MMA_00017652

MAINE MUNICIPAL EMPLOYEES
HEALTH TRUST

Financial Statements

Years ended December 31, 2002 and 2001



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST M MA_0001 7653
Financial Statements
December 31, 2002 and 2001

Table of Contents

Exhibit Page

Independent Auditor’s Report
Statements of Net Assets Available for Benefits and Benefit

Obligations A 1
Statements of Changes in Net Assets Available for Benefits

and Benefit Obligations B 2-3
Notes to Financial Statements 4-8
Schedule of Changes in Net Assets Available for Benefits by Program ! 9-10
Schedule of Claims Development 2 11
Schedules to Form 5500:

Schedule H, Line 4i - Schedule of Assets Held for Investment Purposes 12

Schedule H, Line 4i - Schedule of Assets Acquired and Disposed of Within Year 13

Schedule H, Line 4} - Schedule of Reportable Transactions 14



MMA_00017654

- i
7 3 A4 o
r{\ r &
170 31 <

b ¥

i 4 o

T 0 ol
| Y | E

Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust

We have audited the accompanying statements of nel assets available for benefits and benefit
obligations of the Maine Municipal Employees Health Trust as of December 31, 2002 and 2001 and
the related statements of changes in net assets available for benefits and benefit obligations for the
vears then ended. These basic financial statements are the responsibility of the Trust's management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits (o obtain reasonable
assurance about whether the basic financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic
financial statements. An avdit also includes assessing the accounting principles used and significant
‘estimates made by management, as well as evaluating the overall basic financial statement
presentation. We helieve that our audits provide a reasonable basis for our opinion,

In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the financial status of the Trust at December 31, 2002 and 2001, and the changes in its financial
status for the years then ended in conformity with accounting principles generally accepted in the
United States of America. '

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as @ whole. The supplemental informiation in Schedules 1 and 2, and Schedule H, Liné 41 and
Line 4j are presented for the purpose of additional analysis and are not a reguired part of the basic
financial statements. The information contained in Schedule H, however, 1s required by the
Department of Labor’s Rules apd Regulations for Reporting and Disclosure under the Emplovee
Retirement Income Security Act of 1974, This supplemental information is the responsibility of the
Trust’s management. The supplemental information has been subjected to the auditing procedures
applied in the audits of the basic financial statements and, in our opinion, 1s fairly stated in all
matertal respects in relation to the basic financial statements taken as a whole.

7 ;
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May 7, 2003
Soutn Portland. Maine



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST

Statements of Net Assets Available for

Benefits and Benefit Obligations

December 31, 2002 and 2001

MMA,::Q0017655

2002 2001
Benefit obligations:
Claims incurred yhut not reported & {(8.773.022) (7.363.897)
Total benefit obligations (8,773.022) {7,363,802)
Net assels:
Investments at fair value:
Corporate bonds 1,523,158 1,533,519
Certficates of deposit 1,848 GO0 5,500,000
U.S. Government and agency securities 14,454,143 5,112,602
Total investments at fair value 17.875,301 12.146,12]
Cash and cash equivalents 9705475 4,805,592
Accounts receivable 691,498 245,343
Accroed interest recervable 184,297 107,693
Reinsurance recoverable 387,630 586,578
Other receivables 75.000 100,000
Prepaid expenses 60,048 81,657
~ Total assets 28,979,549 18,072,984
Accounts payable (1.271,718) {66,261)
Other payables (50,544) (77,021)
Advance premiums received {1,750,558)  (1.502.204)
‘laims and administrative service reserve (548.185) {475,399)
Total liabilities (3,621,005)  (2,120,885)
Net assets available {or benefits 15,358,544 15,952,099
Excess of net assets available for benefits
over benefit obligations $ 16,585,522 8,588,207

See accampanying notes to financial statements.
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Net Assets Available
for Benefits and Benefit Obligations
For the years ended December 31, 2002 and 2001
‘ 2002 2001
Net increase in benefit obligations:
-Increase during the year attributable to:
Change in claims incurred but not reported 5 1,409,130 1,126,008
Increase in net assets available for benefits:
Additions:
Contributions:
Health 69,161,363 60,882,119
fncome protection plan 2,538,253 2,366,764
Dental 1,493,268 1,325.408
___Total contributions 73,192,884 64,574,291
Investment income:
Interest income 687,004 759,949
Net appreciation in fair value of investments 223,407 44,562

Total investment income

910,411

804,511

Total additions 74,103,295 65,378,802
Deductions:
Claims expense:
Health. 53.512.290 50,268,212
Income protection plan 2,327,142 1,938,002
Dental 1,162,451 1,094.910
Total claims expense 57.001,883 53,301,124

Less recoveries:

Subrogation 143,103 177.023
Reinsurance 1,097,607 1,451,236
~Total recoveries 1,240,710 1,628,259

Net claims expense 55,761,173 51.672.865

(g
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Net Assets A vailable
for Benefits and Benefit Obligations, Continued

2002 2001
Insurance claims sérvice expense:
Reinsurance:
Speeific % 1,052,718 1,050,328
Agoregate 95.000 95,000
Premiums remitted - life 723,825 702,546
Network access fees 1,100,338 850),940
Utilization review and case management 1,893,331 394,792
Health promotion 149,060 149,111
Claims service:
income protection.plan 102,080 03,591
Health - indemnity 425,004 375,833
Health - point of service 767.542 752,488
Dental 99,124 92,360
Life 13,689 8,947
Other 75,201 55486
Claim service reserve adjusiments 34421 24.305
Total insurance cluims service expense 6,631,333  4.645,727
Administrative expenses:
Management fees 1,910,807 1.915,080
Professional services:
Legal 8%.321 62,109
Actuarial 73,006 74,429
Consultants 47,740 58,125
Trustee expenses:
Insurance 31,609 30,246
Meetings 21,506 16,889
Administralive expense reserve adjustments 38,365 i?.?).ﬂ
Other expenses 92.990 106,186
' Total adminisirative expenses 2,304 344 2,280,995

Tatal deductions

~4

64,696,850 58.599.58

Increase in nef assets avatlable for benefits 9,406,445 6,779,215
Net Increase in nel assels available for benefits over benefit
obligations 7,997 315 5,653,207

Excess of net assets avaijable for benefits over benefit
cbligations:

Beginning of vear 8,588,207 2,935.000
End of year $ 16,585,522 8,588,207

See accompanying notes to financial starements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST

Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION

The Trust was established in 1982 as a multiple-empiloyer Voluntary Employees’ Beneficiary Association for
the purpose of providing hospital, physician, major medical, and short-term disability, dental and life
benefits. The Trust began offering these services on January I, 1983. The Trust contracts with the Maine
Municipal Association to serve as plan administrator and, pays Maine Municipal Association a management

fee.

The Trust was drafted with the intent to comply with the Employee Retirenent Income Security Act of 1974,
as amended (“ERISA™), and has operated in compliance with ERISA since its establishment. This status,
however, was challenged by a Federal District Court decision in March of 2000. The Trusiees requesied an
Advisory Opinion from the Department of Labor in June of 2000 ta confirm the Trust's ERISA status. but the
Department of Labor has not yet responded to the request. The Trust will continue to be operated in
accordance with ERISA until its status 1s resolved.

The Trust has also.entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing
to comply with the applicable provisions of Maine law relating to Multiple Employer: Welfare Arrangements
(MEWA as of January 1, 2003.

The Trust self-insures for the health, dental, and short-term disability benefits it provides, up to retention
limits specified in reinsurance contracts. Contribution levels are determined by an actuary annually for the
Trust and are paid in accordance with the contractual agreement entered into by each participating employer.
Contributions to the Trust are- made by participating employers and their employees. The life, supplemental
life, and dependent life programs are fully insured. '

An employer must be a member of the Maine Municipal Association to participate in the Trust programs and
its employees must meet certain eligibihty guidelines descnibed in the Trust agreement. During 2002 and
2001, there were 431 and. 409 members, respectively, in the health plan, 204 and 183 members, respectively,
in the dental plan and 290 and 281 members, respectively, in the short-term disability plan, I connection
with the MEWA filing described above, employers which do not agree to the new MEW A participation
requirements on or before December 31, 2003 must be removed from the Trust as of that date. As of
February 27, 2003 90% of current participating employers had signed the new documentation, and it is
anticipated that substantially all of the remaining employers will sign the new documentation before the

deadline.

Tax Exempt Status - The Trust is exempt from income taxes under Section 301(c)(9) of the Internal
levenue Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982,
Since that date, the plan has been amended. However, the plan administrator and the plan’s tax counsel
believe that the plan is currently designed and being operated in compliance with the applicable requirements
of the Internal Revenue Code. Therefore; no provision for income taxes has been included in the plan’s
financial statements.

Basis of Accounting - The Trust follows the accrual basis of accounting, and certain pronouncements
applicable to employee benefit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an initial matarity of three
months or less to'be cash and cash equivalents,




MAINE MUNICIPAL EMPLOYEES HEALTH T RU%T M MA_0001 7659
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION, CONTINUED

Investments - The Trust has a number of financial instruments, including U.S. government and agency
securities and corporate bonds, none of which are held for trading purposes. The Trust estimates that the fair
value of all financial instruments at December 31, 2002 does not differ materially from the ageregate
carrying values of its financial instruments recorded in the accompdnying balance sheet. The estimated fair
value amounts have been determined by quoted market prices.

Accounts Receivable - Accounts receivabie have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2002 and 2001.

Deferred Revenue - Deferred revenue represents comrlhunons which have been received by the Trust
related to the next year.

Claims Incurred But Not Reported - Reserves for health, dental and short-term disability claims incurred
but not reported are estimated by an independent actuary based upon historical claims experience.
Management believes that the reserves are adequate. but the ultimate net cost of settling these liabilities may

vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments resulting
from the settlement of losses will be reflected in the statement of revenues and expenses at the time the

adjustments are determined.

Claims and Administrative Service Reserves - This reserve amount is for the cost to process and
administer the claims incurred but not :epuﬁcd and is estimated by an independent actuary based upon
historical expense experience. Management believes that the reserves are adequate, but the ultimate net cost
of settling this liability may vary from the estimated amount. Accordingly, this estimate is reviewed

annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers. although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsu r"d. The Trust does not
report reinsured risks as liabilities unless it is probable that those risks will not be covered by reinsurers.
Premiums ceded to reinsurers during 2002 and 2001 were $1,052,718 and $1,050,328, respectively.

Management Estimates - The preparation of financial stalements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosute of contingent assets and Habilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates. The significant estimates utilized in the preparation
of the financial statements relate to claims incurred but not reported and claims and administrative service

rEServes.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Nates to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management and money market accounts and
consist of the following as of December 31:

2002 2001

CMA — deposit § 98,017 769,598
CMA - sweep 5,135,653 560,477
Money market accounts 4471 805 3.475.517
Totals $ 9,705,475 4,805,592

Cash and cash equivalents for the Health Trust reside in a single financial institution, in cash management
and money market accounts. The cash management-deposit account amounts that exceed the $100,000 FDIC
insured limit are considered uninsured and uncollateralized. The CMA-sweep account is held in a money
market mutual fund which invests exclusively in securities issued or guaranteed by the U.S. Government or
certain of its agencies and instrumentalities. The money market accounts are mutual funds that are invested
primarily in short-term, high-quality debt instruments.

At December 31, 2002 and 2001, the Health Trust had bank balances totaling $5,751,737 and $1,853.405,
respectively. The financial statement balance reflects a reduction for outstanding checks at that date,

Investments — Investments are categorized into three categories of credit risk as follows:

1. Insured or registered, or securities held by-the Trust or its agent in the Trust’s name.

2. Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the
Trust’s name.

3. Uninsured and unregistered, with securities held by the counterparty or its trust department or agent but
not in the Trust's name.

At December 31, 2002 and 2001, investment balances were as follows:

Category 2002 2001
Certificates of deposit L $ 1,898,000 5,500,000
Corporate debt securities ] 1,523,158 1,533,519
U.8. Government securities 1 14,454,143 5,112.602

Taotals $ 17.875,301 2,146,121
The securities mature in various amounts during 2002 and 2003.

*Of the certificate of deposit bank balance, $798.000 was covered by federal depository insurance; the
remainder is uninsured and uncollateralized,

—
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Notes to Financial Statements, Continued

NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the years ended December 31, 2002 and 2001 by type of investment is
as follows. Such amounts are included in investment income on the statement of changes in nel assets

available for benefits.

2002 2001
Corporate Bonds % (6,575) 14,621
U.S. Government Securities _229.982 20941
__Totals $223.407 44,562

CLAIMS RESERVES

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's
independent actuary, using standard actuarial assumptions based upon actual experience and are as follows:

2002 2001
Health $ 8,622,403 7,223,747
Income Protection Plan 104,312 87,362
Dental 46,307 e 32783
$ 8,773,022 __7.363,892

The Trust has obtained reinsurance for claims in excess for the following:

2002 2001
Specific $ 150,000 150,000
Aggaregate 73,548,216 63,358,439

AM. BEST RATINGS

Reinsurance was provided by the Hartford Life Insurance Company which has an A M. Best rating of A+
{superior), XV.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the years ended December 31:

2002 2001
Unpaid claims and claims service reserved at beginning of vear  § 7.839,291 6,671.047
Incurred clainis and claims service reserve expense:
Provision for incurred events of the current year 59,072,882 55941264
Decreases in provision for insured events of prior fiscal vear (734,053 (1.471.897)
Total incurred claims and claims service reserve expenses 58,338,829 54,469,367
Payments:
Claims attributable to insured events of the current year 49,797,043 48,207,301
Claims attributable to insured events of the prior fiscal years 7.059.870 . 5093.822
Total payments 56,856,913 53,301,123
Total unpaid claims and claims service reserved
at end of year $ 9.321.207 7.839.291

PARTICIPANT CONTRIBUTIONS

Participating employers and their employees contribute to the Trust. Employee contributions were as follows

during the vears ended December 31:

2002 2001
- Heulth $ 6,981,796 6,790,848
Income Protection Plan 1,870,018 1,683,740
Dental 646.597 567,747

RELATED PARTY TRANSACTIONS

To participate in the Trust, an employer must be a member of the Maine Municipal Association and its
employees must meet certain eligibility guidelines described in the Trust agreement. The Trust also contracts
with the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association
a management fee for the services it provides. As of December 31, 2002 and 2001, total management fees
paid by the Trust 1o Maine Municipal Association amounted to $1,910,807 and 1,915,080, respectively.

g



MATINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Changes in Net Assets Available for

 Benefits by Program
For the year eénded December 31, 2002

(With comparative totals for the year ended December 31, 2001)

MMA_00017663

Income
protection
plan Health
Additions to plan assets:
Premiums’ 5 2,538,253 69,161,363
Transfer premiums to life - (737.514)
Interest income 56,686 835,347
~ Total additions 2,594,939 69,259,196
Deductions from plan assets:
Clatms paid 2,327,142 53,367,321
Claims: )
incurred but not reported adjustment 16.950 1,543,625
Less:
Subrogation recovery - (143.103)
Reinsurance recovery - (1,097.607)
Total claims expense 2344092 53,670,236
Reinsurance:
Specific 43,088 GR8, 108
Aggregate 3.888 89,169
Premioms remitted - life - -
Network access fees ~ 1,100,338
Utilization and case mapagement reviews - 1,993,331
Health promotion - 149,060
Claims service fee 104,688 1.263.604
Claims service fee reserve adjustment 326 34.593
Total claims related expenses 2,496,082 39,288,439
Administrative expenses:
Management fee 66,265 1,805,558
Professional services 7.250 197.551
Trustee expenses 1.842 50,190
Administrative expenses reserve adjustment 464 38.259
Other expenses 3,225 87.868
Total deductions 2,575,128 61,467,865
Net increase in net assets available
for benefits over benefit obligations 19.811 7,791,331

Excess of net assets available for benefits

over benefit obligations:

Beginning of year

End of year

9
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Schedule T

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Changes in Net Assets Available
for Benefits by Program, Continued

Totals
Dental Life 2002 2001
$ 1.493 268 = 73,192,884  64,574.291
. 737.514 . .
~ 18.378 X 910,411 804,511
1.511.646 737,514 74,103,295  65,378.802
1,162,451 2 56,856.914  53.301.124
(6,476) = 1,554,099 1,126,008
- - (143,103) (177,023)
. (1.097.607)  (1,451.236)
1.155.975 57,170,303  52.798.873
21,523 - 1.052.718 1,050,328
1,942 . 95.000 95.000
. 723,825 723,825 702.546
- - 1,100,338 850.940
- - 1,993.331 394,792
. . 149.060 149,111
100,658 13.689 482,639 1,378,705
{498) 34.421 24,305
1.279.600 737514  63.801.635  57.444.600
18,984 - 1.910.807 1,915,080
4,265 . 209.066 194,663
1,084 = 53,116 47.135
(358) - 38,365 17,931
1.898 . 92.99] 106,186
}.325.473 737514  66.105980  59,725.595
186,173 . 7.997.315 5.653.207
8.588.207 2.935,000

8,588,207

10
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Claims Development

Schedule 2

For the years ended December 31, 2002, 2001 and 2000

The analysis provides a summary of the income and expenses recorded by the Trust,.along with
comparative data on paid claims and incurred claims from each of the last three years. Reestimated

incurred claims and expense are indicated for two vears only, as the claims are substantially complete by

the end of the year subsequent o the policy year.

Policy year ended 2002 2001 2000
Net earned contributions and other revenues:
Earned $ 73,382,472 67,007,061 53,999,144
Ceded (1,147.718)  (1,145,328) {998,764)
Net earned 74.234,754 65.861.733 53.000,380
Unallocated expenses 7,826,425 6.081.395 5.449,298
Paid claims as of:
End of policy year 49,797,043 47,951,781 43,405,365
One year later 54,238,465 49,047,247
Two vears later - 49,086,086
Reestimated incurred claims and expenses as of:
End of policy year 58,527.386  54.899,848 49,533,467
One vear later 54,281,144 4“}‘,146,"_58
Two years later - 49 086,086
Decrease in estimated incumred claims
from end of policy year $ - (618,704} (447,381}




MAINE MUNICIPAL EMPLOYEES HEALTH TRUST

Schedule to Form 5500

Schedule H, Line 4i - Schedule of Assets Held for Investment Purposes
Year-ended December 31, 2002

()
Maturity Interest Maturity {e) Current
(a) () Issuer Description date rate value (d) Cost value
KEY BANK Money Market Fund 1.142% & 5.233,670 5,233,670 5,233,670
KEY TRUST Money Market Fund 1.204% 4.471,805 4,471,805 4,471,805
INDYMAC BANK Certificate of Deposit 05/07/03 2.650% 500,000 500,000 500,000
STEARNS BANK Certificate of Deposit 10/29/03 2.300% 500,000 500,000 500,000
CENTENNIAL BANK Certificate of Deposit 12/13703 2.330% 250,000 250,000 250,000
SECURITY BANK Certificate of Deposit 12/19/03  2.242% 250,000 250.000 250,000
SECURITY BANK Certiflicate of Deposit 05/21/04  2.254% 99.000 99,000 99,000
MERCANTILE BANK Certificate of Deposit 10729704 2.800% 100,000 100,000 100,000
WAUWATOSA BANK Certificate of Deposit 10/29/04 2.650% 100,000 100,000 100,000
COMMUNITY BANK Certificate of Deposit 10/30/04 3.000% 99,600 99,000 99,000
FORD MOTOR CORP Corporate Bonds 01714703 6.000% 500,000 509,425 500,494
ALLSTATE CORP Corporate Bonds 06/15/03  6.750% 1,000,000 1,039.800 1,022,664
FHLB. U. 8. Gov't Sec. 02/14/03 5.000% 1,000,000 1,013,930 1,004,408
FNMA 1. S, Gov't Sec. 05/15/03 4.625% 1,000,000 1,023,440 1:012,364
FNMA U. S. Gov't Sec. 05/15/03  4.625% 500,000 512,615 506,182
FHLB U. S. Gov't Sec. 07/07/03 4.500% 1,000,000 1,028,190 1,016,520
FHLB. U. S. Gov't Sec. 08/15/03  6.875% 1,000,000 1,052,330 1,034,521
FHLRB U. 8. Gov't Sec. 09/15/03  5.125% 1,000,000 1,028,000 1,026,892
FNMA U. 8. Gov't Sec: 1171403 4.750% 1,000,000 1,021,110 1,029,551
FNMA U. S. Gov't Sec. Qo/15/03  3.500% 1,000,000 1,024,143 1,031,329
FHLB U. S. Gov't Sec. 12/15/04  3.875% 1,000,000 1,013,080 1,040,887
FNMA U. S. Gov't Sec. 01/14/05 3.390% 500,000 508,915 522,839
FHLB U. S. Gov'l See, 02/15/05  4.375% 1,000,000 1,009,600 1,052,100
TFINMA . S, Gov't Sec. 03/15/05 3.875% 1,000,000 1,004,770 [,043,788
FHLB U. S. Gov't Sec, 04/15/05 4.625% 1,000,000 1,050,800 1,060,287
FHLB 1. S. Gov't Sec. (3/13/05 4. 125% 1,000,000 1,005,640 1,049,36]
FHLB U. §S. Gov't Sec. 08/15/05 2.390% 1,000,000 1,015,330 1,023,114
$  27,103475 27,464,593 27,580,776
12

99971000 VININ
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
Year ended December 31, 2002

(c) (d)
Cost of Proceeds of
(a) Issuer Description Acquisitions Dispositions

None



MAINE MUNICIPAT. EMPLOYEES HEALTIUERUST
Schedule H, Line 4j - Schedule of Reportable Transactions

Year ended December 31, 2002

(a) Hentity of Party

involved

{h) Description of assels
{include inlor:-.l-j and
and maturity in case

of a foan)

{¢) Purchase
price

(d) Selling

_price

(¢) Lense
rental

(F) Expense incurred
with {ransaction

{p) Cost of asset

“{h) Current value
of asset on
teansaction

date

(i) Net gain
or {foss)

FHLB
ENMA
IFHILB
AllState Cospr.
FHLB
FHLB
FNMA
FNMA
FHLB
FHELR
FINMA
IFHER
FHLB
FHLB

Government Security
Government Security
Government Securily
Corporate Bund

Government Secutity
Government Security
Government Securily
Governent Security
Government Security
Government Security
Government Security
Governmenl Sectirity
Government Security
Government Security

1,013,930
1,023,440
1,028,190
1.0349.800
1,052,330
1.028,000
1020110
1.024.143
1013, 0R0
1008 600
1,004 770
1,050,800
1,005,640
1.015,330

1,011,930
1023440
128,190
1,039,800
{,0052.330
128,000
1025110
1,024, 143
1,013,080
1,009,600
1,004 770
1,050,800
1,005,640
1015,330

14,330,163

14,330,163

299/1000 VININ
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MAINE MUNICIPAL EMPLOYEES
HEALTH TRUST

Financial Statements

Years ended December 31, 2003 and 2002
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Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accomipanying statements of net assets of the Maine Municipal Employees Health
Trust as of December 31, 2003 and 2002 and the related statements of revenues, expenses, and changes
in net assets for the vears then ended. These financial statements are the responsibility of the Trust's
management., Our responsibility 1s (o:express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan-and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial staternent presentation. We believe that our audits provide a
reasonable basis for our apinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Trust at December 31, 2003 and 2002, and the results of 1ts operations and cash
flows for the vears then ended in conformity with accounting principles generally accepted in the United

States of America.

