United States
Office of Personnel Management

Retirement and Insurance Service

Benefits Administration Letter
Number: 97-211 Date: October 30, 1997

Subject: Federal Employees” Group Life Insurance: New FEGLI Regulations

GENERAL INFORMATION

Regulations Rewritten The Federal Employees® Group Life Insurance (FEGLI)
regulations have been completely rewritten.

The final regulations were published in the Federal Register on
September 17, 1997, and they became effective October 17,
1997. A copy is attached.

Merger of 5 Parts The new regulations eliminate parts 871, 872, 873, and 874 of
title 5. All material previously contained in those parts has been
merged with the material in part 870, so that everything is now
contained in the one part (870).

Other Information The order of the regulatory material has been somewhat changed,
and the language has been simplified to make the regulations
easier to understand.

These regulations also finalize the Living Benefits and
assignment regulations, which were previously published as
interim regulations.

CHANGE TO ASSIGNMENT REGULATIONS

Previous Regulations When the assignment regulations were originally published, they
Civil Service Federal Employees Federal Employees Federal Employees
Retirement Group Life Health Benefits Retirement

System Insurance Program System



New Regulations

Timing Is Critical

Advising Employees

stated that if an employee or annuitant elected a Living Benefit,
he/she could not then assign any remaining insurance.

Effective October 17, 1997, employees and annuitants who have
elected a Living Benefit may assign the remainder of their
insurance (Option A, Option B, and any remaining Basic
insurance).

(We have not changed the reverse, however. A person who
assigns his/her insurance cannot elect a Living Benefit; nor can
the assignee elect a Living Benefit on the person's behalf.)

A Living Benefit election is not effective until the insured
individual has cashed or deposited the Living Benefit check.

An assignment, however, is effective the day the employing
office receives a properly completed assignment form (RI 76-10).

Therefore, if an employee or annuitant submits an assignment
form before the Living Benefit election is complete (i.e., before
cashing or depositing the Living Benefit check), he/she is no
longer eligible to receive a Living Benefit.

To make sure employees and annuitants are aware of the
possibility of assigning their remaining insurance - and the need
to be careful in timing the assignment - the Office of Federal
Employees® Group Life Insurance (OFEGLI) has started mailing
a notice to all persons who request a Living Benefit application.

If the employing office has received an FE-8A (Agency
Certification for FEGLI Living Benefits, indicating that an
employee has applied for Living Benefits) but has not received an
FE-8C (Explanation of Benefits, indicating that the person has
cashed or deposited the check), the Living Benefits election may
not yet be complete.

If an employee in these circumstances requests an assignment
form, the employing office should ask whether he/she intends to
continue with the Living Benefit application. If the employee
wants to continue with the Living Benefits application, the
employing office should remind him/her not to turn in the
assignment form until after cashing or depositing the Living



Premature Assignments

Information for
Viatical Settlement
Companies

Benefit check.

If an employee does submit a properly completed assignment
form before the employing office has received an FE-8C, the
employing office should contact OFEGLI immediately, by calling
Ms. Laurie Buckley on 212-578-7505.

If OFEGLI says that the Living Benefit check has been cashed or
deposited - and the agency just hasn't received the FE-8C yet -
everything is OK.

If OFEGLI says that the Living Benefit check hasn't been issued
yet, notify them that the employee has assigned his/her
insurance; also notify the employee that he/she is no longer
eligible to elect a Living Benefit because of the assignment.
OFEGLI will void the Living Benefit application and will send a
notice to that effect to the individual.

If OFEGLI says that the Living Benefit check has been issued but
not yet cashed, OFEGLI will put a stop payment on the check
and will notify the individual that the assignment makes him/her
ineligible to receive a Living Benefit and that he/she must return
the Living Benefit check to OFEGLI.

When an employing office is contacted by a viatical
settlement firm regarding an employee who has elected a
Living Benefit, the employing office should notify the viatical
settlement firm of the Living Benefit and the amount of Basic
insurance left, if any.

Attachment

@%M

Abby L. Block, Chief
Insurance Policy
and Information Division




Publ i cation date Septenber 17, 1997
6325- 01

OFFI CE G- PERSONNEL  VANAGEMENT
5 CFR Parts 870, 871, 872, 873, and 874
RIN 3206- AF32, 3206- AG/9, 3206- A8

Federal Enpl oyees' G oup Life Insurance Program
Merger of Life Insurance Regul ati ons;
Living Benefits; Assignnent of Life Insurance

ACENCY: O fice of Personnel Managenent.
ACTION Final rule.

SUWARY: The O fice of Personnel Managenent (CPM is issuing
final regulations to conbine the five parts of title 5 of the
Code of Federal Regulations relating to the Federal Enpl oyees
Qoup Life Insurance (FEG.I) Programand to sinplify the | anguage
of the regulations. This will ease admnistration and aid in
understandi ng the Program W also are issuing final regul ations
to inplement the FEAI Living Benefits Act and assignnment of life
I nsur ance.

EFFECTI VE DATE: Cctober 17, 1997
FOR FURTHER | NFCRVATI ON CONTACT:  Karen Lei bach, 202-606- 0004.

SUPPLEMENTARY | NFCRVATION On May 3, 1995, COPM publ i shed
proposed regul ations (60 FR 21759), nerging the five parts of
title 5 of the Code of Federal Regulations relating to the
Federal Enpl oyees' G oup Life Insurance Program

The nerger deletes parts 871, 872, 873, and 874 and conbi nes
the informati on now contained in those parts into an expanded
part 870. This results in a conplete presentation of material in
one pl ace.

In addition to nerging the regul ati ons, we reorgani zed the
material; incorporated sone naterial formerly found in Federal
Per sonnel Manual (FPM Suppl enent 870-1, which was abolished as
of Decenber 31, 1994; and sinplified the | anguage to nmake the
regul ati ons easi er to understand.

V¢ received one comment froma retiree organi zation, which
expressed approval of the consolidation and the sinplified
| anguage.

V¢ nmade changes to reflect statutory changes since the
proposed regul ati ons were prepared and nade ot her m nor | anguage
nodi fications and clarifications.

O June 15, 1995, OPM published interimregul ations (60 FR



31371), inplenmenting Public Law 103-409, the FEQ. Living
Benefits Act, which permts termnally ill individuals covered by
FEAI to elect a lunp sumpaynent of their Basic insurance as a
living benefit.

V¢ recei ved one comment froman individual who suggested
al l owi ng covered individuals to make such an election prior to

their becomng termnally ill and allow ng sonmeone ot her than the
insured to nake the election. The Living Benefits Act states
that a termnally ill individual nay elect a Living Benefit.
Termnally ill is defined as having a |ife expectancy of 9 nonths

or less. Therefore, OPMdoes not have the statutory authority to
permt such elections prior to an individual's being diagnosed as
termnally ill. W reviewed the requirenent that only the
insured may elect a Living Benefit. At the present tinme we are
not experiencing a problemin this area. However, we wll
continue to nonitor the situation to determne whether any
changes shoul d be nade in the future.

VW nmade one significant change to the Living Benefits
regul ations. The interimregulations state that if an individual
elects a Living Benefit, he/she cannot then assign any renaini ng
insurance. W reeval uated that position and have revised the
regul ations to state that an individual can assign his/ her
remai ning i nsurance (if any) followng a Living Benefit el ection.
W al so nade changes in nunbering and | anguage to conformthe
Living Benefits regulations to the order and style of the nerged
regul ati ons.

On Cctober 4, 1995, OPM published interimregul ations (60 FR
51881), inplenenting Section 4 of Public Law 103-336, which
permts all insured Federal enployees and forner enployees to
i rrevocably assign ownership of their FEQ. insurance.
Previously, only judges coul d assign ownership of their
I nsur ance.

V% recei ved one comment froma Federal agency asking whet her
the reference to "other person(s)" was intended to prevent the
assi gnee fromdesignating a corporation as a conti ngent
beneficiary and al so suggesting that the regul ati ons incl ude
instructions concerning procedures for reassigning the insurance.
The regulations in place at the tine included a "corporation” in
the definition of "person.” The definition of "assignment" also
specifically includes transfer of ownership to a corporation. We
do not believe that regulations are the appropriate forumfor
detailed instructions. Instructions nore properly belong in
handbooks, operating nanual s, and ot her gui dance to agenci es.

The comment or al so suggested sone perfecting | anguage
changes. W accepted sone of these suggestions. W al so nmade
changes i n nunbering and | anguage to conformthe assi gnnent
regul ations to the order and style of the nerged regul ati ons.

Requl atory Flexibility Act




| certify that these regulations will not have a significant
econom c inpact on a substantial nunber of small entities,
because the regulations will affect only Federal enpl oyees,
annui tants, and conpensati oners.

