposed amendment to Rule Chapter 803 (Participating Local District
Consolidated Retirement Plan). This rule establishes a consolidated retirement
plan as required by 5 M.R.S. 818801 et seq. for local districts that are participating
local districts under 5 M.R.S. Chapter 425 and Chapter 427. The proposed
amendments would treat pre-consolidated service credit as Consolidated Plan
service for those retiring after the new Pension Administration System (PAS) goes
live, which is planned for September 2028. This would avoid programming
complexity for the pre-consolidated plans and testing the new system, which we
expect to use for many years after the last pre-consolidated plan member retires.
The PLD Advisory Committee has recommended this amendment.

Copies of the proposed amended rules accompany this memorandum.



BOARD OF TRUSTEES RULEMAKING MEMORANDUM JANUARY 2, 2026 - PAGE 2

M. Adoptions

The January Board meeting does not include consideration of any proposals.

POLICY REFERENCE

Board Policy 2.3 -- Rulemaking

Board Policy 4.5 — Board/Staff Relations

Board Policy 4.6 — Communications and Support to the Board

RECOMMENDATION

No Board action is required at this time.


https://www.mainepers.org/wp-content/uploads/pdfs/Board-Materials/Governance-Manual-Files/2.3-Rulemaking-11.14.24.pdf
https://www.mainepers.org/wp-content/uploads/pdfs/Board-Materials/Governance-Manual-Files/2.3-Rulemaking-11.14.24.pdf
https://www.mainepers.org/wp-content/uploads/pdfs/Board-Materials/Governance-Manual-Files/4.5-Board-Staff-Relations-11.9.23.pdf
https://www.mainepers.org/wp-content/uploads/pdfs/Board-Materials/Governance-Manual-Files/4.5-Board-Staff-Relations-11.9.23.pdf
https://www.mainepers.org/wp-content/uploads/4.6-Communication-Support-to-Board-11.10.22.pdf
https://www.mainepers.org/wp-content/uploads/4.6-Communication-Support-to-Board-11.10.22.pdf

94-411 MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM

Chapter 103: QUALIFIED DOMESTIC RELATIONS ORDERS

SUMMARY: This Chapter implements the provisions in the Maine Public Employees Retirement
System statutes relating to qualified domestic relations orders (5 M.R.S. §§ 17059 to 17061) which
provided the statutory authority for the retirement system to pay benefits to the alternate payee of a
member or retiree when the right to such payment is established by a qualified domestic relations order.
This Chapter provides the standards for such orders, procedures for their filing, and the procedures to be
followed by the retirement system in reviewing and administering the statute.

SECTION 1. Definitions

Terms used in this chapter, unless the context otherwise indicates, shall have the same definitions
asin 5 ML.R.S. § 17001.

1. Benefits Payable With Respect to a Member or Retiree. "Benefits payable with
respect to a member or retiree" means any payment made or required to be made to a
member, retiree or beneficiary under 5 M.R.S., chapter 423, subchapter 5, chapter 425,
subchapter 5, or chapter 427 and withdrawal of accumulated contributions, but excluding
benefits payable under:

A. Section 17953, subsection 4;

B. Section 18003, with relation to dependent children;
C. Section 18553, subsection 4; and
D. Section 18603, with relation to dependent children.

SECTION 2. Information to Spouse

Upon receipt of an attested copy of the complaint for divorce and a written request which
identifies the member or retiree by name and social security number and which states the date of
the marriage, the retirement system will provide the spouse or former spouse of a member or
retiree with the same information that would be provided to the member or retiree on the
member's or retiree's account or benefits which is relevant to the spouse's or former spouse's
interest in the member's or retiree's account or benefits.

SECTION 3. Payments by Maine Public Employees Retirement System

1. The retirement system shall make payments of death or retirement benefits or of refunded
contributions only as directed by statutes and rules or by a qualified domestic relations
order.
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SECTION 4.

SECTION 5.

If benefits are payable pursuant to a qualified domestic relations order that meets the
requirement of a domestic relations order as defined in section 414(p) of the Internal
Revenue Code, then the applicable requirements of section 414(p) of the Internal
Revenue Code will be followed by the retirement system.

Submission of orders

A person who wishes to have the retirement system review a domestic relations order to
establish whether it meets the requirements for a qualified domestic relations order must
submit to the retirement system a written request for review and a copy of the domestic
relations order. The request may be made either before or after the order has been entered
by the court. The order will be reviewed as provided by section 5. If the order has been
entered, it must have been certified by the clerk of the court that entered the order.
Digitally signed certification will only be accepted where it complies with Maine law.

Subject to review and approval by the Board, the Chief Executive Officer will establish
and may revise from time to time a filing fee for the processing and review of orders. The
fee will be based on the time required for processing and review of orders, will be
reasonable, and will not be set at a level which requires the retirement system's members
and employers as a whole to subsidize the cost of processing and review. The fee in
effect at the time an order is first submitted, whether before or after entry by the court,
must be paid before the order will be processed and reviewed.

If a domestic relations order is submitted for review after it has been entered by the court
and is thereafter amended with the intention that it be a qualified domestic relations
order, the member or retiree or the alternate payee must submit a certified copy of the
amended order to the retirement system. The retirement system shall review any amended
order that it receives according to the same rules applicable to all other orders. A filing
fee is not required with the submission of an amended order if the fee was paid with the
initial submission of the order. If the review period exceeds 18 months and the domestic
relations order (either as originally submitted or as subsequently revised) has not yet been
approved, an additional filing fee is required for any review to continue, unless the delay
in approval was caused by the retirement system. Digitally signed certification will only
be accepted where it complies.

Review of Orders

The Chief Executive Officer shall review the order for compliance with the requirements
imposed by 5 M.R.S. §17059 and this chapter. Upon completion of the review, The Chief
Executive Officer shall notify the member or retiree and each alternate payee in writing
of the determination of whether the order is or is not a qualified domestic relations order.
For any order that is determined not to be a qualified domestic relations order, the
notification must identify the provisions of 5 M.R.S. §17059 or this chapter that the order
does not meet.

During any period, not to exceed 18 months, in which a domestic relations order is under
review to determine whether it in a qualified domestic relations order or a determination
that an order is not qualified is on appeal to the Board or to court, the retirement system
will, in the manner provided by 5 M.R.S. §17059, sub-§§ 7, 8, 9, and 10, identify and
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hold amounts that would have been paid to the alternate payee if the order had been
determined to be a qualified domestic relations order and will pay those amounts during
or after the period as therein provided.

SECTION 6. Qualified Domestic Relations Order Standards

The Chief Executive Officer will apply the requirements of 5 M.R.S. §17059 to determine
whether an order is a qualified domestic relations order. The following provisions will also be
used in making the determination:

L.

The order must provide for all possible distributions of benefits by the retirement system
for the member or retiree under plan provisions. This requirement shall be deemed to
have been met by a provision that:

A. Awards to the alternate payee a specific or clearly determinable percentage,
rather than an amount, of each distribution by the retirement system based on the
member's account or retiree's benefit;

B. Awards a specific amount of a benefit, rather than a percentage, to an alternate
payee as long as the determination that the order is a qualified domestic relations
order is made subsequent to the member's retirement and the order also provides
for a reduction of the amount awarded in the event that the benefits available to
the retiree or member are reduced by law; or

C. Awards to the member or retiree, in accordance with plan provisions, all benefits
payable with respect to a member or retiree not specifically awarded to the
alternate payee.

The order must provide for reducing the amount awarded in the event of reduction of the
benefit based on the age of the member, each reduction to be in proportion to the factors
used to reduce the standard monthly benefit on the basis of the member's age below
normal retirement age. This requirement shall be deemed to have been met if:

A. The order awards a percentage of whatever monthly benefit is payable after all
elections have been made by the member, or in the event of death benefits, by the
designated beneficiary;

B. The member or retiree has reached normal retirement age and, if a retiree, has

retired without any reduction for early age retirement at the time of the
determination as to whether the order is a qualified domestic relations order; or

C. The order reflects that the retiree is or will be receiving retirement benefits
reduced for early age retirement and the award to the alternate payee has
considered the reduced amount of the retiree's monthly benefit payments.

The order may not:

A. Purport to require the designation by the member or retiree of a particular person
and the recipient of benefits in the event of a member's or retiree's death;



94-411 Ch. 103  page 4

SECTION 7.

Purport to require the selection of a particular benefit payment plan or option or
to limit the benefit payment plans or options from which the member or
beneficiary may select;

Require any action on the part of the retirement system contrary to its governing
laws or plan provisions other than the direct payment of the benefit awarded to an
alternate payee or the direct payment of the benefit awarded to an alternate payee
before the retirement of a member and when the payee reaches the member’s
normal retirement age;

Make the award to the alternate payee an interest which is contingent on any
condition other than those conditions resulting in the liability of the retirement
system for payment under its plan provisions;

Purport to give to someone other than a member or retiree the right to designate a
beneficiary or to choose any retirement plan or option available from the
retirement system;

Attach a lien to any part of amounts payable with respect to a member or retiree;

Award an alternate payee a portion of the benefits payable with respect to a
member or retiree under the retirement system and purport to require the
retirement system to make a lump sum payment of the awarded portion of the
benefits to the alternate payee that are not payable in a lump sum; or

Purport to require the retirement system, without action by the member, to
terminate a member from membership or employment, to refund contributions, or
to retire a member.

The retirement system will divide future benefit increases provided by statute or act of
the Legislature between the member, retiree or beneficiary and the alternate payee in the
same proportion that the benefits are divided.

An order shall specify the date of the marriage, if the alternate payee is the member's or
retiree's spouse or former spouse.

Payment Pursuant to Qualified Orders

If the order is determined to be a qualified domestic relations order, the retirement system shall,
subject to the limitations of applicable statutes and this chapter, pay benefits in accordance with
the order at the time benefits become payable to or in the case of contributions, are withdrawn by
the member. Any determination that an order is a qualified domestic relations order is voidable or
subject to modification if the retirement system determines that the provisions of the order have
been changed or that circumstances relevant to the determination have changed.

SECTION 8. Orders Not Qualified
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The Chief Executive Officer shall provide a written notice of any determination that an order is
not a qualified domestic relations order, identifying the provisions of 5 M.R.S. §17059 or this
chapter that the order does not meet.

SECTION 9. Appeal of Determination that Order is Not Qualified

A determination by the Chief Executive Officer that an order is not a qualified domestic relations
order is a decision that may be appealed to the Board of Trustees of the retirement system as
provided by 5 M.R.S. §17451.

SECTION 10. Restoration to Service

For the purpose of calculating earnings limitations for retirees or recipients of disability
retirement benefits who have been restored to service, the retiree's or recipient's retirement benefit
or disability benefit will be considered to be the amount that would have been paid if there had
been no qualified domestic relations order.

SECTION 11. Amount of Disability Retirement Benefit Subject to Qualified Domestic Relations

Order

If the benefit of a recipient of a disability retirement benefit is reduced because of amounts
received by the recipient as Workers Compensation er-Seetal-Seeuritybenefits, er-beth;the
amount of the benefit subject to a qualified domestic relations order is the amount of benefit
remaining after reduction for the Workers Compensation e+the-Seecial-Security benefits-erbeth.

SECTION 12. Reinstatement of Service Credit

L.

If a member terminates membership in the retirement system by withdrawal of
contributions, the retirement system shall pay all or a portion of the amount withdrawn to
any alternate payee as directed by a qualified domestic relations order. If the former
member later resumes membership in the retirement system, the retirement system shall
pay to an alternate payee no portion of any benefits payable to the member or retiree
which result from the resumption of membership, even if those benefits result in part
from reinstatement of service credit initially credited during the marriage.

In order to receive credit for all service represented by withdrawn or refunded
contributions, a member who in reinstating service credit by repaying amounts previously
withdrawn or refunded must repay the entire amount withdrawn or refunded, regardless
of whether a portion or all of the amount was paid to an alternate payee. Repayment must
be made in accordance with 5 M.R.S. §17703 or §18304 and service credit shall be
granted in accordance with 5 M.R.S. §17757 or §18357.

SECTION 13. Payment to Alternate Payee; Service Retirement Benefits
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When the interest awarded to an alternate payee by a qualified domestic relations order is
distributed as a portion of a service retirement benefit, the retirement system will pay the
alternate payee an amount that is the actuarial equivalent of that interest in the form of an
annuity payable in equal monthly installments for the life of the alternate payee when:

A.

B.

the qualified domestic relations order arises in or because of divorce;

the qualified domestic relations order divides service retirement benefits between
a member and the alternate payee; and

the determination that the order is a qualified domestic relations order is made
prior to the member's retirement.

Payment under subsection 1 shall be determined as follows:

A.

As of the date payment to the alternate payee is scheduled to begin, the
retirement system shall determine the single life annuity value of the retirement
benefit payable to the member.

(1 If the portion of the benefit awarded to the alternate payee by the order is
not clearly stated as a percentage of full benefits, the retirement system
shall determine the percentage of full benefits that is the equivalent to the
benefit awarded to the alternate payee.

2) The single life annuity value determined by the retirement system shall
be multiplied by the percentage of full benefits awarded to the alternate
payee. The result of this calculation shall be actuarially converted to a
single life annuity payable to the alternate payee for the lifetime of the
alternate payee.

The benefit payable to the member shall be reduced by an amount equivalent to
the value of the benefit payable to the alternate payee. Payment by the retirement
system of the alternate payee's interest as provided by this section has no effect
on the right of a member to name a beneficiary or the right of a member to
choose an optional method of payment upon retirement.

Payment of the alternate payee's interest under this subsection will be effective as
of the same date benefit payments are effective for the member unless, effective
September 1, 2024, the alternate payee is eligible under the terms of the qualified
domestic relations order to receive benefit payments before the member’s
retirement.

If the alternate payee begins to receive benefit payments before the member’s
retirement and the calculation of the alternate payee’s benefit payments depends
on the member’s entire membership period, the alternate payee’s benefit
payments will be recalculated when the member retires using the same actuarial
factors used to calculate the alternate payee’s initial benefit.

When the interest awarded to an alternate payee by a qualified domestic relations order is
distributed as a portion of a service retirement benefit and the determination that the order



94-411 Ch. 103 page 7

SECTION 14.

SECTION 15.

is a qualified domestic relations order is made subsequent to the member’s retirement, the
interest awarded the alternate payee by the qualified domestic relations order will be paid
as a portion of the service retirement benefit the retiree is receiving.

