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By 

December 9, 2016 

Senate Chair and House Chair 
Joint Standing Committee on Appropriations and Financial Affairs 
5 State House Station 
Augusta, ME 04333-0005 

BOARD OF TRUSTEES 
Brian H. Noyes, Chair 
Benedetto Viola, Vice Chair 
Shirrin L. Blaisdell 
Philip A. Brookhouse 
Terry Hayes, State Treasurer, ex-officio 
Peter M. Leslie 
Richard T. Metivier 
Kenneth L. Williams 

Re: Report Required by P.L. 2015 c. 392 (LD 1463 in the 127th Legislature) 

Dear Chairs of the Appropriations and Financial Affairs Committee: 

MainePERS is required under P.L. 2015 c. 392 to submit a report on its long-term 
disability insurance study to the joint standing committee of the Legislature having 
jurisdiction over retirement matters no later than January 4, 2017. I am writing to 
request an extension of that deadline to January 18, 2017. 

We have been working diligently on the study and report for several months. We 
would like to give our Board of Trustees the opportunity to review the report before we 
submit it to the Committee. We had planned to do that at the Board's regular monthly 
meeting on December 8, 2016, but the unexpected illness of a key staff member 
prevented this. The Board does not meet again until January 12,2017. 

We respectfully request an extension of the report deadline until January 18, 2017, 
which would give us the opportunity to present the report to the Board and make any 
final changes based on the Board's feedback. 

Please let us know if you have any questions. 

~Ltc---
Michael J. Colleran 
General Counsel 

LOCATION: 96 Sewall Street (Corner of Capitol and Sewall) 

Tel: (207) 512-3100 Toll-free: 1-800-451-9800 

MAILING ADDRESS: P.O. Box 349, Augusta, ME 04332-0349 

Fax: (207) 512-3101 TTY: (207) 512-3102 

www.mai nepers.org 
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Long· Term Disability Insunmcc 

1\I.aincPEHS Dis,1bihl\' Rclircntt'll l J'. a~k fo'orn· 

Executive Summary 

The 127,h l.cgisiMurc .Joint Standing Committee on ,\ppropriations and l'in;1ncial ,\ITairs 

(C:ommi I tee) l'CtjLICStcd I hat the 1\•[n inc Public I •:mployec Rcli rcment S)'Stl:lll (1\lninc p I ms) study and 

l\.:po rl back to the 12S,h l .c~isla ! UIT Oil !he feasibility of prucming i! lld offering long-lcrm disabili ty 

insurance to the members it ~crvcs. This rct1ucst was I he result of a presentation by J\[ait tcPI·:RS to 

the Committee on thl.! work of the 1\ laim·PI ·:RS Disability Retirement Task l'orce and I.. D. I ~o.\ n 

bill nutho rizing 1\[aincPI;.RS w ofll-r this l\'pe of insurance thHt was sponsorc.:d by Representat ive 

Robert l;oky, \\'dis. i\ l aincP I ~RS \\'ot-kt•d with the Task l:orcc and l\lcrccr, a globall)l·ncfi t~ 

consulting fi rm. to conduct this study. 

\'\'hilc the current 1\ laincPERS disabilit) retirement progrnm work$ for many mt·mbcrs, it can be a 

rruswning experit:nce for o thers. The most di i'licul [ obs t~t cll' is for mcn"'bcrs who H re cxpericnci ng :1 

long-lerm disease or concliLion wltcrl' they arc unable to work. They i'rccluently need financial 

re!'oun:cs Lo get through 1 his period :t ttd apply fm [\ [aincP I m.s disabilit)' ret irtm<.·nt. II owe\ cr. iF 

they arc no t (or noL yet) pcnnancntly disabled, i\ laincP I·:RS cnnnot grant bcnclits. 

l:tincPI ~ ItS pro,·idcs disabilit )' n•li!l'llll'/11 bcnctits, limited by sta tute to members wit h n pt'l'lllrlllt'lll 

disnbility . In contrast, common disabili1 y insura11C<.' products cover short-term and long-term (non­

pcnnnnetlt) disnbilities ~hat typically rew lvc with time :tnd rehabilitation. lainePlo".RS' sl:l tutory 

rc<.1uirements potentially lean; members who ha,·c not yet reach1..·d pcrmnnence, but who arc unable 

to do their job, without some lc\ d or income protection Cor" period of time. This C:t fl create a 

signi fir:tnt linancial hardship Cor these members and their families. 

Sh1Jt'l :1nd long-term disabili ty insurance policies arc ,·chicles th:tt can fi ll ~his gap. These products 

arc commonly made.: available by pri\'atc sector employers to their employees. Long-term disability 

insurance (LTD I) refers ro an insma nee pol icy 1 har protects :1 n employee.: from complete loss o f 

income iC he or she is unable.: to work for :t long period due to illness. injul')·, o r ncciden t. 

Shon -term incom.c replacrmemnccds often can be met !'o r man)' n1cmbcrs through ~ccrucd sick 

and vaca tion lea\'C' crc.:dits. The more challengi ng need is long-Lc.:tTn income rcplacemcn l. 

l\ l ;1ineP I ~ RS and the Disability Retirement Task h>rce conclude that l\ [a inc PI ~ ItS should pwvide 

option~ ! long-term disability in~urance to all part icip~tiug members th rough a third-party 

administl'ator. l\JaincPERS would look to prm·idc option~ co indi,·idual parlicipating emplorc1·s 1hat 

ma)' wish to fully or partially fund the cost o r the progr:tln for their cl11plorees. 

