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116th MAl EL GISLATURE 

FIRST REGULAR SESSION",1993 

l..egislztive Docmnent No. 1180 

H.P.871 House of Representatives, AprilS, 1993 

An Act to Amend the Group Life Insonmce Laws Administered by the 
Maine State Retirement System. 

Submitted by the Maine State Retirement System pursuant to Joint Rule 24. 
Reference to the Committee on Aging, Retirement and Veterans suggested and ordered 

printed. 

tJ.~ 
Presented by Representative VIGUE of Winslow. 

Printed on recycled paper 



Be it enacted! by the People of the State of Maine as follows: 
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Sec. 1. 5 MRSA §17001, sUlb-§3.A, as amended by PL 1991, c. 
4 480, §l, is further amended to read: 

6 3-A. Annual base compensation. "Annual base compensation" 
means a member's gross compensation, based upon amounts reported 

8 by the member's employer on the member's previous year's federal 
wage and tax statement, that is used the first day of each April 

10 for setting the amount of coverage prior to retirement for 
participants in the group life insurance program administered by 

12 the board. 
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Sec. 2. 5 MRSA §17054, sUlb-§3, as amended by PL 1991, c. 746, 
§7 and affected by §10, is further amended to read: 

3. Recovery of overpayments by the retirement system. Any 
amounts due the retirement system as the resul t of, overpayment or . 
erroneous payment of benefits 9;E'.L an excess refund of 
contributions or overpayment or erroneous payment of life 
insurance benefits may be recovered from an individual's 
contributions 9;E'.L any benefits or life insurance benefits payable 
under this Part to the individual or the beneficiary of the 
individual or any combination of contributions and benefits. If 
the overpayment or excess refund of contributions resulted from 
an unintentional mistake by an employee of the retirement system, 
the retiree or' the recipient o.f the benefit or life insurance 
benefit, no interest may be collected by the retirement system on 
the amount to be recovered. The executive director may a~so take 
action to recover those amounts due from any amounts payable to 
the individual by any other state agency or by an action in a 
court of competent jurisdiction. Whenever the executive director 
makes a decision to recover any amounts under this subsection, 
that decision is subject to appeal under section 17451; and 

36 Sec. 3. 5 MRS A §18058, sUlb-§I, as amended by PL 1991, c. 480, 
§6, is further amended to read: 

38 
1. Employees automatically insured. All employees eligible 

40 for basic insurance under this subchapter are .automatically 
insured for the amounts of basic coverage applicable under this 

42 subchapter, beginning on the aa~e-~£ey-~-~~-bee9me first day of 
the month following one month of employment after the employee 

44 becomes eligible. Each employee shall complete an application 
for insurance coverage within 31 days of becoming eligible. 
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A. The employee shall indicate the types of coverage 
elected. 

B. If an application is completed in a timely manner, any 
coverage in addition to basic becomes effective on the first 
day of the month following one month of employment after the 
employee becomes eligible. 
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C. If an application is not completed within 31 days of the 
employee's first becoming eligible, the employee may 
subsequently apply for supplemental and dependent insurance 
but must produce evidence of insurability at the employee's 
own expense and in accordance with the requirements of the 
insurance underwriter. 

Sec. 4. 5 MRSA §18061, sub-§2, 1J'UA amB B, as amended. by PL 
10 1991, c. 480, §7, are further amended to read: 
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A. On retirement for reasons other than disability, tae 
ave~a~e an amount of basic life insurance iR-~~~-~~-tae 
last--3--:y€-a~£--P-l'-ie-l'---t-tl--Fet:i~emeRt equal to the employee's 
average final compensation must be continued in force at no 
cost to the participant, if the employee has participated in 
the group life insurance program for a minimum of 10 years. 
~ e ~ - -t-he- --p-l:H'i~G-se- - e f - -de-t.-€-£-ffl-i-ni ~ -1;h-e- - ave F a~e - -afIl-€H:ffit.- -G-E- -13 as i e 
iRs~~aRee-~~-f-G-~r-t:ae~e-~£~-~-e*el~aea-~~~~~-ame~Rt 

ef-B-a£~€-~~-~-~l'-&&-a~~iR~-~ae-~-a£~--~~r~-pFiGF-te 

~eti~emeRt--t~--p-Gl'-~ie-a-e£-~i~-eeveFa~e-~£-a~-~~-tae 

p~evie~s-yea~~s-eeve~a~e-13y-1G%T 

(1) Except as provided in paragraph .B, the ave~a~e 

initial amount of basic life insurance that continued 
into retirement must be reduced at the rate of 15% per 
year to a minimum of 40% of the ave~a~e initial amount 
of basic life insurance that continued into retirement 
or $2,500, whichever is greater. 