List of Subjects in 5 CFR Parts 870, 871, 872, 873 and 874
Admni strative practice and procedure, Government enpl oyees,
Host ages, Iraqg, Kuwait, Lebanon, Life insurance, Retiremnent.
U S. OFFI CE OF PERSONNEL MANAGEMENT

Jani ce R Lachance
Acting D rector

Accordingly, GPMis anending title 5, Code of Federal
Regul ations, as foll ows:

1. Part 870 is revised to read as fol | ows:
PART 870 - FEDERAL EMPLOYEES GROUP LI FE | NSURANCE PROGRAM

Subpart A - Adm nistration and General Provisions
Sec.

870. 101 Definitions.

870. 102 The poli cy.

870. 103 Correction of errors.

870.104 Initial decision and reconsideration.

Subpart B - Types and Anount of | nsurance
870.201 Types of insurance.

870.202 Basic insurance anount (BlIA).
870.203 Post-el ection BIA

870.204 Annual rates of pay.

870.205 Anount of ptional insurance.
870.206 Accidental death and di snenbernent.

Subpart C - Eligibility
870.301 Higibility for life insurance.
870. 302 Excl usi ons.

Subpart D - Cost of I|nsurance

870.401 Wthhol dings and contri butions for Basic insurance.

870.402 Wthhol dings for Qoptional insurance.

870.403 Wthhol di ngs and contributions foll ow ng a Living
Benefit el ection.

870.404 Wthhol di ngs and contri butions provisions that apply to
both Basic and Optional insurance.

870.405 D rect premumpaynents under 5 U S.C chapter 84
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( Feder al

Subpar t
870. 501
870. 502
870. 503
870. 504
870. 505
870. 506
870. 507
870. 508
870. 509

Subpar t
870. 601
870. 602
870. 603

Subpar t
870. 701
870. 702
870. 703
870. 704
870. 705
870. 706

Subpar t
870. 801
870. 802
870. 803

Subpar t
870. 901
870. 902
870. 903
870. 904
870. 905
870. 906
870. 907
870. 908
870. 909
870. 910

Subpar t

E -

Enpl oyees' Retirenent System - FERS).

Cover age

Basi c insurance: effective dates of automatic coverage.
Basi ¢ i nsurance: waiver/cancellation of insurance.
Basi ¢ i nsurance: cancelling a waiver.

Optional insurance: election.

Optional insurance: waiver/cancellation of insurance.
Optional insurance: cancelling a waiver.

Qpen enrol | ment peri ods.

No

npay st at us.

Transfers to international organizations.

F -
Te
Te
Co

G -
E

Term nati on and Conversi on
rmnation of Basic insurance.
rmnation of Qptional insurance.
nversi on of Basic and Qptional insurance.

Annui tants and Conpensati oners
igibility for life insurance.

E ection of Basic insurance.
Anmount of life insurance.

Re

instatenent of l|ife insurance.

Reenpl oyed annui tants.
MRA- pl us- 10 annui tants.

H -

Order of Precedence and Designation of Beneficiary

O der of precedence and paynent of benefits.
Desi gnati on of beneficiary.

Ch

ild incapabl e of self-support.

Assignnments of Life Insurance

Assignments permtted.

Va

ki ng an assi gnnent .

Ef fective date of assignnent.
Anmount of insurance.
Wt hhol di ngs.

Ca
Te
An

ncel | ati on of i nsurance.
rmnati on and conversi on.
nui tants and conpensati oners.

Desi gnati ons and changes of beneficiary.
Notification of current addresses.

J -

Benefits for United States Hostages in Irag and

Kuwait and United States Hostages Captured in Lebanon
870.1001 Pur pose.

870.1002 Definitions.

870. 1003 Coverage and anmount of i nsurance.
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870.1004 Effective date of insurance.

870. 1005 Prem urms.

870. 1006 Cancell ation of insurance.

870. 1007 Term nation and conversi on.

870. 1008 O der of precedence and designati on of beneficiary.
870. 1009 Responsibilities of the U S Departnent of State.

Subpart K - Living Benefits

870.1101 Higibility for a Living Benefit.
870.1102 Anmount of a Living Benefit.

870. 1103 H ection procedures.

Authority: 5 U S . C 8716.
Subpart A - Adm nistration and General Provisions

§ 870.101 Definitions.

Annui tant neans a former enployee entitled to an annuity
under a retirenent systemestablished for enpl oyees. This
includes the retirenment systemof a nonappropriated fund
instrunentality of the Departnent of Defense or the Coast Cuard.

Assign and assignment refer to an individual's irrevocabl e
transfer to another individual, corporation, or trustee al
owner shi p of FEQ.l coverage (except ption C).

Assi gnee neans the individual, corporation, or trustee to
whi ch an individual irrevocably transfers ownership of FEQ.I
coverage (except Qoption Q).

Child, as used in the definition of famly nmenber for Q(ption

C coverage, neans a legitimate child, an adopted child, a
stepchild who lives with the enpl oyee or fornmer enployee in a
regul ar parent-child relationship, or a recognized natural child.
It does not include a stillborn child, a grandchild, or a foster
child. The child nust be under age 22 or, if age 22 or over,
nmust be incapabl e of self-support because of a nental or physical
disability which existed before the child reached age 22.

Child, as used in the order of precedence for paynent of
benefits, neans a legitimate child, an adopted child, or a
recogni zed natural child, of any age. It does not include a
stepchild, a stillborn child, a grandchild, or a foster child.

An individual who has reached age 18 is considered an adult and
can receive a benefit paynment in his/her nane. However, if the
age of adul thood where the individual has his/her |egal residence
is set at a lower age, the individual is considered an adult upon
reaching that | ower age. Adopted children do not inherit from
their birth parents under the order of precedence stated in 5

U S.C 8705, other than as designated beneficiaries, but inherit
fromtheir adoptive parents. However, a child who is adopted by
the spouse of a birth parent inherits fromthat birth parent.
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Conpensati on_ neans conpensati on under subchapter | of
chapter 81 of title 5 United States Code, which is payabl e
because of an on-the-job injury or disease.

Conpensat i oner  neans an enpl oyee or forner enpl oyee who is
entitled to conpensation and whomthe Departnent of Labor
determnes is unable to return to duty.

Date of retirement , as used in 5 U S.C 8706(b)(1)(A), nmeans
the starting date of annuity.

Dependent neans living with or receiving regular and
substantial support fromthe insured individual.

Duly appointed representative of the insured's estate neans
an individual named in a court order granting the individual the
authority to receive, or the right to possess, the insured s
property; the order nust be issued by a court having jurisdiction
over the insured's estate. Wiere the law of the insured s |egal
resi dence provides for the admnistration of estates through
alternative procedures which do anway with the need for a court
order, this termal so neans an individual who shows that he/she
is entitled to receive, or possess, the insured s property under
the terns of those alternative procedures.

Enpl oyee neans an individual defined by section 8701(a) of
title 5 United States Code.

Enpl oying office neans the agency office or retirenent
systemoffice that has responsibility for life insurance actions.

(1) The Admnistrative Ofice of the United States Courts is
the enploying office for judges of the follow ng courts:

(i) All United States Courts of Appeals;

(i) Al United States District Courts

(iii) The Court of International Trade;

(iv) The Court of Federal dains; and

(v) The District Courts of GQuam the Northern Mariana
| slands, and the Virgin Islands.

(2) The Washi ngt on Headquarters Services is the enpl oying
office for judges of the United States Court of Appeals for the
Armed For ces.

(3) The United States Tax Court is the enploying office for
judges of the United States Tax Court.

(4) The United States Court of Veterans Appeals is the
enpl oying office for judges of the United States Court of
Vet er ans Appeal s.

Fam |y nenber neans a spouse (including a valid common | aw
marriage) and unmarried dependent child(ren).

| mediate annuity neans

(1) An annuity that begins no later than 1 nonth after the
date the insurance woul d otherw se stop (the date of separation
fromservice), and

(2) An annuity under 8 842.204(a)(1) of this title for which
the starting date has been postponed under 8§ 842.204(c) of this
title.
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Judge neans an i ndividual appointed as a Federal justice or
judge under Article | or Article Ill of the Constitution.

CFEAl neans the O fice of Federal Enployees' Goup Life
| nsurance, which pays benefits under the policy.

OPM neans the O'fice of Personnel Managenent.

ONMP neans the O fice of Wirkers' Conpensation Prograns,

U S. Departnent of Labor, which adm nisters subchapter | of
chapter 81 of title 5 United States Code.

Parent mneans the nother or father of a legitimate child or
an adopted child. The term parent includes the nother of a
recogni zed natural child; it also includes the father of a
recogni zed natural child if the recognized natural child neets
the definition provided bel ow

Recogni zed natural child , with respect to paternity, is one
for whomthe father neets one of the follow ng:

(1) (i) Has acknow edged paternity in witing;

(i1) Was ordered by a court to provide support;

(iii) Before his death, was pronounced by a court to be the
f at her;

(iv) Was established as the father by a certified copy of
the public record of birth or church record of baptism if the
insured was the infornmant and nanmed hinself as the father of the
child; or

(v) Established paternity on public records, such as records
of schools or social welfare agencies, which showthat with his
knowl edge the insured was naned as the father of the child.