U ndcr any approach where employers arc conlriln u ing toward the costs, the scenario:: priced !'or the 

Task l•orcc show that an employer would rnr bctwccn $95 and S229 per member per year 

depending on the lc,·cJ of participaLion and the particulnr benefits offered. Undt'r approaches whct't' 
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mcmbcrs would contribute, member cost:; would ran~e from $87 to S-L~O ttndcr Lhc same :;ccnarios. 

l,.or et1~tivaknt cm·crage. the cos ts per mt:mbcr Jecrcnsc signi ficantly whc11 coveragc i ~ fully 

employer-paid o r mn nda mry. 

~l:-~incP I .:H.S ~1 11d 1hc '!'ask Force conclude that ~ [aincJ>I ~ I{S should provide long-l ~..: rm disability 

insurrt liCe through a third-pari r adtlli ll i:-; wlto r. f\ Iaine i>I·:RS would :;u·ucturc this program to h:n·e 

optional p:wicipation fo r employers. l·:ach partictpaling employt:r would determine the lc,·cl o f 

funding it would prcl\'idc. Enrollmt:nt would be auLomntic for t:mployecs or parricipating employers, 

with nn opt-our prm·ision. f Ia' ing an opt-out structure would protect employees from imrch·cntnr 

lnck of em crnge, help highlight disability risk:> nnd :1\ nilahlc protections, and lower per-employe<: 

costs b)' i11crensing participa Lion lc,•d s. 

l\Inine P I ~RS :1 11d the 'L'ask l!o rCl' recommend lcgisl:Hionl·xpressl) nuthmizing f\ lnincPI ~RS to oil er 

opt ional long--Ltnn di~abili ty insurance 10 help mitigntc rhc Sl'' ere tinancinl chnllcngcs members mny 

incur when unable to wOl'k due loa long-term medical condition. 

Background of this Report 

The f\ I nine Public l·:mployccs Retirement System (f\ fnine PI mS) formed a stakeholder Lnsk force in 

~01~ due to continuing concern:- nmong stakcholdcrs about the disabilil)' retirement program 

administered by f\ lainc PI ~RS. Tht Disnbility Rtliremenl Tnsk l'o rce (Tnsk f<'orce) wns formcd to 

include cqual rcpres<.:ntation fro111 members. employers, ar1d 1\ lninc PI•: ItS. The MnincPI•:RS 

Executi,rc Dirccwr nets as the ch:~i r. 

'!'he 'l'ask I :orcc fnmiliari7ed it sci f with the l\ lnincP rm.s progrnm. f\ laincPI ·:RS prcwides qualifying 

members wirh l\VO L)'pes or rcLirenwnt benefit~. both or which arc bnscd in statute. The firsl is :1 

scn·ice rclircrncnl bnsecl on length of service and nge. The other is a d isability ret iremen t benefit 

based on hn\' ing a j>l'l'lllm/1111/ disr1bil il)' · 

\'{'hile ~he eurrtnt i\ faincPERS disabiliL) retirement progr:~m works for 111any membcrs, it can be a 

frustrating cxpcriencc for othcr:s. 'l'ht most difCtcult obstacle is fur members who arc experiencing a 

long-tc·rm disease or condition where 1 hey nrc unable.: to work. They frequently need financial 

resources to geL thmugh t·his period and apply for l\lnintPI2RS disabili ty retirement. If they arc no t 

(or not yet) pcnnancmly disabled, MaineP iiRS c~ nnol grant bcnclits. Thi~ can bt: an extremely 

dinicult challenge for ~hcsc members and their [amil ic~. 

The~, ask l!orcc ngrced on a St' l of principles thnt n strong disabili[)' ret irement progr:am sholrld 

embmcc and ngnim t which the)' could mcnsure nny suggested changes to the ~laincPERS program 
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1\Iaincl'EHS Oi~ahilil\ Hcti tl'I IH'III 1',1sl, Fnn'c 

bnscd upon further studr. 1 (Sec: t\tt achmcnt 1) l'ask Force parLid p:uHs <~g rc.:cd to appwach the 

n:vicw uf the disab iJit )' reti rement program b)' identifying modern bc.:~ r practict·s in disabili ty benefi ts 

mnnngcmc.:nt nnd comparing thc.:m to s tan:: law nnd l\ [aincPI •:RS' practice::-. ,\ny cl ifT<.: rencc.:s could he 

more.: closely examined to dererminc.: if ch:tngcs should be c.:onsidcrcd for the [\ [ainc i) I ~RS progmm. 

l ~ach change: would be.: cvaluatt·d to dete rmine if it was wirhi n the nuthoril)' o f 1\ laim:PI•:RS or 

rctllli red legislation. l'vfaim:P ERS and tht Task I :orcc issued an RFP and sek:ctt d [\ [crcer, a global 

bencli ts consul ting firm, to prcwidc the li:; t o l. bc.:s t practices fo r modern dis<tbil it) pwgmms. 