The Trust adopted the provisions of Governmental Accounting Standards Board Statements No. 34, 36,
37, and 38 as well as GASB Interpretation 6 as of and for the year ended December 31, 2003. This
resulted in changes in the Trust’s format and content of the financial statements.

The Management Discussion and Analysis, as listed in the table of contents, is not a required part of the
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inguiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Our audits were condueted for the purpose of forming an opinion on the financial statements taken as a
whole, The supplemental information in Schedules 1 and 2, and Schedules H, Line 41 and Line 4j is
presented for the purpose of additional analysis and is not a required part of the financial statements.
The information contained in Schedule H 1s required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of
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Board of Trustees
Maine Municipal Employees Health Trust

1974, This supplemental information is the responsibility of the Trust’s management. The supplemental
information has been subjected to the auditing procedures applied in the audits of the financial statements:
and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken as

a whole.

Kol AW

March &, 2004
South Portland, Maine
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This section of the Maine Municipal Employees Health Trust (The Trust) annual financial report sets forth a
narrative overview of its financial activities for the year ended December 31, 2003. Please read it in conjunction
with The Trust's financial statéments and accompanying notes.

FINANCIAL HIGHLIGHTS

s The Trust's Net Assets at December 31, 2003 were $24,692.170, an increase of 48.9% over the prior
year.

s Cash and Investments totaled $36,095,167, an increase of 30.9%.

s Operating revenues in 2003 totaled $78.883,119 (6.5% increase)

*  Operating expenses in 2003 totaled $70,776.471 (7.1 % increase)

» The Incurred But Not Reported (IBNR) reserve totaled $7.976,419, a decrease of 8.1%.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Trust's fiscal vear is Januvary 1 through December 31.
The annual financial report consists of four parts:
s Management Discussion & Analvsis

o Required Financial Statements
» Notes te the Statements

Supplemental Exhibits,

Management Discussion & Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Required Statements include:
= Statements of Net Assets
» Statements of Revenues, Expenses, and Changes in Net Assets

e Statements of Cash Flows

These statements present the Trust's status at December 31, 2003 and financial developments during fiscal year

2003 for all benefit programs combined.

Notes to the Statements provide explanations of the accounting principles followed and of key items in the
statements.

Supplemental Exhibits inclode an analysis of 2003 revenues and expenses by plan and a history of claims
development for the past three fund vears.
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FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assets:

Assets:
Current Assets
- Capital Assets

&1

12/31/2603

37,548,047

12/31/2002

28,979,549

% Change

29.6%

0.0%

Total Assets

37,548,047

&

28,979,549

29.6%

Liabilities:
[BNR Reserve
Other Liabilities

1,976,419
4,879.458

8,773,022
3,621,005

- 9.1%

34.8%

Total Liabilities

12,855,877

12,394,027

3.7%

Net Assets at Year End

24692170

48.9%

The IBNR (Incurred But Not Reported) Reserve is maintained to cover the estimated cost of claims for services
delivered on or before December 31, 2003 but which had not been paid as of that date. The Reserve is estimated

at year-end by an independent actuary.

The following table summarizes the Statements of Revenues, Expenses, and Changes in Net Assets:

Member Contrihutions $ 78,324,459 § 73,192,884 7.0%
Investment Income 538,660 910411 -38.6%
Total Operating Revenues $ 78883119 §  74,103.295 6.3%
Net Claims Expense’ $ 60,774,421 § 57,170,303 6.3%
Claims Related Expense 6,122,891 5,114,272 19.7%
Claims Service Expense 1,583,537 1.517,060 4.4%
Administrative Expense 2,285,622 2,304 345 - 0.4%
Total Operating Expense 70,776 471 66,105,980 7.1%
S 8,106,648 § 7.997,315 1.4%

Net Operating Gain or (Loss)

Net Agsets - Beginning of Year

16,585,522

Nel Assets - End of Year

24,692,170
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ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2003

The following table presents a budget to actual comparison in summanzed form:

BUDGET ACTUAL % Change

Member Contributions $ 80.291.802 § 78324459 - 2.5%
Investment Income _ . 688,198 558,600 -18.8%
Tatal Operating Revenues - S 80,980,000 § 78,883,119 - 2.6%
Net Claims Expense S 69,762,200 S B0, 774 421 -12.9%
Claims Related Expense 6,085,461 6,122,891 0.6%
Claims Service Expense 1.579.078 1,583,537 0.3%
Administrative Expense ” 2,515,261 2,295,622 - 8.7%
Total Operating Expense 3 . § 79942000 § @ 70,776,471 -11.5%
Net Operating Gain or (Loss) $ 1,038,000 § 8,106,648 681.0%

Member Contributions were under budget due primarily to a shifting of participants from the Indemnity to the
lower cost Point of Service Plans. This shifting also contributed to Net Claims Expense coming in under budget.

CAPITAL ASSETS AND EONG TERM DERBRT

At December 31, 2003 The Trust had no capital assets or long-term debt.

CONDITIONS WHICH MAY IMPACT ON THE TRUST’S FINANCIAL CONDITION IN THE
FUTURE

Management is aware of no conditions, decisions or contingencies which are expected to significantly impact on
‘The Trust’s financial position in the future.

Lh
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2003 2002
Assels:

Cash and cash equivalents b 12,788.856 9,705,475

Investments at fair value:
Certificates of déposil 2.898.000 1,898,000
Corporate bonds - 1,523,158
.S, Government and agency securities 20,408.31 14,454,143
Total investments at fair value 22,306,311 17,875,301
Accounts receivable 419,138 691 498
Accrued interest recéivable 153,255 184,297
Reinsurance recoverable 802,048 387.930
Other receivables 50.000 75,000
Prepaid expenses 28.439 60,048
Total assets 37.548,047 28,979,549

Liabilities:

Accounts payable (2,396,114) (1,271,718
Other payabies (40,463} (50,544)
Advance premiums received (1.961.696) (1,750,358)
Claims incurred but not reported (7.976,419) (8.773.022)
Claims and administrative service reserve (481.185) (548,185}
Total liabilities (12.855,877) (12,394,027
Net assets $ 24,692,170 16,585,522

8

See accompanying notes to financial statements.
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Revenues, Expenses, and Changes in Net Assets
For the years ended December 31, 2003-and 2002
2003 2002
Operating revenue:
Contributions:
Health $ 74,029,884 69,161,363
[ncome protection plan 2,715,632 2,538,233
Dental 1.578.943 1,493,268
Total contributions 78.324 459 73,192.884
Investment income:
Interest income 661318 687,004
Net appreciation in fair value of investments (102,658) 223,407
Total investment income 558,660 910,411
Total operating revenue 78.883.119 74,103,295

Operating expense:
Claims expense:

Net claims expense

Health 60,579,956 53,512,290

Income protection plan 2,351,053 2,327,142

Dental 1,287,877 1,162,451

Total claims expense 64,218.886 57,001,883

Increase (decrease) in claims incurred but not reported (796.603) 1,409,130
Less recoveries:

Subrogation 163,207 143,103

Reinsurance 2.484.655 1.097,607

Total recoveries 2,647,862 1.240.71Q

60.774,42 57,170,303
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Revenues, Expenses, and Changes in Net Assets

2003

Claims reiated expense:
Reinsurance:
Specific
Ageregate
Premiums remitied - Jife
Network access fees
Utilization review and case management
Health promotion

£

IJ

=] == O
')

n Lha
o o

S K

= O

o R R o

&
531 ~a

1,052,718
95,000
723,825
1,100,338
1,993,331
149,060

Tota) claims related expense

5,114,272

Claims service expense:

Income protection plan 192,539 102,080
Health - indemnity 419,525 425,004
Health - point of service 809,157 767,542
Dental 101,828 99,124
Life 17.534 13,689
Other 50.809 75,201
Claim service reserve adjustments {7.855) 34,42i
‘ Total claims service expense 1,583,537 1,317,061
Administrative expense:
Management fees 1,956,719 1,910,807
Professional services:
Legal 71,984 88321
Actuarial TR,770 73,006
Consultants 57.538 47,740
Trustee éxpenses:
Insurance 31.609 31,609
Meetings 26,658 21,506
Administrative expense reserve adjustments {59,146) 38,365
Other expenses 131,490 92,990
~ Total administrative expense 2,295,622 2,304,344
70.776.471 66.105.980

Total operating expense

Change in net assets

8,106,648

7.997 315

Net assets, beginning of vear

ol
A
.

o
-2
12

8,588,207

Net assets, end of ycar

$ 24,692,170

16,585,522

See accompanying neies io financial siarements.



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Cash Flows
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20603

2002

Cash flows from operating activities:
Reeeipts from contributions

78,832,957

73,020,083

Receipts from recoveries 2,233,744 1,439,358
Receipts from invesunent income 692,360 610,400
Payments for claims {64.218,.886) (37.001.883)
Payments for claims related expenses (6,122,891} (5,114,272)
Payments for insurance claims service expense (326,141 (238,818}
Payments for administrative expenses (2.274.094) (2,309,212

Net cash provided by operaling activiues 8.617.049 10,405,656

Cash flows from investing activities:

(Purchase) sale of invesiments (3.533,668) (3,505.773)

MNel cash used in invesung activities

5,505
(5,505,773)

Increase in cash 3,083,381 4,899 883
Cash. beginning of year 9.705,475 4,805,592
Cash. end of year $ 12,788,856 9, 705475
Reconeiljation of gain [rom operations to net cash provided hy operating activities:
Gain from operations $ 8,106,648 7,997,315
Adjusumnents 1o reconcile gain from operations to net cash provided by
operating actjvities: '
Net appreciation in fair value of invesiments 102.658 (223.407)
Increase (decrease) in benefit obligations:
Claims incurred but not reported (796.603) 1,409,150
(Increase} decrease in assets:
Accotnts receivable 272360 (446.155)
Accrued interest receivahle 31.042 (76,6043
Remsarance recoverable (414,118 198,648
Other receivables 25600 25,000
Prepaid expenses 31,600 21,609
Increase (decrease) in liabilities:
Accounts payable 1,124,396 l.
Other payables (10,081)
Advanced premiums recetved 211.138
Claims and administrative service reserve {67.000)
8 8,617,049 10.405.656

Net cash provided by operating activities

See accompanying notes-1o financia

1
{
{

staremenis.
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Notes to Financial Statements

SUMMARY OF SlGN.IJ*‘JCANT ACCOUNTING POLICIES AND TRUST DESCRIPTION

The Trust was established in 1982 as a multiple-employer Voluntary Employees’ Beneficiary Association for the
purpose of providing hospital, physician, major medical, short-term disability, dental and life benefits. The Trust
began offering these services-on January 1, 1983, The Trust contracts with the Maine Municipal Association to
serve as plan administrator and pays Maine Municipal Association 4 management fee.

The Trust was drafted with the intent to comply with the Emiployee Retirement Income Security Act of 1974, as
amended ("ERISA™), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust's ERISA status, but the Department
of Labor has not yet responded to the request. The Trust will continue to be operated in accordance with ERISA
until.its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing 1o
comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
(MEWA) as of January 1, 2003.

The Trust self-insures for the health, dental, and short-term disability benefits it pravides, up to retention limits
specified in reinsurance contracts. Contribution levels are determined by an actuary annually for the Trust and
are paid in accordance with the contractual agreement entered into by each participating employer. Contributions
to the Trust are made by participating employers and their employees. The life, supplemental life, and dependent
life programs are fully insured.

An employer must be a member of the Maine Municipal Association to participate in the Trust programs and its
employees must meet certain eligibility guidelines described in the Trust agreement. During 2003 and 2002,
there were 433 and 431 members, respectively, in the health plan: 217 and 204 members. respectively, in the
dental plan; and 300 and 290 members, respectively, in the short-term disability plan.

Tax Exempt Statuns - The Trust is exempt from income taxes under Section 501(c)(9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August-20, 1982, Since that
date. the plan has been amended. However, the plan administrator and the plan’s tax counsel believe that the
plan is currently designed and being-operated in compliance with the applicable requirements of the Internal
Revenue Code. Therefore, no provision for income taxes has been included in the plan’s financial statements..

Basis of Accounting - The Trust follows the accrual basis of accounting, and certain pronouncements applicable

to employee benefit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an initial maturity of three
months or less (o be cash and cash equivalents.

Investinents - The Trust has a number of financial instruments, including U.S. government and agency securities
and corparate bonds, none of which are held for trading purposes. The Trust estimates that the fair value of all
financial instruments at Deceyaber 31, 2003 and 2002 does not differ materially from the aggregate carrving
valtes of its financial instruments recorded in the accompanying statements of net assets. The estimated fair
value amounts have been determined by guoted market prices.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2003 and 2002.

10
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Notes to Financial Statements, Continued -

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION, CONTINUED

Advance Premiums Received - This represents deferred revenue from contributions and premiums which has
been recetved by the Trust but which relates to the next year.

Claims Incurred But Not Reported - Reserves for health, dental and short-term disability claims incurred but
not reported are estimated by an independent actuary based upon historical claims experience. Management
believes that the reserves are adequate, but the ultimate net cost of settling these liabilities may vary from the
estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments resulting from the
settlement of losses will be reflected in the statement of revenues and expenses at the time the adjustments are
determined.

Claims and Administrative Service Reserves - This reserve amount 1s for the cost to process and adnunister the
claims incurred but not reported and is estimated by an independent actuary based upon historical expense
experience. Management believes that the reserves are adequate, but the ultimate net cost of settling this Hability
may vary from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure o large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured risks as liabilities unless it is probable that those risks will not be covered by reinsurers. Premiums
ceded to reinsurers during 2003 and 2002 were $2.160.046 and $1,147,718, respectively.

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and habilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actuoal results could differ from those estimates. The significant estimates utilized in the preparation of the
fmancial statements relate to claims incurred but not reported and claims and administrative service reserves.

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA) and money market
mstruments and consist of the following at December 31:

2003 2002

CMA — deposit account § 402531 98,017
CMA — mutual fund investment sweep 8.825.050 5,135,653
Moneyv market mutual fund 3.561.275 4.47]1.805
Totals $ 12,788,856 9,705,475

Cash and cash equivalents for the Trust are held at a single financial institution. The CMA-deposit account
amounts in excess of the 5100000 FDIC insured limif are considered uninsured and uncollateralized, Amounts
in the CMA-mutual fund investment sweep and the money market mutual fund are indirectly invested in US
government obligations.

i
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Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Investments - Investments are categorized into three categories of credit risk as follows:

1. Insured or registered, or securities held by the Trust or held in custodian’s name for the benefit of the Trust.

2. Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the
Trust’s name.

3. Uninsured and unregistered, with securities held by the counterparty or its trust department or agent but not
in the Trust's name.

At December 31, 2003 and 2002, mvesument balances were as follows:

Category 2003 2002
Certificates of deposit i $ 2,898,000 1.898.000
Corporate debt securities I - 1,523,158
11.S. Government securities 1 20.408.311 14454143
Totals § 23,306,311 17.875 301

The securities mature in various amounts during 2002 and 2006.

* Of the certificate of deposit bank balances on December 31, 2003 and 2002, §998,000 and $798.000,
respectively, were covered by federal depository insurance; the remainder is uninsured and uncollateralized.

NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the vears ended December 31, 2003 and 2002 by type of investinent was as
follows. Such amounts are included in investment incomé.in the statements of changes in net assets.

2003 2002

Corporate Bonds & (8.047) 1(6,575)
U.S. Government Securities _ (94.612) 229.082
Totals _ $(102,658) 223407
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Notes to Financial Statements, Continued

CLAIMS RESERVES

The Trust is self-insured for hospital. physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience and are as follows:

2003 2002
Health $7.373,929 8.622.403
Income Protection Plan 544.620 104,312
Dental 57.870 46.307
$7976419 . 8.773.022

The Trust has obtained reinsurance for claims in excess for the following:

2003 2002
Specific § 150,000 150.000
Aggregate 79,505,824 73,548,216

A.M. BEST RATINGS

Reinsurance was provided by the Hartford Life Insurance Company which has an A.M. Best rating of A+
(superior), XV.

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the years ended December 31:

2003 2002
Unpaid claims and claims service reserved at beginning of vear  §9,321.207 7.839.291
Incurred claims and claims service reserve expense:
Provision for incurred events of the current vear 64,077,783 59,072,882
Decreases in provision for insured events of prior fiscal vear (722.502) (734.053)
Total incurred claims and claims service reserve expenses 63,355,281 54.469.367
Payments:
Claims attributable to insured events of the current vear 55,625,454 49 797 043
Claims attributable to insured events of the prior fiscal vears 8.593.432 __7.059.870
Total payments 64.218.886 56,856,913
Total unpaid claims and claims service reserved
Car 457.6 9,321,207
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Notes 1o Financial Statements, Continued

PARTICIPANT CONTRIBUTIONS

Participating employers and their employees contribute to the Trust. Employee contributions were as follows
during the years ended Décember 31:

2003 2002
Health $ 8.097.081 6.981.796
Income Protection Plan 1,989,135 1.870,018
Dental 749,993 646,597

RELATED PARTY TRANSACTIONS

To participate in the Trust, an employer must be a member of the Maine Municipal Association and its
employees must meet certain ehigibility guidelines described in the Trust agreement. The Trust also contracts
with the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee for the services it provides. As of December 31, 2003 and 2002, total management fees paid by
the Trust to the Maine Municipal Asseciaton amounted to $1,956,719 and §1,910,807, respectively.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Revenues, Expenses and Changes in Net Assets
For the year ended December 31, 2003
{With comparative totals for the year ended December 31, 2002)

Income
protection
plan Health
Operating revenue
Contributions $ 3,715,632 74,029.884
Transfer premiums to life - {795.122)
Interest income, nel 28,857 519,397
Total additions 2744489  73,754.159
Operating expense
Claims paid 2,351,053 60,579,956
Claims: '
Changes in incurred but not reported 440,308 (1.248,474)
Iess recoveries:
Subrogation recovery - (163,207)
Reinsurance recovery - (2.484,655)
Net claims expense ' 2,791,361 56,683,620

Reinsurance:

Specific 74,503 1.919.731
Aggregale 4.576 A17.917
Premiums remitted - life - -
Network access fees - 902,728
Utilization and case management reviews - 2,103,888
Health promotion - 176,641
Claims service fee 194,301 1.276,705
Claims service fee reserve adjustment 40,292 - (48,761
Total claims related and service expense 313,672 6,450,849
Administralive expenses:
Management fee 67.843 {,849.431
Professional services 7.222 196.871
Trustee expenses 2,020 535,072
Administrative expenses reserve adjustment o 14,859 (74,238)
Other expenses , 4.559 124.28G
Total administrative expense 96,503 2,151,416
Total operating expense ' 3.201,536 65,285,885
Gain or {Loss) from operations {457.047) 8.468.274

Net assets

Beginning of year

£

End of year

J—
wh
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Schedule 1

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Revenues, Expenses
and Changes in Net Assets, Continued

; Totals
Dental Life 2003 2002

78.943 ] 73,192,884
- 795,122 - -

10,406 - 358.660 910,471

.7J|
L
1

~}
(o]
35
| ()
K
Ja
th
O

589,349 795,122 78,883,119 74,103,295

—

287,877 - 64,218,586 57,001,883
11.563 - (796,603) 1,409,130

- - {16320

= = (2,484.6

(143,103)

T)

3) (1,097,607}
1

r

57,170,303

s
299,440 60.774,42

40.812 . 2.035.046 1,052,718
9 ) 125.000 g% 000

: 777,588 777,588 723,825
] 5 902,728 1,100,338

- - 2.103.888 993,331
3 178,641 149,060
102,852 17,534 591,392 482 640

614 (7.855) 34,421

i

146,785 795,122 7.706.428 6,631,333

39,445 . 1,956.719 1.910.807
4,199 - 208,292 209,067
1,175 - 58.267 53,115

233 - (59.146) 38,365

2.651 - 131,490 92,990
47.703 - 2,295,622 2,304,344
1,493,928 795,122 70.776.47] 66,105,980
95,421 . §.106.648 7.997.315

16,585.522 8.588.207

24,692,170 16,585,522

th
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Claims Development
For the years ended December 31, 2003, 2002 and 2001

The analysis provides a summary of the income and expenses recorded by the Trust, along with
comparative data on paid claims and incurred claims from each of the last three years. Reestimated
incurred claims and expense are indicated for two years only, as the claims are substantially complete by
the end of the vear subsequent to the policy year.