(2) If paternity is not established by paragraph (1) of this
definition, such evidence as the child' s eligibility as a
recogni zed natural child under other State or Federal prograns or
proof that the insured included the child as a dependent child on
his inconme tax returns may be considered when attenpting to
establish paternity.

Reconsideration means the final |evel of admnistrative
review of an enploying office's initial decision to determne if
the enpl oying office followed the | aw and regul ations correctly
in making the initial decision concerning FEGI eligibility and
cover age.

Service means civilian service which is creditabl e under
subchapter 111 of chapter 83 or chapter 84 of title 5 United
States Code. This includes service under a nonappropriated fund
instrunentality of the Departnent of Defense or the Coast Quard
for an individual who elected to remain under a retirenent system
establ i shed for enpl oyees described in section 2105(c) of title
5.

Termnally ill rmeans having a nmedical prognosis of alife
expectancy of 9 nonths or |ess.

Underdeduction neans a failure to withhold the required
amount of life insurance deductions froman individual's pay,
annui ty, or conpensation. This includes nondeductions (when none
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of the required anmount was withhel d) and partial deductions (when
only part of the required anount was w t hhel d).

§ 870.102 The policy.

Basic, Qotion A, ption B, and ption C benefits are payabl e
according to a contract with the conpany or conpani es that issue
a policy under § 8709 of title 5, United States Code. Any court
action to obtain noney due fromthis insurance policy nust be
t aken agai nst the conpany that issues the policy.

§ 870.103 Correction of errors.

(a) The enploying office may nmake corrections of
admnistrative errors regardi ng coverage or changes in coverage.
Retroactive corrections are subject to the provisions of
8§ 870.401(f).

(b) GPM may order correction of an error after review ng
evidence that it woul d be agai nst equity and good consci ence not
to do so.

8§ 870.104 Initial decision and reconsideration

(a) An individual may ask his/her agency or retiremnent
systemto reconsider its initial decision denying life insurance
coverage, the opportunity to change coverage, or the opportunity
t o assign insurance.

(b) An enploying office's decision is an initial decision
when the enploying office gives it in witing and inforns the
individual of the right to an independent |evel of review
(reconsi deration) by the appropriate agency or retirenent system

(c) Arequest for reconsideration nust be made in witing
and nust include the enpl oyee's (or annuitant's) nane, address,
date of birth, Social Security nunber, reason(s) for the request,
and, if applicable, retirenent clai mnunber.

(d) A request for reconsideration nust be made within 30
cal endar days fromthe date of the initial decision. This tine
[imt nmay be extended when the individual shows that he/she was
not notified of the tine limt and was not otherw se anware of it
or that he/she was unabl e, due to reasons beyond hi s/her control,
to make the request within the tine limt.

(e) The reconsideration nust take place at or above the
level at which the initial decision was nade.

(f) After reconsideration, the agency or retirenent system
must issue a final decision to the insured individual. This
decision nmust be in witing and nust fully state the findings.

Subpart B - Types and Anpunt of | nsurance

§ 870.201 Types of insurance.
(a) There are two types of |ife insurance under the FEGQ.I
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Program Basic and Qpti onal .

(b) There are three types of ptional insurance: Qption A
(standard optional insurance), Option B (additional optional
insurance), and ption C (famly optional insurance).

§ 870.202 Basic insurance amount (BIA).

(a)(1) An enployee's Basic insurance amount (BIA) is either
(i) his/her annual rate of basic pay, rounded to the next higher
t housand, plus $2,000; or (ii) $10,000; whichever is higher,
unl ess an enpl oyee has elected a Living Benefit under subpart K
of this part. However, the Bl A can never be nore than the annua

rate of pay for Level |l Executive Schedul e positions under §
5313 of title 5, U S C, rounded to the next higher thousand,
pl us $2, 000.

(2) The BIA of an individual who is eligible to continue
Basic |life insurance coverage as an annuitant or conpensati oner
is the BIAin effect at the tinme his/her insurance as an enpl oyee
woul d stop under 8§ 870. 601.

(b) An enpl oyee's BI A automatically changes whenever annua
pay is increased or decreased by an anmount sufficient to raise or
lower pay to a different $1,000 bracket, unless the enpl oyee has
elected a Living Benefit under subpart K of this part.

(c) The anmount of an enployee's Basic |ife insurance
coverage is equal to his/her BTA multiplied by the appropriate
factor based on the enpl oyee's age, as foll ows:

Age Fact or
35 or under 2.0
36 1.9
37 1.8
38 1.7
39 1.6
40 1.5
41 1.4
42 1.3
43 1.2
44 1.1
45 or over 1.0

§ 870.203 Post-election BlA

(a) The BIA of an individual who elects a Living Benefit
under subpart K of this part is the anmount of insurance |eft
after the effective date of the Living Benefit election. This
amount is the individual's post-election BIA

(1) The post-election BIA of an individual who elects a full
Living Benefit is O.

(2) The post-election Bl A of an enpl oyee who el ects a
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partial Living Benefit is the BIA as of the date OFEAQ.l receives
the conpl eted Living Benefit application (the "pre-election”

Bl A), reduced by the percentage which the partial |unp-sum
paynment represents of the full Living Benefit paynment the

enpl oyee coul d have received if he/she elected a full Living
Benefit; this anmount is rounded up or down to the nearest
multiple of $1,000 or, if mdway between nultiples, to the next
hi gher mul tiple.

(b) The post-election Bl A cannot change after the effective
date of the Living Benefit election.

(c) For purposes of conputing the paynent of benefits upon
the death of an insured individual who el ected a partial Living
Benefit, the post-election BIAw Il be miultiplied by the age
factor in effect on the date CGFEGI received the conpleted Living
Benefit application.

§ 870.204 Annual rates of pay.

(a)(1) An insured enpl oyee's annual pay is his/her annua
rate of basic pay as fixed by law or regul ation.

(2) Annual pay for this purpose includes the follow ng:

(i) Interi mgeographic adjustnents and | ocality-based
conparability paynments as provided by Pub. L. 101-509 (104 Stat.
1479) ;

(i) Premumpay for standby duty for Federal civilian
firefighters under 5 U S.C 5545(c)(1);

(iii) Premumpay for overtine inspectional service for
custons officers as provided by Pub. L. 103-66 (107 Stat. 453);

(iv) For a law enforcenent officer as defined under 5 U S C
8331(20) and 88 831.902 and 842.802 of this title, premum pay
for admnistratively uncontrollable overtine under 5 U S.C. 5545
(c)(2);

(v) Nght differential pay for wage enpl oyees;

(vi) Environnental differential pay for enpl oyees exposed to
danger or physical hardship;

(vii) Tropical differential pay for citizen enployees in
Panans;

(viii) Special pay adjustnents for |aw enforcenent officers;

(ix) Availability pay for crimnal investigators under 5
U S. C 5545a; and

(x) Bonuses for physicians and dentists of the Departnent of
Veterans Affairs under Pub. L. 96-330 (94 Stat. 1030).

(b) To convert a pay rate of other than annual salary to an
annual rate, multiply the pay rate by the nunber of pay units in
a 52-week work year

(c) The annual pay for a part-tine enployee is his/her basic
pay applied to his/her tour of duty in a 52-week work year.

(d) The annual pay for an enpl oyee on piecework rates is the
total basic earnings for the previous cal endar year, not counting
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premum pay for overtine or holidays.

(e) The annual pay for an enployee with a regul ar schedul e
who works at different pay rates is the weighted average of the
rates at which the enployee is paid, projected to an annual
basi s.

(f) The annual pay for a non-Postal intermttent enpl oyee or
an enpl oyee who works at different pay rates w thout a regular
schedul e is the annual rate which he/she is receiving at the end
of the pay peri od.

(g) If an enployee legally serves in nore than 1 position at
the sanme tine, and at least 1 of those positions entitles hiniher
to life insurance coverage, the annual pay is the sumof the
annual basic pay fixed by law or regulation for each position.
Exception: this doesn't apply to part-time flexible schedul e
enpl oyees in the Postal Service.

8§ 870.205 Anount of Optional insurance.

(a) Option A coverage is $10,000. However, if an enpl oyee's
annual rate of pay is nore than the sumof the annual rate of
basic pay for Level Il Executive Schedul e positions under 5
U S.C 5313 plus $10,000, Ooption A coverage autonatically
increases. The anmount of Qption A coverage in this case is the
di fference between the enpl oyee's annual rate of pay, (rounded to
t he next higher thousand if not already an even thousand), and
t he maxi mum al | onabl e Bl A

(b)(1) Option B coverage cones in 1, 2, 3, 4, or 5 multiples
of an enpl oyee's annual pay (after the pay has been rounded to
t he next higher thousand, if not already an even thousand). A
mul tiple cannot be nore than the annual rate of basic pay for
Level 11 Executive Schedul e positions under 5 U S.C 5313,
rounded to the next higher thousand.