Compari son 

l'hc compnrison of the L\ faincPI ·:RS progr:tm's characteristics and di:c-abLii ty insurancc best practices 

illuminated tlult the M:tincPI•:RS progrf!m is litn ited in scope and dist.i ncrly diffe rent t"rom di~abi l i t y 

insura nee. \'\ 'bile t ltc 1\ IaincPI ~RS program is limited to d isease~ and condition~ that 111:1 kc someone 

pt rmanettdy un~ble to work, cornmonl) n fl"ercd sho rt-term and long-term (non permanent) 

dis~1b ili t )1 insurance products have components that nint to rc:;ol\·c medical condi tions with time and 

rchabilitatit)ll, Lhcreby allowing an L:n tplo~·ce to return lo work . 

Thi~ imporl~tnl distinc t-ion proYidt·d ini tial insight into i"ruslration cxpr<.:ssccl by employers and 

mcmbcrs nbnut the MaineP I ~RS program. Task Force members condliCtcd an employer SULYC)' to 

detcnninc il. tlte 1\[a i ncP f~ RS progntm might be confused wit It long-term disabil ity insurance by 

members and employers. f\lcrcer dt\'elopcd the surn.:y wit h the as~istancc n i' Task Force membc.: r:> 

and sent it to 11 7 employer represcnrat i\ cs inJ um: 20 15. (Sec :\ttachmcnt 2) 

T he Htl"\ ey resul ts demonstrated that: 

• The f\[aincPI•:RS disabil ity rctircmmt program appears to be \'iewcd as a fo rm of long-term 

dis11bilit)' insurance ns well as disability retirement. 

• l •: mploycr human resource dcparlmctlts tha t counsel t\ lainePI·:RS nK·mhcrs about benefits do 

not have H dea r understanding u l"the pwgram or its limits ;utd rhcrcCorc may not coun~c l 

members correctly about its purposL 

• t\ ccc:;s to and usc o f sho rt and long-term di~ )lbi l it y insun1ncc po licit s is incomi~ tcnt among 

tncn tbcrs eligible fo t l\ [aincJli •:RS' disabili ty retirement. 

• Standard hcneftts such as ,-:tcH Lion, sick timL· and sick tim~: banks o ften substitut e fo r short­

term disability insurance bcnctits. 

1 "I he "I ask Fort.:c divHJcd i1s work 1n10 two ~cgmcn~>. The 11rst ts the study of l<)llg term di~ahthrr hL·nc lih, and the 
second ts ndmtn• ~n·mh·c unpro\'CI11C111S to 1hc ,\t.uncP I ~R!' p rogmm. These improvl'menls arc unde1way. 
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Mlli IIC r Ims Dis.tllilil) Rctifl'liH.:II l l'ask l'IHl'l' 

• l·:ven for members wirh workplncc access to long-term disabilill' tn~urancc, panicipation is 

minim:-~ I. 

Task Force Obsel'vations 

i\IaincPI ms pmvidcs retirement disability bcndits as part of the reti rement plans it ndtnini~ t<.-rs !'or 

m·et· 50,000 :-~ctive cmplorcc members and 325 cmploycrs. rl n~k Force participnnt5 concluded that 

most o f these members do not havt adcyuatc income protection !'or long term illness nnd injurr. 

Conn rsely, it nppcars thnt mnny members and their employers mistnkenly btlit\ t· they have broad 

inco111c proJection through their i\fainePERS bem:lit. 

This discrepancy c.:x ists because 1\ lninePERS disabilit)' rc tin.:mcnr benefits nrc limiu.:d to tntl1lbt:rs 

dingnoscd with n disease o r condi 1 ion th}l t has pertmtm·nt functional lin tita t iot 1s associated with it 

th:tt m~tkc il impos~iblc fo r them to perform the duties of their job. The f\l:1 incPf-:H .. S bell<: lit docs 

not co\'e r cxJcndcd illness or absences that may occur befo re th<.: m<.:mbcr n:aches n point o l' 

irnpos~ibiliry nnd permanence. 

Members who apply for i\Lnincl' l :.RS disability reti rement before the standnrds of pennanencc Hnd 

impossibility :~re tm:t canno t be approved for disability retirement bcndits. 

The combination of a shortage o f long-rcrm income protect inn options for public en1plo)•ees and 

the statutory requirements regarding disnbility retiremen t can leave tTtcmbcrs who haH· not yet 

reached permanence, but who arc unable to do thcix job, without income prot eci ion when they need 

it most. If they pmsue MainePI.:RS disltbllit)' tt>tircment and do noL quau(l', but sLill arc unabk to 

work. they may experience extremely distressing personal linancial consc<.j l..tenccs. 

Bnsed on Task Force tinclings nnd i\ laineP I-.:H.s' experience, T}lsk l'orcc participants concluded th:u 

one approach lor reducing this ex posure to stress ful member financinl :dtuations would be Cor 

tvlainePI.:H .. S to offer long-term disability insurance options to particip:11ing employers. This 

conclusion was reached for the fo llowing rensuns: 

l. Short-term disability insurance, long-term disnbility insurance, and disability rl'tiremetll 

programs sen·c disLinctly different rob~ in supporting employees denting with health 

challenges Lhat at'fectlheir ability lO work }lnd their need fo r income n.:placemelll. 

l~ascd on l\IaincPERS' experience, ·omc members may wrn to i\ Iaine PI ~RS when they find 

it is too difficult to work, but before their COtldition bccomcs n permanent disability. 