(2) In determining benefits under this subchapter, the 
reductions become effective at 12: 01 a.m. of the day 
following the first year anniversary of the date of 
retirement and each succeeding retirement anniversary 
thereafter until the minimum has been reached. 

B. The reduction set out in paragraph A, subparagraph (1) 
does not apply to any Justice of the Supreme Judicial Court 
or Superior Court, to any Judge of the District Court or 
Administrative Court, nor to any retired justice or judge 
who was insured and who was living on September 14, 1979. 

(1) The ave~a~e initial amount of basic life insurance 
~efe~Fea--&&--~--t~~-6YB6eetieR that continued into 
retirement for any justice or judge must be continued 
in force at no cost to the justice or judge until the 
justtce or judge reaches 70 years of age. 

(2) When a justice or judge reaches 70 years of age, 
the amount of insurance in force 13eeemes must be 
reduced to 25°-0 of the ave~a~e initial amount of basic 
life insurance that continued into retirement. This 
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reduction becomes effective at 12: 01 a.m. of the dax 
following the date on which the justice or judge 
reaches 70 xears of age. 

Sec. 5. 5 MRS A §18062 is enacted to read: 

§18062. Forms: notice: time requirements 

1. Definitions. As used in this section L unless the 
context otherwise . inC:Uca.t_e_s z the following terms have the 
following meanings. 

A.' "Emploxer" means, in the case of an emploxee who is a 
state employee, the state agency by whom the employee is 
employed and, in the case of an employee who is a teacher, 
the school administrative unit by which the employee is 
employed. 

2. Emp10yer responsibilities. In the implementation of 
this subchapter, each employer is responsible for providing its 
employees with all necessary forms, inCluding, but not limited 
to, application forms for basic, supplemental and dependent 
coverage and forms for reduction of coverage and cancellation of 
coverage; for receiving completed forms from its employees; and 
for transmitting forms to the retirement system. When 
continuation, temporary extension or conversion of coverage 
depends on timely action by an employee, the employer is 
responsible for giving the employee notice of the employee's 
rights and duties with respect to continuation, temporary 
extension or conversion, for receiving the employee's response to 
the notice and for timely transmittal of the response to the 
retirement system. The employer must maintain records 
documenting the provision, receipt and transmittal of forms and 
notices under this section. 

36 3. Retirement system responsibilities. In the 
implementation of this subchapter, the retirement system is, 

38 responsible for providing employers with necessary forms and 
related information and instructions and for informing employers 

40 of applicable time limits when employees' rights to continuation, 
temporary extension or conversion depend on timely notice and 

42 response. The retirement system is not liable to employees for 
an employer's failure to provide, receive or transmit forms, to 

44 provide timely notice or to transmit an employee's response to 
notice in a timely manner. 

46 
Sec. 6. 5 MRS A §18658, sulD-§l, as amended by PL 1991, c. 480, 

48 §ll, is further amended to read: 

50 

52 

1. Employees automatically insured. All employees eligible 
for basic insurance under this subchapter are automatically 
insured for the amounts of basic coverage applicable under this 
subchapter, beginning on the aat.e-.t.hey first Besame day of the 
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month following one month of employment after the employee 
becomes eligible. Each employee shall complete an application 
for insurance coverage within 31 days of becoming eligible. 

A. The employee shall indicate the types of coverage 
elected. 

B. If an application is completed in a timely manner, any 
coverage in addition to basic becomes effective on the first 
day of the month following one month of employment after the 
employee becomes eligible. 

C. If an application is not completed within 31 days of the 
employee I s first becoming eligible, the employee may 
subsequently apply for supplemental and dependent insurance 
but must produce evidence of insurability at the employee I s 
own expense and in accordance with the requirements of the 
insurance underwriter. 