Policy yvear ended 2003 2002 2001

Net earned contributions and other revenues:

Earned 81.584,908 75382472 67,007.061
Ceded (2.160,046)  (1,147,718)  (1.145,328)

79,424 862 74,234,754 63,861,733

Unallocated expenses 7,885,931 7.826.425 6,081,395

Paid claims as of:
End of policy year 55.625.454 49.797.043 47,951,781
One vear later 57.188.,686 54,238,465
Two years later ) 54,192,439

Lh

Reestimated incurred claims and expenses as of:

End of policy vear 63,596,877 58,527,386 54,899 848

One year later 57,193,682 54,281,144

Twao years later 54,192,439
Decrease in estimated incurred claims

from end of policy year b ol (1,333,704 (88.705)
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Schedule to Farm 5506
Schedule H, Line 4i - Schedule of Assets Held for Investment Purpaoses
Year ended December 31, 2003

MMA 00017688

{e)
Maturity Interest Maturity (e} Current
{a) {b) Issuer Deseription date rate value (d) Cost value

KEY BANK Money Market Fund 0.780% § Y,217.581 4,227,581 9,227.581
KEY TRUST Monev Market Fund 0.741% 3.561.275 3.561.275 3,561.275
WACHOVIABANK Checking Account 0.000%" 10,000 10,000 10,000
TREASURY BANK Cenificate of Deposit 341442004 2060%: 500,000 500,000 500,000
FIRST BK OF BEV HILLS Ceruficate of Deposit 4/15/2004 1.500% 500,000 500,000 300.000
INDYMAC BANK Certificate of Deposit 51612004 1. 9R0% 500,000 500.000 500,000
SECURITY BANK Certificate of Deposit SIZ12004 1254% 99,000 98000 99,000
PULLMAN BK & TRUST Certificate of Deposit 52112004 1.800% 500,000 500,000 S00.L000
MERCANTILE BANK Certificate of Deposit 107292004 2.800% 1040000 TO0,600 1300000
WAUWATOSA BANK Certificate of Deposit 10/29/2004 2.650% 100,000 HOGLO00 100,000
COMMUNETY BANK Certificate of Deposit 10/30/2004 3.00(% Q%000 99,000 99,600
CENTENNIAL BANK Certificare of Deposit 12/13/2004 2.080% 250000 250,000 J50L000
SECURITY BANK Certificate of Deposit 1241972004 2.101% 250,000 250,000 230,000
FNMA Li. 8 Govi Sec. 941 52004 3.5005 1,000,600 1,024,143 1.015.610
FHLB U. 8. Gov't Sec. 1271 52004 3.875% 1,000,000 1.013,080 1023560
FHLE U. 5. Gov't See. 1/14/2005 4,125% 500,000 508015 514.016
FHLR U. 5. Gov't Sec. 21152005 4375% 1,000,000 1,008 600 1.032.769
FNMA L. S. Govi{ Sec, 37152005 3.873% 1,000.000 1,004,770 1.029.244
FHLB U. S. Gov't Sec, 44152005 1.625% 1,000,000 1.050,800 1,038,947
FHLB U. §. Gov't Sec. 471512005 1.870% 1,000,000 995,670 1,000,907
FHLE U, S. Gov' Sec. 5132005 4.125% 1,000,000 LOGS.640 1.034,014
FHLE U, S. Gov'( Sec, /152005 3.000% 1,000,000 1015330 1.019,170
FNMA U. S. Gov't Sec. 107152005 I875% 1.000.000 1,018,020 1,017,328
FHLE L. §. Gov't Sec. 117152005 25005 1.000,600 1.015.85( 1009616
FHLB U. 5. Gov't Sec, 1 1152005 2125% 500.000 501,315 501,382
FHLE U, 8. Gov't Sec. 1512005 2.500)% 1,000,000 1,011,652 1,000,468
FFCB LIS, Gov't Sec. 121572005 2.625% 1.000.000 1,025,420 T 850
FHLB U. 5. Gov' Sec. 31522006 2.500% 1,000,000 1.003,770 1.006,123
FHLB {1, 8. Gov't Sec. 51152006 2.250% 1,000,000 993,220 999 233
FHLRB L. 8. Govt Sec, SH 52006 3.500% 1.000.000 1,018,590 1.025.905
FHLB U, 8. Gov't Sec. 841572006 2.375%: 1.000.000 Q08,200 097.542
FHLB 1. §. Gov'i Sec. 9715720006 2.875% 1,000,000 1.014.540 1,009,670
FHLB U, S. Gov't Sec. TV 152006 4375% 1,000,000 1,045 860 1.049.525
FHLE U, §. Govt Sec, 11152006 4.875% 1,000,000 1,066,020 1,062.432

S 35686856

36.036.661

20,105,167
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Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
Year ended December 31, 2003

(e) (d)
Cost of Proceeds of
{a) Issper Description Acquisitions  Dispositions

None



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule H, Line 4j - Schedule of Reportable Transactions

Year ended Decerber 31, 2003

(b) Description of asscis
{include interest and

{d) Selling
price

(¢) Lease
rental

(1) Expense incurred
with transaction

th) Current value

{g) Cost
assel

of asset on
transaction
date

() Net gain
or (loss)

(s1) IdenUty of Party and matarity in case {c} Purchase
Involved of a loan) price
FNMA Government Security LOIR.02Z0
FHLIB Government Securily 1015350
FHIB Government Securily 1.011.652
FFCR Governmment Secority 1.025420
FHLB Government Security 1003770
FHILLG Government Security 1.018.590
FHILB Gaovernment Security 1,014,540
FHLB Govertment Security 1045860
FHLB Government Security 1,066,020

LOL1R.020
1.015.850
1.O11.652
1025420
1.003,770
1.018.590
1.014.540
1.045.860)
1,066,020

20

9,219,722

06921000 VININ
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Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of benefit obligations and net assets available for benefits
of the Maine Municipal Employees Health Trust as of December 31, 2004 and 2003 and the related
statements of changes in benefit obligations and net assets availabie for benefits for the years then ended.
These financial statements are the responsibility of the Trust's management. Onir fesponsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits i accordance with anditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly. in all material respects. the
financial status of the Trust at December 31, 2004 and 2003, and the changes in its financial status for the
years then ended in conformity with accounting principles generally accepted in the United States of
America.

Our andits were conducted for the purpose of [orming an opinjon on the financial statements taken as «
whole. The supplemental information in Schedules | and 2, and Schedule H, Line 43 and Line 4}, are
presented for the purpose of additional apalysis and s not a required part of the [inancial staiements.

The information contained in Schedule H, however, is required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under Employee Retirement Income Security Act of 1974,

This supplemental information is the responsibility of the Trust’s management. The supplemental
information has been subjected to the auditing procedures applied in the andits of the fmancial staternents
and. in our opinion, is fairly stated in all material respects in relation to the financial statements taken as
a whole.

/é)%/ Veooes) Qoeted mE.

Jane 9, 2005
South Portland, Maine
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Benefit Obligations and
Net Assets Available for Benefits
December 31, 2004 and 2003

2004 2003

Benefit abligations
Claims incurred but not reported (7.672,090) (7.976.419)
Total benefit obligations (7,672.000) (7.976419)

Net Assets
Assels:
Investments at fair value:

Certificates of deposit $ 2,599,000 2,898,000
LLS. Governiment and agency securities . 28,712,080 20,408,311
Total investments at fair value 31,311,080  23.306.311
Receivables; '
Accounts receivable 310,598 419,138
Accrued interest receivable 218,074 153,255
Reinsurance recoverable 1,030,626 802,048
Other receivables 25.000 50.000
Total receivables B 1.584,298 1424441
Prepaid expenses 73,581 28,439
Cash and cash equivalents 10,782,111 12.788,856
Total assets 43,751,070 37.548.047
Liabilities:
Accounts payable (1.137.095) (2.396,1 14)
Other payables (40.098) (40.463)
Advance premiums received {1,406,792) (1,961.696)
Claims and administrative service reserve (481,055 (481.185)
Total labilities  (3.065.040)  (4.879.458)
Net assets available for benefits 40,686,030 32,668,589
Excess of net assets available for benefits
over benefit obligations $ 33.013.940 24,692,170

See accompanying notes to financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Benefit Obligations and

Net Assets Available for Benefits
Years ended December 31, 2004 and 2003

Exhinti B

2004 2003
Net increase in benefit oblizations:
Decrease during the year atiributable to
change in claims incurred but not reported {304,329) {796,603}
Increase in nert assets available for benefits:
Additions:
Contributions:
Health TRAT11,990 74,029,884
Income protection plan 2,926,788 2,715,632
Dental 1,639.204 1,378,943
Long term disability 19,634
Total contributions 82,097,616 78,324,459
Tnvestment income:
Interest income _ 869 147 661,318
Net depreciation in fair value of investments (357.027) (102,658}
/ 512,120 558,660

Total wnvestment meome

Total additions

78,883,119

Deductions:
Clanns paid:
Health 63,779,181 60,579,956
[ncome-protection plan 2,488,203 2,351,053
Dental 1,426,756 1.287.877
Total claims paid 67.694.140 64.218.886
Less recoveries:
Subrogation 119,316 163,207
Reinsurance 2,894 948 2,484,655
Total recoveries 3004264  2.647.862
Net claims expense 64,689,876 61.571.024

T
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Exkibit 8, Orm

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Benefit Obligations and
Net Assets Available for Benefits, Continued

2004 2003
Claims related expenseé:
ieinsurance:
Specific S 2,303,965 2,035,046
Aggregate 125.000 123,000
730,676 777.588

Premiums remitied - life

Premioms remitted - LTD

Network access fees

Utilization review and case manugemen
Healih promotion.

19,306
1.042,174
2,292,182

178,642

U02,728
2,103,888
178.641

Total claims related expense

6.713.945

6,122,891

Clamms service expense:
Inzome protection plan

214,959

192,539

Health - indemnity 405,161 419,525
Health - point of service B1HE,500 809,157
Dental 107,722 101,828
Life 19,280 17,534
Orther 52,231 50,809
Claim service reserve adjustments 11.237 (7,855)
Total claims service expense 1,629,090 1.583.537
Administrative ¢xpense:
Management fees 2.076.204 1,956,719
Professional services:
Leeal 47,618 71,984
Actuarial 112,256 78.770
Consultants 36,963 57,538
Trustee expenses:
Insurance 33,497 31,600
Meetings 31.882 26.658
Administrative expense reserve adjustments (11,297 (59,146}
i34.261 131,400

Other expenses

Total administrative expense

2,461,384

2.295.622

Total deductions

75.492,205

71,573,074

Increase in net assets avaflable for benefits

8.017.441

7.210,045

Tnerease in excess of pet assets available for benefits

over henefit oblications

Excess of net assets. available for benefits
over benelit obligations:
leginning of year

o
1

1.770

-

e

24,692,170

5.106,648

16,585,522

End of year

$ 33.013,940

24,692,170

Lo

See accompanying notes 10 financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST -
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION

The Trust was established jn 1982 as a multiple-employer Voluntary Emplovees’ Beéneficiary Association for the
purpose of providing hospital, physician, major medical, short-term disability, long-term disability, dental and
life benefits. The Trust began offering services on January 1. 1983, The Trust contracts with the Maine
Municipal Assoctation to serve as plan administrator and pays Maine Mumicipal Association a management fee!

The Trust was drafted with the intent to comply with the Emplovee Retirement Income Security Act of 1974, as
amended (“ERISA™), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust's ERISA status, but the Department
of Labor has not yet responded (o the request. The Trust will continue to be operated in accordance with ERISA
until its status 1s resolved.

The Trust has also entered into a Consent Agreement with the State of Maimne Bureau of Insurance agreeing to
comply with the applicable provisions of Maine law relating to Multiple Employver Welfare Arrangements
(MEWA) as of January 1, 2004,

The Trust self~insures for the health, dental, and short-term disability benefits it provides, up to retention fimirs
specified in reinsurance contracts. Contribution levels are determined by an actuary avnually for the Trust and
are. paid in accordance with the contractual agreement entered into by each participating employer. Contributions
to the Trust are made by participating employers and their employees. The, life, supplemental hie, dependent life
and long-term disability programs are fully insured.

An employer group must be a member of the Maine Municipal Association to participate in the Trust programs
and 1ts employees mustmeet certain eligibility guidelines described in the Trust agreement. During 2004 and
2003, there were 424 and 433 employer groups, respectively, in the health plan: 218 and 217 employer groups,
respectively, inthe dental plan; 308 and 300 employer groups, respectively, in the short-term disability plan and
12 in the Jong-term disability program, new in 2004.

Tax Exempt Status - The Trust is exempt from income taxes under Section 501(c)(9) of the Internal Revenue
Code as stated in.a determination letier from the Internal Revenue Service dated Angnst 20, 1982, Since that
date, the plan has been amended. However. the plan administrator and the plan’s tax counsel believe that the
plan is currently designed and being operated in comphiance with the applicable requirements of the Internal
Revenue Code. Therefore, no provision for income taxes has been included in the plan’s financial statements.

Basis of Accounting - The Trust follows the accrual hasis of accounting, and certain pronouncements applicabie

to employee benetit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an initial maturity of three
months or less (o be cash and cash equivalents.

Investments - The Trust has a number of {inancial instruments, including U.S. government and agency securities’
and corporate bonds, none of which are held for trading purposes. The Trust estimates that the fair value of all
findncial instruments at December 31, 2004 and 2003 dees not differ materially from the aggregate carrying
valies of its financial instruments recorded 1n the accompanying statements of net assets. The estimated fair
value amounts have been determined by quoted market prices.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST -
Naotes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION, CONTINUED

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered nécessary at December 31, 2004 and 2003.

Advance Premiums Received - This represents deferred revenue from contributions and premiums which has
been received by the Trust but which relates 1o the next year.

Claims Incurred But Not Reported - Reserves for health, dental and short-term disability claims incurred but
not reperted are estimated by an independent actuary based upon historical claims experience. Management
beheves that the reserves are adequate, bur the vltimate net cost of settling these liabilines may vary from the
estimated amount. Accordingly, this estimate 1s reviewed annually. Any adjustments resulting from the
settlermnent of losses will be reflected in the statements of revenues, expenses, and changes m net assets at the time
the adjustments are determined.

Claims and Administrative Service Reserves — These reserves are for the cost 1o process and administer
claims incurred but not reported and are estimated by an idependent actuary based upon historical expense
experience. Management believes that the reserves are adequate. but the ultimate net cost of settling this hability
may vary from the estimated amount. Accordingly. this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
msured events. Reinsurance permits recovery of a portion of losses from remnsurers, although 1t does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured, The Trust does not report
reinsured risks as liabilities unless it is probable that those risks will not be covered by réinsurers. Premiums
ceded to reinsurers during 2004 and 2003 were $2.428,963 and $2,160.046, respectively,

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted.in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. The significant estimates utilized in the preparation of the
financial statements relate to claims incurred but not reported and claims and administrative service reserves.

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA) and mioney market
instruments and consist of the following at December 315

2004 2003
CMA - deposit account $ -
CMA - mutnal fund investment sweep 6,904,499
Moaney market mutual fund 3.877.612
Totals $ 10.782,111 12.788.856

Cash and cash eguivalents for the Health Trust are held at a single financial institution. The CMA - deposit
account amounts in excess of the $100,000 FDIC msured imit are considered uninsured and uncollateralized.
Amounnts in the CMA - mutual fund investiment sweep and the money market mutual fund are indirectly invested:
in U.S. government obligations.

[
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Investments - lovestments are categorized tnto three categories of credit risk as follows:

1. Insured or registered, or securities held by the Trust or held in a custodian’s name for the benefit of the Trust
Uninsured and unregistered. with securities held by the counterparty’s trust department or agent in the
Trust’s name.

Unminsured and unregistered, with securities held by the counterparty or its trust department or agent but not
in the Trust’s name.

R

(7%

At December 31, 2004 and 2003, investment balances were as follows:

Category 2004 2003
Centificates of deposit * $ 2.599.000 2.898.000
LS. Government securities 1 28,712,080 20.408.311]
Totals $31.310,080  23.306,311

The securities mature in various amounts during 2005 and 2007,

* Of the certificate of deposit bank balances on December 31, 2004 and 2003, $699.000 and $998,000,
respectively, were covered by federal depository insurance; the remainder is uninsured and uncollateralized.

NET DEPRECIATION IN FAIR VALUE

Net depreciation in fair value during the years ended December 31, 2004 and 2003 by type of investment was as
follows. Such amounts are included in investment income In the statements of net assets.

2004 2003

Corporate Bonds $ - (8,046
U.S. Government Securities  (357.027) (94.612)
Totals _ $357.027)  (102.658)
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST -
Notes to Financial Statements, Continued

CLAIMS RESERVES -

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience and are as follows:

2004 2003
Health $ 6,768,945 7,373,929
Income protection plan 838,323 544,620
Dental 64,822 _ 57.870
§ 7.672.094 1,976,419

The Trust has obained reinsurance for claims in excess for the following:

2004 2003
Specific 5 150,000 150,000
Aggregate (53.000,000 fayer) 87,528,394 73,548.216

A.M. BEST RATINGS o

Reinsurance was provided by the Hartford Life Insurance Company which has an AM. Best rating of A+

{superior), VHL

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the years ended December 31:

2004 2003
Unpaid claims and claims service reserved at beginning of yvear  § 8,457,604 _9.321.209
Incurred claims and claims service reserve expense:
Pravision for incurred events of the current vear 68,464 098 64,077,783
_ Decreases m provision for imsured events of prior fiscal vear  (1.074.416) {(722.502)
Total incurred claims and claims service reserve expenses 67,389,682 63,355,281
Payments:
Claims attributable to insured events of the current year 60,339,171 55,625,455
Claims attributable to insured events of the prior fiscal vears 7.354.969 8.593.431
Total payments 67,694,140 64.218,886
Total unpaid elaims and claims service reserved
at end of vear $ 8,153,145 8,457,604

w3
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST -
Notes to Financial Statements, Continued

PARTICIPANT CONTRIBUTIONS

Participating employers and their employees contribute to the Trust. Employee contributions were as follows
during the years ended December 31:

Health $ 8,853,000 8.097,081
Bicome protection plan 2,229 008 1,989,135
Dental 756,083 749,993
Life 279.834 269,373
Long-term disability 6,625 n/a

RELATED PARTY TRANSACTIONS

To participate in the Trust, an employer must be a member of the Maine Municipal Association and 1ts
employees must meet certain eligibility guidelines described in the Trust agreement. The Trust also contracts
with the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee for the services it provides. As of December 31, 2004 and 2003, total management fees paid by
the Trust to Maine Municipal Association amounted to $2,076,204 and $1,956,719, respectively.

ERISA STATUS

As previously mentioned, on March 15, 2000, a Federal District Court decision was rendered in the District of
Maine in the case of Hall v. Maine Municipal Emplovees Health Trust. case number 90-CV-208-B. in which the
judge concluded that the Trust is a governmental plan, exempt from ERISA. despite the fact that a significant
nurmber of employers (3.7% of the total employers in the Trust) and employees (7.6% of the total employees in
the Trust) were non-governmental, In July of 2000, the Trustees requested a formal advisory opinion trom the
Department of Labor (DOL) that the Trust is an ERISA plan. As of the date of this report. an advisory opinion
has:yet Lo be received.

[n 2003 the Trust was treated as a governmental plan and its financial statements were converted to be in
accordance with Governmental Accounting Standards Board Statements No. 34, 36. 37, and 38. As part of the
December 31, 2004 annual audit, the Trustees learned through various telephone discussions with a DOL agent,
that the DOL is not bound by Federal District Court decisions (such as the Hall decision) and that there are
substantial penalties for plans (such as the Trust) in assuming governmental plan status and faibing to file a 5500
report with a gualified audit. As a result. the Trustees of the Trust have decided to no longer treat the Trust as a
governmental plan, to convert the Trust’s financial statements back to the original ERISA format, and to continue
filing the IRS/DOL Annual Report Form 5500, with a qualifying ERISA audit, to avoid the potential penalties
that could be applied by the DOL.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Changes in Net Assets Available
for Benefits by Program
Year ended December 31, 2004
{with comparative totals for the vear ended December 31. 2003)

Income
protection
plan Health
Addigons 1o plan assets:
Contributions 5 2.926.788 T8.411.990
Transfer premiums o life (769.950)
25.975 476.660

fnlerest mcome; net

Total additions

78.118.694

Deductions:
Claims paid
Claims:
Changes in incorred but not reported
Less recoveries:
Subrogation recovery
Reinsurance recovery

2.488.203 63,779,181
293,703 {604,984

: (109.316)
. (2.894,048)

Net claims expense
Reinsurance:

2

781,906 60,169,033

Specific §4.686 2,170,720
Aggregate 4.595 ) 17771
Premiums remitied - life and L.TD - "
Network access fees - 1,042,174
Utilization and case management reviews - 2,292,182
Heslth promotion - 178.642
Claims service fee 216.879 1272872
Claims service fee reserve adjustment _ 23.169 (12.432)
Total clarms related and service expense 329,329 7,061,929
Administrative expenses:
Management fee 73,213 1,961,497
Professional services 6,941 185.961
Trustee expenses 2,306 61,767
Administrative expenses reserve adjustment (521) (10,797
Other expenses 4,737 126,839
86676 2,325,267

Total administrative expense

Totul deductions

3097911 69,557,129

Increase in excess of net assets available
for benefits over henelit obligations

Excess of net assets available for benefits
over benefit obligations
Beginning of vear

(245.148) 3561565

End of vear”

9
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Changes in Net Assets Available

for Benefits by Program, Continuecd

- Totals
Dental LTD Lile 2004 2003
1,639,204 19,634 : 82997616  78.324.459
- - 769,956 = S
9,485 . 512,120 558.660)
1,648,689 19,634 769,956 83,309,736 TR.883,119
1,426,756 - . 67,694,140 64,218,886
6,952 - 5 (304,329} (796.603)
- - (109.316) (163.207)
< . (2.804.94R8)  (2,484.655)
1,433,708 . 64,385,547  60,774.421
48,559 2 - 2,303,965 2,035,046
2.634 . 125.000 125,000
- 19,306 750.676 769,982 777.588
- - 1.042.174 902,728
- - - 2,292,182 2.103.888
- 2 . [78.642 178,641
108,822 2 19,280 1,617.853 1,591,392
500 ’ 11,237 (7.855)
160,515 19,306 769,956 8,341,035 7,706,428
41.004 490 . 2.076.204 1,956,719
3,888 47 E 196,837 208,202
1.20] 15 - 65.379 58,267
21 (11,297) (59.146)
2,653 32 134,261 131,490
48.857 584 - 2,461,384 2,295,622
1,643,080 19,890 769.956 75,187,966 70,776,471
5,609 (256) . 8.321.770 8.106,648
- . = 24.6972.170 16,585,522
$ - . - 33,013,940 24,692,170

See independent auditor's report

10
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule of Claims Development

Years ended December 31, 2004, 2003 and 2002

Schedule 2

The analysis provides a summary of the income and expenses recorded by the Trust, along with

comparative data on paid claims and incurred claims from each of the last three years. Reestimated

incurred claims and expense are indicated for two vears only, as the claims are substantially complete by

the end of the year subsequent to the policy year.