3. lm:omc proLccLio tl for employees affected by a long-term disease or condition who do no t 

ljliH li t)• ror disability retirement is }'! significant unmet need in 1\ [nine's public secto r. h tnhcr, 

mall)' i\laitlcPERS members :tt·e not co,•ered by Socinl Security Disability Insurance.: because 
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l\Lii•u:PI\RS Dis.,bilil\' l{etirc·mcnt 'l'a ~l, Fore~: 

their ernplo)'C:l. doc:; not participate in Social Securiry. l\ (cmbers who han: determined they 

c:1 n no longer work due to a tliscase or condition have :;e,·ual options fo r short-term income 

con tinuity. The tirsl is to usc thcir accrued sick and vacaLion kan: time un til they ca n return 

to work. T he second is to apply tor an)' don:tted ~ick and vacation time that may be 

avnilablc to them. They can a l~o use any sho n-rcrm disability itlsurance they mar have 

purchased to proddc.: income protection unti l 1 hey can retltrn to their jobs . 

..J.. • \ccess to and usc of long-term ditmhility insurance is inconsistent and sparse. lo single 

option is availnble to all i\Iainc:PERS members.~ 

5. 1•>-: tcnsivc n1istmdcrslanding about rhc limited benefits prm·itlcd b)' Ma incPI.m.S disabilit y 

ret irement exists with both etnploycrs and t\ laine i>I •:RS members. The rehttivc inftTtiLtt'nC)' 

o ( inquiries at most employers rcgnrding tl isnbility retirem('l1t adds lO the climnlc of 

tTt i~understa nd i ng-. (.\pproximatcl)' 1,30(1 of the approximntcl)' 38,500 laincPI·: RS rcLirccs 

arc retired under the disabili ty rctin:menl progmm.) 

6. l·:x ist ing l\ lainePJ ~RS bcnt:lits cannot be modified Lo model long-term disabLli ty insurance 

hcnclits wirhou l fund ing the full costs o f the modilicatiun up fronl. O thcrwi:;c, the change 

might crc·atL· nn un funded liabili ty in ,·iolation of the Tvlaine Constitution. 1 

Request to the Legislatu1'c 

Based on this inl(mnalion and what appears to be confusion and insuH1ci ~.:tH income protection in 

ctTcct for some i\ laincPERS mcn1be rs facing a long-term in jury o r mecl ic:tl cnndiLion, MaincPERS 

and T ask Force members supporred I,.D. l -~63, sponsor~.:d br Rcprescnla ti\c Foley, to study the 

po~s ib iliL)' or l\ lninePI .:H.S prm·iding lo ng-tenn clisabilit)' insurance to help fiJI this gap. 

T he ! 27 th Lcgislnture .J oint Standing Cnmmiuec on .\ppropriations and Fin:-~ncin l ,\flairs 

(Comminec:) discussed this nnd rctJUCSLcd that l\ lainc PI~RS study ami rcporr back lO rhc l28th 

Legislature on the feas ibil ity of procuri llg :1nd offeri ng long-term dis11bil ity insura nce to the members 

it serves.'' 

z The ~ Iaine StHte Employee~ • \ ssoctalton o ffers short term dtsabtlir)' insumm:c with l.'ost~ paid hr parncipa11 ng 
cmplorccs. Similr~rl)', rhe "Iaine Education \ ssociation offers long term disability insurance nr employee cos t. Some 
Parucipating Loc1d Distncts offe• short :111d / or long-term dtsahility tnsurance at employee or shared employer cmplo) cc 
cosr. It appears tha t employees Me more likely to purchase shotT term disabilit)' it1wr.u1.:e than long-tenn when pa)•ing 
the fu ll cost themselves. Based on it1stwuKe industry experience, rhe reason fur th is is that shorr-re rm dis:tbtlity 
insurance is less costly. and few cmploycts expect· to ever twcd long-term clisabilil )' insur;mce. Participation in both rises 
signific:lnrly as the employer-paid share or the premiulll tm:rcases. 
1 ,\lc. Const. art. IX, § 18-.\. 
1 "Sec. 3. Study. The " Iaine Publtc 1\mployees Rellrcmcnr System shall conducr a study on the feasihiliry of procurtng 
nnd offe ring long-tcnn disabilit )' 111Slii1111CC, tncluding the mt•ans by which the 1\lam1: Public l·:mpluyces Rctirem~:nt 

PAGE G 0~ 16 
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l'vhinl'l't·:ns Di~ab i lil) l~l't in:J II l'lll J'a~k [!uret· 

Long-Term Disabili ty Insurance Study 

'l'hc; Task li<ncc asked i\lt.:rce r to prcl\' idc I he most common sc<.:narios used in the private scctor !'o r 

long term disability instttan~.:c. l·:mployn -sponsorcd long-t('l'll'l disabil iLy insut~ncc is rclaLiYc.:l ) 

common in the pri,·a te sector and rdali\·ely uttcommotl in the public sector. 

, \ s with other bcncfits provided by employers to their cmployees, payment of cosls can be exclusi\'<.: 

w n ne panr or shared. l.ong-term tlisability insurance prm iders usc th<.:ir experience regarding 

particip:11ion raws when setting prict·s, anc.l tht w urcc o f premium payments plays a role in 

dete rmi11ing those r;~t es . 

Uptake n i' lnng term disability insurance is generally significantly higher when <.:mployet·-pnid. 