A. If the alternate payee is already a named beneficiary under any option elected by
the retiree at retirement, the total monthly benefit to which the retiree is entitled
without regard to the qualified domestic relations order, whether payable to the
retiree only or as divided between the retiree and the alternate payee beneficiary,
will be apportioned between the retiree and the alternate payee according to the
terms of the qualified domestic relations order. Upon the death of either the
retiree or the alternate payee beneficiary, the benefit amount to be paid to the
survivor will be that required under the option elected by the retiree at retirement,
as though no qualified domestic relations order had existed.

B. If the alternate payee is not a named beneficiary under the option elected by the
retiree at retirement, the benefit to which the retiree is entitled without regard to
the qualified domestic relations order, will be apportioned between the retiree and
the alternate payee according to the terms of the qualified domestic relations order.
If the retiree predeceases the alternate payee, payments to the alternate payee will
cease and payments to the retiree's named beneficiary or beneficiaries will be made
as required under the option elected by the retiree at retirement, as though no
qualified domestic relations order had existed. If the alternate payee predeceases
the retiree, the benefit then being paid to the retiree will be increased by the
amount of the benefit which was being paid to the alternate payee at time of death.

C. Payment according to the terms of the qualified domestic relations order under
this subsection will commence as of the first day of the month following the date
upon which the order is determined to be qualified, unless the parties jointly
direct that payment is to commence at a later date.

Death of an Alternate Payee

When the retirement system has not yet begun to make payment to an alternate payee and
is provided with proof of the death of the alternate payee, benefits payable to the member
or retiree will be paid without regard to the qualified domestic relations order.

When the retirement system has begun to make payment to an alternate payee under
subsection 13(1), benefits payable to the member or retiree will not increase or otherwise
be affected because of the death of the alternate payee.

When the retirement system has begun to make payment to an alternate payee under
subsection 13(3), and is provided with proof of the death of the alternate payee, further
benefits payable to the member or retiree will be paid without regard to the qualified
domestic relations order unless the order provides otherwise.

Payments Made in Error

If a member or retiree, or the beneficiary or estate of either receives any amount of a
distribution that has been awarded to an alternate payee, the recipient is designated a
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constructive trustee for the amount received and shall immediately transmit such amount
to the alternate payee.

2. If a alternate payee or the estate, heirs, or legatees of the alternate payee receives any
amount of a distribution that should have been paid to a member or retiree, or the estate,
heirs, or legatees of either, the recipient is designated a constructive trustee for the
amount received and shall immediately transmit such amount to the member or retiree or
other person to whom the amount should have been paid.

3. If a member, retiree, or the beneficiary, estate, heirs, or legatees of either receive any
amount of a distribution that should not have been paid by the retirement system, the
recipient is designated a constructive trustee for the amount received and shall
immediately transmit such amount to the retirement system.

STATUTORY AUTHORITY: 5 M.R.S.A. §§ 17103(4), 17059(13)

EFFECTIVE DATE:
October 4, 1992 — filing 92-404

AMENDED:
November 28, 1993 — filing 93-429
February 14, 1994 — filing 94-51

EFFECTIVE DATE (ELECTRONIC CONVERSION):
May 5, 1996

AMENDED:
February 14, 2010 — filing 2010-32

AMENDED:
July 31, 2024 — filing 2024-163



94-411 MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM

Chapter 511: STANDARDS FOR ACTIVELY SEEKING WORK

SUMMARY: This Chapter sets out the standards and definitions to be applied in determining under
5 M.R.S.A. §§ 17929(2)(B)(1) and 18529(2)(B)(1) whether a disability retirement benefit recipient is
actively seeking work.

SECTION 1. PURPOSE

The purpose of this Chapter is to set out the standards of “actively seeking work” for a person
who was awarded disability retirement benefits and for whom a final determination has been
made that the person dees-netno longer meets the requirements for the continuation of disability
retirement benefits.

SECTION 2. DEFINITIONS

+——Actively seeking work status. “Actively seeking work status” means that a final
determination has been made that the person no longer meets the requirements for the
continuation of disability retirement benefits and that the person is able to engage in
substantially gainful activity. In this status, disability benefits are continued_for up to five
years or until the person has secured substantially gainful activity but only so long as the
person is actively seeking work.

SECTION 3. STANDARDS

1. Except as specified in subsection 2, aA person in actively seeking work status must:
A. Register with the Maine Department of Labor Career Center;
B. Participate in all job readiness or job seeking activities recommended by the

Career Center;

C. Participate at least annually in resume preparation and interviewing skills
workshops offered by the Career Center and submit an updated resume to the
Career Center;

D. Maintain a current signed record release authorization that allows MainePERS to
request and receive information from the Career Center and verify any other
information submitted pursuant to this rule;
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E. Apply in person or online for at least eight jobs each month with employers who
are hiring or otherwise accepting applications, at least four of which must result
in written acknowledgement of receipt of the application; and

F. Do all other activities that a reasonably prudent non-incapacitated individual would
do to secure work.

2. A person need not comply with subsection 1 to demonstrate actively seeking work status
during the period of time, not to exceed five years, when the person is enrolled full-time in a
degree, professional certificate, vocational, or apprenticeship program or another program
approved by the Chief Executive Officer or designee as providing similar job preparedness.

3. A person who has not secured employment at or above the substantially gainful activity
earnings level after five years in actively seeking work status is presumed to not have been
actively seeking work not withstanding compliance with subsections 1 and 2. This
presumption may be rebutted by information showing that the failure to secure employment
at or above the substantially gainful activity earnings level was beyond the person’s control.

SECTION 4. DOCUMENTING COMPLIANCE WITH STANDARDS

1. A person in actively seeking work status srustdemonstrates compliance with the
standards set forth in Section 3, subsection 1, by submitting, so it is received by the system by the Sth of
each month, an accurate, complete and signed report of the following information on forms provided by
the system:

At Verification of eight job applications, including date of submission, employer
name and address, method of contact, and a short statement of the result, and a
copy of any internet posting, advertisement or Career Center printout that led to
submission of the application;

B2. A copy of four written acknowledgements of receipt of job applications detailed
under subsection 1, which written confirmation may include an email response, a
computer-generated acknowledgement, a letter, or a signed system employer
contact form,;

C3. Information pertaining to any job offer that the person has received and refused,
including a detailed explanation for any such refusal;

D3. Verification of the source and amount of any earnings, remuneration or other
compensation from any employment, self-employment, commission sales, or
other income for the previous month;

ES. Verification of any change in name, address or telephone number; and
Fe. In the report submitted in January of each year, verification of any classes

completed with the Career Center in the past year and verification that the person
has submitted an updated resume to the Career Center.
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A person relying on Section 3, subsection 2. to satisfy the actively seeking work

SECTION 5.

L.

standards must submit proof of full time enrollment in the degree, professional certificate,
vocational, apprenticeship, or other approved program on at least a semi-annual basis in a
form specified by the system.

SUSPENSION OR TERMINATION OF BENEFITS

For any month during the calendar year that the person does not meet all the required
standards, the retirement system will suspend the payment of benefits subject to 5 M.R.S.
§17105-A. Such a suspension in benefits will occur in the month following the issuance
of a written decision that the standards have not been met. If the person subsequently
resumes compliance, the benefits will resume. Such resumption in benefits will occur in
the month following the month for which the standards are again met. There will be no
payment of disability retirement benefits for the month or months for which benefits were
suspended under this subsection.

If the person fails to meet the standard for a total of any sequential or non-sequential
three months in any 12-month period, the retirement system will terminate the payment
of benefits.

If the person refuses a job that is consistent with the person’s training, education, and
experience that would generate an income equal to or greater than the member’s
substantially gainful activity earnings level, the retirement system will terminate the
payment of benefits as of the month following the month that the person refused the job
offer.

A disability retirement benefit recipient in actively seeking work status who is
incarcerated shall be deemed unable to actively seek work, and the payment of disability
retirement benefits will be suspended during the period of incarceration.

For any person who secures a job or engages in activity that generates an income equal to
or greater than that member’s substantially gainful activity earnings level, the retirement
system will terminate the payment of benefits as of the month following the month the
person accepts or engages in the job or activity.

STATUTORY AUTHORITY:
5 M.R.S. §§ 17103(4), 17929(2)(B)(1) and 18529(2)(B)(1)

EFFECTIVE DATE:
April 30, 2007 — filing 2007-152

AMENDED:

April 14, 2020 — Section 8 added, filing 2020-093 (EMERGENCY)
July 18, 2020 — Section 8, filing 2020-157

REPEALED AND REPLACED:
December 8, 2021 — filing 2021-241
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AMENDED:
March 1, 2023 — filing 2023-034



94-411 MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM

Chapter 803: PARTICIPATING LOCAL DISTRICT CONSOLIDATED RETIREMENT PLAN

SUMMARY: This chapter establishes a consolidated retirement plan, as required by 5 M.R.S. §18801 et seq.
for local districts that are participating local districts under 5 M.R.S., Chapter 425 before the date the plan is

put into operation and for local districts that enter into agreements for the participation of their employees in
the Maine Public Employees Retirement System after The Plan is put into operation.

NOTE: 5 M.R.S., Chapter 421, General Provisions, is applicable to all activities relating to the Maine Public
Employees Retirement System, including the subject matter of this chapter of the rules of the Board of
Trustees (“Board”). 5 M.R.S., Chapter 427, Participating Local Districts Consolidated Plan, is the statute
from which this chapter of the rules of the Board derives its authority and is applicable to all activity based
upon this chapter.

SECTION 1. DEFINITIONS
1. Local District. "Local district" means:

A. Any county, municipality, quasi-municipal corporation or incorporated
instrumentality of the State or of one or more of its political subdivisions;

B. Any incorporated association of employees of the State or employees of any of the
entities set out in paragraph A;

C. Any incorporated association of any of the entities set out in paragraph A;

D. Any entity eligible to become a participating local district before January 1, 1976;
E. Any entity participating in the Retirement System before January 1, 1976; or

F. Any educational institution in the State teaching courses equivalent to or higher than

secondary institutions.
G. Any public charter school, as authorized by Title 20-A, chapter 112.
2. “Consumer Price Index” means:

A. The Consumer Price Index for All Urban Consumers, CPI-U, as compiled by the
Bureau of Labor Statistics, United States Department of Labor; or

B. If the index described in paragraph A is revised or superseded, the Board must
employ the Consumer Price Index compiled by the Bureau of Labor Statistics,
United States Department of Labor that the Board finds to be most reflective of
changes in the purchasing power of the dollar for the broadest population of
consumers, including retired consumers.
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SECTION 2.

1.

"Current Employer" means the employer who is the member's employer at the time
the member becomes a member under The Plan.

"Member" means any employee included in the membership of The Plan.

“Normal Retirement Age” means the specified age, the years of service requirement
or any combination of age and years of service requirements at which a member
becomes eligible for an unreduced retirement benefit.

"Participant" means any employee included in the defined contribution plan under
this chapter.

"Participating Local District" means a local district which has approved the
participation of its employees in the Retirement System under 5 M.R.S. §18201 or
§18804.

"The Plan" means the defined benefit plan under the consolidated retirement plan for
local districts established by 5 M.R.S., Chapter 427 (§18801 et seq.) and this chapter.

Other Terms. All other terms used in this chapter, unless the context otherwise
indicates, shall have the same definitions as in 5 M.R.S. §17001.

LOCAL DISTRICT PARTICIPATION

Participating Local District Election. Before July 1, 1996, the executive body or legislative
body of each local district that is a participating local district under 5 M.R.S., Chapter 425
(§18201 et seq.) must, by resolution or order, elect one of the following options. Failure to
make an election will have the same effect as electing paragraph B.

A.

To Join The Plan. A participating local district may elect to participate in The Plan
in accordance with the requirements of 5 M.R.S. §18804. Upon receipt of the
certified copy of the resolution or order and record of the vote, the Executive
Director shall prepare an agreement, to be signed by the authorized representative of
the district and the Executive Director, specifying the parts of The Plan applicable to
the district and the duties and rights of the district and the Retirement System. The
resolution or order shall include:

(1) Approval of the participation in The Plan;

2) The regular service retirement benefit plan and, if applicable, the special
service retirement benefit plan elected from those provided by this chapter
for the district's employees; and

3) The name or title of the person authorized to sign the agreement on behalf of
the local district.

To Be Transferred to The Plan. A participating local district may elect to have its
participation in the Retirement System transferred to The Plan without electing the
retirement benefit plan or plans for the district's employees.
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(1 The Retirement System will transfer the district's employees to the plan or
plans with the benefit level or levels closest to the district's current plan or
plans.

2) The resolution or order shall include the same information as that required

under paragraph A, except that it shall state that the Retirement System is to
determine the retirement benefit plan or plan that apply to the district's
employees.

3) The agreement as prepared by the Executive Director shall be as provided in
paragraph A.

To Withdraw from the Maine Public Employees Retirement System. Subject to
5 ML.R.S. §18203, a participating local district may withdraw from participation in
the Retirement System. The effect of withdrawal on the district's employees is
governed by 5 M.R.S. §18254.

Local District May Enter into Agreement for The Plan. Any local district that is not a
participating local district before July 1, 1993, may enter into an agreement for participation
of its employees in the Retirement System only under The Plan and in the manner provided
by 5 M.R.S. §18804, sub-§1 or 2. Upon receipt of the certified copy of the resolution or order
and record of the vote, the Executive Director shall prepare an agreement specifying the parts
of The Plan applicable to the district and the duties and rights of the district and the
Retirement System. The resolution or order shall include:

A.

B.

Approval of the participation in The Plan;

The regular service retirement benefit plan and, if applicable, the special service
retirement benefit plan elected from those provided by this chapter for the district's
employees;

A list of classes, and a list by name and social security number, of any employees
who are excluded from membership based upon their being provided for by local
pension provisions;

Any limitations on the granting of service credits to employees for service before the
beginning date of the participation of its employees in The Plan; and

The name or title of the person authorized to sign the agreement on behalf of the
local district.

Effective Date; Date of Operation; Date of Participation

A.

Effective Date. July 1, 1993, is the effective date of The Plan. Participating local
districts and other local districts may enter into an agreement to participate in The
Plan on and after that date.

Date the Plan Goes into Operation. The Plan will be put into operation as of July 1
immediately following the date when:
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(1)

@)

)

The number of local districts that have entered into agreements for
participation in The Plan with an election of regular service retirement
benefits for their employees exceeds 3% of the districts which as of that date
are participating in the Retirement System in regular service retirement
benefit plans;

The number of local districts that have entered into agreements for
participation in The Plan with an election of special service retirement
benefits for their employees exceeds 3% of the districts which as of that date
are participating in the Retirement System special service retirement benefit
plans; and

In each instance the total number of members employed by districts that
have entered agreements exceeds 5% of the total of all participating local
district members in each category as of that date.