Policy year ended 2004 2003 2002
Net earned contributions and other revenues:
Eamed 86,561,480 81,584,908 75382472
Ceded (2,428,965) (2,160,046)  (1,147,718)
Net earned 84,132,515 79424862 74,234,754
Unallocated expenses 8,420,934 7.895.931 7.826,425
Paid claims as of:
End of policy year 60,339,171 55,625,454 40,797,043
One year later - 62,433,247 57,188,686
Two years later - - 57.248.629
Reestimated incurred claims and expenses as ol
End of policy year 67,984,650 63,596,877  58.527,386
One year later - 62,459,858 57,193,682
Two years later - 57,248,629
Decrease in estimated incurred claims
$ - (1,137,019) 54947

from end of policy vear

See independent auditor's report



MMA_00017705

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
-Schedule H, Line 4i - Schedule of Assets Held for Tnvestment Purposes
Year ended December 31, 2004

(c)
Maturity Interest Maturity te) Current
(a) b) Issuer Description date rate value {d) Cost value

TREASURY BANK Certificate of Deposit 31472005 2.190% SOLO00 SO0,000 300,000
FIRST BK OF BEY HILLS Certificare of Deposit 4/L5/2005 1.950% 300,000 AN 500,000
BANGOR SAVINGS BANK Cernificaie of Deposit O/ 1 1720009 20005 500,000 S00,000 500,000
INDYMAC BANK Certificate of Deposit 7726/2005 2.6504 300,000 300,000 500,00
COMMUNITY BANK Certificate of Deposit 111/2005 2.900% 99,000 G0 GO 99,000
CENTENNIAL BANK Certificate of Deposit 12/13/2005 A060% 250.000 250,000 250,000
SECURITY BANK Certificate of Deposit 1271942005 3100% 2501000 250.000 250,000
FHLR LS. Gov'il Sec. 1412005 4.125% S00.000 508,915 SOO.2TR
FHLB L. §. Gov' Sec. 21572005 4.3?55'}. 1,000,000 1.009.600 1,002,346
FNMA . 8. Gov't Sec: 3152005 3.875% 1,000,600 Lo04.770 1.002,892
FHLB 1S, Gov' Sec. 47152605 4.625% 1,000,000 1,050,800 LAOG,022
FHLEB 1. 8. Gov't Sec. 411312005 | 6256 1,000,000 995,070 997.626
FHLB 1. §. Gov't Sec. 532005 4.125% 1.060.006 1,005,640 1,005,656
FHLE U. 5. Gov't Sec. 81372003 3.000%: 1,600,000 L015,330 1,001,626
FNMA U. S. Gov't See. H15/72005 2.873% 1 08,000 1.0T8.026 1.600,317
FHLB L. §. Gov't Sec. 152005 2.500% 1000000 LOES.850 996,414
FHLRB U §.-Gav'l Sec. FHES/2005 2.125% 500,000 01315 496.615
FHLE U, 8. Gav't Sec. V52005 1.500% 1.000.000 1.011,652 905,092
FRCH LI, 8. Gov't See, 12/132005 2.625% 1,000,000 1025420 997 154
FHLB U, S. Gov't See, 241512006 2.375% 1.000.000 1014700 992 268
FHLB U 8. Gov't Sec.. 272472006 2.100% 750,000 T50000 741,314
FHLB LL S, Gov't Sec. 371572006 2.500% 1060000 1.003.770 092,025
FNM A U. 5. Gov't Sec. 47152006 2.125% 1,000,000 1,004,010 987,765
FHLE L. S, Gov'i Sec, S/152006 2.250% 1.000.000 993.220 088125
FNMA . S Gov't Sec. 0/ 1542006 2.500% 100,000 QBEAT0 990,575
FNMA U. S. Gov't Sec. TH5/2000 3.125% 1 OG0.0060 1.008.060 990,276
FHLE .S, Gov'i Sec. 871572006 3.5009% 1A0G0.000 1O18.590 1,005,144
FHLE: i 8. Gov't Sec. BHS2006 2.375% 1,000,000 998200 987,190
FNMA V. 8. Gov' Sec. &/24/2006 2.550¢% 1.000.000 1,000,000 G8K8.203
FHLLR U, 8. Gov't Sec. 9/15/2006 2.875% 1.000.,000 1,014,540 044,420
FNMA U. S. Gov't Sec. 10/15/2006 43715% 1,000,000 1,045,860 1,019,415
FHLB U. S. Gov't Seg: L1 5/2006 4. 875% 1000000 1.066.020 [.O28,738
FNMA LS. Gov't See. 21512007 2.375% 1000000 990,920 9R0.354
FHLE U, §. Gov't Sec. S 52007 4 .875% 1.000,000 1,039.300 1,034,077
FHLB U. 8. Gov'l Sec. 9142007 3375% 1,000,000 1,002.200 D97 557
FNMA U, S. Gov't Sec. 117152007 3.250%% 1.000.000 994,500 Y93.228
FNMA L1 8. Gov't Sec. 1271372007 3.125% 1.000.000 1,062,250 988,478

$  31L,349.000 31695932 31,311,080

See independent auditor’s report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
Year ended December 31, 2004

() (d)
Cost of Proceeds of
{a) Issuer Description Acquisitions  Dispositions

None

See independent auditor's report



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule H, Line 4j - Schedale of Reportable Transactions

Yeur ended December 3, 2004

{a) [dentty of Party
Involved

{b) Description of assets
{include interest and
“and maturity in case

of a loan)

{t) Purchase

price

1d) Selling

price

(¢) Lease
rental

{1} Expunse incurred
with fransaction

(e} Cost

assel.

(hy Current value
of asset on
transaction (i) Net gain
date o1 (oss)

None

See ndependent cieditor's report
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Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of benefit obligations and net assets available for benefits
of the Maine Municipal Employees Health Trust as of December 31, 2005 and 2004 and the related
statements of changes in benefit obligations and net assets available for benefits for the years then ended.
These financial statements are the responsibility of the Trust’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepfed in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial staiements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and SigjliﬁC&ﬂt estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opimion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial status of the Trust at December 31, 2005 and 2004, and the changes in its financial status for the
years then ended in conformity with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The supplemental schedule of assets (held at end of year). schedule of assets (acquired and
disposed of within year), and schedule of reportable transactions, each for the year ended December 31,
2005, are presented for the purpose of additional analysis and are not a required part of the financial
statements but are supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
These supplemental schedules are the responsibility of the Trust’s management. The supplemental
schedules have been subjected to the auditing procedures applied mn the audits of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

AW

March 14, 2006,
South Portland, Maine
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST

Statements of Benefit Obligations and

Net Assets Available for Benefits

December 31, 2005 and 2004

Exhibit A

2005 2004
Benefit obligations:
Claims incurred but not reported $ (5.961,786)  (7.672,090).
' Total benefit obligations (5,961,786)  (7,672,090)
Net assets:
Assets:
Investments at fair value:
Certificates of deposit 2,797.000 2,599,000
U.S. Government and agency securities 30.918,779 28.712,080
Total investments at fair value 33.715,779 31.311.080:
Receivables: '
Accounts receivable 282,490 310,598
Accrued interest receivable 307,828 218,074
Reinsurance recoverable 1,994,233 1.030.626
Other receivables - 25,000
Total receivables 2,584,551 1,584,298
Prepaid expenses 19,729 73,581
Cash and cash equivalents 12,435,694 10,782,111
Total assets 48,755.753 43,751,070
Liabilities:
Accounts payable (1,391.294) (1,137.095)
Other payables - (40,098
Advance premiums received (2,213,879)  (1,406,792)
Claims and administrative service reserve (374,504) (481,055)
~ Total liabilities (3.979.677)  (3,065,040)
Net assets available for benefits 44,776,076 40,686,030
Excess of net assets available for benefits
over bencfit obligations $ 38,814,290 33,013,940

See accompanying notes to financial statements.
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Benefit Obligations and
Net Assets Available for Benefits
Years ended December 31, 2005 and 2004 o
2005 2004
Net increase in benefit obligations:
Increase (decrease) during the year attributable
to change in claims incurred but not reported (1,710,304) (304.329)

Increase in net assets available for benefits:
Additions:

Contributions:
Health 77,797,591 78,411,990
Income protection plan 3,075,512 2,926,788
Dental 1,704,182 1,639,204
Long term disability 29,790 19.634

Total contributions

82.607.075

82,997.616

Investment income:

Interest income },277.,270 869,147
Net depreciation in fair value of investments {174,343) (357,027)
Total investment income 1,102,927 512,120

Total additions 83,710,002 83,509,736
Deductions:
Claims paid:
Health 67,119,727 63,779,181
Income profection plan 2,802,427 2.488.203
Dental 1,448,275 1,426.756
Total claims paid 71,370,429 67,694,140
[ess recoveries:
Subrogation 317,825 109316
Reinsurance 1,959,300 2,894,948
Total recoveries 2,277,125 3,004,264
Net claims expense 69,093,304 64,689,876
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Exhibit B, Com.

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Changes in Benefit Obligations and
Net Assets Available for Benefits, Continned

2005 2004
Claims related expense:
Reinsurance:
Specific $ 2,688,394 2,303,965
Aggregate £25,000 125,000
Premiums remitted - life 394 457 750.676
Premiums remitted - LTD 28,497 19,306
Network access fees 687.688 1,042,174
Utilization review and case management 2,284,143 2,292,182
Health promotion -188.158 178,642
Total claims refated expense 6,396.337 6.711.945
Claims service expense:
Income protection plan 256,529 214,959
Health - indemnity 401,541 405.161
Health - point of service 873,348 818,500
Dental 111,061 167,722
Life 20,550 19.280
Other 48,896 52,231
(laim service reserve adjustments (40,987) 11.237
Total claimsg service expense ‘ 1,670,938  1,629.090
Administrative expense;
Management fees 2,119,841 2,076,204
Professional services: k
Legal 46,915 47618
Actuarial 77,310 112,256
Consultants 77,184 36,963
Trustee expenses:
Insurance 35,174 33,497
Meetings 26,119 31,882
Administrative expense reserve adjustments (65,564) (11,297)
Other expenses 142,398 134,261
Total administrative expense ' B 2459377 2,461,384
Total deductions 79,619,956  75.492.295
Increase in net assets available for benefits 4,090,046 8.017.441
Increase in excess of net assets available for benefits
over benefit obligations 5,800,350 8.321.770
Excess of net assets available for benefits
aver benefit obligations:
Beginning of year _ o 33,013,940 24,692,170
End of year _ $ 38,814,290 33,013,940

See accompanying notes fo financial siatements.

V)
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes fo Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRU ST DESCRIPTION

The Trust was established in 1982 as a multiple-employer Voluntary Employees™ Beneficiary Association for the
purpose of providing hospital, physician, major medical, short-term disability, long-term disability, dental and
life benefits. The Trust began offering services on January 1, 1983. The Trust contracts with the Maine
Municipal Association to serve as plan administrator and pays Maine Municipal Association a management fee.

The Trust was drafted with the intent to comply with the Employee Retirement Income Security Act of 1974, as
amended (“ERISA™), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust’s ERISA status, but the Department
of Labor has not vet responded to the request. The Trust will continue to be operated in accordance with ERISA
until its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Mamne Bureau of Insurance agreeing to
comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
(MEWA) as of January [, 2004.

The Trust self-insures for the health, dental. and short-term disability benefits it provides, up to retention limits
specified in reinsurance contracts. Contribution levels are determined by an actuary annually for the Trust and
are paid in accordance with the contractual agreement entered into by each participating employer. Contributions
to the Trust are made by participating emplovers and their employees. The, life, supplemental life, dependent life
and long-term disability programs are fully msured. The Trust is currently working with an actuary to develop an
estimate for any obligations that might arise from postemployment benefits,

An employer group must be a member (either municipal or associate member) of the Maine Municipal
Association to participate in the Trust programs and its employees must meet certain eligibility guidelines
described in the Trust agreement. During 2005 and 2004, there were 425 and 424 employer groups, respectively,
in the health plan; 219 and 218 employer groups. respectively, in the dental plan; 314 and 308 employer groups,
respectively, in the short-term disability plan and 13 and 12 employer groups, respectively, in the long-term
disability program.

Tax Exempt Status - The Trust is exempt from income taxes under Section 501(c)(9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982. Since that
date. the plan has been amended. However, the plan administrator and the plan’s tax counsel believe that the
plan is currently designed and being operated in compliance Wwith the applicable requirements of the Internal
Revenue Code. Therefore, no provision for income taxes has been included in the Trust’s financial statements.

Basis of Accounting - The Trust follows the accrual basis of accounting, and certain pronouncements applicable
to employee benefit plans.

Cash-and Cash Equivalents - The Trust considers all highly liquid deposits with an initial maturity of three
months orless to be cash and cash equivalents.

Investments - The Trust invests in a number of financial instruments, including certificates of deposit, U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Trust
estimates that the fair value of all financial instruments at December 31, 2005 and 2004 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompany ing statements of net
assets. The estimated fair value amounts have been determined by quoted market prices.

2
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND TRUST DESCRIPTION, CONTINUED

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2003 and 2004.

Advance Premiums Received - This represents deferred revenue from contributions and premiums which has
been received by the Trust but which relates to the next year.

Claims Incurred But Not Reported - Reserves for health, dental and short-term disability claims incurred but
not reported are estimated by an independent actuary based upon historical claims experience. Management
believes that the reserves are adequate, but the ultimate net cost of settling these liabilities may vary from the
estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments resulting from the
settlement of losses will be reflected in the statements of revenues, expenses, amd'changes in net assets at the time
the adjustments are determined.

Claims and Administrative Service Reserves - These reserves are for the cost to process and administer claims
incurred but not reported and are estimated by an independent actuary based upon historical expense experience.
Management believes that the reserves are adequate, but the ultimate net cost of settling this liability may vary
from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers. although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured losses as liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums
ceded to reinsurers during 2005 and 2004 were $2.813,394 and $2,428.965. respectively.

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and-disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates. The significant estimates utilized in the preparation of the
financial statements relate to claims incurred but not reported and claims and administrative service reserves.

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA} and money market
instruments and consist of the following at December 31:

2005 2004
CMA — deposit account $ 703,056 -
CMA - mutual fund investment sweep 9.565.270 6.904,499
Money market mutual fund 167,368 -
Money market account 2.000.000 3.877.612
Totals 312,435,694 10,782,111

The December 31, 2005 CMA-deposit account balance of $703,056 consists of checks deposited which are not
yet available for transfer.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Funds in the CMA-deposit account are insured by FDIC up to $100,000. Any balance in this account in excess of
the $100.000 FDIC insured limit is considered uninsured and uncollateralized and subject to custodial credit risk.
The CMA-mutual fund investment sweep and the money market mutual fund are mutual funds outside the bank,
invested in short term government securities.- These funds are uninsured and uncollateralized, and subject to
custodial credit risk. The money market account is held in a separate financial institution. This account is
insured by FDIC up to $100,000 and is secured by a bond issued by an insurance company.

At December 31, 2005 and 2004, investment balances were as follows:

2005 2004
Certificates of deposit* $ 2,797.000 2,599,000
U.S. Government securities 30.918.779 28.712.080
Totals $ 33,715,779 31.311,080

The securities mature in various amounts during 2006 and 2009.

* Of the certificate of deposit bank balances on December 31, 2005 and 2004, $897,000 and $699.000,
respectively, were covered by federal depository insurance; the remainder is uninsured and uncollateralized.

NET DEPRECIATION IN FAIR VALUE

Net depreciation in fair value during the vears ended December 31, 2005 and 2004 by type of investment was as
follows. Such amounts are included in investment income in the statements of changes in benefit obligations and
net assets available for benefits.

2005 2004
U.S. Government Securities $(174.343) (357.027)
Totals : $(174,343) (357,027}
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

CLAIMS RESERVES

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience and are as follows:

Health $ 5,168,536 6.768.945
Income protection plan 733,318 £38,323
Dental e 59932 : . 64.822

$ 5,961,786 ‘ 7.672.090

“The Trust has obtained reinsurance for claims in excess for the following:
. o

2005 2004
Specific (35 million lifetime limit per clabmant) $ 150,000 150,000
Aggregate ($3,000.000 layer) 92,865.882 8§7.528.394

A.M. BEST RATINGS

Reinsurance was provided by the Hartford Life Insurance Company which has an A.M. Best rating of A+
(superior), VIII.

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims labilities for the years ended December 3 1:

2005 2004
Unpaid claims and claims serviee reserved at beginning of vear $8.153.145 8.457.604
Incurred claims and claims service reserve expense:
Provision for incutred events of the current year 69,353,319 68,464,098
Increases (decreases) in provision for insured events of prior fiscal vears 200,255 (1.074.416)
Total incurred claims and claims service reserve expenses 69,553,574 67,389.682
Payments:
- Claims attributable to insured events of the current year 63,064,138 60,339,171
Claims attributable to insured events of the prior fiscal years 8.306.291 7.354.970
Total payments 71,370,429 67,694,141
Total uppaid claims and claims service reserved.
atend of year $6,336,290 __ 8,153,145
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continuned

PARTICIPANT CONTRIBUTIONS

Participating employers and their employees contribute to the Trust. Employee contributions were as follows
during the years ended December 31:

2005 2004
Health $9.553,049 8.853.000
Income protection plan 2,287,470 2,229.008
Dental 817,006 756,083
Long-term disability 9917 6,625

RELATED PARTY TRANSACTIONS

To participate in the Trust, an employer must be a member (either municipal or associate member) of the Maine
Municipal Association and its employees must meet certain eligibility guidelines described in the Trust
agreement. The Trust also contracts with the Maine Municipal Association to serve as plan administrator and
pays Maine Municipal Association a management fee for the services it provides. As of December 31, 2005 and
2004, total management fees paid by the Trust 1o Maine Municipal Association amounted to $2,119,841 and
$2.076,204, respectively.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Held at End of Year)
Year ended December 31, 2005

(e)
Maturity Interest Maturity (e) Current
{a) Issuer (b) Description date . rafe value () Cost  value

CORUSBANK Certificate of Deposit 04/11/06 4.600% § 506,000 500.000 300,000
FINANCIAL FSB Certificate of Deposit 10/30/06 4.600% 500,000 500,000 500,000
CENTENNIAL BANK Centificate of Deposit 12/14/06 4.650% 250.000 - 250,000 256,000
CENTENNIAL BANK Certificate of Deposit 12/15/06 4.650% 250,000 - 250,000 250,000
INDYMAC BANK Ceruficate of Deposit 12/15/06 4.700% 500.000 500,000 300,000
SECURITY BANK Cenificate of Deposit 12/16/06 4.670% 99 000 99.000 99.000
SECURITY BANK. Certificate of Deposit 12/16/06 4.670% 98,000 99,000 99,000
COMMUNITY BANK Certificate of Deposit 11/01/07 4.450% 99,000 92 000 99,000
BANGOR SAVINGS BANK Cenificate of Deposit 06/11/09 2.000% 500,000 500,000 : 500,000
FHLB 1.8, Gov't Sec. 02/15/06 2.375% 1.000,000 1.014,700 897,709
FHLB U.S. Gov't Sec. 02/24/06 2.100% 730,000 750,000 747,433
FHLB U.S. Gov't Sec. 031506 2.500% 1,000,000 1,003,770 006,255
FNMA T1.8. Gov't Sec. 0471 5406 2.125% 1,000,000 1,004,010 993 549
FHLB 1S, Gov't Sec. (5/15/06 2.250% 1.000.000 993,220 991,945
FNMA 1S, Gov't Sec. 06/15/06 2.500% 1,000,000 988,470 991,066
FNMA 1.8, Gov't Sec. 07/13/06 3.125% 1,000,000 1,008,000 992,674
FHLB U.S. Gov't Sec. 08/15/06 3.500% 1,000,600 1,018,590 993,602
FHILB 175, Gov't Sec 08/15/06 1,000.000 998,200 GR6 848
FNMA LS. Gov't Sec. 08/24/06 1,600,000 1,000,000 987.412
FHLB U8, Gov't See 09/15/06 % 1,006,000 1,014.540 Q88,346
FHLB U.S. Gov't Sec. 10/15/06 4. 1,000,000 1,045,860 Q98,075
FHLB U.S. Gov't Sec, 1115406 4, 1,000,000 1.066,020 1.602,088
FNMA 1.5, Gov't Sec 02/15/07 2. 1.000.000 990,926 974,370
FNMA LS. Gov't See. 03/15407 3 1,000,000 996,500 987.358
FRMA LS. Gov't Sec D4/15/07 L 500,000 507,050 503.308
FHLB U.S. Gov't Sec. 05/15/07 4. 1,000,000 1,039,300 1.002,617
FHLB LLS. Gov't Sec. 06/20/07 362 500.000 500,237 492359
FNMA U.S. Gov't Sec. 071507 4.25 S00.000 501,003 496726
FHLB 115, Gov't Sec. 09/14/07 3.375% 1,000,000 1,002,200 978,315
FNMA U.S. Gov't Sec 09/15/07 4.250% 1,000.000 1.001,620 992 886
FNMA 1.5, Gov't Sec 11/15/07 3.250% 1,000,000 994,500 974396
FNMA 11.8. Gov't Sec: 12/15/0% 3.250% 1,000,000 1,002,250 970,661
FHLEB 11.S. Gov't Sec. Q1/15/08 3.980% 1,0600.000 990,512 979,245
FHLB 1.8, Gov't Sec 02/15/08 3.875% 500,000 500,000 490,936
FHLB 11.5. Gov't Sec. 03/14/08 2.730% 300,000 485.750 479 885
FHLB LS. Gov't Sec. 04/18/08 4.125% 1,000,000 1,007.540 987 446
ENMA 11.S. Gov't Sec. 07/15/08 3.875% 1,000,000 092,390 969 443
US Treas U.S. Gov't Sec 08/15/08 4,125% 1,000,800 992,188 987,969
FNMA LS. Gov't Sec. 10/15/08 4.500% 1,000,000 1,000,000 995,355
FHLB LS. Gov't Sec. 11/21/08 4.625% 1,000,000 1,000,960 998,554
FNMA 11.S. Gov't Sec. 01/15/09 5.250% 1,000.000 1,019,520 1,015,153
US Treas 1.8, Gov't Sec 06/15/09 4.000% 1,000,000 991,250 994 375
FECB U.s

. Gov't Sec. 07/15/08 3.375% 1.000,000 985,500 981,625

$ 34,047,000 34203642  33,715779

See independent auditor's report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
Year ended December 31, 2005

(©) (d)
Cost of Proceeds of
(a) Issuer _ (b) Description Acquisitions  Dispositions

None

See independent auditor’s report



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule H, Line 4j - Schedule of Reportable Transactions

Year ended December 31, 2005

{b) Description of assets
(include interest and

(h) Current value
of usset on

(a) ldentity of Party and maturity in case (¢) Purchase  (d) Selling (e) Leasc () Expense incurred (g} Cost transacfion (i) Net gain
Ianvolved of a loan) price price rental with transaction asset date or (loss)
Neonge
i See independent auditor's report
11
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MAINE MUNICIPAL EMPLOYEES
HEALTH TRUST

Financial Statements

For the year ended December 31, 2006
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Financial Statements
For the year ended December 31, 2006
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Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of net assets available for benefits of the Maine Municipal
Employees Health Trust as of December 31, 2006 and 2005 and the related statement of changes in net
assets available for benefits for the year ended December 31, 2006. These financial statements are the

esponsibility of the Trust’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordarice with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
wel] as evaluating the overall financial statement presentation. We believe that our-audit provides a
reasonable basis Tor our opinion.

As discussed in the footnotes, for the yvear ended December 31, 2006, the Trust has disclosed the
actuarially determined postretirement benefit obligation initially estimated as of December 31. 2006.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The supplemental schedule of assets (held at end of year). schedule of assets {acquired and
disposed of within year), and schedule of reportable transactions, each for the year ended December 31,
2006, are presented for the purpose of additional analvsis and are not a required part of the financial
stalements but are supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974,
These supplemental schedules are the responsibility of the Trust’s management. The supplemental
schedules have been subjected to the auditing procedures applied in the audits of the basic financial
statements and, 1o our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial status of the Trust as of December 31, 2006 and 2005, and the changes in its financial status for
the year ended December 31. 2006 in conformity with accounting principles generally accepted in the
United States of America.

'Pu"’*""'“yf"” K. cetgfte s (/W

May 15, 2007
South Portland. Maine
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Exhibit A
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Net Assets Available for Benefits
December 31, 2006 and 2005
2006 2005
Assets:

Investments at fair value:
Certificates of depasit 6,599,000 2,797.000
U.S. Government and agency securities 32,031,718 30,918,779
Total investments at fair value 38.630,718 33,715,779

Receivables:

Accounts receivable 311,183 282,490
Accrued interest receivable 364,956 307,828
_Reinsurance recoverable 1,360,639 1,994,233
Total receivables 2,036,780 2,584,551
Prepaid expenses 19,914 19,729
Cash and cash equivalents 12,566,342 12,435,694
Total assets 53,253,754 48,755,753

Liabilities:
Accounts payable
Advance premiums received
Claims and administrative service reserve

(1,723,326)
(1,655,044)
(465,031)

(1,391,294)
(2,213,879)
(374,504)

Total Liabilities

(3,843,401)

(3.979.677)

Net assets available for benefits, prior to IBNR (*) § 49,410,353 44,776,076

See accompanying noles to financial statements.