\X 'hetht· r pr('miums are paid by emplorcrs, employees, o r shnred, n significant benefi t nl a 

t\ faineP I •: RS sponsored long-term disabilit~ imura nee program would be access to a sranda rdi%td 

po licy fo r all members working at p;~nicip;Hing employer~. h trther, rhis would enhance the abilit y 

to educate i\ laitH:Pf ·: RS tnembcr~ and cmplo)'c r~ nn the dif"!"crcnc<.: between long-term disahiliL)' 

insmancc and t\laincP I~RS disability retirement. This hopefLilly would reduce some o lthe confusion 

oC members when applying fo r disHbility retirement. 

How Long-Term Disability Insurance Policies Are Structured 

Long-te rm disabilit)' insurance can be offered wtth an) t1umber am.l combination o r options or 

provisio11 :>. The spcciflc provisions inclu<kd in each policy \'nry by employt..:r, parLicularly in relation 

Lo the point in time when employees C.Jllalit)· fm cm•cragc, the income pmteclion prO\riclcd, and tlte 

duration Lh;u bendit pnymcnts will be made. T he provisions included in a po licy drive the per­

employee costs ami the size of the insured pool. 

Long-term disnbilitr instt r;~nce po licies can be structured with auton1atic enrollment for cmpiO)'ets, 

requiring them lO opL-out if the ~.:ove rage is noL desired. or as an opr-in benefit where each employee 

is rcc.luircd to ('(.!tJLiest enrolltT•Cnl. In general, atl opl-out long-term dtsabili ty insmance policr is b ;:; 

expensive 011 a pcr t:lllj>lqyec• bnsis than one requiring atl employee to opt-in becf'tuse expected 

participation mtes arc signi licantly higher, i ncrc;~s ing the i n~urcd pool si%e. 

~ysrcn1 would procure and offer the insurance, the nn tidpatcd <H.Imilllslmtive burdens and expenses associ11tcd with 
ol'fenng rhc insumncc and any other ti1ctors dcrenlllncd rdc,·anr by the 1\ l:•inc Public t·:mployecs Retirement Systt·m. 
The ,\I nine Public I ·:mplorees Reriremcnr Syst'ctn shalt ··cport 1 he result s of it s study under· 1 his sect ion togct h,.,. with any 
··ccommendnt ions nnd suggested legisl:tt ion to rhc joint s b11 1din~ commi1 tee of the I .cgishu Lll'C h:1ving jurisdiction ovt't' 
reri1·cmen• marrers no la rer th:1n J :-r nunry 4, 2017. The joi11t sram.l111g commttrce •nay report out a bill based on the ··eport 
ro rhc Fu~r Rq~utnr Session of the I 28th l.cglsl:-rrurc." 
P.l.. 20 IS c.392 
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Commonly Putchased Long-Term DisabiHty Insurance Scenarios 

r.. lainc:PERS and the Task l•'orcc followed l\[ercer's recommctH.lalion to narrow pricing seen:~ rio:; tn 

1he mosl common combinations or provisions lor pltrposcs of giving H gcncrnl sense of co~ ls. (Sel: 

, \ttacht11('111 ~ for de1:1ils) 

f\!crc<.:r prt·stnlL'd 1hn:c scenarios lo insurance ca rrier~ Ln gcr nn indication of potential costs: 

( I ) I ·:mplorer-paid coYeragc; 

(2) Lin"'itcd employer-paid covcrnge with oplioml addition:1l employee-paid co,·cragc; nml 

(3) ( )ptional employee-paid cm•et:age. 

Disabdit)• insurnncc costs \ arr dcpc11di11g 11ot oul)' upon the t)•pc of CO\'tragc, but how manr people 

nrc in the covered populaLion and enroU in the program. (Sec .\uachme11L 3 for rhc experience in a 

current lOon,. employee-paid plan o iYcred b) 1hc f\lnim· l•:ducaLion .\ ssoci<ttion.) In gcncml, lhc 

following cos Is give a sense or what each of Lhc thrct· mosl common ~c(.' narios :;tudicd could cost 

the employer and/ or employee: ' 

( l) I ·:mployer-paid coverage \.Vherc aU n'lcmben: i11 the [\ lnincPI·:RS pnpula cion arc cm•ercd -

appro.ximntcly S 175 LO S229 per year per cmployct·; 

(2) I ,irnited employer-paid coverngc wirb opuonal more comprehcn~i,·e cmployec-pnid 

cm cragc: 

a. l•: mploycr - .\pproximatcl)' $95 to $ 113 per yea r per employee 

b. I ~mployce - ,\ ppwxima tcly $87 10 S 183 per year assuming 251lto participation 

(3) Optional employee-paid coverage- approximalcl)• $33-J. to S 130 per ycnr depending on 

terms and assuming 25°'o employee parllcip:nion; 

The COSlS o f a long-term disabilit y policy val')' widely depending upo11 lhc terms. Scenario I hns 

term~ acconm1ndating to the employee. '!'he cost:; arc lower primarily b<.·causc the co\'crcd 

populntion i$ high, i.e. IOO"In of erTtployees. Scenario 2 has less compreherlsi,•e employer-paid terms. 

\\'ith optionnl bU)'·Up paid b)' particip:u.ing crnployecs. Sccna rio 3 generall) reduces rhc covered 

popul:uion signilica nlly, making the policy more c:<p('nsive pcr person. 