Date of Participation. The date of participation in The Plan for a participating local
district is the first day of the month that most immediately follows the date on which
the agreement for participation is signed by the Executive Director and the
authorized representative of the participating local district or such later date stated in
the agreement or amendment, unless The Plan is not then in operation, in which case,
the date of participation is the date on which The Plan goes into operation.

Full Withdrawal from The Plan. A participating local district may fully withdraw from
participation in The Plan by filing with the Board of Trustees a duly certified copy of the
withdrawal vote of the body entitled to approve participation under 5 M.R.S. §18804, sub-§1
or 2. The withdrawal date is the later of the last day of the month following the month in
which the certified notice is received by the Board or the last day of a later month specified in
the notice. The effect of withdrawal on the district's employees is governed by 5 M.R.S.
§18254, sub-§1 through 4.

1.

A participating local district that withdraws from participation in The Plan must
continue to make payments as required under Section 5, subsection 2.

Additionally, the withdrawing participating local district must make a withdrawal
liability payment determined as follows:

(M

)

The System’s actuary will calculate the pooled unfunded actuarial liability
of The Plan as of the most recent valuation date that precedes the withdrawal
date. The actuary will allocate a portion of the pooled unfunded actuarial
liability to the withdrawing participating local district on the basis of the
proportion of the withdrawing participating local district’s total covered
payroll to the total covered payroll of The Plan as of the valuation date.

Unless otherwise agreed under subparagraph 3, the actuary will subtract
from the withdrawing participating local district’s portion calculated under
subparagraph 1 the present value, as of the withdrawal date, of pooled
unfunded actuarial liability payments the participating local district has
made since the valuation and pooled unfunded actuarial liability payments
the participating local district is expected to pay through the payment of
employer contributions after withdrawal on those employees who remain
active members. The difference is the withdrawal liability payment amount.
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4-1.

3) As an alternative to subparagraph 2, the Executive Director and the
withdrawing participating local district may agree that the withdrawal
liability payment amount is the withdrawing participating local district’s
portion as calculated under subparagraph 1, reduced only by the present
value, as of the withdrawal date, of any pooled unfunded actuarial liability
payments the participating local district has made since the valuation. In that
case, the withdrawing participating local district’s obligations under
paragraph A do not include payments under Section 5, subsection 2,
paragraph C.

4) The withdrawing participating local district may pay this withdrawal liability
amount in a lump sum or amortize it over a period of up to 30 years at the
actuarial assumed rate of return used in the most recent valuation that
precedes the withdrawal date.

The withdrawing participating local district remains a participating local district
subject to this rule until it has no remaining active members and all of its liabilities
for inactive vested members, retired members and beneficiaries of retired members
have been satisfied according to the requirements of federal and state law, and rules
and policies governing satisfaction of liabilities.

Partial Withdrawal from The Plan. For purposes of this subsection, a partial withdrawal
occurs when a participating local district elects a change under subsection 7 that excludes a
category of employees from membership who would have been eligible for membership
absent the change. In the case of a partial withdrawal, the participating local district must
make a withdrawal liability payment calculated and paid in the same manner as set forth in
subsection 4, paragraph B, except that the portion of The Plan’s pooled unfunded actuarial
liability that will be allocated to the partially-withdrawing participating local district will be
based on the proportion of the district’s covered payroll for that category of employees to the
total covered payroll of The Plan as of the valuation date.

Resumption of Participation after Withdrawal. A participating local district that has
withdrawn from The Plan under subsection 1, paragraph C or subsection 4 may resume
participation in The Plan by taking the actions required by subsection 2.

A.

A participating local district which has resumed participation and which thereafter
again withdraws may not subsequently again resume participation before 3 years
from the date of its immediately prior withdrawal.

A local district may resume participation only under the consolidated plan. The
retirement benefit plan adopted by the local district on resumption is applicable to all
current and future employees who are members if the plan results in a higher level of
benefits for the district’s employees. The plan adopted on resumption is applicable
only to new employees if the plan results in a lower level of benefits for the district’s
employees or results in a change from a plan with cost of living adjustments to a plan
without cost of living adjustments.

Effect on employees. Except as set forth below in this paragraph C, employees of a
local district which resumes participation in the Retirement System are eligible for
membership in the System on the same basis as employees of a local district upon
initial participation.
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(1)

)

€)

(4)

©)

Employees who did not withdraw from membership when the local district
withdrew from participation in the System may continue membership on the
same basis as before the resumption of participation and are entitled to any
additional benefit provisions selected and any increase in the level of
benefits provided under The Plan.

Employees for whom membership was compulsory who withdrew from
membership when the local district withdrew from participation in the
System must resume membership in the System if membership with the
local district remains compulsory upon the resumption of participation by
the local district.

(a) These employees may receive service credits for previous
membership service upon repayment of withdrawn accumulated
contributions and applicable interest.

(b) These employees may not purchase service credits for periods of
employment between withdrawal from membership and resumption
of participation by the local district.

Employees for whom membership was not compulsory and who elected not
to become or remain a member may not be a member as an employee of that
local district unless the employee is electing to rejoin The Plan and:

(a) The employee is covered by a plan provided by the employer under
section 5 M.R.S. §18252-B with an employee contribution rate that
is not lower than the employee contribution rate for the applicable
plan under The Plan; and

(b) Employee contributions after rejoining The Plan qualify for
treatment as pick-up contributions for federal tax purposes and the
person’s membership otherwise complies with the United States
Internal Revenue Code as applicable to governmental qualified
defined benefit plans.

The participating local district may allow current employees who began
service with the district after the district withdrew from participation to
purchase service credits for service rendered from the time of hire to the
resumption of participation. The purchase of such service credits is governed
by 5 M.R.S. §18253, sub-§2, paragraphs A and B.

If the district grants prior service credits, those service credits shall be based
only upon the employee’s employment with the district before the district’s
initial date of participation.

Disbanded or Dissolved Districts. The effect of the disbanding or dissolution of a district
that participates in The Plan on the membership and benefits of its employees is governed by
5 M.R.S. §18255 and §18408.

Change of Service Retirement Benefit Plan or Plans. After beginning participation in The
Plan, a participating local district may elect to change the service retirement benefit plan or
plans which apply to the district's employees by following the same process set forth in
Section 2 for participation in The Plan. The change is applicable to all current and future
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SECTION 3.

1.

employees who are members, if the change results in a higher level of benefits for the
district's employees. The change is applicable to new employees only, if the change results in
a lower level of benefits for the district's employees or results in a change from a plan with
cost of living adjustments to a plan without cost of living adjustments.

The Executive Director shall prepare either a new agreement or an amendment to the district's
agreement which will be signed by the authorized representative of the district and the
Executive Director. The effective date of the change is the first day of the month that most
immediately follows the date the new agreement or amendment to the agreement is signed by
the authorized representative of the district and the Executive Director or such later date
stated in the agreement or amendment.

If the retirement system determines that a certified action received under Section 2 is unclear,
the chief administrative officer of the participating local district may clarify in writing any
ambiguity in the certified action, and the retirement system may rely on that clarification.

MEMBERSHIP

Compulsory Membership. Membership is compulsory for all employees who are in the
service of a participating local district on the date when participation of the employees of that
district in The Plan begins and who are members of the System on that date and for all
employees entering the service of that district after that date, except as provided under
subsection 2 and 3. A local district that is not a participating local district before July 1, 1993,
shall designate in its resolution or order approving participation any class of employees
otherwise provided for by local pension provisions who are excluded from membership in
The Plan as provided under 5 M.R.S. §18804, sub-§3.

Optional Membership. Optional membership under The Plan for employees of participating
local districts is governed as follows:

A. Member When Participation of Employees Begins. Membership is optional for
employees in the service of a local district on the date when the participation in the
Retirement System of the employees of the local district first begins, whether under
5 M.R.S., Chapters 425 or 427.

B. Elected or Appointed Officials. Membership is optional for elected officials and
officials appointed for a fixed term.

C. Trustees of Water, Sanitary and Sewer Districts. Membership of trustees of water,
sanitary and sewer districts is subject to the following:

(1) Water districts. Membership of trustees of a water district is governed by
35-A M.R.S., §6410, subsection 8§;

2) Sanitary districts. Membership of trustees of a sanitary district is governed
by 38 M.R.S. §1104.

3) Sewer districts. Membership of trustees of a sewer district is governed by
38 M.R.S. §1036.
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D. Employees Covered by Social Security. Membership is optional for an employee of a
participating local district who is covered under the United States Social Security Act.
Except as provided by paragraph H, optional membership for those employees is
subject to 5 M.R.S. §18252.

E. Employees Not Covered by Social Security. Membership is optional for any
employee of a participating local district that does not provide Social Security coverage
provided that the district offers an alternative plan that meets the requirements of
5 M.R.S. §18252-B, and provided that the employee participates in the alternative plan.
Optional membership for those employees is subject to 5 M.R.S. §18252-A as amended
by PL 2021, c. 90.

F. Chief Administrative Officer. Membership is optional for a chief administrative
officer of a participating local district, whether appointed for a fixed term or whether
appointed with tenure.

G. Employees Not Subject to Municipal Public Employees Labor Relations Law.
Membership is optional for those employees who are not subject to the municipal
public employees labor relations laws contained in 26 M.R.S., Chapter 9-A.

H. Membership for employees of a participating local district that provides a plan under
5 M.R.S. §18252-B is governed by 5 M.R.S. §18252-A as amended by PL 2021, c. 90.

L. The provisions of 5 M.R.S. §18252-C apply only to employees of participating local
districts who specifically adopt them in their participation agreement.

Part-Time, Seasonal or Temporary Employees. Membership of part-time, seasonal and
temporary employees, as defined by Chapter 802 (94-411 CMR 802) of the rules of the Board
is determined by the election made by each participating local district under Section 2.

Cessation of Membership. A member ceases to be a member of the Retirement System if the
member:

A. Withdrawal. Withdraws accumulated contributions;
B. Beneficiary. Becomes a beneficiary as a result of the member's own retirement; or
C. Death. Dies.

Service in the Armed Forces. The membership of the following members under The Plan is
considered to have continued during the period of the member's service in the Armed Forces
of the United States:

A. Any member entering a class of service in the Armed Forces of the United States
approved by resolution of the Board, if the member does not withdraw accumulated
contributions;

B. Any member who enlists in or is inducted or drafted into the service of the Armed

Forces of the United States; and

C. Any member who enlists in or is inducted or drafted into the service of the Armed
Forces of the United States while the United States Selective Service Act of 1948,
Public Law 759, or any of its amendments or extensions is in effect.
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SECTION 4.

PORTABILITY OF SERVICE CREDITS; ELIGIBILITY TO RETIRE,
COMPUTATION OF BENEFIT

Two or More Employers under The Plan. A member's benefits are based upon all
creditable service with all participating employers while a member under The Plan, and
creditable service with the member's employer on the date the member began participation
under The Plan. When a member under The Plan terminates employment and is subsequently
reemployed by another employer whose employees participate in The Plan, the member is not
considered to be reemployed by a new employer. If the member is reemployed by the
subsequent employer as of the first work day following termination of employment with the
previous employer, for the purpose of determining eligibility for benefits, the member is
considered to have continuous membership and creditable service.

Previous Employer Not under The Plan; Subsequent Employer under The Plan. When a
member either terminates employment with an employer that has withdrawn from the System,
or terminates employment with another employer under the System whose employees are not
covered by The Plan, and is employed by a subsequent employer whose employees are
members under The Plan, the member's creditable service with the previous employer is used
in determining eligibility to retire under the subsequent employer's regular service retirement
benefit plan under Section 7. Benefits for service with the previous employer are based upon
creditable service and earnable compensation with the previous employer and the provisions
of 5 M.R.S., Part 20 in effect with respect to the previous employer at the date of termination
of service by the member. A county or municipal law enforcement officer or a municipal
firefighter who is eligible under 5 M.R.S. §18253, sub-§1, paragraph E, and who elects to
make the contribution necessary under Section 5, subsection 1, paragraph K may include all
or part of the creditable service earned with a previous employer with service earned with the
new employer both for the purpose of qualification for a service retirement benefit and for the
benefit computation.

Previous Employer under The Plan; Subsequent Employer Not under The Plan.
Membership, creditable service and benefits of a member under The Plan who terminates
employment and is reemployed as a state employee or teacher are governed by 5 M.R.S.
§17656, sub-§1. Until July 1, 1996, membership, creditable service and benefits of a member
under The Plan who terminates employment and is reemployed by a participating local
district whose employees do not participate in The Plan are governed by 5 M.R.S. §18253,
sub-§1. As required by Section 2, paragraph 1, as of July 1, 1996, each local district that is a
participating local district must have either entered into an agreement to participate in The
Plan or have withdrawn from participation in the Retirement System.

Service under Two or More Special Service Retirement Benefit Plans; Eligibility to
Retire. If a member accrues service credits under more than one special service retirement
benefit plan in The Plan, whether with the same employer or more than one employer, credit
from service under other special plans toward meeting the retirement eligibility requirements
of the special plan from which the member retires is transferred based upon the percentage of
the eligibility requirements for the previous plan or plans which were met while under the
previous plan or plans. For example, a member who accrues 10 years of creditable service
under Special Service Retirement Benefit Plan 1 (1/2 of AFC after 20 years) would have
completed 50% of the eligibility requirement under that plan and upon transferring to
employment under Special Service Retirement Benefit Plan 2 (1/2 of AFC after 25 years)
would be entitled to 50% of the eligibility requirements for that plan; i.e., 12.5 years. The
member's benefit would be calculated at 2.5% of AFC for each year under Plan 1 and at 2%
for each year under Plan 2.
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SECTION S.

Service under Two or More Service Retirement Benefit Plans — One Regular and One
Special; Eligibility to Retire

A.

Regular Service before Special Service. If a member under The Plan accrues
service credits under a regular service retirement plan before accruing service credits
under a special service retirement benefit plan, whether with the same employer or
more than one employer,

@) the member may retire at any time after the member qualifies for a special
service retirement benefit under Section 8. The regular plan service credits
may be used toward qualifying to retire under a special service retirement
benefit as provided in Section 8. The regular plan service credits used
towards qualification for a special service retirement benefit are considered
to be special plan service credits for the purpose of computation of the
special service retirement benefit as provided in Section 8. If the application
of the provisions of Section 4, subsection 6 would result in a greater service
retirement benefit, then the benefit will be computed under that section.

2) A member who does not qualify to retire under a special service retirement
plan may retire under a regular service retirement plan at any time after the
member qualifies under Section 7. The service retirement benefit for all
service is computed as provided in Section 7.

