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LESSON 20

LIFE AND HEALTH BENEFITS

OVERVIEW_______________________________________________________ 

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.

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.

______________________________________________________________________________

Purpose

This lesson plan provides an overview of the insurance coverages available to federal employees. 

_____________________________________________________________________________
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After completing this lesson you should be able to – 

· Identify the life insurance options available to federal employees

· Explain some of the differences in the health insurance programs available to federal employees

_____________________________________________________________________________

In this Lesson

This lesson contains the following maps:

Map Title
See Page 

FEGLI Life Insurance 
20-2/3

Health Insurance
20-3/4

Practical Exercise #20
20-4/5

_____________________________________________________________________________

Federal Employees Group Life Insurance (FEGLI) 

FEGLI provides group term life insurance.  FEGLI 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 & 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.
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· 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 employee’s 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. 

· 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. 

Federal Employees Group Life Insurance FEGLI (continued):
· 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
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· 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.  

Health Insurance (continued): 
· 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. 

· 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. 

_____________________________________________________________________________

PRACTICAL EXERCISE #20
Review the statements listed below and then indicate whether the statement is true or false by placing a “T” or an “F” in the answer box on the right.

Statements

  



  
     
   True or False 

New federal employees must waive coverage or they will be automatically covered by FEGLI.







HMO plans provide health care coverage through contracted physicians and hospitals. 







With a few exceptions, changes to enrollment in the Federal Employees Health Benefits program must be made during the open season. 







The FEGLI life insurance policy has a cash value after 10-years of continuous coverage. 







Under optional FEGLI coverage there are four possible plans – Options A, B, C and D. 







Open enrollment for FEGLI coverage usually occurs in the fall of each year. 







Managed fee-for-service health plans require allow federal employees to choose their own physician and health care provider. 







Employees must have the basic FEGLI coverage in order to elect any optional insurance. 







Optional Life Insurance is automatic unless waived by the employee.
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