' Tr ts cs~cnna l to rccogni%c that all the t:osts shvwn here arc for a policy th:ll' is sr:tndnrd in the insuram:c indu~~ry. 

tncl11ding the potl'llfial fo r payment of long term di$~1bili1 y benefits unlll an employee's normal n:lircmc.:nt ~tge. Given 
the cxistcnc<' of dis;tbiliry retirement for .\ laitH.: I'lo:RS mctnlll'r~. acnml cos r~ to cover ll!Ctnbcrs with long term dtsahtlit)' 
insumnce could he lower .• \ ctual t:ost ~ would need to he <JliOtcd given policy provis ion~ that would he appropn:ttc fm 
public scctor employees in i\[:unc. 
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These co~ t s \Vl'l't' clelctmincd u~ing the entire i\ !":tincPI·:RS actin.: mcmbcrship, which is 

approxima tely sou,, state cmplo)•ccs and teachers, and approxin1atdy :wu n Pa nicipating I .nerd 

District (Pl .D) employees. Decisions abm1t employer-paid CO\'Cragc would ha\'c I n be addn.:::;scd by 

each employer. 

Options for Providing Long-term Disability Insurance to MaincPERS 
Members 

BHscd on l'ht work of the Task , .. orcc, Lh rce primary options \\'Cn.: idcnt ified ror .t\ I aincP I ms tn 

pru\'idc long-term Ji~abilit y insuranct· to 1\·laim:PI ·:RS members: 

( I) 100°'" optional c111plo) ee cm·cragc offered tn all l\ [r~inePERS member~ through i\lnint·PL·:RS; 

(:!) h1ll or partial emplnytr pilid CO\'crngc Lhmugh a i\[aincPERS administered policy; 

(3) Optional individual policies independently obtai ned by each employer. 

O ptio 11 .1 is the how long-term disnbility insurance is curren tly :l\'l'lilablc, if at all , to l\ laincP l•: RS 

memlJcrs, i.e. it is ava ilable through a limited number oi' employers. OpLions I nnd 2 can be ere~ led 

thmugh a l\laincPERS program .. \ll l\laineP im.S mctnbcrs would be o ffered opt ion;1l CO\ erage HI 

the beginning of their cmploym~.·nl. Pricing struclllrcs would vaL)' depending on any optional 

inuividually deLCrmincd cmployt:r share of the pi'C:miums. 

Task Force tm:mbers discLJ:>sctl incorporat i11g a long-tel'll"l disability insura nce like bcndl.r in1o the 

existing i\lainePI.:R.S progr:tm by sta tutorily rtmoving the permanence rec1uirement fmm the tirst 

two-year benefit period of a i\LaineP I ~RS disability bcndit. This would enable tcmpom1·ily disabled 

members lO recci\ e 59°n or their salary whiJe thcr allempttd to l'CCOH!l' and l'Cllll'll to work. If Il l 

the end of tha t two-year period rhc member wrts unable to return to \\'Ork and was then permanently 

disabled from performing any form of mcaning(\.d employmen t, the member would be ph1ct·d on 

disability retirement. 

This change would increase th<: costs of the l\fa incPI ms program. L3ccausc rhc disabllit y rctircmt:n t 

program is part of the pension plans administered by MaincPERS, the increased cosr would create a 

liability that may ha\'C to be fuUy funded under ,\nick 9, sect ion lR-,\ of the ConsLiturion of ~ lninc. 

T he Ofticc of the . \LLorney Cenernlm:1y pmddc guid;1ncc on its constitut ionalit y. 

Conclusion 

The bcneli ts of' t1 single progran1 a,·ai lablc ro nU l\lairwPI~ RS members arc substantial. The first 

bcndit is tbar all 1\hliJi<:PEH.S members would hn' c access to incomt: protection should they race an 
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ex tended nbsenct: due to illness. The ~ccnnd is that all m~·mbcrs. and I I R prorc~:;ionals, would 

under~tand the diffcn.:ncc between long-term disability insut·anCl' and thc i\ fairwPI ·:RS disabilit )' 

retirement bcncli1. The importance o r thi~ canno t be m erstated. Task Force pnrticipanls found 

that members mny lea rn 1hc difference between long rcnn disability in~urance and a 1\[aim:I) I•: RS 

disnbility rclircment bcnd it at a po inl in their li' e~ when the)' arc mos t in need o r income prol eclion 

and it is too late to ob1ain ic. The 1hird benefit is that i\ h1 irlePI-:RS mcmhcrs would be part or 1he 

decision on how they wish to pn.:pare fo r unt.orcscen circum::aanccs . 

. \ 1\[aincPlm.S program would be ofrcrcd through ~~ third-party administrator, so there would be 

minimal administratin: burden on 1\fninePI•: R.S. 

f\ laincPI.:RS antl1he l) isahility Rcli remem 'L'ask Force conclude that i\olai lt<.· PI•: RS should provide a 

long-term disabilit)' insurance option to all participating members thmugh a third party 

ndministrator. The goals of this program would be to I) prcl\'itle an income pmtt:ction opportunity 

fflr members experiencing an extended abse11Ce due to a disease or medical condirion; 2) prm·ide a 

strucLun: to maximi7e particip;'l lion; 3) t"ducate members about their ri1tancialrisks associated \\'ith 

unCoreseen medical circumsm nces; a nd -~) dift'en.:nlia!l' 1\lainePERS rclirt" tnelll bene fit~ !"rom 

disabi lity insurance. 