Special Service before Regular Service. If a member under The Plan accrues
service credits under a special service retirement benefit plan before accruing service
credits under a regular service retirement benefit plan, whether with the same
employer or more than one employer,

(1) before qualifying to retire under a special service retirement plan, the
member may retire at any time after completing 25 years total service or
reaching normal retirement age with at least one year of service. The service
retirement benefit for all service is computed as provided in Section 7.

2) after qualifying to retire under a special service retirement plan, the member
may retire at any time. The portion of the benefit that is based upon service
credits under a regular service retirement benefit plan is subject to early
retirement reduction if retirement is before normal retirement age. The
portion of any benefit paid to a member that is based upon service credits
under Special Service Retirement Benefit Plan 4 is also subject to early
retirement reduction, if retirement is before age 55.

Service under Two or More Service Retirement Benefit Plans; Computation of Benefits.
When a member has creditable service under two or more service retirement benefit plans, the
appropriate benefit formula is applied to each period of service as provided by Section 7,
“Regular Service Retirement Benefits Plans” and Section 8, “Special Service Retirement
Benefit Plans”. All benefits based upon creditable service under The Plan are based upon one
calculation of average final compensation.

CONTRIBUTIONS

Member contributions

A.

Active Member. Each member under The Plan shall contribute to the Retirement
System or have pick-up contributions made by the employer at a rate provided by
Sections 7, 8, and 9. The contribution rate for a member is the rate assigned to the
retirement benefit plan under which the member is accruing service credits.
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Former Members; Service under The Plan. Any former member who, after having
terminated service while a member under The Plan and having withdrawn accumulated
contributions, again becomes a member under The Plan may repay the withdrawn
contributions to the Members' Contribution Fund under the following conditions:

(1)

)

)

(4)

Time. The repayment must be made before the date any retirement benefit
becomes effective for the member.

Manner of Repayment. The repayment must be made to the Retirement
System consistent with Chapter 406 (94-411 CMR 406) of the rules of
the Board.

Amount of Repayment. The amount of repayment must be equal to the
withdrawn accumulated contributions plus interest on the amount of those
accumulated contributions, beginning on the date of withdrawal to the date
the repayment or repayments are made, at a rate to be set by the Board not to
exceed regular interest by 5 or more percentage points.

Credit under The Plan. Except as provided in paragraph C, only withdrawn
contributions relating to creditable service under The Plan may be repaid for
service credit under The Plan.

Service Not under The Plan

(1)

Withdrawn Contributions

(a) Any member who had service while not a member under The Plan and
having withdrawn contributions relating to that service may repay the
withdrawn contributions to the Members Contribution Fund under the
conditions specified in paragraph B, subparagraphs 1 to 3. Creditable
service related to these repaid contributions is used in determining
eligibility to retire under the applicable regular service retirement
benefit plan under Section 7. Benefits for that service are calculated
based on that service and on earnable compensation related to that
service in accordance with applicable provisions of 5 M.R.S., Part 20
in effect with respect to the previous employer's regular service
retirement plan immediately before that employer's employees
became members under The Plan. The additional liability relating to
the service credits granted under this division becomes part of the
previous employer's unpooled unfunded actuarial liability as provided
in subsection 2, paragraph A, subparagraph 2.

(b) Any member who had service while not a member under The Plan
and having withdrawn contributions relating to that service may
repay the withdrawn contributions to the Members Contribution
Fund under the conditions specified in paragraph B, subparagraphs
1 to 3. Creditable service related to these repaid contributions is
used in determining that a member is qualified to retire and in the
computation of retirement benefit under the applicable service
retirement benefit plan under Section 7 or Section 8. Unless the
service was with the same employer that is the member's employer
at the time the contributions are repaid, the contributions provided
for under this subparagraph may be repaid only after the
participating local district that is the member's employer at the time
the contributions are repaid agrees to assume the additional liability
incurred as part of the district's unpooled unfunded actuarial liability
as provided in subsection 2, paragraph A, subparagraph 2.
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2) Non-member Service

(a) Subject to the personnel rules or policies of the member's employer
at the time of the service; provided the member has continued to be
employed by that employer; and subject to 5 M.R.S. §18305-B, a
member who had service as an employee of a participating local
district for which contributions were not made may receive service
credit for that service upon paying the appropriate contributions to
the Members Contribution Fund under the conditions specified in
paragraph B, subparagraphs 2 and 3. Creditable service related to
these contributions is used in determining that a member is qualified
to retire and in the computation of retirement benefit under the
applicable service retirement benefit plan under Section 7 or Section
8. The additional liability relating to the service credits granted
under this division becomes part of the district's unpooled unfunded
actuarial liability as provided in subsection 2, paragraph A,
subparagraph 2.

(b) Subject to 5 M.R.S. §18305-B, a member who had service as an
employee of any participating local district for which contributions
were not made may receive service credit for that service upon
paying the appropriate contributions to the Members Contribution
Fund under the conditions specified in paragraph B, subparagraphs
2 and 3. Creditable service related to these contributions is used in
determining that a member is qualified to retire and in the
computation of retirement benefit under the applicable service
retirement benefit plan under Section 7 or Section 8. The
contributions provided for under this subparagraph may be made
only after the participating local district that is the member's
employer at the time the contributions are made and the service
credits are granted agrees to assume the additional liability incurred
as part of the district's unpooled unfunded actuarial liability as
provided in subsection 2, paragraph A, subparagraph 2.

Optional Members with non-member service. The purchase of service credit for a
member for whom membership is optional under Section 3, subsection 2 who had
service as an employee of a participating local district for which contributions were
not made is governed by 5 M.R.S. §18305-B, provided that the member has
continued to be employed by the same employer as that during which no
contributions were paid.

Former Member; Withdrawal by Employees Not Covered by Social Security. In
addition to paragraphs B and C, the repayment of contributions that were withdrawn by
a member who is an employee of a participating local district that is not covered under
a Social Security Section 218 agreement but that has a plan that meets the requirements
of 5 M.R.S. §18252-B is subject to the provisions of 5 M.R.S. §18252-A as amended
by PL 2021, c. 90.

Service in the Armed Forces before Becoming a Member. A member who
qualifies under Section 6, subsection 4, paragraph B, sub-paragraphs 1 through 4,
shall contribute to the Retirement System for the period of service in the Armed
Forces under the following terms and conditions:

(1) Contributions are calculated at the percentage rate required of active
members during the period of time covered by the service in the Armed
Forces applied to the member's earnable compensation during the first year
as an employee subsequent to service in the Armed Forces under the
following terms and conditions:
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(a) The payment may not be made until the member has accumulated at
least 15 years of creditable service and must be made before the
date any retirement benefit becomes effective for the member;

(b) If 2 or more percentage rates were in effect during the period of
service in the Armed Forces, the highest percentage rate is used;

(c) The minimum rate is 5%; and

(d) Interest at a rate set by the board not to exceed regular interest by
2 or more percentage points is paid on the unpaid balance beginning
January 1, 1976, or the date of attaining 15 years of creditable
service, if later, to the date payment is made.

2) Manner of Repayment. The repayment must be made to the Retirement
System consistent with Chapter 406 (94-411 CMR 406) of the rules of
the Board.

Service in the Armed Forces after Becoming a Member. For members who
qualify to have their membership in the Retirement System continued under

Section 3, subsection 5 because of service in the Armed Forces of the United States,
the participating local district shall contribute to the Members' Contribution Fund the
same amount that the member would have been required to contribute if the member
had been serving the district during the period of service in the Armed Forces in the
same capacity in which the member was serving at the time the member joined the
Armed Forces. Any member whose contributions to the Members' Contribution Fund
are paid by the district under this subsection, who withdraws or ceases to be a
member of the Retirement System, may not withdraw any of the contributions made
by the district under this subsection. Upon receiving written certification and
substantiation from the member's employer that a member has met the requirements
of Section 3, subsection 5 and Section 6, subsection 4, paragraph A, the System shall
calculate the member contributions applicable to the period of service in the Armed
Forces. The participating local district by which the member is employed is
responsible for those contributions and will be billed by the System.

Out-of-state Service. A member who qualifies under Section 6, subsection 5, must
make contributions into the Members' Contribution Fund for the years of out-of-state
service under the following terms and conditions:

) Contributions are calculated on the same basis as the member would have
made contributions had the service been in the State;

(a) The payment may not be made until the member has accumulated at
least 20 years of creditable service in the Retirement System and
must be made before the date any retirement benefit becomes
effective for the member; and

(b) Interest at a rate, to be set by the Board, not to exceed regular
interest by 5 or more percentage points is paid on the unpaid
balance. Interest shall be computed from the end of the year when
those contributions would have been made, if the service had been
in the State, to the date of payment.

2) Manner of Payment. The payment must be made to the Retirement System
consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

Refund of Contributions. Refunds of contributions to members under The Plan are
subject to 5 M.R.S. §§ 18306-A and 18307-A.
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Teachers in Private, Parochial and Other Schools. A member who qualifies under
Section 6, subsection 8, must make contributions into the Members’ Contribution
Fund for the years of private, parochial or other school service under the following
terms and conditions:

(1) Contributions are calculated on the same basis as the member would have
made contributions had the service been as a state employee or teacher in the
State. The member’s earnings for the years of private or parochial teaching
must be assumed to have been the same as the average salary for teachers in
the State as determined by the Department of Education for each of the years
when the private or parochial school teaching took place.

(a) The payment may not be made until the member has accumulated at
least 20 years of creditable service in the Retirement system as a
member of the participating local district and must be made before
the date any retirement benefit becomes effective for the member;

(b) Interest at a rate, to be set by the Board, not to exceed regular
interest by 5 or more percentage points is paid on the unpaid
balance. Interest shall be computed from the end of the year when
those contributions would have been made, if the service had been
as a state employee or teacher in the State, to the date of payment.

2) Manner of Payment. The payment must be made to the Retirement System
consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

Portability of Service. A member who elects under 5 M.R.S. §18253, sub-§1,
paragraph E to include all or part of the creditable service and earnable compensation
from a prior plan with service earned under The Plan may do so under the following
terms and conditions:

Q) Before any retirement benefit becomes effective for that member, the
member must pay into the Members’ Contribution Fund an amount that,
together with regular interest on that amount, is the actuarial equivalent, at
the effective date of the retirement benefit, of the portion of the retirement
benefit based on the inclusion of the prior plan creditable service and
earnable compensation with service earned under The Plan.

2) Manner of Payment. The payment must be made to the Retirement System
consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

Back contributions for certain days off without pay. A member who elects under
5 M.R.S. §18305-C to include compensation that would have been paid for days off
without pay in order to include those earnings in the calculation of the member’s
average final compensation as provided in 5 M.R.S. §17001, sub-§4, paragraph A,
may do so under the following terms and conditions:

(1 Election. If the retirement system determines at the time a member retires
that the member’s benefit would be increased as a result of the inclusion of
compensation that would have been paid for days off without pay, the
retirement system shall advise the member of that result and shall allow the
member to elect to have that compensation included in the calculation of the
member’s benefit and to make payments as set forth in subsection 2.

2) Payment. The amount that a member who makes the election permitted in
subsection 1 must pay is the amount equal to the employee contribution that
member would have made on compensation that would have been paid to
that member on the days off without pay, plus interest at the same rate as
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that required for repayment of withdrawn contributions pursuant to section
18304. If the member elects to make the payment, the retirement system
shall withhold the required amount from the member’s first retirement
benefit check.

3) Benefit calculation. If a member fails to make the election within 31 days
of the notification provided under subsection 1, the retirement system shall
calculate the member’s retirement benefit without inclusion of the
compensation that would have been paid for the days off without pay.

Law enforcement service before becoming a member. A member who qualifies
under Section 6, subsection 10 must make contributions into the Members’
Contribution Fund for the period of law enforcement service under the following
terms and conditions:

(1 Before any retirement benefit becomes effective for that member, the
member must pay into the Members’ Contribution Fund an amount that,
together with regular interest on that amount, is the actuarial equivalent, at
the effective date of the retirement benefit, of the portion of the retirement
benefit based on the inclusion of the prior law enforcement service credit
with service earned under The Plan.

2) Manner of Payment. The payment must be made to the Retirement System
consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

Nonmilitary public employee of the United States Government service before
becoming a member. A member who qualifies under Section 6, subsection 11 must
make contributions into the Member’s Contribution Fund for the period of
nonmilitary public employment with the United States Government under the
following terms and conditions:

(1 Before any retirement benefit becomes effective for that member, the
member must pay into the Member’s Contribution Fund an amount that
together with regular interest on that amount, is the actuarial equivalent, at
the effective date of the retirement benefit, of the portion of the retirement
benefit based on the inclusion of the prior nonmilitary public employment
with the United States Government service credit with service earned under
The Plan.

2) Manner of Payment. The payment must be made to the Retirement System
consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

Employer Contributions. Contributions by participating local districts whose employees are
members under The Plan are subject to 5 M.R.S. §18303, except that contributions and
pickup contributions are to be calculated according to Sections 7, 8, and 9, and the following:

A.

Unpooled Unfunded Actuarial Liability Contribution. Each participating local
district with employees who are members under The Plan shall make a contribution
known as the "Unpooled Unfunded Actuarial Liability Contribution" based upon:

(1 its Initial Unpooled Unfunded Actuarial Liability, which is the excess of
projected liabilities allocated to future benefit payments to current recipients
of benefits and to current members as of the date its employees begin
participation under The Plan over the sum of the participating local district's
assets on hand as of that date and its future employer and member normal
contributions. The rate for this portion of Unpooled Unfunded Actuarial
Liability Contribution shall be determined by a valuation made by the
System's actuary for each participating local district with employees who are
members under The Plan; and
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2) any adjustments to the Initial Unpooled Unfunded Actuarial Liability
attributable to that district separately. The rate for this portion of the
Unpooled Unfunded Actuarial Liability Contribution shall be added to or
subtracted from the rate determined under a.

3) if the calculation required by (1) or (2) above results in a credit balance, the
balance may, at the discretion of the participating local district, be applied as an
offset against the monthly contribution required in an amount no greater than
the total amount of the monthly contribution against which the offset is applied.

B. Normal Contribution. Each participating local district with employees who are

members under The Plan, along with those members pursuant to Sections 7, 8, and 9,

shall make a contribution known as a "Normal Contribution" based upon the portion

of projected liabilities attributable to service of all members under the several

benefit plans under The Plan for the year following the valuation. The rate of

this contribution shall be determined annually by a valuation made by the

System's actuary based upon the membership data relating to all members under

each benefit plan under The Plan and in accordance with Sections 7, 8, and 9.

