CHAPTER 20

LIFE AND HEALTH BENEFITS 

 (Ref.  Title 5 U.S. Code, Chapters 87 & 89 and 5 CFR part 870 & 890)

The Federal Government established the federal Employees’ Group Life Insurance 

(FEGLI) program in 1954.  It is the largest group life insurance program in the world, covering over 4 million federal employees and retirees, as well as many of their family members. 

FEGLI provides group term life insurance.  As such, it does not build up any cash value or paid-up value.  It consists of Basic Life insurance coverage and three options.  In most cases, new federal employees are automatically covered by Basic Life insurance and payroll offices deduct premiums from paychecks (unless the employee waives the coverage).  In addition to the Basic coverage, there are three forms of Optional insurance that can be elected. The employee must have Basic insurance in order to elect any of the Optional insurance. Unlike the Basic coverage, enrollment in the Optional insurance is not automatic, the employee must take action to elect the options.  

The cost of Basic insurance is shared between the employee and the government. The employee pays 2/3’s of the total cost and the government pays 1/3.  Age does not affect the cost of Basic insurance.  The employee must pay the full cost of Optional insurance and the cost varies depending on the employee’s age.  





LIFE INSURANCE 

Basic Life Insurance 

An employees Basic insurance amount (BIA) is either:  (1)  his/her annual rate of basic pay (rounded to the next thousand) plus $2,000 or (2) $10,000 whichever is higher.  An employees Basic Life insurance coverage automatically changes whenever annual pay is increased or decreased.  If the employee is 44 years of age or younger, the amount of his/her BIA is multiplied by a factor (1.1 to 2.0) that varies depending on the employee’s age. 

Optional Life Insurance

· Option A coverage is $10,000.  

· Option B coverage comes in multiples of 1, 2, 3, 4, or 5 times the employee’s annual pay (rounded to the next highest thousand).  The amount of coverage in Option B automatically changes whenever annual pay is increased or decreased by an amount sufficient to raise or lower pay to a different $1,000 bracket. 
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· Option C coverage is $5,000 payable upon the death of a spouse and $2,500 payable upon the death of an eligible child.  Employees may elect multiples of 1, 2, 3, 4, or 5 times the coverage identified above.  Payments are made to the insured employee. 

Open Enrollment Periods

There are no regularly scheduled open enrollment periods for life insurance.  Open enrollment periods are only held when specifically scheduled by the Office of Personnel Management (OPM).  During an open enrollment period eligible employees may cancel their existing waivers of Basic and/or Optional insurance.  

HEALTH INSURANCE 

The Federal Employees Health Benefits (FEHB) Program is the largest employer sponsored health benefits program of its kind.  The program was established by Congress in 1959 and now provides benefits to more than 9 million federal enrollees and dependents through contracts with close to 300 insurance carriers.  

Managed Fee-for-Service plans  

These types of plans reimburse the employee or the health care provider for covered services after the services are received.  Employees who enroll in these kinds of plans can choose their own physician, hospital and other health care providers. These plans are considered “managed” because they all contain features such as pre-certification of hospital admissions and utilization review of on-going care.  Most of these plans also have preferred provider arrangements in most parts of the country.   

Health Maintenance Organization (HMO) plans

HMO plans offer a comprehensive array of medical services, emphasizing prevention and early detection of disease, through contracted physicians, hospitals and other providers in particular geographic locations.  

Point of Service (POS) Product plans 

Some FEHB plans have begun to blend their features.  A number of fee-for-service and HMO plans now offer both forms of health care delivery – known as “in-network” and “out of network.”  In an HMO that offers a POS product, the POS product acts like a fee-for-service plan.  The HMO enrollees may use non-affiliated (out of network) providers but the services will cost them more in terms of deductibles and coinsurance, than if they used plan providers. 
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Enrollment  Changes 

Outside of Open Season, federal employees may enroll and annuitants and employees may change their enrollment in the FEHB program if certain changes in family status, employment status, or losses of health benefits coverage occur. 

Temporary Continuation of Coverage (TCC)   

If an employee leaves federal employment, they will probably be eligible for TCC – unless the employee is separated for gross misconduct.  TCC can continue the employee’s enrollment for up to 18 months.  Generally TCC enrollees must pay the total premium (without a government contribution) plus a 2% charge for administrative expenses.  

Accreditations

Accreditation is a rigorous and comprehensive evaluation process where nationally recognized organizations assess the quality of the key systems and processes that managed care organizations (HMO or POS plans) use.  Accreditation also includes an assessment of the care and service plans are delivering in important areas of public concern such as immunization rates, mammography rates and member satisfaction.  Plans willing to go through an accreditation review, show a commitment to continuous quality improvement and accountability.  