* - see claims incurred but not reported (IBNR) disclosure on page 8
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Exhibit B

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2006

Additions to net assets attributed to:

Contributions:
Health 85,334,516
Income protection plan 3,307,276
Dental 1,987,763
Long term disability 26,843

Total contributions

90,656,398

Investment income:
Imterest income

2,138,630

Net appreciation in fair value of investments 149,478
Total investment income 2,288,108
Total additions 92.944.506
Deductions from niet assets attributed to:
Claims paid:
Health 73,954,408
Income protection plan 3.094,366
Dental 1,701,617
Total claimspaid 78,750,391
Less recoveries:
Subrogation 565,640
Reinsurance 2.391.629
Total recoveries 2,957,269

Net ¢laims expense

[R%]
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¥xhibit B, Cont.

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits, Continued

Claims related expense:

Dirigo savings offset payments A 1,417,020
Reinsurance:
Specific 2,825,504
Aggregate 160,000
Premiums remitted - life 407,228
Premiums remitted - LTD 26,674
Network access fees 1,856,651
Utilization review and case management 74,852
Health promotion 158,943
Total claims related expense 6.924,872
Claims service expense:
Income protection plan 300,519
Health - indemnity 408,247
Health - point of service 1,949,613
Dental 123.015
Life 23,396
Other 71,917
(Claim service reserve adjustments 91.006
Total claims service expense e 2,567,713
Adninistrative expense:
Management fees 2,192,505
Professional services:
Legal 45,813
Actuarial 51,567
Consultants 129,811
Trustee expenses:
Insurance 33,953
Meetings 40,253
Administrative expense reserve adjustments (479)
Other expenses o 131,099
Total administrative expense 2,624,522
Total deductions £8,310,229
Net increase during year 4,634,277
Net assets available for benefits, prior to IBNR:
Net assets, beginning of year 44 776,076
Net assets, end of year $ 49410353

See accompanying notes to financial statements

-
X
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements

DESCRIPTION OF TRUST

The following description of the Maine Municipal Employees Health Trust (the Trust) provides only general
information. Participants should refer to the Trust agreement for a complete description of the Trust’s
Provisions.

Gieneral - The Trust was established in 1982 as a multiple-employer Voluntary Employees’” Beneficiary
Association for the purpose of providing hospital, physician, major medical, short-term disability, long-term
disability, dental and life benefits. The Trust began offering services on January 1, 1983, The Trust contracts
with the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee.

The Trust was drafted with the intent to comply with the Employee Retirement Income Security Act of 1974, as
amended (“ERISA™), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decisjon in March of 2000, The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust's ERISA status, but the Department
of Labor has not yet responded to the request. The Trust will continue to be operated in accordance with ERISA
unti] its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing to
comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
(MEWA) as of January 1, 2004.

Benefits - The Trust provides health, dental, short-term disability. life, supplemental life, dependent life and long-
term disability benefits to participants in accordance with the confractual agreement entered into by each
participating employer, The life, supplemental life. dependent life and long-term disability programs are fully
insured. The Trust self-insures for the health, dental, and short-term disability benefits it provides, up to
retention limits specified in reinsurance contracts.

Contributions - Contribution levels are determined annually by the Trust's actuary and are paid in accordance
with the contractual agreement entered into by each participating employer. Contributions to the Trust are made
by participating employers and their emplovees. The portion of the Trust’s estimated cost of providing
postretivement benefits expected to be funded by retiree contributions (net retiree cost as a percentage of gross
total benefit costs) for fiscal 2007 1s 64.3%.

An employer group must be a member (either municipal or associate member) of the Maine Municipal
Association to participate in the Trust programs and its employees must meet certain eligibility guidelines
described in the Trust agreement. During 2006, there were 424 employer groups in the health plan: 225 employer
groups in the dental plan; 318 employer groups in the short-term disability plan and 12 employer groups in the
long-term disability program.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tax Exempt Status - The Trust is exempt from income taxes under Section 501(c)(9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982. Since that
date, the plan has been amended. However, the plan administrator and the plan’s tax counsel believe that the
plan is currently designed and being operated in compliance with the applicable requirements of the Internal
Revenue Code. Therefore, no provision for income taxes has been included in the Trust’s financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Basis of Accounting - The Trust follows the accrual basis of accounting, and ¢ertan pronouncements applicable
to employee benefit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an mitial maturity of three
months or less 1o be cash and cash equivalents.

Investments - The Trust invests in a number of financial instruments, including certificates of deposit and U.S.
government and agency securities, none of which are held for trading purposes. The Trust estimates that the fair
value of all financial instruments at December 31, 2006 and 2005 does not differ materially from the aggregate
carrying values of its financial instruments recorded in the accompanying statements of net assets. The estimated
fair value amounts have been determined by quoted market prices.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2006 and 2005,

Advance Premiums Received - This represents deferred revenue from contributions and premiums which has
been received by the Trust but which relates to the next year.

Claims Incurred But Not Reported (IBNR) - Plan obligations at December 31 for health claims incurred by
active participants but not reported at that date, for accumulated eligibility of participants, and for future
disability payments to members considered permanently disabled at December 31 are estimated by the Trust’s
actuary in accordance with accepted actuarial principles. Reserves for health, dental and short-term disability
claims incurred but not reported are estimated by an independent actuary based upon historical claims
experience. Management believes that the réserves are adequate, but the ultimate net cost of setthing these
liabilities may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any
adjustments resulting from the settlement of losses will be reflected in the statements of revenues, expenses, and
changes in net assets at the time the adjustments are determined.

Postretirement Benefits - The amount reported as the postretirement benefit obligation represents the actuarial
present value of those estimated future benefits that are attributed by the terms of the Trust to employees” service
rendered to the date of the financial statements, reduced by the actuarial present value of contributions expected
to be received in the future from current Trust participants. To be eligible for postretirement benefits, the
employee must meet the minimum requirement of age 55 with at least 5 years of service at retirement; or be
withdrawing from an employer-sponsored retirement account.

Postretirement benefits include future benefits expected to be paid to or for (1) currently retired or terminated
employees and their spouses and (2) active employees and spouses after retirement from service with their
participating employer. The postretirement benefit obligation represents the amount that is to be funded by
contributions from the Trust’s participating employers and from existing Plan assets. Prior to an active
employee’s full eligibility date, the postretirement benefit obligation is the portion of the expected postretirement
benefit obligation that is attributed to that employee’s service rendered to the valuation date.

The actuarial present value of the expected postretirement benefit obligation is determined by an actuary and is
the amount that results from applying actuarial assumptions to historical claims-cost data to estimate future
annual incurred claims costs per participant and to adjust such estimates for the time value of money (through
discounts for interest) and the probability of payment (by means of decrements such as those for death, disability,
withdrawal, or retirement) between the valuation date and the expected date of payment.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

For measurement purposes a 9.5% annual rate of increase in the per capita cost of covered health care benefits
was assumed for 2007; the rate was assumed to decrease gradually to 5.0% for 2014 and to remain at that level
thereafter. The actuary assumed an average per capita cost for all ages. Effectively this assumes that the average
age of pre 65 and post 65 retirees does not vary significantly over time.

The following were other significant assumptions used in the valuation as of December 31, 2006.

Weighted-average discount rate: 6.0%
Average retirement age: varies, based upon the December 2006 plan census as well as actuarial judgment.
Mortality: RP-2000 White & Blue Collar Mortality Tables by male and female projected to 2010,

The foregoing assumptions are based on the presumption that the Trust will continue. Were the Trust to
terminate, different actuarial assumptions and other factors might be applicable m determining the actuarial
present value of the postretirement benefit obligation.

Claims and Administrative Service Reserves - These reserves are for the cost to process and administer claims
mcurred but not reported and are estimated by an independent actuary based upon historical expense experience.
Management believes that the reserves are adequate, but the ultimate net cost of settling this lability may vary
from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured losses as liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums
ceded to remsurers during 2006 were $2,983,504.

Management Estimates - The preparation of financial statements in conformity with U.8. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. The significant estimates utilized in the preparation of the financial statements relate to claims
incurred but not reported and claims and administrative service reserves.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

DPeposits - Cash and cash equivalents are composed of cash management accounts (CMA) and money markes
instruments and consist of the following at December 31:

2006 2005
CMA - deposit account $ 780,379 703.056
CMA - mutual fund investment sweep 6,799,375 9,565,270
Money market mutual fund 2,986,588 167,368
Money market account 2.000.000 2.000.000
Total $ 12,566,342 12,435,694

‘The CMA - deposit account balances of $780,379 and $703,056 for December 31; 2006 and 2003, respectively.
consist of checks deposited but not yet available for transfer.

Funds in the CMA - deposit account are insured by FDIC up to $100,000. Any balance in this account in excess
of the $100,000 FDIC nsured limit is considered uninsured and uncollateralized and subject to custodial credit
risk. The CMA - mutual fund investment sweep and the money market mutual fund are mutual funds outside the
bank, invested in short term government securities. These funds are uninsured and uncollateralized, and subject
to custodial credit risk, The money market account is held in a separate financial institution. This account is
msured by FDIC up to $100,000 and is secured by a bond issued by an insurance company.

At December 31, 2006, investment balances were as follows:

2006 2005
Certificates of deposit* = 6,599.000 2,797.000
1.8, Government securities 32.031.718 30.918.779
Total % 38.630.718 33.‘1?_-] 5.779

The securities mature in various amounts during 2007 through 2010.

* Of the certificate of deposit bank balances on December 31, 2006 and 2005, $1,599,000 and $897,000,
respectively, were covered by federal depository insurance; the remainder is uninsured and uncollateralized.

'NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the year ended December 31, 2006 by type of investment was as follows.
Such amounts are included in investment income in the statement of changes in net assets available for benefits.

2006
U.S. Government Securities § 149478
Total % 149,478
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

BENEFIT OBLIGATIONS

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience. The initial actuarially determined
postretirement benefit obligation was performed as of December 31, 2006. Benefit obligations as of
December 31, 2006 and changes in benefit obligations are disclosed in the following tables. No change in
postretirement benefits has been disclosed as of December 31, 2006 which was the first date that this amount
could be reasonably estimated.

Statement of Benefit Obligations

Claims incurred but not reported, amounts curréntly payable:

Health § 4644141
Income protection plan 732,348
Dental 55,178

Total claims incurred but pot reported $5.431.667

Postretirement benefit obligations, net of amounts
currently payable:

Medical:
Retired participants 47,819,155
Other participants fully eligible for benefits 28.642.487
Participants not yet fully eligible for benefits 32,461,856
Life insurance _ 2.702.179
Total postretirement benefit obligations 111.625.677
Total benefit obligations $ 117,057,344
Statement of Changes in Benefit Obligations
Claims incurred but not reported, beginning of year § 5,961,786
Claims reported and approved for payment, including
benefits reclassified from benefit obligations 78,220,272
Claims paid (78.750.391)
Claims incurred but not reported, end of vear 5.431.667

Postretirement benefit obligations, net of amounts
currently pavable:
Balance at end of vear 111.625.677

— Total benefif obligations at end of year $ 117,057,344

The health care cost-trend rate assumption has a significant effect on the amounts reported. If the assumed rates
increased by one percentdge point each year, that would increase the obligation as of December 31, 2006 by
$17.860.818 or 16.4%.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements. Continued.

AM. BEST RATINGS

Reinsurance was provided by the Hartford Life Insurance Company which has'an A.M. Best rating of A+
(superior), VIII. The life insurance was provided by Prudéntial Life Insurance which has an A.M. Best rating of
A+ (superior), XV.

UNPAID CLATMS LIABILITIES

The schedule below presents the changes in claims liabilities for the year ended December 31:

20006
Unpaid claims and claims service reserved at beginning of vear $ 6.336.290
Incurred claims and claims service reserve expense:
Provision for incuired events of the current vear 78,574,766
Increases (decreases) in provision for insured events of prior fiscal years (328.677)
Total incurred claims and claims service reserve expenses 78.246,089
Payments:
Claims attributable to insured events of the current year 72,832,499
Claims attributable to insured events of the prior fiscal vears 5.917.892
Total payments 78.750.391
Total unpaid ciaims and claims service reserved
. at end of vear § 5.831.988

RELATED PARTY TRANSACTIONS

To participate in the Trust, dn employer must be a member (either municipal or associate member) of the Maine
Municipal Association and its employees must meet certain eligibility guidelines described in the Trust
agreement. The Trust also contracts with the Maine Municipal Association to serve as plan administrator and
pays Maine Municipal Association a management fee for the services it provides. Total management fees paid
by the Trust to Maine Municipal Association during 2006 amounted to $2,192,505.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Fornry 5500
Schedule H, Line di - Schedule of Assets (Held at End of Year)
Year ended December 31, 2066

tel

Maturity Interest Maturity (e) Current

(a) ssver {b) Description date rate value {d) Cost value
COMMUNITY BANK Certilicate of Deposit L0167 4.450% S G4 000 99,000 05,000
INDYMAC BANK Certificate of Depaosit 12/15/07 4.700% 500,000 500,000 300,000
PARK NATIONAL BANK Certificate of Deposit G1/05/07 4.940% 500,000 500,000 500,000
SECURITY BANK Ceruficate of Deposit 12/19/G7 4.750% 250.000 250,000 250.000
FINANCIAL FSB Certificate of Deposit 02/21/08 5.030% 250,000 250,000 230,000
SEATTLE SAVINGS BANE.  Certificaie of Deposit 02722407 5.040% G000 500,000 500,000
SECURITY BANK Certificate of Deposit 03/08/08 5.100% 500.000 500,000 500,000
BANK OF SALEM Ceruficate of Deposit 03/21/08 3.100% 500,000 300,000 560,000
CORUSBANK Certificate of Deposit 04/11/47 SA30% 300,000 500,000 500,000
BANGOR SAVINGS BANK Certificate of Deposit 0612007 5.250% 500,000 500,000 500,000
FINANCIAL FSB Centificate of Deposit 10/30/07 5.300% 500,000 560,000 500,000
CENTENNIAL BANK Certificaie of Deposit 12/13/G7 5.200% 250,000 250,000 250.000
CENTENNIAL BANK Certificate of Deposit 12415407 5.200% 250,000 250,000 250,000
"FIRST REGIONAL BANK Certificate of Deposit 12728707 3.350% 00,000 S60L000 S00.009
PARK CITIES BANK Certificate of Deposil 12128107 5.350% 500,000 360,000 500,000
IMPERIAL CAFITAL BANK  Certificate of Deposit 12/29/07 5.300% 500,000 500.000 500,000
FHLRE U.8, Gov't Sec. (12/15/07 2.375% 1,000,000 990,920 996,560
FHLB U.S. Gov't Sec. (3/15/07 3.625% 1,000,000 996,500 096,880
FNMA IS, Gov't Sec. 04/15/07 5.250% 500,000 507,050 300,133
FHLB U.S. Gov't See 05/15/07 4.875% 1,006,000 1,039,300 999,060
FHLB U.S. Gov't Sec. 0620007 3.625% 500,000 506237 496,405
FNMA ULS. Gov't Se¢: 07/15/07 4.230% 500000 501,005 497,345
FHLE U8, Gov't See. 09/1407 3.375% 1,000,000 1.002.200 987,500
FNMA U.S. Gov't See 09715107 4.250% 1,000,000 1,001,690 993,130
FHLB U.S. Gov't See. 1019407 4,125% 10D0G000 994,204 991,250
FNMA U.S. Gov'i Sec. 1547 3.250% 1,006,000 964,500 983,130
FNMA U.S. Gov't Sec. 12/15/07 3.125% 1,000,000 1,002,250 950,630
‘FHLB LLS. Gov't See, 01/15/08 3.625% 1,000,000 990,512 984,060
FHLB LS, Gov't Sec. 02/15008 3.875% 500,000 500,000 492,970
FHLB U.8. Gov't Sec. 03/14/08 2.750% 500.000 485.750 486,095
FHLB U.S. Gov't Sec. 04/18/08 4.125% 1,000,000 1,007,540 987,190
FHLE LLS. Gov't Sec. 06/18/08 5.125% 1,000,000 1,000,000 1,000,310
FFCB US. Gov't Sec. 15108 3.375% £.000.000 985,500 975,000
FNMA 11,8, Gov't See. 07/15/08 3.875% 1,000,000 992,390 982,190
US Treas U.S. Gov't Sec. 05/15/08 4.125% 1,400,000 992,188 989,140
FHLB LLS. Gov't Sec) 09/12/08 5.000% 1,000,000 1,003,810 998,750
FNMA - LLS. Gov't Sec. 10/15/08 4.500% 1,000,000 1,000,000 990,940
FHLB U.S. Gov't See. 11/21/08 4.625% 1,000,000 1,000,960 992,500
FHLB LS, Gov't Sec. 12/12/08 4.730% 750.000 748025 746,018
FNMA LS. Gov't Sec. 01/13/09 3.250% 1,000,000 1,019,520 1,004,380
FHLB LS. Gov't Sec.. 03/13/09 4.750% 1,000,600 990.380 994,380
FHLB U8, Gov't See. 0403709 5.230% 1,000,000 999,495 995,940
FHLE U.S. Gov't Sec. 05/04/09 5.250% 1,000,000 1,002,500 1.005.000
US Treas U8, Gov't See., 06/15/09 4.000% 1000000 901,250 U§2,770.
FHLB L8, Gov't Sec. 07/17/09 53715% 306,000 502:380 504,530
FNMA U.S. Gov't Seg. 08/15/409 5.375% 1,000,000 1,015,718 1,009,690
FFCB LLS. Gov'i Sec, 0972200 5.375% 1,000,000 1.000.600 1,009,380
FFCB U.S. Gov't Sec, 1120009 4.850% 1,000,000 1,002,267 995,000
FFCB U.S. Gov't Sec. 12/07/09 4.700% 1,006,000 994,350 984,060
FHLB U.S. Gov't Sec. G3/17/10 4.375% 1000000 987.210 983.130
FHLB LS. Gov't Sec. {6/11/10 5.250% 1,000,000 1005630 1,018,000
FFCB LS. Gov'i See. 07/28/10 5.350% S00.000 501,145 506,230
§  .38,849.000  18.847.878  38.030,718

See independent auditor's report

10
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
Year ended December 31, 2006

(¢) (d)
Cost of Proceeds of
{a) Issuer (b) Deseription Acquisitions Dispesitions

None

See independent auditor's report



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Schedule H, Line 4j - Schedule of Reportable Transactions

Yeuar ended December 31, 2006

{2) tdentity of I"arty

(h) Deseription of assets
{includg interest and
and maturity in case

(¢) Purchase

{(h) Curyent value
of assel en

(d) Selling (¢} Lease (tfy Expense lucurred (g) Cost transaciion (i) Met gain
Tnvoived of 3 loan) price price rental with transaction asset date  or (loss)
None

See independent auditor's report
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MAINE MUNICIPAL EMPLOYEES
HEALTH TRUST

Financial Statements

For the years ended December 31, 2007 and 2006
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Certified Public Accountants and Business Consultants

Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of net assets available for benefits of the Maine Municipal
Employees Health Trust (the Trust) as of December 31, 2007 and 2006 and the related statement of
changes in net assets available for benefits for the year ended December 31, 2007. These financial
statements are the responsibility of the Trust’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

As discussed in the footnotes, for the years ended December 31, 2007 and 2006, the Trust has disclosed
the actuarially determined postretirement benefit obligation initially estimated as of December 31, 2006
which has been updated through December 31, 2007.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplemental schedule of assets (held at end of year), schedule of assets (acquired and
disposed of within year), and schedule of reportable transactions, each for the year ended December 31,
2007, are presented for the purpose of additional analysis and are not a required part of the basic
financial statements but are supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
These supplemental schedules are the responsibility of the Trust’s management. The supplemental
schedules have been subjected to the auditing procedures applied in the audits of the basic financial

statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial status and the changes in financial status of the Trust as of December 31, 2007 and 2006 in
conformity with accounting principles generally accepted in the United States of America.

Ruwngsn Kertwn Ouublctty

May 21, 2008
South Portland, Maine
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Exhibit A
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Net Assets Available for Benefits
December 31, 2007 and 2006
2007 2006
Assets:
Investments at fair value:
Certificates of deposit $ 9,099,000 6,599,000
Corporate bonds 490,040 -
U.S. Government and agency securities 31,344,333 32,031,718
Total investments at fair value 40,933,373 38,630,718
Receivables:
Accounts receivable 277,288 311,185
Accrued interest receivable 844,690 364,956
Reinsurance recoverable 943,893 1,360,639
Total receivables 2,065,871 2,036,780
Prepaid expenses 213,888 19,914
Cash and cash equivalents 20,346,337 12,566,342
Total assets 63,559,469 53,253,754
Liabilities:
Accounts payable (2,124,505)  (1,723,326)
Advance premiums received (1,391,866) (1,655,044)
Claims and administrative service reserve (451,224) (465,031)
Total liabilities (3,967,595)  (3,843,401)
Net assets available for benefits, prior to IBNR (*) $ 59,591,874 49,410,353

See accompanying notes 1o financial statements.

* - see claims incurred but not reported (IBNR) disclosure on page 8
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2007
Additions to net assets attributed to:
Contributions:
Health 89,613,356
Income protection plan 3,501,343
Dental 2,111,745
Long term disability 30,447
Total contributions 95,256,891
Investment income:
Interest income 2,776,539
Net appreciation in fair value of investments 770,456
Total investment income 3,546,995
Total additions 98,803,886
Deductions from net assets attributed to:
Claims paid:
Health 76,621,540
Income protection plan 3,069,092
Dental 1,823,165
Total claims paid 81,513,797
Less recoveries:
Subrogation 348,716
Reinsurance 2,861,447
Total recoveries 3,210,163
Net claims expense 78,303,634
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Exhibit B, Cont.

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits, Continued

Claims related expense:

Reinsurance:
Specific $ 2,139,385
Aggregate 170,000
Premiums remitted - life 431,137
Premiums remitted - LTD 28,804
Network access fees 1,684,905
Utilization review and case management 84,217
Health promotion 167,739
Total claims related expense 4,706,187

Claims service expense:

Income protection plan 311,040
Health - indemnity 399,023
Health - point of service 2,019,179
Dental 133,632
Life 24,716
Other 19,570
Claim service reserve adjustments (10,522)
Total claims service expense 2,896,638

Administrative expense:

Management fees 2,315,281
Professional services:
Legal 35,449
Actuarial 69,739
Consultants 109,401
Trustee expenses:
Insurance 33,322
Meetings 21,979
Administrative expense reserve adjustments (3,285)
Other expenses 134,020
Total administrative expense 2,715,906
Total deductions 88,622,365
Net increase during year 10,181,521
Net assets available for benefits, prior to IBNR:
Net assets, beginning of year 49,410,353
Net assets, end of year S 59,591,874

See accompanying notes to financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements

DESCRIPTION OF TRUST

The following description of the Maine Municipal Employees Health Trust (the Trust) provides only general
information. Participants should refer to the Trust agreement for a complete description of the Trust’s
provisions.