C. Pooled Unfunded Actuarial Liability Contribution. Each participating local
district with employees who are members under The Plan, along with those members
pursuant to Sections 7, 8, and 9, shall make a contribution known as the "Pooled
Unfunded Actuarial Liability Contribution" based upon the Pooled Unfunded
Actuarial Liability. This liability is equal to the present value of all projected benefits
for current and future members, including employer contributions related to military
service credit under The Plan, less the present value of future member and employer
normal contributions, the assets of The Plan and the present value of all Unpooled
Unfunded Actuarial Liability contributions. This rate of this contribution shall be
determined annually in accordance with Sections 7, 8, and 9.

D. Disability Benefit Contribution. Each participating local district with employees
who are members under The Plan shall make a contribution known as a "disability
benefit contribution" based upon the expected value of future disability benefits to be
paid to those employees, and to employees who are participants in the defined
contribution 401(a) plan under this chapter but who are not members under The Plan,
as a result of disablements occurring during the year following the valuation date.
The rate of this contribution shall be determined annually by a valuation made by the
System's actuary based upon the membership data relating to all members under each
benefit plan under The Plan and participants in the defined contribution 401(a) plan
under this chapter who are not members under The Plan.

E. Death Benefit Contribution. Each participating local district with employees who
are members under The Plan shall make a contribution known as a "death benefit
contribution" based upon the expected value of future death benefits to be paid to
beneficiaries of those employees and to beneficiaries of employees who are
participants in the defined contribution plan under this chapter as a result of deaths
occurring during the year following the valuation date. The rate of this contribution
shall be determined annually by a valuation made by the System's actuary based
upon the membership data relating to all members under each benefit plan under The
Plan and participants in the defined contribution plan under this chapter.

SECTION 6. CREDITABLE SERVICE

1. Determination of Service Credits. The determination of service credits for members under
The Plan is subject to Chapter 401 (94-411 CMR 401) of the rules of the Board.

2. Prior Service; Service Before Effective Date of District’s Participation. Service credit for
service as an employee of a local district before the beginning date of the participation of the
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employees of a participating local district in the Retirement System shall be granted upon
certification by the district, subject to limitations in the district's agreement as provided by
Section 2, subsection 2, paragraph D and statutes and rules in effect at the time the service
was rendered.

Former Member

A.

Member who Terminated Service. Upon complete payment of the withdrawn
contributions under Section 5, subsection 1, paragraph B, a member shall be granted
service credit for the period of time for which the contributions have been repaid.
Upon making partial payment of the withdrawn contributions under Section 5, the
member shall be granted service credit on a pro rata basis in accordance with rules
adopted by the Board.

Service Not under The Plan. Upon complete payment of the contributions under
Section 5, subsection 1, paragraph C, a member shall be granted service credit for the
period of time for which the contributions have been paid. Upon making partial
payment of the contributions under Section 5, the member shall be granted service
credit on a pro rata basis in accordance with rules adopted by the Board.

Contributions Withdrawn by Employees Not Covered by Social Security. The
granting of creditable service upon repayment of contributions, under section 5,
subsection 1, paragraph E, that were withdrawn by a member who is an employee of
a participating local district that is not covered under a Social Security Section 218
agreement but that has a plan that meets the requirements of 5 M.R.S. §18252-B is
subject to the provisions of 5 M.R.S. §18252-A as amended by PL 2021, c. 90.

Service in the Armed Forces. Service credit for service in the Armed Forces of the United
States is governed as follows:

A.

Service after Becoming a Member. A member is entitled to service credit for the
period of time during which the member's membership is continued under Section 3,
subsection 5 under the following terms and conditions. Except as provided in
subparagraph 3, service credit under this subsection is limited to 5 years.

Q8 A member's separation from service in the Armed Forces of the United
States must be under conditions other than dishonorable.

2) A member is not entitled to service credit for military leave if the member's
return to membership service is delayed beyond 90 days after separation
from the service in the Armed Forces, unless the delay is caused by an
illness or disability incurred in the service in the Armed Forces.

3) A member may not receive service credit for military leave beyond the end
of the period of first enlistment or induction or beyond 5 years from the date
of original call to active duty in the Armed Forces, whichever is less, unless:

(a) The member's return to active duty in the Armed Forces or the
extension of the period of service beyond 5 years is required by
some mandatory provision; and

(b) The member presents proof of the return to or extension of service
satisfactory to the Board.

Service before Becoming a Member. A member who served as a full-time active
duty member of the Armed Forces of the United States before becoming a member of
the Retirement System is entitled to service credit for the period of time the member
served in the Armed Forces, under the following terms and conditions. Service credit
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under this subsection is limited to 4 years.

(1 Except as provided in paragraph 6, on the date of retirement, the member
must have at least 15 years of creditable service.

2) The member must have separated from the Armed Forces under conditions
other than dishonorable.

3) Except as provided in subparagraph 4, the member must have begun
membership before January 1, 1976.

4) Except as provided in paragraph 6, a member who served in the Armed
Forces during any federally recognized period of conflict, as defined in
5 M.R.S. §18360(2)(E), is entitled to service credit under this paragraph.

(5) Upon complete payment of the back contributions under Section 5,
subsection 1, paragraph F, the member shall be granted service credit for the
period of time for which the contributions have been made. Upon making
partial payment of the back contributions under Section 5, the member shall
be granted service credit on a pro rata basis in accordance with rules adopted
by the board.

(6) Alternative. A member who fails to meet one or more of the terms and
conditions required under paragraphs 1, 3 and 4 may purchase service credit
as provided in this paragraph. The member must have at least 5 years of
creditable service and, before any retirement benefit becomes effective for
that member, must pay into the Members’ Contribution Fund, an amount
that, together with regular interest on that amount, is the actuarial equivalent,
at the effective date of the retirement benefit, of the portion of the retirement
benefit based on the additional creditable service. Any member who
purchases service credit under this paragraph who subsequently, without
inclusion of the purchased service credit and prior to retirement, meets the
terms and conditions of paragraphs 1, 2 and 4 is entitled to purchase the
service credit under Section 5, subsection 1, paragraph F and to receive a
refund of the amount paid under this paragraph that exceeds the cost to
purchase the service under Section 5.

Out-of-state Service. For members who began membership before January 1, 1976,
additional service credit shall be allowed for out-of-state service, subject to the following
conditions.

A. 20 Years of Creditable Service. The member must have creditable service in the
Retirement System of at least 20 years in the aggregate;

B. Last 10 Years in Maine; 10 Year Limit. The member's last 10 years of creditable
service before the date of retirement must be in the State and no more than 10 years
of service credit may be allowed for out-of-state service; and

C. Payment of Contributions. Upon complete payment of the back contributions under
Section 5, subsection 1, paragraph H, subparagraph 2, the member shall be granted
service credit for the period of time for which the contributions have been made.
Upon making partial payment of the back contributions under Section 5,
subsection 1, paragraph H, subparagraph 2, the member shall be granted service
credit on a pro rata basis in accordance with rules adopted by the board.
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Alternative. If service credit for out-of-state service is not allowed under paragraph
A and B, service credit for out-of-state service shall be allowed if the member, before
any retirement benefit becomes effective for that member, pays into the Members'
Contribution Fund, an amount that, together with regular interest on that amount, is
the actuarial equivalent, at the effective date of the retirement benefit, of the portion
of the retirement benefit based on the additional creditable service. Payments must be
made consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

(1) Additional amounts paid under this subsection shall become a part of the
member's accumulated contributions.

2) If any retirement benefit becomes effective before the completion of the
payment under this subsection, the member is entitled to service credit for
that portion of the additional creditable service that the total amount of
payments actually made, plus regular interest on those payments to the
date the retirement benefit becomes effective, bears to the actuarial
equivalent of the total portion of the retirement benefit based on the
additional creditable service.

Service Credit not to be Used in Another State. Any application for a retirement
benefit for which out-of-state service credit is to be granted must be accompanied by a
certified statement from the appropriate retirement system that the out-of-state service
credit granted has not been or will not be used to obtain benefits in another state.

Disability Retirement Service Credit. A recipient of a disability retirement benefit shall
receive service credit for the purpose of determining benefits under The Plan for the period of
time following termination of service during which disability retirement benefits are being
received under 5 M.R.S. Chapter 425, subchapter V, article 3-A.

Unused Sick Leave or Vacation Leave

A.

Earnable Compensation. A member’s earnable compensation does not include
payment for unused accumulated or accrued sick leave, unused vacation time, or a
combination of both, or any other payment that is not compensation for actual
services rendered or that is not paid at the time the actual services are rendered,
except that for a member with at least 20 years of creditable service under The Plan
at the effective date of the member’s retirement, and for a recipient of a disability
retirement benefit, earnable compensation includes payment for unused accumulated
or accrued sick leave, unused vacation time, or a combination of both, up to a
maximum of 30 days, if paid upon the member’s last termination before the member
applies for retirement benefits.

Service Credit. A member may not receive service credit for unused accumulated or
accrued sick leave, unused vacation leave, or a combination of both, for which a
member is credited on termination of service, but for which the member does not
receive payment, except under the following conditions.

(1) Leave, up to a lifetime maximum of 90 days, qualifies for service credit for a
member with at least 20 years of creditable service under The Plan, before
the application of this sub-paragraph, at the effective date of the member’s
retirement.
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2) Leave, up to a lifetime maximum of 90 days, qualifies for service credit for a
recipient of a disability retirement benefit, at the effective date of the
member’s disability retirement.

3) Leave, including leave beyond 90 days, may qualify for service credit, up to the
maximum number of days of leave, set by personnel rules or by contract, that a
person is allowed to accumulate, if, the member, before any retirement benefit
becomes effective for the member, pays into the Members' Contribution Fund, a
single payment which is the actuarial equivalent, at the effective date of the member's
retirement benefit, of the portion of the member's retirement benefit based on the
additional creditable service beyond 90 days.

Teachers in Private, Parochial and Other Schools. A member who taught in a parochial
school or in a public or private academy may purchase up to 10 years of service credit for that
service under the following conditions.

A. The member must have taught in a school approved by the Department of Education
or the education department of another state while holding an appropriate teaching
certificate;

B. 20 Years of Creditable Service. The member must have 20 years of creditable

service as a member of the participating local district;

C. Membership before January 1, 1976. The member must have begun membership
before January 1, 1976;

D. Last 10 Years in Participating Local District. The member’s last 10 years of
creditable service before the date of retirement must be as a member of the
participating local district; and

E. Payment of Contributions. Upon complete payment of the back contributions under
Section 5, subsection 1, paragraph K, subparagraph 2, the member shall be granted
service credit for the period of time for which the contributions have been made. Upon
making partial payment of the back contributions under Section 5, subsection 1,
paragraph K, subparagraph 2, the member shall be granted service credit on a pro rata
basis in accordance with rules adopted by the board.

F. Alternative. If service credit for private, parochial or other school service is not
allowed under paragraphs B and C, additional service credit is allowed for any
member who meets the requirements of paragraphs A and D, if the member, before
any retirement benefit becomes effective for that member, pays into the Members’
Contribution Fund an amount that, together with regular interest on that amount, is
the actuarial equivalent, at the effective date of the retirement benefit, of the portion
of the retirement benefit based on the additional creditable service. Payments must be
made consistent with Chapter 406 (94-411 CMR 406) of the rules of the Board.

(1 Additional amounts paid under this subsection shall become a part of the
member’s accumulated contributions.

2) If any retirement benefit becomes effective before the completion of the
payment under this subsection, the member is entitled to service credit for that
portion of the additional creditable service that the total amount of payments
actually made, plus regular interest on those payments to the date the retirement
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benefit becomes effective, bears to the actuarial equivalent of the total portion
of the retirement benefit based on the additional creditable service.

Other Schools and Programs. A member who terminates service in the State and teaches
under the Volunteers in Service to America Program, the Fulbright Exchange Program or the
Peace Corps, foreign or domestic, or teaches children of United States Foreign Corps
personnel outside the continental limits of the United States is entitled to service credit for
that service under the following conditions.

A. 2 Year Limit. The service credit may not exceed 2 years.

B. Return to Active Service. The member must return to active service as a member of
the retirement system within one year of the completion of the teaching outside of the
State described in this section.

C. Payment of Contributions. The member, before any retirement benefit becomes
effective for that member, must pay into the Members’ Contribution Fund an amount
that, together with regular interest on that amount, is the actuarial equivalent, at the
effective date of the retirement benefit, of the portion of the retirement benefit based
on the additional creditable service. Payments must be made consistent with Chapter
406 (94-411 CMR 406) of the rules of the Board.

Law enforcement service before becoming a member. A member who served as a full-time
law enforcement officer with a federal, state, county or local law enforcement agency before
becoming a member, and who did not decline membership under section 3, subsection 2,
during the period of prior law enforcement service, is entitled under this subsection to
purchase service credit for the period of time that the member served as a law enforcement
officer under the following conditions:

A. 15 years of creditable service. The member must have at least 15 years of creditable
service at the time of retirement.

B. 4 year limit. Service credit purchased under this subsection is limited to 4 years.

C. Service credit not to be used for other benefits. The member must provide a
certified statement from the appropriate retirement system that the service credit to
be granted has not been and will not be used to obtain other retirement benefits.

D. Payment of contributions. The member must complete payment of contributions as
required by Section 5, subsection 1, paragraph M.

1 Additional amounts paid under this subsection shall become a part of the
member’s accumulated contributions.

2) If any retirement benefit becomes effective before the completion of the
payment under this subsection, the member is entitled to service credit for that
portion of the additional creditable service that the total amount of payments
actually made, plus regular interest on those payments to the date the retirement
benefit becomes effective, bears to the actuarial equivalent of the total portion
of the retirement benefit based on the additional creditable service.

Nonmilitary public employee of the United States Government service. A member who
served as a nonmilitary public employee of the United States Government before becoming
a member is entitled under this subsection to purchase service credit for the period of time
that the member served as a nonmilitary public employee of the United States Government
under the following conditions:

A. 5 year limit. Service credit purchased under this subsection is limited to 5 years.
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B.

Payment of contributions. The member must complete payment of contributions
as required by Section 5, subsection 1, paragraph N.

(1) Additional amounts paid under this subsection shall become a
part of the member’s accumulated contributions.

2) If any retirement benefit becomes effective before the
completion of payment under this subsection, the member is
entitled to service credit for that portion of the additional
creditable service that the total amount of payments actually
made, plus regular interest on those payments to the date the
retirement benefit becomes effective, bears to the actuarial
equivalent of the total portion of the retirement benefit based
on the additional creditable service.

SECTION 7. REGULAR SERVICE RETIREMENT BENEFIT PLANS

Payment of benefits to members under The Plan is subject to the provisions of 5 M.R.S. §§ 18403 —

18405-A, 18409 - 18413.