(2) The anmount of Qption B coverage autonatically changes
whenever annual pay is increased or decreased by an anount
sufficient to raise or lower pay to a different $1,000 bracket.

(c) Option C coverage is $5,000 payabl e upon the death of a
spouse and $2, 500 payabl e upon the death of an eligible child.
Paynents are nade to the insured individual.

8§ 870.206 Accidental death and di snenbernent.

(a)(1l) Accidental death and di snenber ment coverage is an
autonmatic part of Basic and ption A insurance for enpl oyees.

(2) There is no accidental death and di smenber ment coverage
with Qotions B and C

(3) Individuals who are insured as annuitants or
conpensationers do not have acci dental death and di snenber nment
cover age.

(b)(1) Under Basic insurance, accidental death benefits are
equal to the BIA but wthout the age factor described in
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§ 870.202(c).

(2) Under ption A accidental death benefits are equal to
t he amount of Qption A

(c)(1) Under Basic insurance, accidental di snenbermnment
benefits for the loss of a hand, foot, or eye are equal to one-
half the BIA° For loss of 2 or nore of these in a single
accident, benefits are equal to the BIA

(2) Under Qption A accidental disnmenbernent benefits for
the loss of a hand, foot, or eye are equal to one-half the anount
of Qption A° For loss of 2 or nore of these in a single
accident, benefits are equal to the anount of ption A

(3) Accidental disnmenbernent benefits are paid to the
enpl oyee.

Subpart C - Eligibility

§ 870.301 Eligibility for life insurance.

(a) Each nonexcl uded enpl oyee is automatically insured for
Basi ¢ i nsurance unl ess he/she waives it.

(b)(1) Optional insurance nmust be specifically elected; it
IS not autonatic.

(2) An enpl oyee nay el ect one or nore types of Qptional
i nsurance if:

(i) He/ she has Basi c insurance;

(i1) He/she doesn't have a waiver of that type (or types) of
otional insurance still in effect; and

(iii) Hs/her periodic pay, after all other deductions, is
enough to cover the full cost.

§ 870.302 Excl usions.

(a) The follow ng enpl oyees are excluded fromlife insurance
coverage by | aw

(1) An enpl oyee of a corporation supervised by the Farm
Oedit Admnistration, if private interests elect or appoint a
nmenber of the board of directors.

(2) An individual who is not a citizen or national of the
United States and whose permanent duty station is outside the
United States. Exception: an individual who net the definition
of enpl oyee on Septenber 30, 1979, by service in an Executive
agency, the United States Postal Service, or the Smthsoni an
Institution in the area which was then known as the Canal Zone.

(3) An individual first enployed by the Governnent of the
District of Colunbia on or after Cctober 1, 1987. Exceptions:

(i) An enployee of St. Hizabeths Hospital, who accepts
enpl oynent with the District of Colunbia Governnent foll ow ng
Federal enploynment without a break in service, as provided in
section 6 of Pub. L. 98-621 (98 Stat. 3379);

(i1) An enployee of the District of Col unbia Financial
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Responsi bility and Managenent Assistance Authority (Authority),
who nmakes an el ection under the Technical Corrections to

Fi nanci al Responsibility and Managenment Assistance Act (section
153 of Pub. L. 104-134 (110 Stat. 1321)) to be considered a
Federal enployee for life insurance and ot her benefits purposes;
enpl oyees of the Authority who are former Federal enployees are
subject to the provisions of 88 870.503(d) and 870.705 of this
part;

(iii) The Corrections Trustee and the Pretrial Services,

Def ense Services, Parole, Adult Probation and O fender

Supervi sion Trustee and enpl oyees of these Trustees who accept
enpl oynent with the District of Colunbia government wthin 3 days
after separating fromthe Federal Governnent; and

(iv) Effective Cctober 1, 1997, judicial and nonjudicia
enpl oyees of the D strict of Colunbia Courts, as provided by Pub.
L. 105-33 (111 Stat. 251).

(4) Teachers in Departnent of Defense dependents school s
overseas, if enployed by the Federal Governnent in a nonteaching
position during the recess period between school years.

(b) The follow ng enpl oyees are al so excluded fromlife
i Nnsurance cover age:

(1) An enpl oyee serving under an appointnment limted to 1
year or |ess. Exceptions:

(i) An enpl oyee whose full-tine or part-tinme tenporary
appoi ntnent has a regular tour of duty and follows a position in
whi ch he/she was insured, with no break in service or with a
break in service of no nore than 3 days;

(i1) An acting postnaster;

(iii) A Presidential appointee appointed to fill an
unexpired term and

(iv) Certain enpl oyees who receive provisional appointnents
as defined in 8§ 316.403 of this title.

(2) An enpl oyee who is enployed for an uncertain or purely
tenporary period, who is enployed for brief periods at intervals,
or who is expected to work less than 6 nonths in each year.
Exception: an enpl oyee who i s enpl oyed under an CPM appr oved
career-rel ated work-study program under Schedule B | asting at
least 1 year and who is expected to be in pay status for at | east
one-third of the total period of tine fromthe date of the first
appoi ntment to the conpl etion of the work-study program

(3) Anintermttent enployee (a non-full-tine enpl oyee
without a regularly scheduled tour of duty). Exception: an
enpl oyee whose intermttent appointnent follows, with no break in
service or with a break in service of no nore than 3 days, a
position in which he/she was insured and to which he/she is
expected to return.

(4) An enpl oyee whose pay, on an annual basis, is $12 a year
or |ess.

(5) A beneficiary or patient enployee in a Governnment
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hospital or hone.

(6) An enpl oyee paid on a contract or fee basis. Exception
an enployee who is a United States citizen, who is appointed by a
contract between the enpl oyee and the Federal enploying authority
whi ch requires his/her personal service, and who is paid on the
basis of units of tine.

(7) An enpl oyee paid on a piecework basis. Exception: an
enpl oyee whose work schedul e provides for full-time or part-tine
service with a regularly schedul ed tour of duty.

(c) OPM nakes the final determ nati on about whether the
above categories apply to a specific enpl oyee or group of
enpl oyees.

Subpart D - Cost of |nsurance

8§ 870.401 W thhol dings and contributions for Basic insurance.

(a) The cost of Basic insurance is shared between the
i nsured individual and the Governnment. The enpl oyee pays two
thirds of the cost, and the Governnent pays one-third.

(b) (1) During each pay period in which an insured enpl oyee
is in pay status for any part of the period, $0.165 nust be
wi t hhel d fromthe enpl oyee's biweekly pay for each $1, 000 of the
enpl oyee's BIA. The anount wi thheld fromthe pay of an enpl oyee
who is paid on other than a bi weekly basis nust be prorated and
adjusted to the nearest one-tenth of 1 cent.

(2) The amount withheld fromthe pay of an insured enpl oyee
whose annual pay is paid during a period shorter than 52 work
weeks is the anmount obtained by converting the biweekly rate to
an annual rate and prorating the annual rate over the nunber of
install ments of pay regularly paid during the year.

(3) The amount withheld fromthe pay of an insured enpl oyee
whose Bl A changes during a pay period is based on the BIAin
force at the end of the pay period.

(c) For each pay period in which an enployee is insured, the
enpl oyi ng agency nust contri bute an anmount equal to one-half the
amount wi thheld fromthe enpl oyee's pay. This agency
contribution nmust come fromthe appropriation or fund that is
used for the paynent of the enployee's pay. For an el ected
official, the contribution nust cone fromthe appropriation or
fund that is available for paynment of other salaries in the sane
office.

(d)(1) For an annuitant who elects to continue Basic
i nsurance and chooses the maxi mumreduction of 75 percent after
age 65 under § 870.702(a)(2), the anount w thheld nonthly is
$0. 3575 for each $1,000 of the BIA For a conpensationer who
nmakes this election, the amount w thheld weekly is $0.0825 for
each $1,000. These w thhol dings stop the nonth after the nonth
in which the annuitant reaches age 65. There are no withhol di ngs
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fromindividuals who retired or began receiving conpensation
before January 1, 1990, and who el ected the 75 percent reduction.
For the purpose of this paragraph, an individual who separates
fromservice after neeting the requirenments for an i mredi ate
annuity under 5 U S.C 8412(g) is considered to retire on the day
before the annuity begins.

(2) For an annuitant who el ects to continue Basic insurance
and chooses the maxi numreduction of 50 percent after age 65
under 8§ 870.702(a)(3), the anount wi thheld nonthly is $0.8775 for
each $1,000 of the BIA until the nonth after the nonth in which
t he annuitant reaches age 65; the amount is then reduced to $0.52
for each $1,000. For a conpensationer who nakes this el ection,

t he amount withheld weekly is $0.2025 for each $1,000 of the BI A
until age 65; the amount is then reduced to $0.12 for each
$1, 000.