~Iainc PI •:RS would slruct11r<.: this program to ha,·e optioml participation for e~1ch of its 

approximately 325 employers. Each participating employt"r would choose how the benefi ts will bl· 

funded- employer-paid. shared, or cmployt"c-paid. l ~nrollment would be automalic for employt:es 

of pardcipnling employers, with ~Ill opt -out provision. This pro\'i:;ion is critica l ~or i'vfainePlmS 

members to understand their disabil ity risks and how tl10se can be miLigal cd. Spccilically, I his 

n.:quirement woL1Id encourage human resource personnel to dilTerenlialc bctwccn long-term 

disability benefits and disability retirentt:nr. ' l'his would be a great service to members who may 

currently view their i'vlainl'PL~RS reti rement benefit as disability insurance. r laving an opt-out 

stt·ucture also would increase employee p~micipation , which would lower the pcr-cmplo)'ee cost. 

f'v l aine PI ~RS nnd the Task Force recommcncl lcgislalion expressly authori7. ing 1\'la incPERS to o tTer 

rhis pmgram to help mitigate the severe financial challenges members Ill:!)' incur when fac ing long 

LenH di~case~ or conditions. 
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Attachment 1 - Task Force Principles 

• Mai11t:PI.:RS provides a faLr and tr:~ nsparcnl procc~~ fm the detcrn 1inatio1l o [ 

bcneftts that respects the member :~ nd their employer. 

• faind' I ~RS proviucs a f:1ir and tmnsparcn t process relincu through Sys L<:mt'~dcs. 

policies and practices lhnl fLdfills sra tutot)' inLenl nnd mandate. 

• i\laincPI ·: RS proviucs each indi,ridual wirh a thorough review of 1hcir rettuest for 

bcndits, providing all b<.: nc lits to which the individual is cnti tkd b)' law. 

• ' L'h<.: bene lit administratin process is user friendly and able to be understood by all 

npplicams and their employers, pt'f)\' icling critical inro rmation each one needs ro know to 

ful(illthcir respccti'-c responsibili ties. 

• The process is cfl1cicnt. 
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Attachment 2- Task Force Employer Survey Results 

'I hir() -four pcn.:enl of employer representatives receiving the gun·ey responded. Twenty­

nine percent completed thl· entire sut'l'ey, with the rcrnaining S01o complCLing some bu1 nol 

aU of rhe lluesl inn~ . 

• 22.su " o f respondents indic:ll <.:d tht'}' o tTer a shorl term disability program, three­

fo urths o l' whom o ffer a \'Oiunl:tl)' program and onc- l'ourth otTer some Com"l of 

employer cosl sharing o f prcn<iums. 

• Short-term disabilit> bene fi ls ranged froiTI 10 lOOn:" o l weekly pay. \\'ith the 
majority providing 60-70u n. 

• 10.5" n of tespondcnts indicated thcr on·e·· a long-t<.: rm disabiliry program, slighli> 
more than half of whom olTcr a' olunlnry program, and the remaining offering som<.: 
fo rm of ernploycr cost sharing of premiurns. 

• l.ong-tc r111 disability benclits ranged from ·10-7011· n o f pay, with rhe majmity 
providing 60%. 

• Signi!ica1H va riation exists on how members find out nbour 1\ f:~incPERS disabil ity 
ret ircmcnt, wi th responses indica ting sornc Jc,•d of con fusion aboul the progrnm iLscl r. 

• The level of sick time members can earn and bank is gencraUy 1101 sufficient lo pro,·idl· 
continuing income once an adverse health condilion has made it loo difti cult to work. 
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Attachrnent 3- Long-Term Disability Insurance 

Uptake Rates for Teachers through Horace Mann 

Counr 0 f active i\ [a inc p I m .. s t:OVt l'(: d <:mployces: SO, 198 

Counl or acti,·c teachers, principal$, and superintendents: 25,7 1-l 

Counl of i\·[aine l ~ducation .\ ssm:iation (i\ fl ·:.\ ) long-Lerm disability insurance insured pool: 1.126 

Count or 1\ll ~. \ program panicipants opting-in: 72.1 

\ ll nutl tbt: t'S vnlid :ts of ( k tolx:r 31, :w 16 

i\ (1 ·:, \ makes long tcnn clisabilit) insurance available lO teachers, principals, and superintemk:ms. 

i\ [1 ~.\ 's program is known as 1he Voluntary D isabiliL)' Income Plan. It is n\·:tilable statewide from 

the t\ II ~,\ ' 'endor, II oracc t\ [ann, vi}l a payro ll dt:ducl io tL SeYcn hundred Lwenl y four inuividuals 

had oplcd-in LO the pwgram as or October 3 1' 20 16, which is lcs~ than 3% or the eligible individuals. 

The insurance policy provided by t\ II n \; n :ndor also covers a subset of 102 employees who have 

bargained for cm·crage. , \ s a resul t, the total number o f individual:; CO\'<.' tTd under tht: I\ II ~t\ polic)' 

i~ l . t2o. 
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Attachment 4 - Long-Term Disability Insurance 

Sample Pricing Based on 100% MainePERS Active 

Member Popula tion 

Tht: rollowing chn rnct!.! l'lStics nn: common to nil the options prescnrcd: 

• Income rc.:p laccnient is based on pt:mionablc wages; 

• M;tximum time period that p:1ymcnts will b<.: mndc.: (i.e., bcnc·fil~ duration) is until nonmd 

rc·Lirt mCtH age; 

• Period when consideratio11 o t' rhc abil i~y to wmk is limited to rhc it 1di,·idw1 l's own 
occupation is two-}e:tts; 