1. Regular Benefit Plan AC. Regular Benefit Plan AC may be elected by any participating
local district or local district.

A.

Contribution Rate. Subject to Section 15, subsection 1, and the rate caps under
Section 9, employer and employee contributions shall be set annually by the Board
based on the recommendations of the System’s actuary in accordance with the
following:

(M

@

)

“4)

The Plan’s unfunded actuarial liability as of June 30, 2018, shall be paid in
an actuarially sound manner and allocated between the employer and
employee in a ratio approved by the Board based on the recommendation of
the Participating Local District Advisory Committee;

Any Plan unfunded actuarial liability created beginning July 1, 2018, shall
be paid through employer and employee contributions allocated 58% to the
employer and 42% to the employee;

The normal cost shall be paid through employer and employee contributions
allocated 58% to the employer and 42% to the employee.; and

Rates shall reflect any differences in actuarial assumptions and experience
and shall be based on whether the member is subject to paragraphs B or B-1.

Qualification for Benefit Prior to July 1, 2014. A member of The Plan prior to
July 1, 2014 qualifies for a service retirement benefit under this paragraph when one
of the following occurs:

(1

@)

The member is in service when reaching 60 years of age, or is in service
after reaching 60 years of age, and has been in service for a minimum of
one-year immediately before retirement or except as provided in sub-
paragraph 4 has at least 10 years of creditable service, which may include
creditable service as a member of the Legislative Retirement Program under
3 M.R.S. §701, sub-§8;

The member is not in service when reaching 60 years of age, and except as
provided in sub-paragraph 4 has at least 10 years of creditable service, which
may include creditable service as a member of the Legislative Retirement
Program under 3 M.R.S. §701, sub-§8; or
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3) The member has completed 25 or more years of creditable service, which
may include, for the purpose of meeting eligibility requirements, creditable
service as a member of the Legislative Retirement Program under 3 M.R.S.
§701, sub-§8.

4) The member has at least 5 years of creditable service, which, for the purpose
of determining completion of the 5-year requirement, may include creditable
service as a member of the Legislative Retirement Program, and:

(a) Was in service on October 1, 1999;

(b) Had left prior to October 1, 1999 with or without withdrawing
contributions and on or after October 1, 1999 returned to service; or

(©) Was first in service on or after October 1, 1999.

Qualification for Benefit after July 1, 2014. A member who was not covered by
The Plan prior to July 1, 2014 qualifies for a service retirement benefit under this
paragraph when one of the following occurs:

1 The member is in service when reaching 65 years of age, or is in service
after reaching 65 years of age, and has been in service for a minimum of one
year immediately before retirement or has at least 5 years of creditable
service, which may include creditable service as a member of the Legislative
Retirement Program under 3 M.R.S. §701, sub-§8;

2) The member is not in service when reaching 65 years of age and has at least
5 years of creditable service, which may include creditable service as a member
of the Legislative Retirement Program under 3 M.R.S. §701, sub-§8; or

3) The member has completed 25 or more years of creditable service, which may
include, for the purpose of meeting eligibility requirements, creditable service as
a member of the Legislative Retirement Program under 3 M.R.S. §701, sub-§8.

Computation of Benefit - Retirement at Normal Retirement Age or Later.
Subject to the requirements of Section 4, subsection 6, the total amount of the service
retirement benefit for a member qualified under paragraph B, subparagraphs 1, 2 or 4
or under paragraph B-1, equals:

(1 1/50 of the member's average final compensation multiplied by the number
of years of creditable service under The Plan; and

2) For members retiring prior to September 1, 2028, Kf the member had
creditable service, with the member's current employer before that
employer's employees were under The Plan, the benefit for that creditable
service is calculated on the basis of:

(a) 1/50 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/50 formula;

(b) 1/60 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/60 formula; and
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€)

(4)

(c) 1/70 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/70 formulaz.

For members retiring on or after September 1, 2028, the benefit will be
calculated as if the service had been under The Plan.

For members retiring prior to September 1, 2028, ilf the member had
creditable service with an employer other than the member's current employer
before becoming a member under The Plan for which the member's current
employer has not accepted liability, and for which the member has not made
the election under 5 M.R.S. §18253, sub-§1, paragraph E, the benefit for that
creditable service is calculated on the basis of creditable service and earnable
compensation with the previous employer and in accordance with the
previous employer's regular service retirement plan immediately before the
previous employer's employees became members under The Plan or the
previous employer withdrew from the System. If the previous employer has
neither begun participation in The Plan nor withdrawn from the System, the
benefit is calculated on the basis of the previous employer's plan at the time
of the member's retirement. For members retiring on or after September 1,
2028, the benefit will be calculated as if the service had been under The Plan.

For members retiring prior to September 1, 2028, i#f the member has prior
service credit, the benefit for that service is calculated on the basis of the
applicable formula of paragraph C (2) above, as adopted by the district for
prior service credit. For members retiring on or after September 1, 2028
the benefit will be calculated as if the service had been under The Plan.

Computation of Benefit - Retirement before Normal Retirement Age - With
Creditable Service of 25 Years or More. Subject to the requirements of Section 4,
subsections 5 and 6, the amount of the service retirement benefit for a member who
retires prior to normal retirement age shall be computed as follows:

(1

)

)

The amount of the service retirement benefit for a member qualified under
paragraph B, subparagraph 3, who has 20 or more years of creditable service
under The Plan as of July 1, 2019, shall be computed in accordance with
paragraph C, except that:

(a) The amount arrived at under paragraph C shall be reduced by
applying to that amount the percentage that a life annuity due at
age 60 bears to the life annuity due at the age of retirement.

(b) For the purpose of making the computation under division a, the
Board-approved tables of annuities in effect at the date of the
member's retirement shall be used.

The amount of the service retirement benefit for a member qualified under
paragraph B-1, subparagraph 3, who, pursuant to Title 5, Section 18253, has
20 or more years of creditable service under The Plan as of July 1, 2019, shall
be computed in accordance with paragraph C, except that the benefit is
reduced by 6% for each year that the member’s age precedes 65 years of age.

The amount of the service retirement benefit for all other members shall be

computed in accordance with paragraph C, except that the amount arrived at
under paragraph C shall be reduced to reflect the full actuarial impact of the
early retirement.
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E. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

Regular Benefit Plan AN. Regular Benefit Plan AN may be elected by any participating
local district or local district.

This benefit plan is the same as Regular Benefit Plan AC, except that there is no provision for
cost of living adjustments.

Regular Benefit Plan BC. Regular Benefit Plan BC may be elected by any participating local
district or local district which covers its employees under the Federal Social Security program
under a Section 218 Agreement. Any current employee who was a member under a plan which
provided benefits under the 1/50 or 1/60 formula with a cost of living adjustment may elect to
be under Regular Benefit Plan A and any current employee who was under a plan which
provided benefits under the 1/50 or 1/60 or 1/70 formula without cost of living adjustments
may elect to be under Regular Benefit Plan AN. Regular Benefit Plans AC and AN require that
members make contributions at the rate as set forth in subsections 1 and 2. For the purposes of
this subsection, "current employee" means a person whose employment with a participating
local district began prior to the date on which participation in The Plan for that district's
employees begins and who is a member as an employee of that district on that date.

A. Contribution Rate. Employer and employee contribution rates are set in the same
manner and subject to the same requirements as Regular Benefit Plan AC.

B. Qualification for Benefit. The requirements for a member to qualify for a service
retirement benefit under this paragraph are exactly the same as under Regular Benefit
Plan AC - subsection 1, paragraphs B and B-1.

C. Computation of Benefit - Retirement at Normal Retirement Age or Later.
Subject to the requirements of Section 4, subsection 6, the total amount of the service
retirement benefit for a member qualified as specified in subsection 1, paragraph B,
subparagraph 1, 2 or 4 or under subsection 1, paragraph B-1 equals:

) 1/100 of the member's average final compensation multiplied by the number
of years of membership service under The Plan; and

2) For members retiring prior to September 1, 2028, ilf the member had
creditable service, with the member's current employer before that
employer's employees were under The Plan, the benefit for that creditable
service is calculated on the basis of:

(a) 1/50 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/50 formula;

(b) 1/60 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/60 formula; and

(©) 1/70 of the member's average final compensation multiplied by the
number of years of creditable service, if, before being under The
Plan, the service retirement benefit for that employer's employees
was based upon the 1/70 formulas.
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€)

(4)

For members retiring on or after September 1, 2028. the benefit will be
calculated as if the service had been under Regular Benefit Plan AC.

For member retiring prior to September 1, 2028 Iif the member had
creditable service with an employer other than the member's current
employer before becoming a member under The Plan for which the
member's current employer has not accepted liability, and for which the
member has not made the election under 5 M.R.S. §18253,

sub-§ 1, paragraph E, the benefit for that creditable service is calculated on
the basis of creditable service and earnable compensation with the previous
employer and in accordance with the previous employer's regular service
retirement plan immediately before the previous employer's employees
became members under The Plan or the previous employer withdrew from
the System. If the previous employer has neither begun participation in The
Plan nor withdrawn from the System, the benefit is calculated on the basis of
the previous employer's plan at the time of the member's retirement. For
members retiring on or after September 1. 2028, the benefit will be
calculated as if the service had been under Regular Benefit Plan AC.

For members retiring prior to September 1, 2028, i#f the member has prior
service credit, the benefit for that service is calculated on the basis of the
applicable formula of paragraph C (2) above, as adopted by the district for
prior service credit. For members retiring on or after September 1, 2028,
the benefit will be calculated as if the service had been under Regular
Benefit Plan AC.

Computation of Benefit - Retirement before Normal Retirement Age - With
Creditable Service of 25 Years or More. Subject to the requirements of Section 4,
subsections 5 and 6, the amount of the service retirement benefit for a member who
retires prior to normal retirement age shall be computed as follows:

(1

@)

)

The amount of the service retirement benefit for a member qualified as
specified in subsection 1, paragraph B, subparagraph 3, who has 20 or more
years of creditable service under The Plan as of July 1, 2019, shall be
computed in accordance with paragraph C, except that:

(a) The amount arrived at under paragraph C shall be reduced by
applying to that amount the percentage that a life annuity due at age
60 bears to the life annuity due at the age of retirement.

(b) For the purpose of making the computation under subparagraph 1,
the board-approved tables of annuities in effect at the date of the
member's retirement shall be used.

The amount of the service retirement benefit for a member qualified under
subsection 1, paragraph B-1, subparagraph 3, who, pursuant to Title 5,
Section 18253, has 20 or more years of creditable service under The Plan as
of July 1, 2019, shall be computed in accordance with subsection 1,
paragraph C, except that the benefit is reduced by 6% for each year that the
member’s age precedes 65 years of age.

The amount of the service retirement benefit for all other members shall be
computed in accordance with paragraph C, except that the amount arrived at
under Paragraph C shall be reduced to reflect the full actuarial impact of the
early retirement.
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E. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

4. Minimum Benefit. Any member under The Plan who has 10 or more years of creditable
service at retirement is entitled to a minimum service retirement benefit of $100 per month.

SECTION 8. SPECIAL SERVICE RETIREMENT BENEFIT PLANS

Payment of benefits to members under The Plan is subject to the provisions of 5 M.R.S. §§ 18403 —
18405-A, 18409-18413. If, upon electing to participate in The Plan, a participating local district elects
a special benefit plan other than the special benefit plan that a member is then covered under, the
member may elect to continue under the special benefit plan under which the member is then covered.
The member's election must be made as of the date on which the district's participation in The Plan
begins and may not be changed thereafter. Members having membership service under special plans
prior to July 1, 1977, are entitled to the alternative benefit computation based on that service in
accordance with the applicable provision of 5 M.R.S. §18453. A member who does not qualify to
retire under a special service retirement plan may retire under a regular service retirement plan at any
time after the member qualifies under Section 7. The service retirement benefit for all service is
computed as provided in Section 7.

1. Special Benefit Plan 1C. Special Benefit Plan 1C may be elected by any participating local
district or local district for police officers, firefighters, sheriffs, full-time deputy sheriffs,
county corrections employees who are employed at a county jail and whose duties include
contact with prisoners or juvenile detainees, and emergency medical services persons as
defined in Title 32 M.R.S. §83, sub-§12, including but not limited to first responders,
emergency medical technicians, advanced emergency medical technicians and paramedics.

A. Contribution Rate. Subject to Section 15, subsection 1, and to the rate caps under
Section 9, employer and employee contributions shall be set annually by the Board
based on the recommendations of the System’s actuary in accordance with the
following:

(1)  The Plan’s unfunded actuarial liability as of June 30, 2018, shall be paid in an
actuarially sound manner and allocated between the employer and employee in
a ratio approved by the Board based on the recommendation of the
Participating Local District Advisory Committee;

2) Any Plan unfunded actuarial liability created beginning July 1, 2018, shall
be paid through employer and employee contributions allocated 58% to the
employer and 42% to the employee; and

3) The normal cost shall be paid through employer and employee contributions
allocated 58% to the employer and 42% to the employee.

B. Qualification for Benefit

(1 A member qualifies for a service retirement benefit under this subsection
when the member has completed 20 years of creditable service as an
employee in one or more of the types of employment specified in this
subsection and specified by the district as covered under this plan. If the
member had creditable service under a special plan with the member's
current employer before that employer's employees became members under
The Plan, that creditable service is counted when determining the member's
qualification for this benefit;
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2) A member who has accrued service credits under a regular service
retirement plan before accruing service under this plan, and for whom the
regular plan service credits are considered service under The Plan as
provided by Section 4, subsection 1, may use those service credits toward
qualifying to retire under this plan at the rate of one year of special plan
service credit for each two years of regular plan service credit; and

3) Except for employees who are entitled, under the current employer's plan in
effect before the employer's employees become members under The Plan, to
use military service credits to qualify for service retirement benefits, service
credits for service in the Armed Forces before becoming a member, under
Section 6, subsection 4, paragraph B, apply only to additional retirement
benefits under this plan and the service credits do not apply to service
requirements to qualify for retirement benefits.

4) Service credits for law enforcement service before becoming a member,
under Section 6, subsection 10, apply only to additional retirement benefits
under this plan and the service credits do not apply to service requirements
to qualify for retirement benefits.

C. Computation of Benefit. Subject to the requirements of Section 4, subsections 5
and 6, the total amount of the service retirement benefit for a member qualified under
paragraph B, equals 1/2 of the member's average final compensation and, subject to
the limitations of subsection J, an additional 2% of the member's average final
compensation for each year of creditable service not included in determining
qualification under paragraph B.