(3) For an annuitant who elects to continue Basic insurance
and chooses no reduction after age 65 under 8§ 870.702(a)(4), the
amount withheld nmonthly is $2.0475 for each $1,000 of the Bl A
until the nmonth after the nonth in which the annuitant reaches
age 65; the anount is then reduced to $1.69 for each $1,000. For
a conpensationer who nmakes this election, the anount w thheld
weekly is $0.4725 for each $1,000 of the BIA until age 65; the
amount is then reduced to $0.39 for each $1, 000.

(e)(1) For each period in which an annuitant or
conpensationer is insured, CPMnust contribute an anount equal to
one-hal f the amount that woul d be w thhel d under paragraph (d) (1)
of this section. Exception: for USPS enpl oyees who becone
annui tants or conpensationers after Decenber 31, 1989, the Postal
Servi ce pays the Governnent contributions.

(2) The Governnent contribution is the same anmount whet her
the individual elects a maxi mum 75 percent reduction, a nmaxi num
50 percent reduction, or no reduction.

(3) The Governnent contribution stops the nonth after the
nmonth in which the individual reaches age 65.

(f) Wien an agency w thhol ds | ess than or none of the proper
amount of Basic life insurance deductions froman individual's
pay, annuity, or conpensation, the agency nust submt an anount
equal to the sumof the uncollected deductions and any applicable
agency contributions required under 5 U S. C 8708 to CPM for
deposit in the Enpl oyees' Life Insurance Fund.

§ 870.402 W thhol dings for Optional insurance.

(a) The insured individual pays the full cost of al
Optional insurance. There is no Government contribution toward
the cost of any Qptional insurance.

(b) During each pay period in any part of which an insured
enpl oyee is in pay status, the enpl oying agency nust w thhold the
full cost of Optional insurance from his/her pay.
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(c) Subject to the provisions for reenpl oyed annuitants in
8 870.705, the full cost of ptional insurance nmust be w thheld
fromthe annuity of an annuitant and fromthe conpensati on of a
conpensationer. These w thhol dings stop the nonth after the
month in which an annuitant or conpensati oner reaches age 65.

(d) (1) The biweekly cost per $10,000 of Option A coverage

is:
For persons under age 35 $0. 40
For persons ages 35 through 39 . 50
For persons ages 40 through 44 .70
For persons ages 45 through 49 1.10
For persons ages 50 through 54 1.80
For persons ages 55 through 59 3.00
For persons ages 60 and over 7. 00

(2) The amount withheld frompay, annuity, or conpensation
paid on other than a biweekly basis nust be prorated and adj usted
to the nearest cent.

(e) (1) The biweekly cost per $1,000 of Qption B coverage is:

For persons under age 35 $0. 04
For persons ages 35 through 39 .05
For persons ages 40 through 44 .07
For persons ages 45 through 49 11
For persons ages 50 through 54 .18
For persons ages 55 through 59 . 30
For persons ages 60 and over .70

(2) The amount withheld frompay, annuity, or conpensation
paid on other than a biweekly basis nust be prorated and adj usted
to the nearest one-tenth of 1 cent.

(f)(1) The biweekly cost of Qotion C coverage is based on
the age of the enpl oyee, annuitant, or conpensationer. The cost
is:

For persons under age 35 $0. 30
For persons ages 35 through 39 .31
For persons ages 40 through 44 .52
For persons ages 45 through 49 .70
For persons ages 50 through 54 1.00
For persons ages 55 through 59 1.50
For persons ages 60 and over 2. 60

(2) The amount withheld frompay, annuity, or conpensation
paid on other than a biweekly basis nust be prorated and adj usted
to the nearest cent.

(g) For the purpose of this subpart, an individual is
considered to reach age 35, 40, 45, 50, 55, or 60 on the first
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day of the first pay period beginning on or after the January 1
fol |l owi ng hi s/ her correspondi ng birthday.

(h) The amount withheld fromthe pay of an insured enpl oyee
whose annual pay is paid during a period shorter than 52 work
weeks is the anmount obtai ned by converting the biweekly rate for
hi s/ her age group to an annual rate and prorating the annual rate
over the nunber of installnments of pay regularly paid during the
year.

(i) Wien an agency w thhol ds | ess than or none of the proper
amount of Qptional |ife insurance deductions froman individual's
pay, annuity, or conpensation, the agency nust submt an anount
equal to the uncoll ected deductions required under 5 U S. C
8714a, 8714b, and 8714c to CPMfor deposit in the Enpl oyees' Life
| nsurance Fund.

8§ 870.403 W thhol dings and contributions follow ng a Living
Benefit el ection.

(a) Wthhol dings and contributions for Basic insurance for
an individual who elects a full Living Benefit under subpart K of
this part stop at the end of the pay period in which the Living
Benefit election is effective.

(b) Wthhol dings and contributions for Basic insurance for
an enpl oyee who elects a partial Living Benefit under subpart K
of this part are based on the post-election BIA  This reduction
in wthhol dings and contributions starts at the end of the pay
period in which the Living Benefit election is effective.

(c) Wthhol dings and contributions for Basic insurance for
an annuitant or conpensationer who elected a partial Living
Benefit as an enpl oyee are based on the post-el ection Bl A

(d) There is no change in w thhol dings for Qptional
i nsurance for individuals who el ect a Living Benefit.

8§ 870.404 W thhol dings and contributions provisions that apply
to both Basic and Optional insurance.

(a) Wthhol dings (and Governnent contributions, when
appl i cabl e) are based on the anount of insurance in force at the
end of the pay period.

(b) Wthholdings are not required for the period between the
end of the pay period in which an enpl oyee separates from service
and the date his/her annuity or conpensati on begins.

(c) No paynment is required while an insured enployee is in
nonpay status for up to 12 nonths. Exception: an enpl oyee who
is in nonpay status while receiving conpensation.

(d) The deposit described in 88 870.401(f) and 870.402(i)
must be made no later than 60 cal endar days after the date the
enpl oying office determnes the anmount of the underdeduction that
has occurred, regardl ess of whether or when the underdeduction is
recovered by the agency. The agency nust determ ne whether to
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wai ve col | ection of the overpaynent of pay, in accordance with 5
U S C 5584, as inplenented by 4 CFR chapter |, subchapter G
However, if the agency involved is excluded fromthe provisions
of 5 US C 5584, it may use any applicable authority to waive
the col |l ecti on.

(e) Effective Cctober 21, 1972, when there is an officia
finding that an enpl oyee was suspended or fired erroneously, no
wi t hhol dings are nmade fromthe back pay. Exception: if death or
acci dental di smenbernent occurs during the period between the
enpl oyee' s renoval and the finding that the agency action was
erroneous, premuns are w thheld fromthe back pay awarded.

(f) If an individual's periodic pay, conpensation, or
annuity isn't sufficient to cover the full wi thholdings, any
amount avail able for life insurance wi thhol ding nust be applied
first to Basic insurance, with any renainder applied to Qoti onal
insurance (first to Qotion B, then otion A then otion Q).

8§ 870.405 Direct premum paynents under 5 U S. C. chapter 84
(Federal Enpl oyees' Retirenent System - FERS).

(a) If the FERS annuity, excluding subchapter 111 of 5
US C chapter 84 (Thrift Savings Plan), is too low to cover
premuns for Basic insurance, the retirement systemnust notify
the annuitant (or the assignee, if the insurance has been
assi gned under subpart | of this part) of the opportunity to pay
hi s/ her share of the Basic insurance premumdirectly to the
retirenent system

(b) The retirenment systemnust establish a nethod for
accepting these direct premum paynents. The retirenment system
nmust provide the annuitant with a prem um paynent schedul e and
the requirenments for continued enroll nent.

(c) The annuitant nust send the retirement systemthe
required premumfor every pay period during which the coverage
continues, excluding the 31-day tenporary extension of coverage
provided in 8§ 870.601. The annuitant nust nake paynent after the
pay period in which he/she is covered, according to the schedul e
established by the retirenent system |If it does not receive
paynent by the due date, the retirenent systemnust notify the
annui tant that coverage will be continued only if he/she nakes
paynment within 15 days after receiving the notice. The Basic
i nsurance of an annuitant who doesn't pay wi thin the specified
tinme limt termnates. An individual whose coverage term nates
because of nonpaynment of prem umcannot re-elect or reinstate
coverage, except as provided in paragraph (d) of this section.

(d) If, for reasons beyond his/her control, an annuitant is
unabl e to pay within 15 days after receiving the notice, he/she
may request reinstatenent of coverage by witing to the
retirenment system Such a request nust be nade w thin 30
cal endar days fromthe date of termnation and nust be

-18-



acconpani ed by proof that the annuitant was prevented from payi ng
withinthe tine limt for reasons beyond his/her control. The
retirenent systemw || decide if the individual is eligible for
reinstatenment of coverage. |If eligibility is approved, the
coverage is reinstated back to the date of termnation.