General - The Trust was established in 1982 as a multiple-employer Voluntary Employees’ Beneficiary
Association for the purpose of providing hospital, physician, major medical, short-term disability, Jong-term
disability, dental and life benefits. The Trust began offering services on January 1, 1983. The Trust contracts

with the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee.

The Trust was drafted with the intent to comply with the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory

Opinion from the Department of Labor in June of 2000 to confirm the Trust’s ERISA status, but the Department

of Labor has not yet responded to the request. The Trust will continue to be operated in accordance with ERISA
until its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing to

comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
(MEWA) as of January 1, 2004.

Benefits - The Trust provides health, dental, short-term disability, life, supplemental life, dependent life and long-
term disability benefits to participants in accordance with the contractual agreement entered into by each
participating employer. The life, supplemental life, dependent life and long-term disability programs are fully
insured. The Trust self-insures for the health, dental, and short-term disability benefits it provides, up to
retention limits specified in reinsurance contracts.

Contributions - Contribution levels are determined annually by the Trust's actuary and are paid in accordance
with the contractual agreement entered into by each participating employer. Contributions to the Trust are made
by participating employers and their employees. The portion of the Trust’s estimated cost of providing
postretirement benefits expected to be funded by retiree contributions (net retiree cost as a percentage of gross
total benefit costs) for fiscal 2007 and 2006 is 64.2% and 64.3%, respectively.

An employer group must be a member (either municipal or associate member) of the Maine Municipal
Association to participate in the Trust programs and its employees must meet certain eligibility guidelines
described in the Trust agreement. During 2007, there were 432 employer groups in the health plan; 242 employer
groups in the dental plan; 322 employer groups in the short-term disability plan and 13 employer groups in the
long-term disability program. During 2006, there were 424 employer groups in the health plan; 225 employer

groups in the dental plan; 318 employer groups in the short-term disability plan and 12 employer groups in the
long-term disability program.
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MAINE MUNICIPAL EMPLOYFES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tax Exempt Status - The Trust is exempt from income taxes under Section 501(c)(9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982. Since that
date, the plan has been amended. However, the plan administrator and the plan’s tax counsel believe that the
plan is currently designed and being operated in compliance with the applicable requirements of the Internal
Revenue Code. Therefore, no provision for income taxes has been included in the Trust’s financial statements.

Basis of Accounting - The Trust follows the accrual basis of accounting, and certain pronouncements applicable
to employee benefit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents.

Investments - The Trust invests in a number of financial instruments, including certificates of deposit and U.S.
government and agency securities, none of which are held for trading purposes. The Trust estimates that the fair
value of all financial instruments at December 31, 2007 and 2006 does not differ materially from the aggregate
carrying values of its financial instruments recorded in the accompanying statements of net assets. The estimated
fair value amounts have been determined by quoted market prices.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2007 and 2006.

Advance Preminms Received - This represents deferred revenue from contributions and premiums which has
been received by the Trust but which relates to the next year.

Claims Incurred But Not Reported (IBNR) - Plan obligations at December 31 for health claims incurred by
active participants but not reported at that date, for accumulated eligibility of participants, and for future
disability payments to members considered permanently disabled at December 31 are estimated by the Trust’s
actuary in accordance with accepted actuarial principles. Reserves for health, dental and short-term disability
claims incurred but not reported are estimated by an independent actuary based upon historical claims
experience. Management believes that the reserves are adequate, but the ultimate net cost of settling these
liabilities may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any
adjustments resulting from the settlement of losses will be reflected in the statements of changes in net assets
available for benefits at the time the adjustments are determined.

Postretirement Benefits - The amount reported as the postretirement benefit obligation represents the actuarial
present value of those estimated future benefits that are attributed by the terms of the Trust to employees’ service
rendered to the date of the financial statements, reduced by the actuarial present value of contributions expected
to be received in the future from current Trust participants. To be eligible for postretirement benefits, the
employee must meet the minimum requirement of age 55 with at least 5 years of service at retirement; or be
withdrawing from an employer-sponsored retirement account.

Postretirement benefits include future benefits expected to be paid to or for (1) currently retired or terminated
employees and their spouses and (2) active employees and spouses after retirement from service with their
participating employer. The postretirement benefit obligation represents the amount that is to be funded by
contributions from the Trust’s participating employers and from existing Plan assets. Prior to an active
employee’s full eligibility date, the postretirement benefit obligation is the portion of the expected postretirement
benefit obligation that is attributed to that employee’s service rendered to the valuation date.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

The actuarial present value of the expected postretirement benefit obligation is determined by an actuary and is
the amount that results from applying actuarial assumptions to historical claims-cost data to estimate future
annua) incurred claims costs per participant and to adjust such estimates for the time value of money (through
discounts for interest) and the probability of payment (by means of decrements such as those for death, disability,
withdrawal, or retirement) between the valuation date and the expected date of payment.

For measurement purposes a 9.5% annual rate of increase in the per capita cost of covered health care benefits
was assumed for 2007; the rate was assumed to decrease gradually to 5.0% for 2014 and to remain at that level
thereafter. The actuary assumed an average per capita cost for all ages. Effectively this assumes that the average
age of pre 65 and post 65 retirees does not vary significantly over time.

The following were other significant assumptions used in the valuation as of December 31, 2007 and 2006.

Weighted-average discount rate: 6.6% and 6.0% for 2007 and 2006, respectively.
Average retirement age: varies, based upon the December 2006 plan census as well as actuarial judgment.
Mortality: RP-2000 White & Blue Collar Mortality Tables by male and female projected to 2010.

The foregoing assumptions are based on the presumption that the Trust will continue. Were the Trust to
terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial
present value of the postretirement benefit obligation.

Claims and Administrative Service Reserves - These reserves are for the cost to process and administer claims
incurred but not reported and are estimated by an independent actuary based upon historical expense experience.
Management believes that the reserves are adequate, but the ultimate net cost of settling this liability may vary
from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured losses as liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums
ceded to reinsurers during 2007 and 2006 were $2,309,385 and $2,983,504, respectively.

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. The significant estimates utilized in the preparation of the financial statements relate to claims
incurred but not reported, claims and administrative service reserves, and the post-retirement benefits liability.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA) and money market
instruments and consist of the following at December 31:

2007 2006
CMA - deposit account $ 1,347 780,379
CMA - mutual fund investment sweep 8,785,974 6,799,375
Money market mutual fund 9,559,016 2,986,588
Money market account 2.000.000 2.000.000
Totals $ 20,346,337 12,566,342

The CMA - deposit account balances of $1,347 and $780,379 for December 31, 2007 and 2006, respectively,
consist of checks deposited but not yet available for transfer.

Funds in the CMA - deposit account are insured by FDIC up to $100,000. Any balance in this account in excess
of the $100,000 FDIC insured limit is considered uninsured and uncollateralized and subject to custodial credit
risk. The CMA - mutual fund investment sweep and the money market mutual fund are mutual funds outside the
bank, invested in short term government securities. These funds are uninsured and uncollateralized, and subject
to custodial credit risk. The money market account is held in a separate financial institution. This account is
insured by FDIC up to $100,000 and is secured by a bond issued by an insurance company.

At December 31, 2007, investiment balances were as follows:

2007 2006
Certificates of deposit* $ 9,099,000 6,599,000
Corporate bonds 490,040 -
U.S. Government securities 31.344.333 32.031.718
Totals $ 40,933,373 38.630,718

The 2007 securities mature in various amounts during 2008 through 2009. The 2006 securities mature in various
amounts during 2007 through 2009.

* Of the certificate of deposit bank balances on December 31, 2007 and 2006, $2,199,000 and $1,599,000,
respectively, were covered by federal depository insurance; the remainder is uninsured and uncollateralized.

NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the year ended December 31, 2007 and 2006 by type of investment was as

follows. Such amounts are included in investment income in the statement of changes in net assets available for
benefits.

007 2006

Corporate bonds § (9,960) -
U.S. Government Securities 780.416 149.478
Totals $ 770.456 149,478
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

BENEFIT OBLIGATIONS

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience. The initial actuarially determined
postretirement benefit obligation was performed as of December 31, 2006 and has been updated through

December 31, 2007. Benefit obligations as of December 31, 2007 and 2006 and changes in benefit obligations
are disclosed in the following tables.

Statement of Benefit Obligations

007 2006
Claims incurred but not reported, amounts currently payable:
Health $ 5,284,242 4,664,141
Income protection plan 827,647 732,348
Dental 50,847 55.178
— Total claims incurred but not reported $ 6,162,736 5.431.667
Postretirement benefit obligations, net of amounts
currently payable:
Medical:
Retired participants 42,102,511 47,819,155
Other participants fully eligible for benefits 26,115,996 28,642,487
Participants not yet fully eligible for benefits 32,327,161 32,461,856
Life insurance 2.568.697 2.702.179
Total postretirement benefit obligations 103.114.365 111.625.677
Lotal benefit obligations $ 109.277.101 117.057.344
Statement of Changes in Benefit Obligations
Claims incurred but not reported, beginning of year $ 5,431,667 5,961,786
Claims reported and approved for payment, including
benefits reclassified from benefit obligations 82,244 866 78,220,272
Claims paid (81.513.797) __ (78.750.391)
Claims incurred but not reported. end of year 6,162,736 5.431.667
Postretirement benefit obligations, net of amounts
currently payable:
Balance at end of year 103.114.365 111.625.677
['otal benefit obligations at end of vear $ 109.277.101 117.057.344

The health care cost-trend rate assumption has a significant effect on the amounts reported. If the assumed rates
increased by one percentage point each year, that would increase the obligation as of December 31, 2007 by
$16,630,314 or 16.5%,; and the obligation as of December 31, 2006 by $17,860,818 or 16.4%.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

AM. BEST RATINGS

Reinsurance was provided by the Hartford Life Insurance Company which has an A.M. Best rating of A+

(superior), VIII. The life insurance was provided by Prudential Life Insurance which has an A.M. Best rating of
A+ (superior), XV.

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the year ended December 31:

2007 2006
Unpaid claims and claims service reserved at beginning of year 5.831,988 6.336.290
Incurred claims and claims service reserve expense:
Provision for incurred events of the current year 83,037,852 78,574,766
Decreases in provision for insured events of prior fiscal years (742.083) (328.677)
Total incurred claims and claims service reserve expenses 82,295,769 78,246,089
Payments:
Claims attributable to insured events of the current year 76,509,960 72,832,499
Claims attributable to insured events of the prior fiscal years 5.003.837 5.917.892
Total payments 81,513,797 78,750,391
Total unpaid claims and claims service reserved
at end of vear $6.613.960 5,831,988

RELATED PARTY TRANSACTIONS

To participate in the Trust, an employer must be a member (either municipal or associate member) of the Maine
Municipal Association and its employees must meet certain eligibility guidelines described in the Trust
agreement. The Trust also contracts with the Maine Municipal Association to serve as plan administrator and
pays Maine Municipal Association a management fee for the services it provides. Total management fees paid

by the Trust to Maine Municipal Association during 2007 and 2006 amounted to $2,315,281 and $2,192,505,
respectively.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Held at End of Year)

December 31, 2007
(b) Xdentification of issue, borrower,  (c) Description of investment including maturity (¢) Current
(a)  lessor or similar party date, rate of interest, collateral, par or maturity values (d) Cost value

FINANCIAL FSB Certificate of Deposit, 2/21/08, 5.03% by 250,000 250,000
SECURITY BANK Certificate of Deposit, 3/8/08, 5.1% 500,000 500,000
FIRST REGIONAL BANK Certificate of Deposit, 12/28/07, 5.35% 500,000 500,000
IMPERIAL CAPITAL BANK Certificate of Deposit, 12/29/07, 5.3% 500,000 500,000
GULF COAST COMMUNITY BANK  Certificate of Deposit, 3/7/08, 5.3% 500,000 500,000
MAINE SAVINGS FEDERAL CU Certificate of Deposit, 3/23/08, 5.21% 500,600 500,000
CORUSBANK Certificate of Deposit, 4/11/08, 5.24% 500,000 500,000
ADVANTA BANK CORP Certificate of Deposit, 5/7/09, 5.25% 250,000 250,000
CROWN BANK Certificate of Deposit, 5/8/08, 5.3% 500,000 500,000
NORTH HOUSTON BANK. Certificate of Deposit, 5/7/08, 5.25% 500,000 500,000
INDYMAC BANK. Certificate of Deposit, 3/7/08, 5.401% 500,000 500,000
PARK NATIONAL BANK Certificate of Deposit, 7/7/08, 5.25% 500,000 500,000
UNITED BANK & TRUST Certificate of Deposit, 8/21/08, 4.86% 500,000 500,000
MERCANTILE TRUST & SAVINGS  Certificate of Deposit, 8/21/08, 5.22% 500,000 500,000
ADVANTA BANK Certificate of Deposit, 8/21/08, 5.4% 250,000 250,000
SEATTLE SAVINGS BANK Certificate of Deposit, 2/17/08, 5.35% 500,000 500,000
FINANCIAL FSB Certificate of Deposit, 10/29/09, 4.656% 500,000 500,000
COMMUNITY BANK Certificate of Deposit, 10/31/08, 4.85% 99,000 99,000
FIRST FEDERAL BANK Certificate of Deposit, 12/11/08, 4.7% 250,000 250,000
CENTENNIAL BANK Certificate of Deposit, 12/13/08, 4.7% 250,000 250,000
CENTENNIAL BANK Certificate of Deposit, 12/15/08, 4.75% 250,000 250,000
FRONTIER BANK Certificate of Deposit, 3/21/08, 5.1% 500,000 500,000
SLM CORP Corporate Bond, 3/15/10, FL RT% 500,000 490,040
FHLB U.S. Gov't Sec., 1/15/08, 3.625% 990,512 999,690
FHLB U.S. Gov't Sec., 2/15/08, 3.875% 500,000 499,530
FHLB U.S. Gov't Sec., 3/14/08, 2.75% 485,750 498,125
FHLB U.S. Gov't Sec., 4/18/08, 4.125% 1,007,540 998,750
FHLB U.S. Gov't Sec., 6/18/08, 5.125% 1,000,000 1,002,810
FFCB U.S. Gov't Sec., 7/15/08, 3.375% 985,500 994,690
FNMA U.S. Gov't Sec., 7/15/08, 3.875% 992,390 998,750
US Treas U.S. Gov't Sec., 8/15/08, 4.125% 992,188 1,004,220
FHLB U.S. Gov't Sec., 9/12/08, 5% 1,002,300 1,050,310
FNMA US. Gov't Sec., 10/15/08, 4.5% 1,000,000 1,003,130
FHLB U.S. Gov't Sec., 11/21/08, 4.625% 1,000,960 1,004,380
FHLB U.S. Gov't Sec., 12/12/08, 4.75% 754,025 754,688
FNMA U.S. Gov't Sec., 1/15/09, 5.25% 1,019,520 1,012,810
FHLB U.S. Gov't Sec., 2/13/09, 5.75% 1,016,060 1,019,690
FHLB U.S. Gov't Sec., 3/13/09, 4.75% 990,380 1,010,310
FFCB U.S. Gov't Sec., 5/4/09, 5.25% 1,002,500 1,019,380
US Treas U.S. Gov't Sec., 6/15/09, 4% 991,250 1,013,050
FHLB U.S. Gov't Sec., 7/17/09, 5.375% 502,380 513,125
FNMA U.S. Gov't Sec., 8/15/09, 5.375% 1,015,718 1,027,500
FFCB U.S. Gov't Sec., 9/22/09, 5.375% 1,000,000 1,029,380
FFCB U.S Gov't Sec., 10/23/09, 5% 500,600 512,345
FFCB U.S. Gov't Sec., 10/27/09, 4.82% 499,245 510,780
FFCB U.S. Gov't Sec., 11/20/09, 4.85% 1,002,267 1,022,190
FFCB U.S. Gov't Sec., 1/11/10, 4.92% 1,506,685 1,539,375
FHLB U.S. Gov't Sec., 3/17/10, 4.375% 987,210 1,017,190
FHLB US. Gov't Sec., 5/14/10, 4.875% 994,700 1,028,750
FHLB U.S. Gov't Sec., 6/11/10, 5.25% 1,005,636 1,038,130
FFCB U.S. Gov't Sec., 7/28/10, 5.35% 501,145 521,095
FFCB U.S. Gov't Sec., 9/13/10, 5.25% 1,001,560 1,039,380
FHLB U.S. Gov't Sec., 3/10/11, 5.25% 1,003,810 1,005,000
FHLB US. Gov't Sec., 3/11/11, 4.875% 504,720 518,280
FHLB U.S. Gov't Sec., 3/11/11, 5% 992,330 1,040,310
FNMA U.S. Gov't Sec., 4/15/11, 5.125% 996,320 1,045,000
FFCB U.S. Gov't Sec., 7/18/11, 5.375% 1,013,300 1,052,190
$ 40,357,501 40,933,373

See independent auditor's report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plap Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
December 31, 2007

(c) (d)
(a) Identity of issue, borrower, lessor, (b) Description of investment including maturity Cost of Proceeds of
or similar party date, rate of interest, collateral, par or maturity values Acquisitions Dispositions

None

See independent auditor's report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4j - Schedule of Reportable Transactions

December 31, 2007
(b) Description of assets
(include interest and (h) Current value
(a) Identity of Party and maturity in case (¢) Purchase (d) Selling (e) Lease (f) Expense incurred (g) Cost of asset on (i) Net gain
Involved of a loan) price price rental with transaction asset transaction date or (loss)
None
See independent auditor's report
12
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MAINE MUNICIPAL EMPLOYEES HEALTH
TRUST
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Certified Public Accountants and Business Consuitants

Independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of net assets available for benefits of the Maine
Municipal Employees Health Trust (the Trust) as of December 31, 2008 and 2007 and the related
statement of changes in net assets available for benefits for the year ended December 31, 2008. These
financial statements are the responsibility of the Trust’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
. about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial status of the Trust as of December 31, 2008 and 2007, and the changes in its financial status

for the year ended December 31, 2008, in conformity with accounting principles generally accepted in
the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedule of assets (held at end of year), schedule of assets
(acquired and disposed of within year), and schedule of reportable transactions, each for the year
ended December 31, 2008, are presented for the purpose of additional analysis and are not a required
part of the basic financial statements but are supplementary information required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income
Security Act of 1974. These supplemental schedules are the responsibility of the Trust's management.
The supplemental schedules have been subjected to the auditing procedures applied in the audits of the
basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

@m Wocrdowe Orectlate

May 20, 2009
South Portland, Maine
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MAINE MUNICIPAL EMIPLOYEES HEALTH TRUST
Notes to Financial Statements

DESCRIPTION OF TRUST

The following description of the Maine Municipal Employees Health Trust (the Trust) provides only general
information. Participants should refer to the Trust agreement for a complete description of the Trust’s
provisions.

General - The Trust was established in 1982 as a multiple-employer Voluntary Employees’ Beneficiary
Association for the purpose of providing hospital, physician, major medical, short-term disability, long-term
disability, dental and life benefits. The Trust began offering services on January 1, 1983. The Trust contracts with
the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee.

The Trust was drafted with the intent to comply with the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust’s ERISA status, but the Department
of Labor has not yet responded to the request. The Trust will continue to be operated in accordance with ERISA
until its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing to
comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
(MEWA) as of January 1, 2004.

Benefits - The Trust provides health, dental, short-term disability, life, supplemental life, dependent life and
long-term disability benefits to participants in accordance with the contractual agreement entered into by each
participating employer. The life, supplemental life, dependent life and long-term disability programs are fully
insured. The Trust self-insures for the health, dental, and short-term disability benefits it provides, up to
retention limits specified in reinsurance contracts.

Contributions - Contribution levels are determined annually by the Trust's actuary and are paid in accordance
with the contractual agreement entered into by each participating employer. Contributions to the Trust are
made by participating employers and their employees. The portion of the Trust’s estimated cost of providing
postretirement benefits expected to be funded by retiree contributions (net retiree contributions as a
percentage of gross total benefit costs) for fiscal 2008 and 2007 is 68.7% and 67.7%, respectively.

An employer group must be a member (either municipal or associate member) of the Maine Municipal
Association to participate in the Trust programs and its employees must meet certain eligibility guidelines
described in the Trust agreement. During 2008, there were 446 employer groups in the health plan; 248
employer groups in the dental plan; 300 employer groups in the short-term disability plan and 10 employer
groups in the long-term disability program. During 2007, there were 432 employer groups in the health plan;
242 employer groups in the dental plan; 322 employer groups in the short-term disability plan and 13 employer
groups in the long-term disability program.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tax Exempt Status - The Trust is exempt from income taxes under Section 501{c)(9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982. Since that
date, the Trust has been amended. However, the Trust administrator and the Trust's tax counsel believe that
the Trust is currently designed and being operated in compliance with the applicable requirements of the
Internal Revenue Code. Therefore, no provision for income taxes has been included in the Trust’s financial
statements.

Basis of Accounting - The Trust follows the accrual basis of accounting, and certain pronouncements applicable
to employee benefit plans.

Cash and Cash Equivalents - The Trust considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents.

Investments - The Trust invests in a number of financial instruments, including certificates of deposit and U.S.
government and agency securities, none of which are held for trading purposes. The Trust estimates that the
fair value of all financial instruments at December 31, 2008 and 2007 does not differ materially from the
aggregate carrying values of its financial instruments recorded in the accompanying statements of net assets.
The estimated fair value amounts have been determined by quoted market prices.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2008 and 2007.

Advance Premiums Received - This represents deferred revenue from contributions and premiums which has
been received by the Trust but which relates to the next year.

Claims Incurred But Not Reported (IBNR) - Plan obligations at December 31 for health claims incurred by active
participants but not reported at that date, for accumulated eligibility of participants, and for future disability
payments to members considered permanently disabled at December 31, are estimated by the Trust’s actuary
in accordance with accepted actuarial principles. Reserves for health, dental and short-term disability claims
incurred but not reported are estimated by an independent actuary based upon historical claims experience.
Management believes that the reserves are adequate, but the ultimate net cost of settling these liabilities may
vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments resulting
from the settlement of losses will be reflected in the statements of changes in net assets available for benefits
at the time the adjustments are determined.