(1 If the member had creditable service under a special plan, with the member's
current employer, before that employer's employees became members under
The Plan, that creditable service is used when calculating the benefit under
this paragraph.

2) For members retiring prior to September 1, 2028, ilf the member had
creditable service with an employer other than the member's current
employer before becoming a member under The Plan for which the
member's current employer has not accepted liability, and for which the
member has not made the election under 5 M.R.S. §18253,
sub-§1, paragraph E, the benefit for that creditable service is calculated on
the basis of creditable service and earnable compensation with the previous
employer and in accordance with the previous employer's regular service
retirement plan immediately before the previous employer's employees
became members under The Plan or the previous employer withdrew from
the System. If the previous employer has neither begun participation in The
Plan nor withdrawn from the System, the benefit is calculated on the basis of
the previous employer's plan at the time of the member's retirement. For
members retiring on after September 1, 2028, credible service under this
subparagraph is used when calculating the benefit under this paragraph.

D. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

Special Benefit Plan 1N. Special Benefit Plan 1N may be elected by any participating local
district or local district.

This benefit plan is identical to Special Benefit Plan 1C, except that there is no provision for
cost of living adjustments.
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Special Benefit Plan 2C. Special Benefit Plan 2C may be elected by any participating local
district or local district for police officers, firefighters, sheriffs, full-time deputy sheriffs,
county corrections employees who are employed at a county jail and whose duties include
contact with prisoners or juvenile detainees, emergency medical services persons as defined
in Title 32 ML.R.S. §83, sub-§12, including but not limited to first responders, emergency
medical technicians, advanced emergency medical technicians and paramedics, and
dispatchers as defined in 5 M.R.S. §18313, sub-§1. A district may also elect this plan for all

of its employees.

A.

Contribution Rate. Subject to Section 15, subsection 1, and to the rate caps
under Section 9, employer and employee contributions shall be set annually by
the Board based on the recommendations of the System’s actuary in accordance
with the following:

(M

2

€)

The Plan’s unfunded actuarial liability as of June 30, 2018, shall be paid in
an actuarially sound manner and allocated between the employer and
employee in a ratio approved by the Board based on the recommendation of
the Participating Local District Advisory Committee;

Any Plan unfunded actuarial liability created beginning July 1, 2018, shall
be paid through employer and employee contributions allocated 58% to the
employer and 42% to the employee; and

The normal cost shall be paid through employer and employee contributions
allocated 58% to the employer and 42% to the employee.

Qualification for Benefit

(1

)

A member qualifies for a service retirement benefit under this subsection
when the member has completed 25 years of creditable service as an
employee in one or more of the types of employment specified in this
subsection and specified by the district as covered under this plan. If the
member had creditable service under a special plan with the member's
current employer before that employer's employees became members under
The Plan, that creditable service is counted when determining the member's
qualification for this benefit; and

A member who has accrued service credits under a regular service
retirement plan before accruing service under this plan, and for whom the
regular plan service credits are considered service under The Plan as
provided by Section 4, subsection 1, may use those service credits toward
qualifying to retire under this plan at the rate of two years of special plan
service credit for each three years of regular plan service credit.

Computation of Benefit. Subject to the requirements of Section 4, subsections 5
and 6, the total amount of the service retirement benefit for a member qualified under
paragraph 2, equals 1/2 of the member's average final compensation and, subject to
the limitations of subsection J, an additional 2% of the member's average final
compensation for each year of creditable service not included in determining
qualification under paragraph B.

(1)

)

If the member had creditable service under a special plan, with the member's
current employer, before that employer's employees became members under
The Plan, that creditable service is used when calculating the benefit under
this paragraph.

For members retiring prior to September 1, 2028, ilf the member had
creditable service with an employer other than the member's current
employer before becoming a member under The Plan for which the
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member's current employer has not accepted liability, and for which the
member has not made the election under 5 M.R.S. §18253,

sub-§ 1, paragraph E, the benefit for that creditable service is calculated on
the basis of creditable service and earnable compensation with the previous
employer and in accordance with the previous employer's regular service
retirement plan immediately before the previous employer's employees
became members under The Plan or the previous employer withdrew from
the System. If the previous employer has neither begun participation in The
Plan nor withdrawn from the System, the benefit is calculated on the basis of
the previous employer's plan at the time of the member's retirement. For
members retiring on or after September 1. 2028, credible service under this
subparagraph is used when calculating the benefit under this paragraph.

D. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

Special Benefit Plan 2N. Special Benefit Plan 2N may be elected by any participating local
district or local district.

This benefit plan is identical to Special Benefit Plan 2C, except that there is no provision for
cost of living adjustments.

Special Benefit Plan 3C. Special Benefit Plan 3C may be elected by any participating local
district or local district for police officers, firefighters, sheriffs, full-time deputy sheriffs,
county corrections employees who are employed at a county jail and whose duties include
contact with prisoners or juvenile detainees, emergency medical services persons as defined
in Title 32 M.R.S. §83, sub-§12, including but not limited to first responders, emergency
medical technicians, advanced emergency medical technicians and paramedics, and
dispatchers as defined in 5 M.R.S. §18313, sub-§1.

A. Contribution Rate. The contribution rate for members under Special Benefit Plan 3C
is as set out below until the completion of 25 years of creditable service under this
special benefit plan, after which the members contribute at the same rate of earnable
compensation as paid by members who contribute under Regular Plan AC as set forth
in Section 7, subsection 1, paragraph A. Subject to Section 15, subsection 1, and to the
rate caps under Section 9, employer and employee contributions shall be set annually
by the Board based on the recommendations of the System’s actuary in accordance
with the following:

(1)  The Plan’s unfunded actuarial liability as of June 30, 2018, shall be paid in an
actuarially sound manner and allocated between the employer and employee in
a ratio approved by the Board based on the recommendation of the
Participating Local District Advisory Committee;

(2)  Any Plan unfunded actuarial liability created beginning July 1, 2018, shall be
paid through employer and employee contributions allocated 58% to the
employer and 42% to the employee; and

(3) The normal cost shall be paid through employer and employee contributions
allocated 58% to the employer and 42% to the employee.

B. Qualification for Benefit

(1) A member qualifies for a service retirement benefit under this subsection
when the member has completed 25 years of creditable service as an
employee in one or more of the types of employment specified in this
subsection and specified by the district as covered under this plan. If the
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member had creditable service under a special plan with the member's
current employer before that employer's employees became members under
The Plan, that creditable service is counted when determining the member's
qualification for this benefit; and

(2) A member who has accrued service credits under a regular service
retirement plan before accruing service under this plan, and for whom the
regular plan service credits are considered service under The Plan as
provided by Section 4, subsection 1, may use those service credits toward
qualifying to retire under this plan at the rate of two years of special plan
service credit for each three years of regular plan service credit.

C. Computation of Benefit. Subject to the requirements of Section 4, subsections 5
and 6, the total amount of the service retirement benefit for a member qualified
under paragraph 2, equals 2/3 of the member's average final compensation and,
subject to the limitations of subsection J, an additional 2% of the member's average
final compensation for each year of creditable service not included in determining
qualification under paragraph B.

(1) If the member had creditable service under a special plan, with the member's
current employer, before that employer's employees became members under
The Plan, that creditable service is used when calculating the benefit under
this paragraph.

2) For members retiring prior to September 1, 2028, iIf the member had
creditable service with an employer other than the member's current
employer before becoming a member under The Plan for which the
member's current employer has not accepted liability, and for which the
member has not made the election under 5 M.R.S. §18253,
sub-§1, paragraph E, the benefit for that creditable service is calculated on
the basis of creditable service and earnable compensation with the previous
employer and in accordance with the previous employer's regular service
retirement plan immediately before the previous employer's employees
became members under The Plan or the previous employer withdrew from
the System. If the previous employer has neither begun participation in The
Plan nor withdrawn from the System, the benefit is calculated on the basis of
the previous employer's plan at the time of the member's retirement. For
members retiring on or after September 1, 2028, credible service under this
subparagraph is used when calculating the benefit under this paragraph.

D. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

Special Benefit Plan 3N. Special Benefit Plan 3N may be elected by any participating local
district or local district.

This benefit plan is identical to Special Benefit Plan 3C, except that there is no provision for
cost of living adjustments.

Special Benefit Plan 4C. Special Benefit Plan 4C may be elected by any participating local
district or local district for police officers, firefighters, sheriffs, full-time deputy sheriffs,
county corrections employees who are employed at a county jail and whose duties include
contact with prisoners or juvenile detainees, emergency medical services persons as defined
in Title 32 M.R.S. §83, sub-§12, including but not limited to first responders, emergency
medical technicians, advanced emergency medical technicians and paramedics, and
dispatchers as defined in 5 M.R.S. §18313, sub-§1.
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Contribution Rate. The contribution rate for members under Special Benefit Plan
4C is as set out below until the completion of 25 years of creditable service under
this special benefit plan, after which the members contribute at the same rate of
earnable compensation as paid by members who contribute under Regular Plan AC
as set forth in Section 7, subsection 1, paragraph A. Subject to Section 15, subsection
1, and to the rate caps under Section 9, employer and employee contributions shall be
set annually by the Board based on the recommendations of the System’s actuary in
accordance with the following:

) The Plan’s unfunded actuarial liability as of June 30, 2018, shall be paid in
an actuarially sound manner and allocated between the employer and
employee in a ratio approved by the Board based on the recommendation of
the Participating Local District Advisory Committee;

2) Any Plan unfunded actuarial liability created beginning July 1, 2018, shall
be paid through employer and employee contributions allocated 58% to the
employer and 42% to the employee; and

3) The normal cost shall be paid through employer and employee contributions
allocated 58% to the employer and 42% to the employee.

Qualification for Benefit

(1 A member qualifies for a service retirement benefit under this subsection
when the member has completed 25 years of creditable service as an
employee in one or more of the types of employment specified in this
subsection and specified by the district as covered under this plan. If the
member had creditable service under a special plan with the member's
current employer before that employer's employees became members under
The Plan, that creditable service is counted when determining the member's
qualification for this benefit; and

2) A member who has accrued service credits under a regular service
retirement plan before accruing service under this plan, and for whom the
regular plan service credits are considered service under The Plan as
provided by Section 4, subsection 1, may use those service credits toward
qualifying to retire under this plan at the rate of two years of special plan
service credit for each three years of regular plan service credit.

Computation of Benefit. Subject to the requirements of Section 4, subsections 5 and
6, the total amount of the service retirement benefit for a member qualified under
paragraph B, equals:

(H If the member retires after reaching age 55, 1/50 of the member's average
final compensation multiplied by the number of years of creditable service;

2) If the member retires before reaching age 55, 1/50 of the member's average
final compensation multiplied by the number of years of creditable service
reduced as follows:

(a) For a member who was covered by The Plan prior to July 1, 2014,
who has 20 or more years of creditable service under The Plan as of
July 1, 2019, the benefit is reduced by applying to that amount the
percentage that a life annuity due at age 55 bears to the life annuity
due at the age of retirement.
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(b) For a member who was not covered by The Plan prior to July 1,
2014, but who, pursuant to Title 5, Section 18253, has 20 or more
years of creditable service under The Plan as of July 1, 2019, the
benefit is reduced by 6% for each year that the member’s age
precedes 55 years of age.

(©) For all other members, the benefit is reduced to reflect the full
actuarial impact of the early retirement.

3) If the member had creditable service under a special plan, with the member's
current employer, before that employer's employees became members under
The Plan, that creditable service is used when calculating the benefit under
this paragraph.

4 For members retiring prior to September 1, 2028, ilf the member had
creditable service with an employer other than the member's current
employer before becoming a member under The Plan for which the
member's current employer has not accepted liability, and for which the
member has not made the election under 5 M.R.S. §18253,
sub-§1, paragraph E, the benefit for that creditable service is calculated on
the basis of creditable service and earnable compensation with the previous
employer and in accordance with the previous employer's regular service
retirement plan immediately before the previous employer's employees
became members under The Plan or the previous employer withdrew from
the System. If the previous employer has neither begun participation in The
Plan nor withdrawn from the System, the benefit is calculated on the basis of
the previous employer's plan at the time of the member's retirement. For
members retiring on or after September 1, 2028, credible service under this
subparagraph is used when calculating the benefit under this paragraph.

D. Cost of Living Adjustments. All benefits based upon creditable service under this
service retirement benefit plan are subject to cost of living adjustments as provided
by Section 9. Benefits based upon creditable service earned before a member was
under The Plan will be subject to cost of living adjustments only if the employer's
plan provided for cost of living adjustments.

Special Benefit Plan 4N. Special Benefit Plan 4N may be elected by any participating local
district or local district prior to February 1, 2024.

This benefit plan is identical to Special Benefit Plan 4C, except that there is no provision for
cost of living adjustments.

Transfer from Special Plan Position to Non-Special Plan Position Due to Disability.

A member who has not completed the service requirements for retirement under a special
service retirement benefit plan, upon becoming disabled as defined in section 18521, and
upon becoming reemployed in a position not under a special service retirement benefit plan
shall upon retirement receive retirement benefits as follows:

A. The part of the member's service retirement based upon membership service before
becoming disabled shall be computed according to the formula for computing
benefits under the member's previous special plan.
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B. The part of the member's service retirement based upon membership service after
becoming reemployed in a position not under a special plan shall be computed according
to the formula for computing benefits under the member's previous special plan.

C. If the member is found to be no longer disabled, as defined in section 18521, the
member may:

(1) Return to a position in the member's previous special plan; or

2) Remain in the position which is not under a special plan and have the part of
the member's service retirement benefit based upon post-disability service
computed in accordance with the applicable regular service retirement
benefit plan under Section 7.

D. The executive director may require that a member subject to this subsection submit
records and undergo medical examinations or tests to determine the member's
disability for purposes of paragraph C.

(1) If the member refuses to submit records or undergo the examination or tests
under this paragraph, the member's retirement benefit shall be based upon
the applicable regular service retirement benefit plan under Section 7 until
the member withdraws the refusal.

2) If the member's refusal under subparagraph 1 continues for one year, all the
member's rights to any further benefit under this subsection shall cease.

10. Additional 2% Benefit. For members retiring prior to September 1, 2028, tFhe additional 2%
of average final compensation benefit provided to members under the special service
retirement plans in this section is applicable only to service credits earned with relation to
service rendered after a member becomes a member under The Plan. A member is also
entitled to this benefit for service rendered before becoming a member under The Plan to the
extent that the member was entitled to the benefit under the member's current employer's
retirement plan that was in effect immediately before the employer's employees became
members under The Plan. For members retiring on or after September 1, 2028, the benefit
will be calculated as if the service had been under The Plan.