(e) Termnation of coverage for failure to pay prem uns
within the tine limt established according to paragraph (c) of
this section is effective at the end of the |ast pay period for
whi ch paynent has been received on tine.

(f) The retirenent systemnust submt all direct premum
paynments, along with its regular life insurance premuns, to CPM
according to procedures set by CPM

Subpart E - Coverage

8§ 870.501 Basic insurance: effective dates of automatic
cover age.

(a)(1) Wen an enpl oyee is appointed or transferred to a
position in which he/she is eligible for insurance, the enpl oyee
is automatically insured for Basic insurance on the day he/she
enters on duty in pay status, unless, before the end of the first
pay period, the enployee files a waiver of Basic insurance with
the enpl oying office or had previously filed a wai ver which
remains in effect.

(2) An insured enpl oyee who noves to anot her covered
position is automatically insured on the effective date of the
nmove, unless the enployee files a waiver of Basic insurance with
t he new enpl oyi ng of fice before the end of the first pay period
in the new position.

(3) Wien an enpl oyee of the District of Colunbia Financia
Responsi bil ity and Managenent Assistance Authority elects to be
consi dered a Federal enpl oyee under section 153 of Pub. L. 104-
134 (110 Stat. 1321), he/she is automatically insured on (i) the
date the enpl oyee enters on duty in pay status with the
Authority, or (ii) the date the Authority receives the enpl oyee's
el ection to be considered a Federal enpl oyee, whichever is l|ater.

(b) An enpl oyee who returns to pay and duty status after a
period of nore than 12 nonths of nonpay status is automatically
insured at the time he/she actually enters on duty in pay status,
unl ess, before the end of the first pay period, the enpl oyee
files a waiver of Basic insurance coverage w th the enpl oyi ng
office or had previously filed a waiver which remains in effect.

(c) For an enpl oyee who serves in cooperation with a non-
Federal agency and who is paid in whole or in part from non-
Federal funds, OPMsets the effective date. This date nust be
part of an agreenent between COPM and the non-Federal agency. The
agreenent nust provide either:

(1) That the required withhol dings and contributions be nade
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fromFederally control |l ed funds and deposited into the Enpl oyees
Life Insurance Fund on a tinely basis, or

(2) That the cooperating non-Federal agency, by witten
agreenent with the Federal agency, nake the required w thhol di ngs
and contributions fromnon-Federal funds and transmt that anount
to the Federal agency for deposit into the Enpl oyees' Life
| nsurance Fund on a tinely basis.

(d) If an enpl oyee wai ved Basi c i nsurance on or before
February 28, 1981, the waiver was autonatically cancelled
effective on the 1st day the enpl oyee entered on duty in pay
status on or after April 1, 1981. Basic insurance coverage was
automatically effective on the date of the waiver's cancellation,
unl ess the enpl oyee filed a new wai ver of Basic insurance with
the enpl oying office before the end of the pay period during
whi ch the coverage becane effective.

8§ 870.502 Basic insurance: waiver/cancellation of insurance.
(a) An insured individual may cancel his/her Basic insurance
at any tinme by filing a wai ver of Basic insurance coverage. An
enpl oyee files with the enploying office. An annuitant files
with CPMor other office that admnisters his/her retirenent
system |If still enployed, a conpensationer files with the
enpl oying office, and if not still enployed, with CPM The
wai ver is effective, and the insurance stops, at the end of the
pay period in which the waiver is properly filed. Exception: an
i ndi vi dual who has assigned hi s/her insurance under subpart | of
this part cannot cancel the insurance.
(b) An individual who cancel s hi s/ her Basic insurance
autonatically cancels all forns of Qptional insurance.

8§ 870.503 Basic insurance: cancelling a waiver.

(a) An annuitant or conpensationer who has filed a waiver of
Basi ¢ i nsurance cannot cancel the waiver.

(b) An enpl oyee who has filed a wai ver of Basic insurance
may cancel the waiver and becone insured if:

(1) At least 1 year has passed since the effective date of
t he wai ver, and

(2) He/ she provides satisfactory nedi cal evidence of
insurability.

(c) OFEALl reviews the Request for Insurance filed by an
enpl oyee who has conplied with paragraph (b) of this section and
deci des whether to approve it. The insurance is effective when,
after CGFEGLI's approval, the enpl oyee actually enters on duty in
pay status in a position in which he/she is eligible for
insurance. |If the enployee doesn't enter on duty in pay status
within 31 days follow ng the date of CFEQ.l's approval , the
approval is automatically revoked and the enpl oyee i s not
i nsur ed.
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(d) Wien an enpl oyee who has been separated from service for
at least 180 days is reinstated on or after April 1, 1981, a
previ ous wai ver of Basic insurance is automatically cancell ed.
Unl ess the enpl oyee files a new wai ver, Basic insurance becones
effective on the 1st day he/she actually enters on duty in pay
status in a position in which he/she is eligible for coverage.
Exception: for enpl oyees who wai ved Basic i nsurance after
February 28, 1981, separated, and returned to Federal service
bef ore Decenber 9, 1983, the waiver remained in effect; these
enpl oyees were permtted to el ect Basic insurance by applying to
their enploying office before March 7, 1984.

8§ 870.504 Optional insurance: election

(a) (1) Each enpl oyee nust elect or waive otion A Qoption B,
and Qption C coverage, in a manner designated by CPM w thin 31
days after becomng eligible unless during earlier enploynent
he/ she filed an el ection or waiver which renains in effect. The
31-day tinme limt for Qotion B or Qotion C begins on the 1st day
after February 28, 1981, on which an individual neets the
definition of an enpl oyee.

(2) An enpl oyee of the Dstrict of Col unbia Financi al
Responsi bility and Managenent Assistance Authority who elects to
be consi dered a Federal enpl oyee under section 153 of Pub. L
104-134 (110 Stat. 1321) nust elect or waive Qotion A, ption B,
and Qption C coverage within 31 days after the |ater of:

(i) The date his/her enploynent with the Authority begins,
or

(ii1) The date the Authority receives his/her election to be
consi dered a Federal enpl oyee.

(3) Wthin 6 nonths after an enpl oyee becones eligible, an
enpl oying office may determne that the enpl oyee was unable, for
reasons beyond his/her control, to elect any type of Optional
insurance within the tine limt. |In this case, the enpl oyee nust
el ect or waive that type of ptional insurance within 31 days
after he/she is notified of the determnation. The insurance is
retroactive to the 1st day of the first pay period beginni ng
after the date the individual becane eligible or after April 1,
1981, whichever is later. The individual nust pay the full cost
of the insurance fromthat date for the tine that he/she is in
pay status, retired, or receiving conpensation and under age 65.

(b) An enpl oyee who doesn't file a Life Insurance El ection
wi th his/her enploying office, in a manner designated by OPM
specifically electing any type of Qptional insurance is
consi dered to have waived it and does not have that type of
Opti onal i nsurance.

(c) For the purpose of having ption A as an enpl oyee, an
election of this insurance filed on or before February 28, 1981,
is considered to have been cancelled effective at the end of the
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pay period which included March 31, 1981, unless the enpl oyee
didn't actually enter on duty in pay status during the 1st pay
peri od whi ch began on or after April 1, 1981. |In that case the
election is considered to have been cancelled on the first day
after the end of the next pay period in which the enpl oyee
actually entered on duty in pay status. |In order to have otion
A as an enployee after the date of this cancellation, an enpl oyee
nmust specifically elect the coverage by filing the Life |Insurance
Bl ection with his/her enploying office subject to the provisions
of § 870.504(a) or 8§ 870.506(b).

(d) Optional insurance is effective the 1st day an enpl oyee
actually enters on duty in pay status on or after the day the
enpl oyi ng of fice receives the el ection.

(e) For an enpl oyee whose ptional insurance stopped for a
reason other than a waiver, the insurance is reinstated on the
1st day he/she actually enters on duty in pay status in a
position in which he/she agai n becones eligible.

8§ 870.505 Optional insurance: waiver/cancellation of insurance.

(a) An insured individual may cancel entirely any type of
Optional insurance, or reduce the nunber of multiples of his/her
Option B insurance, at any tinme by filing a waiver of Qotional
i nsurance coverage. An enployee files with the enpl oying office.
An annuitant files with GPMor other office that admnisters
his/her retirement system |If still enployed, a conpensati oner
files with the enploying office, and if not still enployed, wth
CPM  Exception: an individual who has assigned his/her
i nsurance under subpart | of this part cannot cancel otion A or
Opti on B cover age.

(b) A cancellation of Qoptional insurance becones effective,
and Qptional insurance stops, at the end of the pay period in
which the waiver is properly filed. Exception: if Qotion Cis
cancel | ed because there are no eligible famly nenbers, the
effective date is retroactive to the end of the pay period in
whi ch there stopped being any eligible famly nenbers.

