Budget impacts GPA, retirees

The state has adopted a $6 billion two-year budget that includes an increase in state aid to schools that partially restores lost federal funds and makes changes to the state’s retirement system.

Gov. Paul LePage signed the budget on June 20, after it passed by the necessary two-thirds margin in the both the House and Senate.

The budget sets General Purpose Aid at $894 million for 2011-2012 and $914 million for 2012-2013. That’s compared to the current $932 million in aid schools received this school year that included federal stimulus money, which is going away.
The budget also counts going forward what the state contributes to teacher retirement and health benefits toward its required share of 55 percent of the cost of education. This addition makes the state’s share look better than it really is based on the cost of education as defined by the Essential Programs and Service funding formula. The state has never reached its 55-percent share even though it was mandated by voters in a statewide referendum in 2004.

The most contentious part of the budget dealt with changes to the state retirement and retiree health plan for teachers, superintendents and other certified administrators. The proposal was designed to address what was projected to be a $4 billion unfunded liability in the retirement system that has to be paid down by 2028 under Maine’s constitution.
The budget will make the following changes to the retirement plan:

· Put a cap of 3 percent on cost of living increases, after an initial three-year freeze. The governor’s original plan called for a 2 percent cap. The 3 percent cap would apply only to the first $20,000 of a retiree’s annual pension payment. There would be no COLA on payments beyond the initial $20,000.

· Raise the retirement age to 65 for new hires or those with less than five years on the job.

The governor’s original plan also had called for increasing the employee’s contribution toward retirement and decreasing the state’s contribution, but that was removed.

The budget amends the retiree health plan to:

· Require that teachers and certified administrators who retire before their normal retirement age pay 100 percent of their insurance premiums until they reach retirement age. That age is 62 or 60, depending on a person’s date of hire. The change goes into effect on July 1, 2012. (This section of the law does not apply to those receiving disability retirement benefits.)
The governor originally proposed requiring even those who retired at normal retirement age to pay for their health insurance until the age of 65. He then decided to remove that provision and allow teachers and certified school administrators to keep their 45 percent state health benefit when they retire at normal retirement age. The state’s total expenditure for that benefit, however, has been frozen for the next two fiscal years.
The budget also creates a working group to develop a plan to close the current defined benefit plan for all state employees, teachers, and certified administrators and replace it with a retirement benefit plan, supplemental to Social Security, that applies to those who are first hired after June 30, 2015, with no prior, creditable service.  Maine is one of 14 states that do not currently participate in Social Security in addition to a state pension.