Sec. 7. 5 MRSA §18661, sub-§2, 1fA, as amended by PL 1991, c. 
480, §12, is further amended to read: 

A. On retirement for reasons other than disability, Ehe 
avera~e an amount of basic life insurance iB-~~~-f~~-Ehe 
;basE--3--yea-£-6--p-p.iG-p.--t.-€>--Fe1;ireHieBE eCIual to the employee I s 
average final compensation must be continued in force at no 
cost to the participant, if the participant has participated 
in the group life insurance program for a minimum of 10 
ye ar s • ~e r - -t.he--~-po-s-e- --e-:E- -Ele 1;e rHi iB i B'3" - -t.ll.e-:- -a:r.<e-r-age-~:a-t;.-e E 
Basie-~~~-iB-~~~--t;.~~-~-6-t.-~-eK€d~EleEl-~~~-Ehe 

ameHBE-~--&a&iG-€e¥e-£a~e--~-Eeree-~4~-t;.~-da-6-t.--~-years 

~rier--t;.&-~~4~~---t.ll.a-t.--~erEieB---e-:E--~~-€~e.£a~e--EhaE 

eHeeeEls-Ehe-~revieHs-year~s-eevera'3"e-By-1Q%T 

(1) Except as provided in paragraph B, the avera~e 

initial amount of basic life insurance that continued 
into retirement must be reduced at the rate of 15% a 
year to a minimum of 40% of the avera~e initial amount 
of basic life insurance that continued into retirement 
or $2,500, whichever is greater. 

(2) In determining benefits under this subchapter, the 
reductions become effective at 12: 01 a.m. of the day 
following the first year anniversary of the date of 
retirement and each succeeding retirement anniversary 
thereafter until the minimum has been reached. 

Sec. 8. 5 MRSA §18661-A is enacted to read: 

§18661-A. Forms; notice; time requirements 
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1. Definitions. As used in this section L unless the 
context otherwise indicates L the following terms have the 
following meanings. 

A. "Employer" means the participating local district by 
whom the employ~e is employed. 

2. Employer responsibilities. In the implementation of 
this subchapter, each employer is responsible for providing its 
employees with all necessary forms, including, but not limited 
to, application forms for basic, supplemental and dependent 
coverage and forms for reduction of coverage and cancellation of 
coverage; for receiving completed forms from its employees; and 
for transmitting forms to the retirement system. When 
continuation, temporary extension or conversion of coverage 
depends on timely action by an employee, the employer is 
responsible for giving the employee notice of the employee's 
rights and duties with respect to continuation, temporary 
extension or conversion, for receiving the employee's response to 
the notice and for timely transmittal of the response to the 
retirement system. The employer must maintain records 
documenting the provision, receipt and transmittal of forms and 
notices under this section. 

3. Retirement system responsibilities. In the 
implementation of this subchapter, the retirement system is 
responsible for providing employers with necessary forms and 
related information and instructions and for informing employers 
of applicable time limits when employees' rights to continuation, 
temporary extension or conversion depend on timely notice and 
response. The retirement system is not liable to employees for 
an employer's failure to provide, receive or transmit forms, to 
provide timely notice or to tr~nsmi t an employee's response to 
notice in a timely manner. 

STATEMENT OF FACT 

This bill makes the following changes to the laws governing 
the group life insurance administered by the Maine State 
Retirement System. 

44 1. It makes clear that annual base compensation is used as 
a basis for establishing the amount of group life coverage for a 

46 participant. prior to retirement only. This clarification is 
needed because of the new method of setting life insurance 

48 coverage that a participant carries into retirement, which is 
established elsewhere in the bill. 

50 

52 
2. It provides for 

insurance benefits from 
the 

the 
inclusion of payment 
group life insurance 
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administered by the Maine State Retirement System in the recently 
enacted provision governing recovery of overpayment by the 
retirement system. 

3. It changes the effective date of basic coverage under 
the group life insurance laws. Under present law, basic coverage 
becomes effective on the date of hire; supplemental and dependent 
coverage become effective on the first day of the. month following 
one month of employment. The difference .in effective dates 
creates record keeping problems for state, school district and 
participating local district payroll clerks and for the 
retirement system. Under the bill, the effective date for all 
coverage is the first day of the month following one month of 
employment. 

4. It simplifies the determination of the amount of basic 
life insurance an employee takes into retirement at no· cost to 
the employee. Under this bill, the system establishes the life 
insurance coverage into retirement to equal an employee's average 
final compensation. Average final compensation is computed on 
every retiree in determining retirement benefits and the 
methodology for determining average final compensation includes a 
10 0

" cap on earnable compensation. Use of average final 
compensation to establish both life insurance coverage and 
retirement benefits avoids administratively time consuming and 
largely duplicative calculations for the system. 

5. It establishes employer and retirement system 
responsibilities with respect to group life insurance forms and 
notice requirements related to employees' rights and duties with 
respect to continuation, temporary extension and conversion of 
life insurance coverage. 

Page 6-LR062l(1) 

L.D.1180 