(c) A waiver of ptional insurance remains in effect until
it is cancelled as provided in § 870. 506.

8§ 870.506 Optional insurance: cancelling a waiver.

(a) Wien there is a change in famly circunstances. (1) A
wai ver of ption A cannot be cancelled due to a change in famly
Ci rcunst ances.

(2) An enpl oyee who has wai ved Qpti on B coverage nay el ect
it, and an enpl oyee who has ption B of fewer than five multiples
of annual pay nay increase the nunber of multiples, upon his/her
marriage or divorce, upon a spouse's death, or upon acquiring an
eligible child.

(3) The nunber of multiples of Qotion B coverage that an
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enpl oyee can obtain or add (which can't exceed a total of five)
islimted to the foll ow ng:

(i) For marriage, the nunber of additional famly nenbers
(spouse and eligible children) acquired with the nmarri age;

(i1) For acquisition of children, the nunber of eligible
children acquired; and

(iii) For divorce or death of a spouse, the total nunber of
eligible children of the enpl oyee.

(4) An enpl oyee who has wai ved Option C coverage may el ect
it upon his/her marriage or upon acquiring an eligible child. An
enpl oyee may al so el ect Ootion C coverage upon divorce or death
of a spouse if the enpl oyee has any eligible children.

(5 (i) The enpl oyee nust file an el ecti on under paragraph
(a)(2) or (a)(4) of this section with the enploying office, in a
manner designated by CPM along with proof of the event, no |ater
than 60 days followi ng the date of the event that permts the
el ection; the enployee may instead file the election before the
event and provide proof no later than 60 days follow ng the
event .

(i) This 60-day time limt nay be extended if the
individual isn't serving in a covered position on the date of the
event or if the individual separates fromcovered service prior
to the end of the 60-day time limt. This extension cannot
exceed the 31-day tine limt for electing insurance follow ng
enpl oynent in a covered position or, for an el ection under
paragraph (a)(4) of this section, the 31-day period follow ng the
1st day on which the individual becones eligible to cancel a
wai ver of Basic insurance.

(6)(i) The effective date of Qotion B insurance el ected
under paragraph (a)(1l) of this section is the 1st day the
enpl oyee actually enters on duty in pay status on or after the
day the enploying office receives the el ection.

(ii) The effective date of otion Cinsurance el ected under
this paragraph is the day the enpl oying office receives the
el ection, or the date of the event, whichever is |ater.

(b) When there is no change in famly circunstances. (1) An
enpl oyee who has waived Qotion A or Qotion B coverage nay el ect
it if:

(i) At least 1 year has passed since the effective date of
t he wai ver, and

(ii1) Hel/she provides satisfactory nedical evidence of
insurability.

(2) An enpl oyee who has ption B coverage of fewer than five
mul tiples of annual pay may increase the nunber of multiples if:

(i) At least 1 year has passed since the effective date of
hi s/her last election of fewer than five multiples (including a
reduction in the nunber of multiples), and

(ii1) Hel/she provides satisfactory nedical evidence of
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insurability.

(iii) The requirenment for at |least 1 year to have passed
since the effective date of the |last el ection doesn't apply when
an enpl oyee el ected fewer than five nmultiples because of the
[imtation under paragraph (a)(3) of this section.

(3) A waiver of otion C cannot be cancelled w thout a
change in famly circunstances, unless authorized during an open
enrol | ment peri od.

(c) OGFEALl reviews the request filed by an enpl oyee who has
conplied with paragraph (b) of this section and deci des whet her
to approve it. The ptional insurance is effective when, after
CFEA.l ' s approval, the enpl oyee actually enters on duty in pay
status in a position in which he/she is eligible for insurance
and files a Life Insurance Hection. |f the enpl oyee doesn't
enter on duty in pay status within 31 days follow ng the date of
CFEQA.l ' s approval, the approval is automatically revoked and the
enpl oyee does not have the ptional insurance requested.

(d) If an enpl oyee wai ved ption A insurance on or before
February 28, 1981, the waiver was autonatically cancelled
effective on the 1st day the enpl oyee entered on duty in pay
status on or after April 1, 1981. ption A was effective on the
date of the waiver's cancellation, if the enployee filed an
el ection of Qption A during the March 1, 1981, through March 31
1981, open enrollnment period. If the enployee didn't file the
el ection with his/her enploying office during the March 1981 open
enrol | ment period, the enployee is considered to have wai ved
ption A on March 31, 1981

(e) Wien an enpl oyee who has been separated fromservice for
at least 180 days is reinstated on or after April 1, 1981, a
previous wai ver of (ptional insurance is automatically cancell ed,
as foll ows:

(1) An enpl oyee who returned to service between April 1,
1981, and Decenber 8, 1983, after a 180-day break in service was
permtted to elect any formof Optional insurance by applying to
hi s/ her enploying office before March 7, 1984.

(2) An enployee who returns to service after Decenber 8,
1983, follow ng a 180-day break in service nmay el ect any form of
Optional insurance by applying to his/her enploying office within
31 days after reinstatement. Coverage is effective on the 1st
day the enployee actually enters on duty in pay status in a
position in which he/she is eligible for insurance on or after
the date the enploying office receives the election. |If the
enpl oyee doesn't file a Life Insurance H ection, in a manner
designated by OPM w thin the 31-day period, the enployee is
consi dered to have wai ved optional insurance. However, an
enpl oyee who fails to file during the 31-day period due to
reasons beyond his/her control may enroll bel atedly under the
conditions stated in § 870.504(a)(3).

(f) An annuitant or conpensationer is not eligible to cancel
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a wai ver of any type of Qptional insurance or to increase
mul tiples of Qotion B under this section.

8§ 870.507 Open enrollnment periods.

(a) There are no regul arly schedul ed open enrol | nent peri ods
for life insurance. Qen enrollnment periods are held only when
specifically schedul ed by CPM

(b) During an open enrol | ment period, unless CPM announces
ot herwi se, eligible enployees may cancel their existing waivers
of Basic and/or Qptional insurance by electing the insurance in a
manner desi gnated by CPM

(c)(1) OPMsets the effective date for all insurance el ected
during an open enrollnment period. The newy elected insurance is
effective on the 1st day of the first pay period which begins on
or after the CPM established date and which follows a pay period
during which the enpl oyee was in pay and duty status for at |east
32 hours, unless CPM announces ot herw se

(2) Apart-tine enployee nust be in pay and duty status for
one-half the regularly schedul ed tour of duty shown on his/ her
current Standard Form50 for newly el ected coverage to becone
effective, unless OPM announces ot herw se

(3) An enpl oyee who has no regul arly schedul ed tour of duty
or who is enployed on an intermttent basis nust be in pay and
duty status for one-half the hours customarily worked before
new y el ected coverage can becone effective, unless OPM announces
otherwi se. For the purpose of this paragraph, enploying offices
can determne the nunber of hours custonarily worked by averagi ng
t he nunber of hours worked in the nost recent cal endar year
quarter prior to the start of the open enroll nment period.

(d) Wthin 6 nonths after an open enrol |l ment period ends, an
enpl oying office may determne that an enpl oyee was unable, for
reasons beyond his/her control, to cancel an existing waiver by
electing to be insured during the open enrollnment period. In
this case, if the enpl oyee wants coverage, he/she nust submt an
election wthin 31 days after being notified of the
determnation. Coverage is retroactive to the first pay period
whi ch begins on or after the effective date set by CPMand whi ch
follows a pay period during which the enpl oyee was in pay and
duty status for at |east 32 hours, unless OPM announces
otherwise. |If the enployee doesn't file an election within this
31-day tinme limt, he/she will be considered to have wai ved
cover age.

§ 870.508 Nonpay st at us.

(a) An enployee who is in nonpay status is entitled to
continue life insurance for up to 12 nonths. No prem um paynents
are required, unless the enployee is receiving conpensati on.

(b) If an insured enployee who is entitled to free insurance
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whil e in nonpay status accepts a tenporary appoi ntnent to a
position in which he/she would normal |y be excl uded from

i nsurance, the insurance continues. The anmount of Basic

i nsurance i s based on whichever position's salary is higher.
Wt hhol dings are nade fromthe enpl oyee's pay in the tenporary
posi tion.

(c) If an insured enpl oyee goes on | eave w t hout pay (LWOP)
to serve as a full-tine officer or enpl oyee of an enpl oyee
organi zation, within 60 days of the start of the LWP he/ she may
elect to continue life insurance. The insurance continues for
the length of the appointnent, even if the LWOP | asts | onger than
12 nonths. The enpl oyee nust pay to the enploying office the
full cost of Basic and Qotional insurance. There is no
Covernnent contribution for these enpl oyees.

(d) If an insured enpl oyee goes on LWCP while assigned to a
State governnent, |ocal government, or institution of higher
education, life insurance continues for the length of the
assignnent, even if the LWP lasts |onger than 12 nonths. The
enpl oyee nmust pay his/her premuns to the Federal agency on a
current basis. The agency nust continue to pay its contribution
as long as the enpl oyee nakes hi s/ her paynents.