SECTION 9. COST OF LIVING ADJUSTMENTS; CONTRIBUTION CAPS

1. Cost of Living Adjustments. Subject to subsections 2, 3, 4 and 5, the cost-of-living
adjustment shall be determined as follows.

A. Except as provided in subsections 2, 3 and 4, whenever there is a percentage increase
in the Consumer Price Index from July 1 of the previous year to June 30 of the current
year, the Board shall automatically make an equal percentage increase in retirement
benefits, beginning in September, up to a maximum annual increase of 2.5%.

B. If there is a percentage decrease in the Consumer Price Index from July 1st to June
30th, the Board shall set the percentage change at 0% for that September. The
adjustment for the following year must be set based on the actuarially compounded
Consumer Price Index for both years in a cost-neutral manner. If the Consumer Price
Index in the subsequent year or years is not sufficient to allow for the adjustment to
be cost-neutral for the 2 years, then the adjustment needed for cost-neutrality must
continue to be applied to following years until such time as the cost-neutrality
requirement is met.
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SECTION 10.

1.

C. The Board shall determine the costs of the adjustments under this Section and shall
include those costs in the annual valuation.

D. Cost-of-living adjustments under this Section shall be applied to the retirement
benefits of retirees as follows:

(1) For retirees who retire prior to September 1, 2019, a cost-of-living
adjustment is applied if the retiree has been retired for at least 12 months
before the date that the adjustment becomes payable.

2) For retirees who retire on or after September 1, 2019, a cost-of-living
adjustment is applied if the retiree has been retired for at least 24 months
before the date that the adjustment becomes payable. Beneficiaries of
deceased retirees shall be eligible for the cost-of-living adjustment at the
same time the deceased retiree would have become eligible.

Contribution Caps. The employer and employee contribution rates, as calculated in the
aggregate across all benefit plans in The Plan, are capped at 12.5% and 9%, respectively.
If the rates calculated by the System’s actuary would exceed the caps for a particular year,
the following shall occur:

A. The aggregated employer and employee rates will be reduced to the cap amounts,
and the Board will set individual benefit plan rates based on the System’s actuary’s
recommendation for allocating the reductions.

B. The cost of living adjustment calculated under subsection 1 shall be reduced to
maintain cost-neutrality, but not below zero. If the reduction otherwise would have
been below zero, then an adjustment will be applied to contribution rates, up to the
caps set forth in this subsection, and the cost of living adjustment, but not below
zero, in following years until such time as cost-neutrality is achieved.

Notwithstanding subsection 1, paragraph A, the cost-of-living adjustment for the period from
September 1, 2021 through August 31, 2022 shall be 3.5%.

Notwithstanding subsection 1, paragraph A, the cost-of-living adjustment for the period from
September 1, 2022 through August 31, 2023 shall be 3.5%.

In addition to the cost-of-living adjustment under subsection 1, paragraph A, a one-time
noncumulative cost-of-living adjustment payment equal to 0.5% of retirement benefits will be
paid to those eligible for a cost-of-living adjustment for the period from September 1, 2023
through August 31, 2024.

DISABILITY BENEFITS

Members of The Plan. Disability retirement benefits for members under The Plan are subject
to 5 M.R.S., Chapter 425, subchapter V, Benefits, Article 3-A, Disability Retirement Benefits
After September 30, 1989, as amended by PL 2025, chapters 221 and 270, except section
18534.

Election Regarding Age-limit or No-age-limit Disability. The election made by each
member under PL 1991, c. 887 whether to be covered under age-limit or no-age-limit



94-411 Chapter 803  page 36

SECTION 11.

disability remains in effect after a member's participation in The Plan begins. Depending
upon a member's election, the member is covered under the age-limit or no-age-limit version
of the disability plan specified in this Section.

Current Recipients of Disability Benefits. After having begun to participate in The Plan,

a participating local district which before participating in The Plan did not have as part of its
plan 5 M.R.S., Chapter 425, subchapter V, Benefits, Article 3-A, Disability Retirement
Benefits After September 30, 1989, may elect to adopt 5 M.R.S. §18534, thereby allowing its
former employees who are recipients of disability retirement benefits under prior law the
option of being governed by disability retirement provisions applicable to members under
The Plan. Any former employee of a district which adopts §18534 who is a recipient of a
disability retirement benefit under 5 M.R.S., Article 3, as in effect immediately before
October 1, 1989, or under section 1122 of the former retirement system law, as in effect
immediately before July 1, 1977, may elect to be governed by 5 M.R.S., Chapter 425,
subchapter V, Benefits, Article 3-A, by making written application to the executive director
within 6 months after adoption of this provision by the participating local district. If the
disability retirement benefit recipient makes the election, Article 3-A shall apply from the
date of the recipient's original eligibility for disability retirement, but any increase in benefits
may only be granted from the date of election by the recipient. The district's adoption and the
recipient's election are irrevocable. The additional liability resulting from the adoption of this
provision will be included in the district's Additional Unpooled Unfunded Actuarial Liability.

ORDINARY DEATH BENEFITS

Ordinary death benefits for members under The Plan are subject to 5 M.R.S., Chapter 425,
subchapter V, Benefits, Article 4, Ordinary Death Benefits.

SECTION 12.

1.

ACCIDENTAL DEATH BENEFITS

Definitions. As used in this section, unless the context otherwise indicates, the following
terms have the following meanings.

A. Professional firefighter. “Professional firefighter” means an employee of a
municipal fire department who is a member of the Participating Local District
Retirement Program or who is a participating member under chapter 425 and who
aids in the extinguishment of fires, whether or not the employee has other
administrative duties.

B. Qualifying member. “Qualifying member” means:

) A member who dies as a result of an injury arising out of and in the course
of employment as an employee;

2) After October 31, 2004, an active member who is a professional firefighter
who dies as a result of an injury or disease as described in Title 39-A, section
328 if the injury or disease that causes the death is the result of a condition
that develops within 30 days of the active member’s participating in
firefighting or training or a drill that involves firefighting. If the professional
firefighter dies after 30 days but within 6 months of participating in
firefighting or training or a drill that involves firefighting, there is a rebuttable
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presumption that the death is the result of an injury arising out of and in the
course of employment as a professional firefighter; or

3) A former member receiving a disability retirement benefit who dies as a
result of an injury arising out of and in the course of employment as an
employee.

Qualification for Benefit. The beneficiary of a qualifying member shall receive a benefit in
accordance with section 18603.

Computation of Benefit. Benefits under this section are determined as follows:

A.

Surviving spouse; no dependent children. If the qualifying member is survived by
a spouse and no dependent child, the surviving spouse shall be paid 2/3 of the
average final compensation of the qualifying member.

Surviving spouse having care of dependent children. If the qualifying member is
survived by a spouse who has the care of the dependent child or dependent children
of the qualifying member, the surviving spouse shall be paid an annual sum equal to
the average final compensation of the qualifying member.

Surviving spouse not having care of dependent children. If the qualifying member
is survived by a spouse who does not have the care of the dependent child or
dependent children of the qualifying member, the surviving spouse shall share with
the dependent child or dependent children an annual sum equal to the average final
compensation of the qualifying member, the benefit to be divided equally among the
surviving spouse and the dependent child or dependent children.

No surviving spouse. If no spouse survives the qualifying member, the dependent
child or dependent children shall be paid an annual sum equal to the average final
compensation of the qualifying member.

Method of Payment. All benefits paid under this section shall be paid in equal monthly
installments beginning the first month after the death of the qualifying member.

Adjustment of Benefits. Benefits under this section are subject to the following adjustments:

A.

Cessation of eligibility. When a person sharing benefits under section 18603 ceases
to be eligible to receive benefits, the subsequent benefits of the remaining
beneficiaries shall be recalculated as if the remaining beneficiaries had been the only
beneficiaries to survive the qualifying member.

Workers’ compensation or similar law. The amount payable under this section
must be reduced by any amount received by the surviving spouse and dependent
child or dependent children under former Title 39, the Workers” Compensation Act or
Title 39-A, Part 1, the Maine Workers’ Compensation Act of 1992, or a similar law.

(1) Lump-sum settlements of benefits that would reduce the accidental death
benefits under this subsection must be prorated on a monthly basis in an
equitable manner prescribed by the board.

2) The prorated lump-sum settlement amounts must reduce the accidental death
benefits payable monthly under this section.
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SECTION 13.

1.

C. Cost-of-living adjustments. Benefits under this section are subject to adjustment as
provided in section 9.

Termination of Benefits. The benefits under this section shall be paid to:
A. Surviving spouse. The surviving spouse until the spouse dies; and

B. Dependent children. The dependent child or dependent children until they die or
until they no longer meet the definition of “‘dependent child” under section 17001,
subsection 12.

DEFINED CONTRIBUTION/DEFERRED COMPENSATION PLANS

Defined Contribution/Deferred Compensation Plans. A participating local district may
provide for the participation of its employees in a defined contribution and/or deferred
compensation plan or plans for which the System is The Plan Sponsor. To provide for its
employees’ participation, the participating local district employer must comply with the
procedure for adoption set out in paragraph 6.

District is Employer. For all purposes related to such a plan or plans, the participating local
district is the employer of its employees who participate in the plan or plans.

Federal Law Requirements. The plan or plans for which the System is Plan Sponsor must
meet all applicable federal law requirements.

Terms and Requirements of Plan. The rights, obligations, conditions and terms of each plan
or plans for which the System is Plan Sponsor are those provided in the relevant Plan
Document, as revised or amended from time to time.

Plan under 5 MRSA Section 18252-B. Adoption of a plan or plans under this section does
not by itself satisfy the requirements of 5 M.R.S. §18252-B. A participating local district that
intends a plan or plans that it adopts under this section to comply with 5 M.R.S. §18252-B
must also meet that section’s requirements.

Procedure for Adoption

A. Adoption Agreement. A participating local district that acts to adopt a plan or plans
under this section must complete the relevant Adoption Agreement or Agreements in
a form provided or authorized by the System. An Adoption Agreement constitutes
documentation of the participating local district’s decision to adopt the plan to which
the Agreement applies and signifies its understanding and acceptance of the
provisions of the plan as set out in The Plan Document.

B. 401(a) Plan: Contribution Rates. In the case of a plan established in accordance
with the requirements of Section 401(a) of the United States Internal Revenue Code
of 1986, as amended,

(1) the Adoption Agreement must specify the required employee contribution as
established by the participating local district employer and the employer
contribution, if any; and
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2) the participating local district may change the amount of the required
employee contribution annually, effective July 1 immediately following its
decision to change the amount. The participating local district must document
the change by amending its Adoption Agreement to state the new required
employee contribution amount. An employee already participating in the
district’s 401(a) plan at the time the required employee contribution amount is
changed must change to the new required contribution amount.

7. Disability Retirement Benefits: Participants in a 401(a) Plan who are Not Members
under The Plan
A. Applicability. Employees who are participants in a 401(a) plan under this section
and who are not members under The Plan are covered in the event of disability as set
out in paragraph B.
B. Disability Retirement Program. The disability retirement program established

under this paragraph is that established by section18521 ef seq. and implemented by
the System’s related rules and policies, including but not limited to the disability
application, determination and review processes, and standards for benefit eligibility
and standards for continuation of benefits.

(1 Title 5 M.R.S. §18524, sub-§2, applies to an employee with fewer than
5 years of participation in the 401(a) plan.

2) Except as provided in subparagraph 3, the amount of the disability
retirement benefit is 60% of the participant’s annual compensation being
paid at the time the participant became disabled, subject to adjustment as
provided by 5 M.R.S. §18407 and this chapter.

3) A participant who is found eligible for a disability retirement benefit and
who terminates employment may elect to withdraw the balance of the
participant’s 401(a) account. If such a withdrawal includes employer
contributions made on behalf of the participant, the disability retirement
benefit will be actuarially adjusted so that the participant receives a
disability retirement benefit of not more than the amount specified in
subparagraph 2.

4) Benefits cease if the participant is found no longer eligible under the
applicable statute, or on the date that the participant is required to receive a
Required Minimum Distribution under federal law, whichever is earlier.

SECTION 14. RETIRING AND RETURNING TO WORK

If a person who is a recipient of a service retirement benefit under The Plan returns to employment by
a participating local district of The Plan in a position for which membership would be mandatory or
optional for a new hire, the person continues to receive the service retirement benefit and does not re-
enter The Plan as a member. During the period that a retiree is returned to employment, contributions
must be remitted to the System by the participating local district in the amount of the greater of (i) 5%
of the person’s earnable compensation, or (ii) the equivalent of employer and employee unfunded
actuarial liability contributions at the aggregate rate on the person’s earnable compensation. For
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purposes of this section, earnable compensation does not include Workers’ Compensation earnings
paid to the person.

SECTION 15.

TRANSITION

1. Rates. Employer and employee rates for July 1, 2018, through June 30, 2019, shall be the
rates set under this Rule prior to the amendment effective July 1, 2018. The transition from
those rates to the rates calculated pursuant to Sections 7 and 8 shall be accomplished by
smoothing in the new rates over an actuarially sound period.

2. Unused Sick Leave or Vacation Leave. Section 6, subsection 7, applies to those with a
retirement effectiveness date on or after August 1, 2019.

3. Retiring and Returning to Work. Section 14 does not apply to a retiree employed by a
participating local district on October 1, 2018, until the earlier of termination of employment
or June 30, 2021.

4. Membership Election. The one-time election to join The Plan by November 1, 2021 under
PL 2021, c. 286, § 6 applies only to employees of participating local districts who specifically
adopt that provision in their participation agreement prior to November 1, 2021, or at the next
meeting of the participating local district’s executive or legislative body, whichever is later.
For participating local districts adopting the provision on or after November 1, 2021, the one-
time election date shall be such later date stated in the amended participation agreement.
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January 17, 2004

October 12, 2004

October 29, 2005 — filing 2005-449

October 9, 2006 — filing 2006-433

February 1, 2011 — filing 2011-45

December 9, 2013 — filing 2013-295 (header corrected March 7, 2016)
June 5, 2016 — filing 2016-099

August 30, 2017 — filing 2017-133

May 26, 2018 — filing 2018-082

September 19, 2018 — filing 2018-188

June 24, 2019 — filing 2019-101

November 4, 2019 — filing 2019-189

July 18, 2020 — Section 16 added, filing 2020-160
November 25, 2020 — filing 2020-236

October 4, 2021 — filing 2021-197
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July 23, 2022 — filing 2022-137
January 24, 2023 — filing 2023-011
APAO ACCESSIBILITY CHECK: September 2, 2025

AMENDED:
September 2, 2025 — filing 2025-170
XXXXXXX X, XXXX - filing XXX X, XXXX
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