FEHB Web Site  

Employees can obtain current and valuable information on the FEHB program at the FEHB web site: www.opm.gov/insure
The Army Benefits Center for Civilians (ABC-C)

Army civilians can change their benefits, such as health and life insurance over the phone or on the Web (www.abc.army.mil), as the local Civilian Personnel Advisory Centers (CPACs) have transferred many services to the Army Benefits Center for Civilians (ABC-C).  The benefits center is located at Fort Riley, Kansas.  It provides automated services regarding retirement, life insurance, health benefits, survivor benefits, and the Thrift Savings Plan to Army civilian employees.  The center uses state-of-the-art technology to allow  access to personal and general information and to process benefits transactions.  The ABC-C replaces the old way of doing business.  Now most transactions will be processed overnight, and civilian employees can verify their transactions by revisiting the automated systems or by checking their Leave and Earnings Statements (LES).  
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QUESTIONS AND ANSWERS 

Q:  Who is eligible to enroll in the Federal Employee’s Group Life Insurance (FEGLI) program? 

A:   Most permanent Federal employees, including part time employees are eligible to enroll in the FEGLI life insurance program.  Participation is entirely voluntary.  However, if the employee is eligible, he/she is automatically enrolled in Basic unless they waive this coverage.  Temporary and intermittent employees are not eligible for coverage.  

Q:  What is Basic Life insurance? 

A:   Basic Life insurance provides term life insurance at low group rates. 

Q:  When does coverage begin? 

A:   Basic Life insurance coverage is effective on the first day the employee enters in a pay and duty status.  Pay and duty status means the employee is at work and not on annual or sick leave, excused absence, or otherwise absent from duty.   

Q:  When does coverage cease if a waiver is completed? 

A:   Employees may waive basic coverage at any time.  The waiver will be effective at the end of the last day of the pay period in which the CPOC receives it. 

Q:  How long do employees have to decide to elect Optional Life insurance? 

A:   Employees have 31 days from the date of his/her appointment to an eligible position in order to elect Optional Life insurance.  

Q:  Is a physical exam required for FEGLI insurance? 

A:   No physical exam is required unless the employee declined coverage at some previous time.  
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Q:  Do all employees pay the same amount for coverage? 

A:   No.  The amount of coverage is based on the employee’s salary.  As the employee’s salary changes, the premiums change.  

Q:  What percentage of the premiums does the employee have to pay for Optional Life insurance? 

A:   The employee pays to total cost for Optional coverage.  The cost for Optional Life insurance varies depending on the age of the employee. 

Q:  When are life insurance benefits paid? 

A:   Benefits are paid in the event of the death of the employee, no matter how it was caused. 

Q:  Do employees need to designate a beneficiary for FEGLI benefits? 

A:   If employees do not designate a beneficiary, FEGLI benefits will be paid  “in order of precedence” – (1) widow or widower; (2) child or children (in equal shares); (3) parents.  

Q:  Can the employee continue FEGLI coverage into retirement? 

A:  If the employee has had coverage for at least five years, he/she may continue FEGLI coverage into retirement. 

Q:  Who is eligible to participate in the Federal Employees Health Benefits (FEHB) program?  

A:  All permanent employees and specific temporary employees are eligible to participate in FEHB. 

Q:  Is enrollment in FEHB mandatory? 

A:  No, employees may decline to take any coverage in the program. 
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Q:  What kinds of plans are available in the FEHB program? 

A:  There are three types of plans – Managed Fee-for-Service plans; Health Maintenance Organization plans (HMOs) and Point of Service (POS) product plans

Q:  What are the basic differences in these plans?

A:  The plans differ in the basic benefits offered; the supplemental benefits, the method of payments; and the premiums. 

Q:  Can an employee be denied from enrolling because of health, age or type of work performed? 

A:   No.

Q:  Does the employee pay the total cost of health benefits? 

A:  The cost of health insurance through FEHB are shared by the employee and the Federal government. 

Q:  When do premiums change for FEHB coverage? 

A:  OPM negotiates rates with the various insurance companies participating in the FEHB each year.  If new rates are established, they begin on the first day of the first pay period in January of the following year. 

Q:  When is enrollment in FEHB terminated?

A:   Coverage is terminated the last day of the pay period when an employee is furloughed, separated, dies, completes 365 days in a non-pay status, or enters military service for a period of not less than 30 days. 

Q:  If an employee resigns, can he/she continue health insurance coverage?

A:  Employees have 31 days after resignation to request conversion coverage from the insurance carrier.  The health insurance coverage will continue during this 31-day period at no cost to the employee. 
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