Postretirement Benefits - The amount reported as the postretirement benefit obligation represents the
actuarial present value of those estimated future benefits that are attributed by the terms of the Trust to
employees’ service rendered to the date of the financial statements, reduced by the actuarial present value of
contributions expected to be received in the future from current retirees and current active participants when
they retire. To be eligible for postretirement benefits, the employee must meet the minimum requirement of
age 55 with at least 5 years of service at retirement; or be withdrawing from an employer-sponsored retirement
account.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Postretirement benefits include future benefits expected to be paid to or for {1) currently retired or terminated
employees and their spouses and (2) active employees and spouses after retirement from service with their
participating employer. The postretirement benefit obligation represents the amount that is to be funded by
contributions from the Trust’s participating employers and from existing Plan assets. Prior to an active
employee’s full eligibility date, the postretirement benefit obligation is the portion of the expected
postretirement benefit obligation that is attributed to that employee’s service rendered to the valuation date.

The actuarial present value of the expected postretirement benefit obligation is determined by an actuary and
is the amount that results from applying actuarial assumptions to historical claims-cost data to estimate future
annual incurred claims costs per participant and to adjust such estimates for the time value of money (through
discounts for interest) and the probability of payment (by means of decrements such as those for death,
disability, withdrawal, or retirement) between the valuation date and the expected date of payment.

For measurement purposes a 9.5% annual rate of increase in the per capita cost of covered health care benefits
was assumed for 2008; the rate was assumed to decrease gradually to 5.0% for 2015 and to remain at that level
thereafter. The actuary assumed an average per capita cost for all ages. Effectively this assumes that the
average ages of pre 65 and post 65 retirees do not vary significantly over time.

The following were other significant assumptions used in the valuation as of December 31, 2008 and 2007.

Weighted-average discount rate: 6.0% and 6.6% for 2008 and 2007, respectively.
Average retirement age: varies, based upon the December 2006 plan census as well as actuarial judgment.
Mortality: RP-2000 White & Blue Collar Mortality Tables by male and female projected to 2010.

The foregoing assumptions are based on the presumption that the Trust will continue. Were the Trust to
terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial
present value of the postretirement benefit obligation.

Claims and Administrative Service Reserves - These reserves are for the cost to process and administer claims
incurred but not reported and are estimated by an independent actuary based upon historical expense
experience. Management believes that the reserves are adequate, but the ultimate net cost of settling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured losses as liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums
ceded to reinsurers during 2008 and 2007 were $2,394,954 and $2,309,385, respectively.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, benefit obligations and changes therein, IBNR, and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates. The significant estimates utilized in
the preparation of the financial statements relate to claims incurred but not reported, claims and administrative
service reserves, and the post-retirement benefits liability.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents are composed of cash management accounts {CMA) and money market instruments
and consist of the following at December 31:

2008 2007
CMA - deposit account S - 1,347
CMA - mutual fund investment sweep 5,367,181 8,785,974
Money market mutual fund 9,235,425 9,559,016
Money market account 2,000,000 2,000,000
Totals 16,602,606 20,346,337

The CMA - deposit account balances of $ - and $1,347 for December 31, 2008 and 2007, respectively, consist of
checks deposited but not yet available for transfer.

Funds in the CMA - deposit account are insured by FDIC up to $250,000 and $100,000 at December 31, 2008
and 2007, respectively. Any balance in this account in excess of the FDIC insured limit is considered uninsured
and uncollateralized and subject to custodial credit risk. The CMA - mutual fund investment sweep and the
money market mutual fund are mutual funds outside the bank, invested in short term government securities.
These funds are uninsured and uncollateralized, and subject to custodial credit risk. The money market account
is held in a separate financial institution. This account is insured by FDIC up to the respective amounts noted
above and is secured by a bond issued by an insurance company.

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

In accordance with Statement of Financial Accounting Standards No. 157, Fair Value Measurements, the Trust is
required to disclose, for its assets and liabilities measured at fair value on a recurring basis, the inputs used to
determine those fair value measurements.

Level 1: Level 1 inputs are quoted prices in active markets for identical assets and liabilities that an entity has
the ability to access at a measurement date. Level 2: Level 2 inputs are inputs other than quoted prices that are
observable for the specific asset or liability, either directly or indirectly. Level 3: Level 3 inputs are unobservable
inputs for the asset or liability in which little or no market activity is available for the asset or liability at the
measurement date. All assets of the Trust, measured at fair value, were measured using level 1 inputs.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS, CONTINUED

Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant Other Significant

Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
12/31/08 (Level 1) (Level 2) (Level 3)
Certificates of deposit S 3,799,000 3,799,000 - -
Corporate bonds 418,780 418,780
U.S. Government securities 45,048,145 45,048,145 - -
Totals $ 49,265,925 49,265,925 - -

Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant Other Significant

Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
12/31/07 (Level 1) (Level 2) {Level 3)
Certificates of deposit $ 9,099,000 9,099,000 - -
Corporate bonds 490,040 490,040
U.S. Government securities 31,344,333 31,344,333 - -
Totals $ 40,933,373 40,933,373 - -

INVESTMENTS

At December 31, 2008, investment balances were as follows:

2008 2007
Certificates of deposit* $ 3,799,000 9,099,000
Corporate bonds 418,780 490,040
U.S. Government securities 45,048,145 31,344,333
Totals S 49,265,925 40,933,373

The 2008 securities mature in various amounts during 2009 through 2010. The 2007 securities mature in
various amounts during 2008 through 2009.

There were no individual investments with a fair value representing 5% or more of net assets available for
benefits as of December 31, 2008 and 2007.

* Of the certificates of deposit bank balances on December 31, 2008 and 2007, $3,299,000 and $2,199,000,
respectively, were covered by federal depository insurance or collateralized with U.S. Government Securities;
the remainder is uninsured and uncollateralized.
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NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the years ended December 31, 2008 and 2007 by type of investment was
as follows. Such amounts are included in investment income in the statement of changes in net assets available
for benefits.

2008 2007
Corporate bonds S (81,220) (9,960)
U.S. Government Securities 1,119,378 780,416
Totals $1,038,158 770,456

BENEFIT OBLIGATIONS

Statement of Benefit Obligations

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liabilities for claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience. The initial actuarially determined
postretirement benefit obligation was performed as of December 31, 2006 and has been updated through
December 31, 2008. Benefit obligations as of December 31, 2008 and 2007 and changes in benefit obligations
are disclosed in the following tables.

2008 2007
Claims incurred but not reported, net of amounts currently payable:
Health S 4,214,633 5,284,242
Income protection plan 737,795 827,647
Dental 57,958 50,847
Total claims incurred but not reported S 5,010,386 6,162,736
Postretirement benefit obligations, net of amounts
currently payable:
Medical:
Retired participants 41,479,536 42,102,511
Other participants fully eligible for benefits 28,512,417 26,115,996
Participants not yet fully eligible for benefits 44,442,043 32,327,161
Life insurance 2,866,015 2,568,697
Total postretirement benefit obligations 117,300,011 103,114,365
Total benefit obligations S 122,310,379 109,277,101
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

BENEFIT OBLIGATIONS, CONTINUED

Statement of Changes in Benefit Obligations

2008 2007
Claims incurred but not reported, beginning of year S 6,162,736 5,431,667
Claims reported and approved for payment, including
benefits reclassified from benefit obligations 87,287,493 82,244,866
Claims paid (88,439,843) (81,513,797)
Claims incurred but not reported, end of year 5,010,386 6,162,736
Postretirement benefit obligations, net of amounts
currently payable:
Balance at end of year 117,300,011 103,114,365
Total benefit obligations at end of year S 122,310,379 109,277,101

The health care cost-trend rate assumption has a significant effect on the amounts reported. If the assumed
rates increased by one percentage point each year, that would increase the obligation as of December 31, 2008
by $21,257,911 or 18.6%; and the obligation as of December 31, 2007 by 516,630,314 or 16.5%

A.M. BEST RATINGS

Reinsurance was provided by the Sun Life Assurance Company which has an A.M. Best rating of A+ (superior),

XV. The life insurance was provided by Prudential Life Insurance which has an A.M. Best rating of A+ (superior),
XV.

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the year ended December 31:

2008 2007
Unpaid claims and claims service reserved at beginning of year S 6,613,960 5,831,988
Incurred claims and claims service reserve expense:
Provision for incurred events of the current year 87,884,870 83,037,852
Decreases in provision for insured events of prior fiscal years (684,189) (742,083)
Total incurred claims and claims service reserve expenses 87,200,681 82,295,769
Payments:
Claims attributable to insured events of the current year 82,459,141 76,509,960
Claims attributable to insured events of the prior fiscal years 5,980,702 5,003,837
Total payments 88,439,843 81,513,797
Total unpaid claims and claims service reserved
at end of year 5,374,798 _ 6,613,960

10
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

TRANSACTIONS WITH PARTIES IN INTEREST

To participate in the Trust, an employer must be a member (either municipal or associate member) of the
Maine Municipal Association and its employees must meet certain eligibility guidelines described in the Trust
agreement. The Trust also contracts with the Maine Municipal Association to serve as plan administrator and
pays Maine Municipal Association a management fee for the services it provides. Total management fees paid

by the Trust to Maine Municipal Association during 2008 and 2007 amounted to $2,400,511 and $2,315,281,
respectively.

TERMINATION OF THE TRUST

Under certain conditions, the Trust may be terminated. Upon termination, the assets then remaining shall be

subject to applicable provisions of the Trust then in effect and shall be used until exhausted to pay benefits to
employees.

RISKS AND UNCERTAINTIES

The actuarial present value of benefit obligations is reported based on certain assumptions pertaining to
interest rates, claims data, and employee demographics, all of which are subject to change. Due to uncertainties
inherent in the estimations and assumptions process, it is at least reasonably possible that changes in these
estimates and assumptions in the near term would be material to the financial statements.

11
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Exhibit A
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Net Assets Available for Benefits
December 31, 2008 and 2007
2008 2007
Assets:

Investments at fair value:
Certificates of deposit S 3,799,000 9,099,000
Corporate bonds 418,780 490,040
U.S. Government and agency securities 45,048,145 31,344,333
Total investments at fair value 49,265,925 40,933,373

Receivables:
Accounts receivable 9,322 277,288
Accrued interest receivable 492,564 844,690
Reinsurance recoverable 791,453 943,893
Total receivables 1,293,339 2,065,871
Prepaid expenses 18,171 213,888
Cash and cash equivalents 16,602,606 20,346,337
Total assets 67,180,041 63,559,469
Liabilities:

Accounts payable (3,606,012) (2,124,505)
Advance premiums received (2,144,653) (1,391,866)
Claims and administrative service reserve (364,414) (451,224)
Total liabilities (6,115,079) (3,967,595)
Net assets available for benefits, prior to IBNR (*) S 61,064,962 59,591,874

See accompanying notes to financial statements.

* - see claims incurred but not reported (IBNR) disclosure on page 9
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits
Year Ended December 31, 2008
Additions to net assets attributed to:
Contributions:
Health 90,886,927
Income protection plan 3,712,345
Dental 2,282,733
Long term disability 38,173
Total contributions 96,920,178
Investment income:
Interest income 2,332,507
Net appreciation in fair value of investments 1,038,158
Total investment income 3,370,665
Total additions 100,290,843
Deductions from net assets attributed to:
Claims paid:
Health 83,312,947
income protection plan 3,175,830
Dental 1,951,066
Total claims paid 88,439,843
Less recoveries:
Subrogation 355,192
Reinsurance 1,278,889
Total recoveries 1,634,081
Net claims expense 86,805,762
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Exhibit B, Cont.

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits, Continued

Claims related expense:
Reinsurance:

Specific 2,394,954
Aggregate -
Dirigo health - savings offset payment 1,361,428
Premiums remitted - life 444,743
Premiums remitted - LTD 36,760
Network access fees 1,677,115
Utilization review and case management 49,870
Health promotion 171,761
Total claims related expense 6,136,631
Claims service expense:
Income protection plan 317,873
Health - indemnity 343,170
Health - point of service 2,250,250
Dental 142,785
Life 25,314
Other 15,653
Claim service reserve adjustments (45,271)
Total claims service expense 3,049,774
Administrative expense:
Management fees 2,400,511
Professional services:
Legal 41,519
Actuarial 55,007
Consultants 150,600
Trustee expenses:
Insurance 31,749
Meetings 28,347
Administrative expense reserve adjustments (41,539)
Other expenses 159,394
Total administrative expense 2,825,588
Total deductions 98,817,755
Changes in net assets available for benefits, prior to IBNR 1,473,088
Net assets available for benefits, prior to IBNR:
Net assets, beginning of year 59,591,874
Net assets, end of year 61,064,962

See accompanying notes to financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Held at End of Year)

December 31, 2008
{b) 1dentification of issue, borrower, (c) Description of investment including maturity {e) Current
{a) lessor or similar party date, rate of interest, collateral, par or maturity values {d) Cost value

ADVANTA BANK Certificate of Deposit, 5/6/09, 5.25% § 250,000 250,000
PARK NATIONAL BANK Certificate of Deposit, 7/7/09, 3.5% 100,000 100,000
CITIZENS BANK Certificate of Deposit, 7/16/09, 3% 400,000 400,000
FIRST TRADE UNION BANK Certificate of Deposit, 7/28/09, 3.25% 250,000 250,000
FINANCIAL FSB Certificate of Deposit, 10/29/09, 4.65% 500,000 500,000
COMMUNITY BANK Certificate of Deposit, 11/2/09, 4.2% 99,000 99,000
CENTENNIAL BANK Certificate of Deposit, 12/31/09, 2.5% 250,000 250,000
CITIZENS BANK Certificate of Deposit, 5/7/10, 2.83% 100,000 100,000
CITIZENS BANK Certificate of Deposit, 8/6/10, 3.24% 500,000 500,000
ADVANTA BANK Certificate of Deposit, 8/21/10, 4.1% 250,000 250,000
MERCANTILE TRUST & SB Certificate of Deposit, 8/21/10, 4.1% 100,000 100,000
BANGOR SB CDARS Certificate of Deposit, 6/4/09, 2.85% 1,000,000 1,000,000
SLMA Corporate Bond, 3/15/10, 2.91% 500,000 418,780
FNMA U.S. Gov't Sec., 1/15/09, 5.25% 1,000,261 1,001,880
FHB U.S. Gov't Sec., 1/20/09, 2.29% 1,997,511 2,000,000
FHLB U.S. Gov't Sec., 2/13/08, 5.75% 1,001,354 1,006,250
FNMA U.S. Gov't Sec., 2/17/09, 2.41% 996,867 1,000,000
FHLB U.S. Gov't Sec., 3/13/09, 4.75% 999,347 1,008,750
FFCB U.S. Gov't Sec., 5/4/09, 5.25% 1,000,290 1,016,560
US TREASURY U.S. Gov't Sec., 6/15/08, 4% 998,850 1,016,950
FHB U.S. Gov't Sec., 6/26/08, 2.78% 986,725 998,500
FHLB U.S. Gov't Sec., 7/17/08, 5.375% 500,434 513,280
FNMA U.S. Gov't Sec., 8/15/09, 0.05375 1,003,405 1,030,000
FFCB U.S. Gov't Sec., 9/22/09, 5.375% 1,000,000 1,034,690
FFCB U.S. Gov't Sec., 10/23/09, 5% 500,175 517,655
FFCB U.S. Gov't Sec., 10/27/09, 4.82% 499,778 517,190
FFCB U.S. Gov't Sec., 11/20/09, 4.85% 1,000,671 1,036,560
FFCB U.S. Gov't Sec., 1/11/10, 4.92% 1,000,835 1,042,810
FFCB U.S. Gov't Sec., 1/11/10, 4.92% 501,918 521,405
FHLB U.S. Gov't Sec., 1/15/10, 3.875% 504,780 516,250
FNMA U.S. Gov't Sec., 2/15/10, 3.875% 1,006,749 1,033,130
FHLB U.S. Gov't Sec., 3/17/10, 4.375% 995,533 1,043,130
FNMA U.S. Gov't Sec., 4/9/10, 2.5% 995,972 1,016,880
FNMA U.S. Gov't Sec., 4/9/10, 2.5% 989,973 1,016,880
FHLB 1.S. Gov't Sec., 5/14/10, 4.875% 997,540 1,054,690
FHLB U.S. Gov't Sec., 6/11/10,5.25% 1,002,150 1,062,500
FHLB U.S. Gov't Sec., 7/16/10, 3.5% 1,005,980 1,031,560
FFCB U.S. Gov't Sec., 7/28/10, 5.35% 500,448 534,220
FNMA U.S. Gov't Sec., 8/15/10, 5.35% 1,021,419 1,051,880
FFCB U.S. Gov't Sec., 9/13/10, 5.25% 1,000,814 1,068,750
FHLB US. Gov't Sec., 10/20/10, 3.375% 1,003,428 1,040,000
FHLB U.S. Gov't Sec., 12/10/10, 3.875% 1,023,447 1,049,690
FHLB U.S. Gov't Sec., 2/18/11, 4.625% 1,043,640 1,070,000
FHLB U.S. Gov't Sec., 3/11/11, 5% 855,400 1,074,380
FHLB U.S. Gov't Sec., 3/11/11, 4.875% 502,952 538,750
FNMA U.S. Gov't Sec., 4/15/11, 5.125% 997,812 1,081,560
FNMA U.S. Gov't Sec., 5/19/11, 3.375% 992,440 1,050,940
FHLB U.S. Gov't Sec., 5/20/11, 2.625% 490,639 511,405
FHLB U.S. Gov't Sec., 6/10/11, 5.25% 1,001,399 1,094,690
FHLB U.S. Gov't Sec., 6/24/11, 3.375% 459,511 523,280
FHLB U.S. Gov't Sec., 7/11/11, 3.625% 501,970 528,280
FFCB U.S. Gov't Sec., 7/18/11, 5.375% 1,008,538 1,096,560
FHLB U.S. Gov't Sec., 8/19/11, 5.375% 1,047,694 1,098,750
FNMA U.S. Gov't Sec., 10/15/11, 5% 1,036,068 1,092,500
FHLB U.S. Gov't Sec., 11/18/11, 4.875% 2,108,903 2,183,760
FFCB U.S. Gov't Sec., 11/21/11, 3.2% 1,000,000 1,045,940
FNMA U.S. Gov't Sec., 2/16/12, 5% 1,038,805 1,097,190
FNMA U.S. Gov't Sec., 5/18/12, 4.875% 1,045,201 1,088,060
FNMA U.S. Gov't Sec., 5/18/12, 4.875% 1,022,841 1,089,060

S 47,669,467 49,265,925

See independent auditor's report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Pian Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)

December 31, 2008
{c) {d)
(a) Identity of issue, borrower, lessor, (b) Description of investment including maturity Cost of Proceeds of
or similar party date, rate of interest, collateral, par or maturity values Acquisitions  Dispositions

None

See independent auditor's report

13



MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676

Schedule to Form 5500

Schedule H, Line 4j - Schedule of Reportable Transactions

December 31, 2008

(b) Description of assets
(include interest and

(h) Current value

(a) Identity of Party and maturity in case {c) Purchase  (d) Selling (e) Lease {f) Expense incurred {(g) Cost of asset on (i) Net gain
Involved of a loan) price price rental with transaction asset transaction date or (loss)
None
See independent auditor’s report
14
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’Kersgaen
Ouellette

Certified Publlc Accountants and Business Consultants

independent Auditor’s Report

To the Board of Trustees
Maine Municipal Employees Health Trust:

We have audited the accompanying statements of net assets available for benefits of the Maine
Municipal Employees Health Trust {the Trust) as of December 31, 2009 and 2008 and the related
statement of changes in net assets available for benefits for the year ended December 31, 2009. These
financial statements are the responsibility of the Trust’s management. Qur responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial status of the Trust as of December 31, 2009 and 2008, and the changes in its financial status
for the year ended December 31, 2009, in conformity with accounting principles generally accepted in
the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedule of assets (held at end of year), schedule of assets
{acquired and disposed of within year), and schedule of reportable transactions, each for the year
ended December 31, 2009, are presented for the purpose of additional analysis and are not a required
part of the basic financial statements but are supplementary information required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income
Security Act of 1974. These supplemental schedules are the responsibility of the Trust's management.
The supplemental schedules have been subjected to the auditing procedures applied in the audits of the
basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

June 2, 2010
South Portland, Maine
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Exhibit A
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statements of Net Assets Available for Benefits
December 31, 2009 and 2008
2009 2008
Assets:

Investments at fair value:
Certificates of deposit ) 7,715,592 3,799,000
Corporate bonds 485,875 418,780
U.S. Government and agency securities 38,739,263 45,048,145
Total investments at fair value 46,940,730 49,265,925

Receivables:
Accounts receivable 31,583 9,322
Accrued interest receivable 380,002 492,564
Reinsurance recoverable 991,676 791,453
Total receivables 1,403,661 1,293,339
Prepaid expenses 12,642 18,171
Cash and cash equivalents 11,990,981 16,602,606
Total assets 60,348,014 67,180,041
Liabilities:

Accounts payable (2,361,345) (3,606,012)
Advance premiums received (741,381)  (2,144,653)
Claims and administrative service reserve (407,868) {364,414)
Total liabilities (3,510,594) {6,115,079)
Net assets available for benefits, prior to [BNR {*) S 56,837,420 61,064,962

See accompanying notes to financial statements.

* - see claims incurred but not reported (IBNR) disclosure on page 9
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Exhibit B
MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits
Year Ended December 31, 2009
Additions to net assets attributed to:
Contributions:
Health S 93,768,392
Income protection plan 3,784,299
Dental 2,350,926
Long term disability 37,189
Total contributions 99,940,806
Investment income:
Interest income 1,744,124
Net depreciation in fair value of investments ' (651,361)
Total investment income 1,092,763
Total additions 101,033,569
Deductions from net assets attributed to:
Claims paid:
Health 89,190,821
Income protection plan 3,000,501
Dental : 2,074,258
Total claims paid . . 94,265,580
Less recoveries:
Subrogation 265,767
Reinsurance 1,403,956
Total recoveries 1,669,723
Net claims expense 92,595,857
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Exhibit B, Cont.

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Statement of Changes in Net Assets Available for Benefits, Continued

Claims related expense:
Reinsurance:

Specific 2,809,471
Aggregate -
Dirigo health - savings offset payment 1,479,005
Premiums remitted - life 403,229
Premiums remitted - Itd 35,916
Network access fees 1,512,995
Utilization review and case management 44,739
Health promotion 209,866
Total claims related expense 6,495,221
Claims service expense:
Income protection plan 355,739
Health - indemnity 328,784
Health - point of service 2,238,370
Dental 145,061
Life 26,363
Other 17,273
Claim service reserve adjustments 25,571
Total claims service expense 3,137,161
Administrative expense:
Management fee 2,455,901
Professional services:
Legal 50,101
Actuarial 214,517
Consultants 52,234
Trustee expenses:
Insurance 35,871
Meetings 38,951
Administrative expense reserve adjustments 17,885
Other expenses 167,412
Total administrative expense 3,032,872
Total deductions 105,261,111

Changes in net assets available for benefits, prior to iBNR

Net assets available for benefits, prior to IBNR:
Net assets, beginning of year

(4,227,542)

61,064,962

Net assets, end of year

56,837,420

See accompanying notes to financial statements.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements

DESCRIPTION OF TRUST

The following description of the Maine Municipal Employees Health Trust (the Trust) provides only general
information. Participants should refer to the Trust agreement for a complete description of the Trust's
provisions.