• Condilions rrc;tl cd \\'l thin Llw.·e-monrhs prior to t)u~dilicn lion and n ri~ ing within 12-months 
afte r liLinlilic:uion arc ineligible fo r disability because pre-existing; 

• Reclaiming disability within I HO-dnys o f being ck-nred from a prior claim docs not rct1 uirc n 

new eUminalion period; 

• Income replacement increases by too,, ror participation in rclu1bi litH tion; 

• I ~a rnetl income and certain or her payments offset the policy b<.:nc lit dollar fo r-do llar; 

• Dcnth benc.:fil <X]Ltals Ihrcc-months of bc11dit paymenLs; 

• Certain siluations, like mcdicnl condition clearing. em.l thc pa)•mcllls; 

• COL\ is applied annually; 

• Jknclits paid for a maximum of two years when claim is psychological o r alcohol/d rug 
based. 

The re~carch conducted by the Task 11o rce to arrive at the three option~ was restricted to t)" pical 

prod!>ions mm t commonly round in r he mark<.:tplacc. This meant that the result!> are not tailored to 

tbc systcm currently in place for public employees in l\ faine (e.g., the nvailability o r disabilit y 

rcurcmenl !"or t ho~e who meet rh<.: permanence cl'it erin and o ther r<.:quircments). ,\ ~a result, the 

ultimate cost for providing long-term disability insurance through 1\ [;~ inePI.:RS may be les~ than 

dcmon~trated bdow .• \ lso worth noting i~ rhnt chc l!UOLCS prm'idcd were genera ted using employee 

census data that included c\·c ry acli\'(: member in a l\ ln tncPI ~RS-covcrcd posiLion (i.e., ~;ta lc, reacher, 

nnd Participating J .ocal District posit ions). ln n situation wher<.: all l\ laincPI ·:RS-cm·cred emplo) ees 

were not pnrr o r the insurance pool. pricing would vnry depending on changes in the risk proCtk. 
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Th<: prim:u y r:~c l ors a ca rrier would consider whn1 assigning risk include the l)'pcs of position:; 

covered (t.g .• public snfcty vs. profi..·ssional ofticc t\ln ff, etc.) and the ages and gender of pool 

mctnb<.TS. \ II option-spccilic prm·isions arc dcscrilx•d under e:1ch scenario below. 

Option 1 - l·:mploycr-Jlaid. All costs nssocintcd with this scenario ~Ire pnid by employers. 

Prodsions spccilic Lo this policy arc: ( I) l-!.ligibility immcdia tcly upon hire; (2) Cap of less t hn 11 one 

month does 1101 count as a brca k in scn icc; and (J) Income rcplaccmcn t is 60°·n of pcnsionabl<: 

ea rnings, but with a monthly maximum bcndit or S I 0,000. 

90-dny elimination p<:riod . \ nnual Co~t I l LSOO,OOO 

(avcragc an nual cost per cmployC'c - $229) 

18! I-da)' climinn 1 ion pt.:riocl , \nnual Cosr $H,HOO,OOO 

(a ' crage :'In nun I cos! per cmployce - S 175) 

Option 2 - Hl0 <~ I ~mployer-Paid with 2tY'" O pLional l·:mployce Buy-up. The cosrs a~sociatcd with 

this sccnnrio arc sharcd. Pro\'i ~ions specitic to thi~ policy nrc: (I) Eligibilil)' after six months oC 

cmployntcnt; (2) Cap or three months or less docs nol coum as a brerl k in se rvice; and (3) lnconll' 

rcplnccmenr is up to 60% of pemionablc L·arnings, but with a monthly maximum bene lit or S I 0,000. 

The costs presume payments arc madC' by thc employer fo r I (J()0/0 or employees, and 25~' II o f the 

emplorecs take ad\'antagc of rhc buy-up. 

90-day climimnion period (LOtal) ,.\nnual Cost $8,000,000 

Employer P() rl ion 

I •:mploycc Ponion 

I HO-day elimination period 

Employc r Portion 

l ~mplorce Buy-up 

, \1111Lifll Cost $5,700.000 

(:wcrag<.' nnnual cost per employee ::;: ~ ll3) 

,\nnu,\1 Cost $2,300,000 

(ave rage an11wd cost per emplo)'('C ::;: $183) 

,\nnun l Cost $5,900,000 

, \nnwd Cost S-+,800,000 

(anragc annual cosr per employL·c ::;: $95) 

,\ nnua l Cost ~ l, 100,000 

(avcragc annwd cost per employee = $87) 

Option 3 - l ~mploycc-Paid . The co~ t s associated \vilh this scenario arc pnid by individual 

employees. Pro' isions speci fic to this policy arc: ( l) l•:tigibilil y after six months o r employment; (2) 

Gap or three months or lcs~ docs not count as a brenk in sctYice; and (3) lncon1c replacement is up 
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to 601)" of pt'nl'ionabk cami ng~. but with a monLhly maximun1 benefi t o l' S IO,OOO. The costs 

presume thai 25u,, o f employees Yoluntarily panicipnte in the program. 

90-day elimination period ,\nnual Cost $5,400,000 

(a,•cmgc ;~nnua l cost per en1ploycc = $-BO) 

180-day climina 1 inn period . \ n n ua I Co~ l S-1-,200,000 

(a,•cragc annual cost per employee = ~33-1) 


