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SUBJECT: Testimony on L.D. 397 – An Act to Recalculate Retirement Benefits for Certain
State Employees Adversely Affected by Merit Pay Freezes
Senator Rafferty, Representative Sylvester, and members of the Joint Standing Committee on
Labor and Housing. My name is Kathy Morin, and I am the Manager of Actuarial and
Legislative Affairs for the Maine Public Employees Retirement System.
MainePERS is neither for nor against L.D. 397. We are here to provide information and offer
any assistance the Committee might need regarding this bill.
Included with this testimony is a report that MainePERS submitted to the Joint Standing
Committee on Appropriations and Financial Affairs in January 2017. That report was the
result of Resolve, Chapter 78, which directed MainePERS to work with the Department of
Administrative and Financial Services (DAFS) to identify retirees for whom retirement
benefits were impacted by pay freezes, and to determine the costs associated with including
those lost wages in benefit calculations. No legislative action was taken in response to the
report, but we are providing it to you today as background information for L.D. 397.
By way of information, this issue was considered by the 129th Legislature in the form of L.D.
1339, which was voted out of Committee ought not to pass. While the 2017 report included
approximately 1600 retirees, L.D. 1339 would have impacted approximately 530 of the retirees
included in that report.
L.D. 397 would impact approximately 80 of the approximately 1600 retirees included in the
original report. The bill would permit retirees who retired between May 1, 2014 and June 30,
2014 and whose benefits were impacted by certain pay freezes to include those lost wages in
their benefit calculation.
L.D. 397 will have a fiscal impact because the Constitution does not allow the creation of new
or additional benefits unless immediately and fully funded. Based on the retiree data used in
the preparation of the 2017 report, we estimate an approximate $600,000 increase to the UAL
for retroactive application as provided in the bill.
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The original analysis included lost pay for both merit and longevity pay freezes, while L.D.
397 includes only lost wages due to frozen merit pay. We do not expect excluding longevity
pay will significantly reduce the costs estimated from the 2017 analysis.
Thank you for your consideration of this testimony. I would be happy to answer your
questions and will be available at your work session.