General - The Trust was established in 1982 as a multiple-employer Voluntary Employees’ Beneficiary
Association for the purpose of providing hospital, physician, major medical, shori-term disability, long-term
disability, dental and life benefits. The Trust began offering services on January 1, 1983. The Trust contracts with
the Maine Municipal Association to serve as plan administrator and pays Maine Municipal Association a
management fee.

The Trust was drafted with the intent to comply with the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”), and has operated in compliance with ERISA since its establishment. This status, however,
was challenged by a Federal District Court decision in March of 2000. The Trustees requested an Advisory
Opinion from the Department of Labor in June of 2000 to confirm the Trust’s ERISA status, but the Department
of Labor never responded to that request. The Trust will continue to be operated in accordance with ERISA until
its status is resolved.

The Trust has also entered into a Consent Agreement with the State of Maine Bureau of Insurance agreeing to
comply with the applicable provisions of Maine law relating to Multiple Employer Welfare Arrangements
{(MEWAY} as of lanuary 1, 2004.

Benefits - The Trust provides health, dental, short-term disability, life, supptemental life, dependent life and
long-term disability benefits to participants in accordance with the contractual agreement entered into by each
participating employer. The life, supplemental life, dependent life and long-term disability programs are fully
insured. The Trust self-insures for the health, dental, and short-term disability benefits it provides, up to
retention limits specified in reinsurance contracts.

Contributions - Contribution levels are determined annually by the MMEHT Trustees and are paid in accordance
with the contractual agreement entered into by each participating employer. Contributions to the Trust are
made by participating employers, their employees, and certain former employees. The portion of the Trust’s
estimated cost of providing postretirement benefits expected to be funded by retiree contributions (net retiree
contributions as a percentage of gross total benefit costs) for fiscal 2010 and 2009 is 70.8% and 62.6%,
respectively.

An employer group must be a member (either municipal or associate member) of the Maine Municipal
Association to participate in the Trust programs and its employees must meet certain eligibility guidelines
described in the Trust agreement. During 2009, there were 450 employer groups in the health plan; 265
employer groups in the dental plan; 332 employer groups in the short-term disability plan and 13 employer
groups in the long-term disability program. During 2008, there were 446 employer groups in the health plan;
248 employer groups in the dental plan; 300 employer groups in the short-term disability plan and 10 employer
groups in the long-term disability program.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tax Exempt Status - The Trust is exempt from income taxes under Section 501{c){9) of the Internal Revenue
Code as stated in a determination letter from the Internal Revenue Service dated August 20, 1982. Since that
date, the Trust has been amended. However, the Trust administrator and the Trust's tax counsel believe that
the Trust is currently designed and being operated in compliance with the applicable requirements of the
Internal Revenue Code. Therefore, no provision for income taxes has been included in the Trust’s financial
statements.

Basis of Accounting - In accordance with accounting principles generally accepted in the United States of
America, the Trust follows the accrual basis of accounting, and certain pronouncements applicable to employee
benefit plans.

Cash and Cash Equivalents - The Trust considers all cash on deposit or held in money market funds, with an
initial maturity of three months or less, to be cash and cash equivalents.

Investments - The Trust invests in a number of financial instruments, including certificates of deposit and U.S.
government and agency securities, none of which are held for trading purposes. The Trust estimates that the
fair value of all financial instruments at December 31, 2009 and 2008 does not differ materially from the
aggregate carrying values of its financial instruments recorded in the accompanying statements of net assets.
The fair value of the investments has been determined by quoted market prices in open markets.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts was considered necessary at December 31, 2009 and 2008 as all balances have been
deemed by management to be fully collectible.

Advance Premiums Received - This represents deferred revenue from contributions and premiums which have
been received by the Trust but which relate to the next year.

Claims Incurred But Not Reported (IBNR) - Plan obligations at December 31 for health claims incurred by active
participants but not reported at that date, for accumulated eligibility of participants, and for future disability
payments to members considered permanently disabled at December 31, are estimated by the Trust’s actuary
in accordance with generally accepted actuarial principles. Reserves for health, dental and short-term disability
claims incurred but not reported are estimated by an independent actuary based upon historical claims
experience. Management believes that the reserves are adequate, but the ultimate net cost of settling these
liabilities may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any
adjustments resulting from the settlement of losses will be reflected in the statements of changes in net assets
available for benefits at the time the adjustments are determined.

Postretirement Benefits - The amount reported as the postretirement benefit obligation represents the
actuarial present value of those estimated future benefits that are attributed by the terms of the Trust to
employees’ service rendered to the date of the financial statements, reduced by the actuarial present value of
contributions expected to be received in the future from current retirees and current active participants when
they retire. To be eligible for postretirement benefits, the employee must meet the minimum requirement of
age 55 with at least 5 years of service at retirement; or be withdrawing from an employer-sponsored retirement
account.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCO_UNTING POLICIES, CONTINUED

Postretirement benefits include future benefits expected to be paid to or for (1) currently retired employees
and their spouses and (2) active employees and spouses after retirement from service with their participating
employer. The postretirement benefit obligation represents the amount that is to be funded by contributions
from the Trust’s participating employers and from existing Plan assets. Prior toc an active employee’s full
eligibility date, the postretirement benefit obligation is the portion of the expected postretirement benefit
obligation that is attributed to that employee’s service rendered to the valuation date.

The actuarial present value of the expected postretirement benefit obligation is determined by an actuary and
is the amount that results from applying actuarial assumptions to historical claims-cost data to estimate future
annual incurred claims costs per participant and to adjust such estimates for the time value of money (through
discounts for interest) and the probability of payment (by means of decrements such as those for death,
disability, withdrawal, or retirement) between the valuation date and the expected date of payment.

For measurement purposes a 9.5% annual rate of increase in the per capita cost of covered health care benefits
was assumed for 2009; the rate was assumed to decrease gradually to 5.0% for 2015 and to remain at that level
thereafter. The actuary assumed an average per capita cost for all ages. Effectively this assumes that the
average ages of pre 65 and post 65 retirees do not vary significantly over time.

The following were other significant assumptions used in the valuation as of December 31, 2009 and 2008.

Weighted-average discount rate: 6.0% for both 2009 and 2008.
Average retirement age: varies, based upon the December 2006 plan census as well as actuarial judgment.
Mortality: RP-2000 White & Blue Collar Mortality Tables by male and female projected to 2010.

The foregoing assumptions are based on the presumption that the Trust will continue. Were the Trust to
terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial
present value of the postretirement benefit obligation.

Claims and Administrative Service Reserves - These reserves are for the cost to process and administer claims
incurred but not reported and are estimated by an independent actuary based upon historical expense
experience. Management believes that the reserves are adequate, but the ultimate net cost of settling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually.

Reinsurance - The Trust uses reinsurance agreements to reduce its exposure to large losses on all types of
insured events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Trust as a direct insurer of the risks reinsured. The Trust does not report
reinsured losses as liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums
ceded to reinsurers during 2009 and 2008 were $2,809,471 and 52,394,954, respectively.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTII\iG POLICIES, CONTINUED

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, benefit obligations and changes therein, IBNR, and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates. The significant estimates utilized in
the preparation of the financial statements relate to claims incurred but not reported, claims and administrative
service reserves, and the post-retirement benefits liability.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents are composed of cash management accounts (CMA} and money market instruments
and consist of the following at December 31:

2009 2008
CMA - mutual fund investment sweep S 1,998,570 5,367,181
Money market mutual fund 9,742,411 9,235,425
Money market account 250,000 2,000,000
= Totals e 911,990,981 16,602,600

A portion of the CMA - mutual fund investment sweep and the money market mutual fund are mutual funds
outside the bank, invested in short term government securities. These funds are uninsured and uncollateralized,
and subject to credit risk. The money market account is held in a separate financial institution. This account is
insured by FDIC up to the respective amounts noted above and any excess is secured by a bond issued by an
insurance company.

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

In accordance with the Fair Value Measurement and Disclosure topic of the FASB Accounting Standards
Codification, the Trust is required to disclose, for its assets and liabilities measured at fair value on a recurring
basis, the inputs used to determine those fair value measurements.

Level 1: Level 1 inputs are quoted prices in active markets for identical assets and liabilities that an entity has
the ability to access at a measurement date. Level/ 2: Level 2 inputs are inputs other than quoted prices that are
observable for the specific asset or liability, either directly or indirectly. Level 3: Level 3 inputs are unobservable
inputs for the asset or liability in which little or no market activity is available for the asset or liability at the
measurement date. All assets of the Trust, measured at fair value, were measured using level 1 inputs, and as
noted earlier were valued using quoted market prices in open markets.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS, CONTINUED

Fair value measurements at reporting date using:

Quoted prices in

Significant other

Signific

ant

active markets for observable unchservable
Totals identical assets inputs
12/31/09 level 1) (Level 2) {Level 3}
Certificates of deposit S 7,715,592 7,715,592 - -
Carperate bonds 485,875 485,875 - -
LLS. Government securities 38,739,263 38,739,263 - -
Totals $ 46,940,730 46,940,730 - -
Fair value measurements at reporting date using:
Quoted prices in Significant other Significant
active markets for observable unobservable
Totals identical assets inputs
12/31/08 (Level 1) (Level 2) (Level 3)
Certificates of deposit S 3,799,000 3,799,000 - -
Carporate bonds 418,780 418,780 - -
U.S. Government securities 45,048,145 45,045,145 - -
Totals S 49,265,925 49,265,925 = =il
INVESTMENTS
Investment balances consisted of the following at December 31:
2009 2008
Certificates of deposit* $ 7,715,592 3,799,000
Corporate bonds 485,875 418,780
U.S. Government securities 38,739,263 45,048,145
Totals $ 46,940,730 49,265,925

The 2009 securities mature in various amounts during 2009 through 2014. The 2008 securities mature in
various amounts during 2009 through 2012.

For the years ended December 31, 2009 and 2008, there were no individual investments with a fair value
representing 5% or more of beginning of year net assets available for benefits.

* Of the certificates of deposit bank balances on December 31, 2009 and 2008, $6,834,692 and $3,299,000,
respectively, were covered by federal depository insurance or collateralized with U.S. Government securities;
the remainder is uninsured and uncollateralized.
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

NET APPRECIATION [7DEPRECIATION) IN FAIR VALUE

Net appreciation (depreciation) in fair value during the years ended December 31, 2009 and 2008 by type of
investment was as follows. Such amounts are included in investment income in the statement of changes in net
assets available for benefits.

2009 2008
Corporate bonds $ 67,095 (81,220)
U.S. Government securities (718,456) 1,119,378
Totals S (651,361} 1,038,158

BENEFIT OBLIGATIONS

The Trust is self-insured for hospital, physician, major medical, and dental and short-term disability benefits.
Liahilities for. claims incurred but not reported at December 31 have been estimated by the Trust's independent
actuary, using standard actuarial assumptions based upon actual experience. The actuarially determined
postretirement benefit obligation was performed as of December 31, 2009. Benefit obligations as of December
31, 2009 and 2008 and changes in'benefit obligations are disclosed in the following tables.

Statement of Benefit Obligations

2009 2008
Claims incurred but not reported, net of amounts currently payable:
Health $ 4,454,579 4,214,633
Income protection plan 864,339 737,795
Dental 46,786 57,958
Total claims incurred but not reported $ 5,365,704 5,010,386
Postretirement benefit obligations, net of amounts
currently payable:
Medical:
Retired participants 36,701,843 41,479,536
Other participants fully eligible for benefits 37,461,134 28,512,417
Participants not yet fully eligible for benefits 38,013,253 44,442,043
Life insurance 2,422.215 2,866,015
Total postretirement benefit obligations 114,598,445 117,300,011
Total benefit obligations _$119,964,149 122,310,397
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Notes to Financial Statements, Continued

MMA_00017781

BENEFIT OBLIGXTIONS, CONTINUED

Statement of Changes in Benefit Obligations

2009 2008
Claims incurred but not reported, beginning of year: $ 5,010,386 6,162,736
Claims reported and approved for payment, including
benefits reclassified from benefit obligations 94,620,898 87,287,493
Claims paid {94,265,580) {88,435,843)
Claims incurred but not reported, end of year 5,365,704 5,010,386
Postretirement benefit obligations, net of amounts
currently payable:
Balance at end of year 114,598,445 117,300,011
_____ Total benefit obligations at end of vear $ 119,964,149 122,310,397

The health care cost-trend rate assumption has a significant effect on the amounts reported. If the assumed
rates increased by one percentage point each year, that would increase the obligation as of December 31, 2009
by $18,771,099 or 16.7%; and the obligation as of December 31, 2008 by $21,257,911 or 18.6%.

A.M. BEST RATINGS

Reinsurance was provided by the Sun Life Assurance Company which has an A.M. Best rating of A+ (superior),

XV. The life insurance was provided by Prudential Life Insurance which has an A.M. Best rating of A+ (superior),
XV.

UNPAID CLAIMS LIABILITIES

The schedule below presents the changes in claims liabilities for the year ended December 31:

2009 2008
Unpaid claims and claims service reserved at beginning of year $5,374,798 6,613,960
Incurred claims and claims service reserve expense:
Pravision for incurred events of the current year 94,444,318 87,884,870
Decreases in provision for insured events of prior fiscal years 220,036 (634,189)
Tota! incurred claims and claims service reserve expenses 54,664,354 87,200,681
Payments:
Claims attributable to insured events of the current year 88,858,517 82,459,141
Claims attributable to insured events of the prior fiscal years 5,407,063 5,980,702
Total payments 94,265,580 88,439,843
Total unpaid claims and claims service reserved
. __at end of year $5,773,572 5,374,798

10



MMA_00017782

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Notes to Financial Statements, Continued

TRANSACTIONS WITH PARTIES IN INTEREST

To participate in the Trust, an employer must be a member (either municipal or associate member) of the
Maine Municipal Association and its employees must meet certain eligibility guidelines described in the Trust
agreement. The Trust also contracts with the Maine Municipal Association to serve as plan administrator and
pays Maine Municipal Association a management fee for the services it provides. Total management fees paid
by the Trust to Maine Municipal Association during 2009 and 2008 amounted to $2,455,901 and $2,400,511,
respectively.

TERMINATION OF THE TRUST

Under certain conditions, the Trust may be terminated. Upon termination, the assets then remaining shall be
subject to applicable provisions of the Trust then in effect and shall be used until exhausted to pay benefits to
employees.

RISKS AND UNCERTAINTIES

The actuarial present value of benefit obligations is reported based on certain assumptions pertaining to
interest rates, claims data, and employee demographics, all of which are subject to change. Due to uncertainties
inherent in the estimations and assumptions process, it is at least reasonably possible that changes in these
estimates and assumptions in the near term would be material to the financial statements.

SUBSEQUENT EVENTS

fn accordance with the Subsequent Events topic of the FASB Accounting Standards Codification, management
has evaluated subsequent events for possible recognition or disclosure through June 2, 2010, which is the date
these financial statements were issued.

11
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 41 - Schedule of Assets [Held at End of Year}
December 31, 2008

{b) Identification of Issue, borrower,  (c} Description of investment including maturity Maturity (&) Current
{a}  lessor or similar party date, rate of Interest, collateral, par or maturity vatues value {d) Cost value
GOLDEN BANK Certificate of Deposit, 1/2/10, 2.75% $ 100,000 $ 100,000 100,000
NATIONWIDE BANK Certificate of Deposit, 1/2/10, 3.55% 100,000 100,000 100,000
FIRST STATE BANK Certificate of Depuasit, 1/5/10, 2.3% 100,000 100,000 100,000
CITIZENS BANK Certificate of Deposit, 5/7/10, 2.83% 100,000 100,000 100,000
CITIZENS BANK Certificate of Deposit, 7/12/10, 1.21% 500,000 500,000 500,000
CITIZENS BANK Certificate of Deposit, 8/6/10, 3.24% 500,000 500,000 500,000
ADVANTA BANK Certificate of Depostt, 8/21/10, 4.1% 250,000 250,000 250,000
MERCANTILE TRUST & SB Certificate of Deposit, 8/21/10, 4.1% 100,000 100,000 100,000
COMMUNIT BANK Certificate of Deposit, 11/2/10, 0.85% 99,000 99,000 99,000
CRESTMARK BANK Certificate of Deposit, 1/2/11, 3% 100,000 100,000 100,000
CENTENNIAL BANK Certificate of Deposit, 12/31/11, 2.1% 250,000 250,000 250,000
FIRST TRADE CDARS Certificate of Deposit, 4/8/10, 2.9% 1,023,132 1,021,132 1,021,132
FIRST TRADE CDARS Cerifficate of Deposit, 4/28/11, 2.4% 508,056 508,056 508,056
FIRST TRADE CDARS Certificate of Deposit, 4/5/12, 3.15% 940,936 540,936 240,936
FIRST TRADE CDARS Certificate of Deposit, 4/26/12, 2.65% 508,892 508,892 508,892
FIRST TRADE CDARS Certificate of Deposit, 5/10/12, 2.5% 507,909 507,909 507,909
BANGOR S8 CDARS Certificate of Deposit, 5/31/12, 2.55% 1,014,674 1,014,674 1,014,674
FIRST TRADE CDARS Certificate of Deposit, 6/21/12, 2.9% 1,014,992 1,014,992 1,014,992
SLMA Corporate Bond, 3/15/10, 0.51% 500,000 500,000 485,875
FFCD 115, Gov't Securities, 1/11/10, 4.92% 1,000,024 1,000,024 1,000,940
FFCD U.S. Gov't Securities, 1/11/10, 4.92% 500,056 500,056 500,470
FHLB .S, Gov't Securities, 1/5/10, 3.875% 500,185 500,189 500,625
FNMA U.S. Gov't Securities, 2/15/10, 3.875% 1,000,755 1,000,755 1,004,380
FHLB U.S. Geov't Securities, 3/17/10, 4.375% 999,230 998,230 1,008,595
FNMA U.5. Gov't Securities, 4/9/10, 2.5% 999,141 995,141 1,006,250
FNMA U.S. Gov't Securities, 4/9/10, 2.5% 997,861 997,861 1,006,250
FHLB U.S. Gov't Securities, 5/14/10, 4.875% 999,339 995,339 1,017,190
FHLB U.S. Gov't Securities, 6/11/10, 5.25% 1,000,661 1,000,661 1,022,190
FHLB U.5. Gov't Securities, 7/16/10, 3.5% 1,002,056 1,002,096 1,016,880
FFCB U.5. Gov't Securities, 7/28/10, 5.35% 500,163 500,163 513,828
FNMA U.5. Gov't Securities, 8/15/10, 4.25% 1,008,213 1,008,213 1,024,535
FFCB U.5. Gov't Securities, §/13/10, 5.25% 1,000,335 1,000,335 1,031,405
FHLB U.S. Gov't Securities, 10/20/10, 3.375% 1,001,527 1,001,527 1,022,500
FHLB U.5. Gov't Securities, 12/10/10, 3.875% 1,011,376 1,011,376 1,030,470
FHLB U.S. Gov't Securities, 2/18/11, 4.625% 1,023,152 1,023,192 1,044,375
FHLB U.S. Gov't Securities, 3/11/11, 5% 997,499 957,439 1,047,500
FHLB U.5. Gov't Securlties, 3/11/11, 4.875% 501,605 501,605 524,688
FNMA U.S. Gov't Securities, 4/15/11, 5.125% 998,769 998,769 1,056,565
FNMA U.5. Gov't Securities, 5/19/11, 3.375% 995,615 995,615 1,035,625
FHLB U.S. Gov't Securities, 5/20/11, 2.625% 494,566 494,566 512,188
FHLB U.S. Gov't Securities, 6/10/11, 5.25% 1,000,826 1,000,826 1,058,375
FHLB U.S. Gov't Securities, 6/24/11, 3.375% 495,708 499,709 516,720
FHLB LS. Gov't Securities, 7/1/11, 3.625% 501,182 501,182 519,688
FFCB U.S. Gov't Securities, 7/18/11, 5.375% 1,005,183 1,005,183 1,066,720
FHLB U.S. Gov't Securities, 8/19/11, 5.375% 1,029,579 1,029,580 1,067,970
FNMA U.S. Gov't Securities, 10/15/11, 5% 1,023,136 1,023,136 1,069,220
FHLB U.S. Gov't Securities, 11/18/11, 4.875% 2,071,118 2,071,118 2,137,190
FFCB U.S. Gov't Securlties, 11/21/11, 3.2% 1,000,000 1,000,000 1,037,030
FNMA U.S. Gov't Securities, 12/30/11, 1.35% 500,000 500,000 500,235
FHLB U.S. Gov't Securities, 1/23/12, 2.1% 1,000,000 1,000,000 1,016,720
FNMA U.S. Gov't Securities, 2/16/12, 5% 1,026,402 1,026,403 1,076,875
FNMA U.S. Gov't Securities, 5/18/12, 4.875% 1,031,831 1,031,832 1,079,685
FNMA U.S. Gov't Securltles, 5/18/12, 4.875% 1,016,085 1,016,085 1,079,685
FHLEB U.S. Gov't Securities, 8/15/12, 2.4% 1,000,000 1,000,000 1,018,555
FHLB U.5. Gov't Securities, 2/26/13, 5.625% 2,000,000 2,000,000 2,018,130
FHLS U.S. Gov't Securities, 6/14/13, 3.875% 1,042,773 1,042,773 1,058,440
FFCB U.5. Gov't Securities, 11/18/13, 2.55% 1,000,000 1,000,000 994,650
FHLB : U.S. Gov't Secuntles, 12/30/13, 2.27% 500,000 500,000 494,062
FNMA U.5. Gov't Securities, 9/22/14, 2.875% 1,000,000 1,000,000 1,000,785

§ 45995630 % 45995630 46,540,730

See independent guditor's report
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MMA_00017784

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676
Schedule to Form 5500
Schedule H, Line 4i - Schedule of Assets (Acquired and Disposed of Within Year)
December 31, 2009

{c) (d)

(a) Identity of issue, borrower, lessor, {b) Description of investment Including maturity Cost of Proceeds of
or similar party date, rate of interest, collateral, par or maturity values Acquisitions  Dispositions
None

See independent euditor's report
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MAINE MUNICIPAL EMPLOYEES HEALTH TRUST
Plan Number: 501, EIN: 01-0382676

Schedule to Form 5500
Schedule H, Line 4j - Schedule of Reportable Transactions
December 31, 2009
(b) Description of assets
(include interest and (h) Current value
(a) identity of Party and maturity in case (c) Purchase  (d) Seiling (e) Lease {f} Expense incurred (g) Cost of asset on (i) Net gain
Involved of a loan) price price rental with transaction asset transaction date or {loss}
None
See independent auditor's report
14

68221000 VININ



	December 31, 2002 and 2001
	December 31, 2003 and 2002
	December 31, 2004 and 2003
	December 31, 2005 and 2004
	December 31, 2006 and 2005
	December 31, 2007 and 2006
	December 31, 2008 and 2007
	December 31, 2009 and 2008