8§ 870.509 Transfers to international organizations.

An enpl oyee transferred to an international organization nmay
continue life insurance coverage as provided in 5 U S C 3582.
Regul ations governing these transfers are in part 352 of this
title.

Subpart F - Term nation and Conversi on

8§ 870.601 Term nation of Basic insurance.

(a) Except as provided in 8 870.701, the Basic insurance of
an insured enpl oyee stops on the date he/she separates from
service, subject to a 31-day extension of coverage.

(b) The Basic insurance of an enpl oyee who separates from
service after neeting the requirenent for an i Medi ate annuity
under 8 842.204(a)(1) of this title and who post pones receiving
the annuity, as provided by 8§ 842.204(c) of this title, stops on
the date he/ she separates fromservice, subject to a 31-day
extensi on of coverage.

(c) The Basic insurance of an insured enpl oyee who noves
without a break in service to a position in which he/she is
excluded fromlife insurance stops on his/her last day in the
former position, subject to a 31-day extension of coverage.

(d)(1) Except as provided in 8§ 870.701, the Basic insurance
of an insured enpl oyee who is in nonpay status stops on the date
t he enpl oyee conpl etes 12 nonths in nonpay status, subject to a
31-day extension of coverage. The 12 nonths' nonpay status nay
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be broken by periods of |ess than 4 consecutive nonths in pay

status. |If an enpl oyee has at |east 4 consecutive nonths in pay
status after a period of nonpay status, he/she is entitled to
begin the 12 nonths' continuation of Basic insurance again. |If

an enpl oyee has used up his/her 12 nonths' continuation in nonpay
status and returns to duty for |ess than 4 consecutive nonths,

hi s/ her Basic insurance stops on the 32nd day after the | ast day
of the last pay period in pay status.

(2) For the purpose of paragraph (d)(1) of this section, 4
consecutive nonths in pay status neans any 4-nonth period during
whi ch the enployee is in pay status for at |east part of each pay
peri od.

(3) For the purpose of paragraph (d)(1) of this section, an
i ndividual who is entitled to benefits under part 353 of this
chapter is considered to be an enpl oyee in nonpay status.

8§ 870.602 Term nation of Optional insurance.

(a) The Optional insurance of an insured enpl oyee stops when
hi s/ her Basi c insurance stops, subject to the sane 31-day
extensi on of coverage.

(b) The Optional insurance of an enpl oyee who separates from
service after neeting the requirenent for an i Medi ate annuity
under 8 842.204(a)(1) of this title and who post pones receiving
the annuity, as provided by 8§ 842.204(c) of this title, stops on
the date he/ she separates fromservice, subject to a 31-day
extensi on of coverage.

(c) If an insured enployee isn't eligible to continue
Opti onal coverage as an annuitant or conpensationer as provided
by § 870.701, the ptional insurance stops on the date that
hi s/ her Basic insurance is continued or reinstated under the
provisions of 8§ 870.701, subject to a 31-day extension of
cover age.

(d) If, at the tinme of an individual's election of Basic
i nsurance during recei pt of annuity or conpensation, he/she
elects no Basic life insurance as provided by 8§ 870.702(a)(1),
the ptional insurance stops at the end of the nonth in which the
election is received in CPM subject to a 31-day extension of
cover age.

(e) Except as provided in 8§ 870.405, Ootional insurance
stops, subject to a 31-day extension of coverage, at the end of
the pay period in which it's determned that an individual's
peri odi ¢ pay, conpensation, or annuity, after all other
deductions, isn't enough to cover the full cost of the Qotional
insurance. |If an individual has nore than one type of (otiona
i nsurance and hi s/ her pay, conpensation, or annuity is sufficient
to cover sone but not all of the insurance, Qption C termnates
first, followed by Option A, and then the multiples of Qotion B.
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8§ 870.603 Conversion of Basic and Optional insurance.

(a) (1) Wen group coverage termnates for any reason ot her
than vol untary cancel |l ati on, an enpl oyee may apply to convert al
or any part of his/her Basic and Qoptional insurance to an
i ndi vidual policy; no nedical examnation is required. The
premuns for the individual policy are based on the enpl oyee's
age and class of risk. An enployee is eligible to convert the
policy only if he/she doesn't return, within 3 cal endar days from
the termnating event, to a position covered under the group
plan. If insurance has been assigned under subpart |I of this
part, it is the assignee(s), not the enpl oyee, who has(have) the
right to convert.

(2) The enpl oyi ng agency nust notify the
enpl oyee/ assi gnee(s) of the loss of coverage and the right to
convert to an individual policy either before or immedi ately
after the event causing the | oss of coverage.

(3) The enpl oyee/ assi gnee(s) mnmust submt the request for
conversion information to GFEA.l. It nust be postnarked within
31 days following the date of the termnating event or within 31
days of the date the enpl oyee/ assi gnee recei ved the notice of
| oss of group coverage and right to convert, whichever is |later.

(4) An enpl oyee/ assignee who fails to use his/her conversion
right within 31 days after receiving notice of the right to
convert or within 31 days of the termnating event, whichever is
later, is considered to have refused coverage, unless CFEAL
determnes the failure was for reasons beyond the enpl oyee's
control, as described in paragraph (a)(5) of this section.

(5) Wien an agency fails to provide the notification
required in paragraph (a)(2) of this section, or the
enpl oyee/ assignee fails to request conversion information within
the time limt set in paragraph (a)(3) of this section for
reasons beyond hi s/ her control, the enpl oyee nmay nake a bel at ed
request by witing to GFEG.I. The enpl oyee/ assi gnee nust mnake
the request within 6 nonths after becomng eligible to convert
the insurance. The enpl oyee/ assi gnee nust show t hat he/ she
wasn't notified of the | oss of coverage and the right to convert
and was not otherw se aware of it or that he/she was unable to
convert to an individual policy for reasons beyond hi s/ her
control. CFEQl wll determne if the enpl oyeel/ assignee is
eligible to convert. |[If the request is approved, the enpl oyee
must convert within 31 days of that determ nation.

(b) The individual conversion policy is effective the day
after the group coverage ends. The enpl oyee/ assi gnee nust pay
the premuns for any period retroactive to that date.

(c) The 31-day extension of coverage provided under this
subpart does not depend upon tinely notification of the right to
convert to an individual policy. The extension cannot be
conti nued beyond 31 days.
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Subpart G - Annuitants and Conpensationers

§ 870.701 Eligibility for life insurance.

(a) Wien an insured enployee retires, Basic |life insurance
(but not accidental death and di smenbernent) continues or is
reinstated if he/she:

(1) Is entitled to retire on an i mredi ate annuity under a
retirenment systemfor civilian enployees, including the
retirement systemof a nonappropriated fund instrunmentality of
t he Departnent of Defense or the Coast Quard,

(2) Was insured for the 5 years of service imedi atel y
before the date the annuity starts, or for the full period(s) of
servi ce during which he/she was eligible to be insured if |ess
than 5 years; and

(3) Has not converted to an individual policy as described
in 8 870.603. If it is determned that an individual is eligible
to continue the group coverage as an annuitant after he/she has
al ready converted to an individual policy, the group enroll nent
may be reinstated. |If the individual wants the group coverage
reinstated, the conversion policy nust be voi ded, the group
policy nust be reinstated retroactively, and the premuns already
paid on the conversion policy nmust be refunded to the individual.

(b) Follow ng separation or the conpletion of 12 nont hs'
nonpay status, a conpensationer's Basic |life insurance (but not
acci dental death and di snmenbernment) continues or is reinstated if
he/ she:

(1) Has been insured for the 5 years of service i mediately
before the date of entitlenment to conpensation, or for the ful
peri od(s) of service during which he/she was eligible to be
insured if less than 5 years; and

(2) Has not converted to an individual policy as described
in 8 870.603. If it is not determned that an individual is
eligible to continue the group coverage as a conpensationer unti l
after he/ she has converted, the group enrol |l ment may be
reinstated. |If the individual wants the group coverage
reinstated, the conversion policy nust be voi ded, the group
policy nust be reinstated retroactively, and the premuns already
paid on the conversion policy nmust be refunded to the individual.

(c) An individual who neets the requirenents under
paragraphs (a) or (b) of this section or § 870.706 for
continuation or reinstatenment of life insurance nust conplete an
election, in a manner designated by OPM at the tine entitlenent
is established. For the election to be valid, CPMnust receive
the el ection before OPM has nmade a final decision on the
individual's application for annuity or supplenmental annuity or
an individual's request to continue life insurance as a
conpensationer. |If there is no valid election, OPMconsiders the
i ndi vidual to have chosen the option described in paragraph

-20-



(a)(2) of § 870.702.

(d) If the annuity or conpensation of an insured individual
is termnated, or if the Department of Labor finds that an
i nsured conpensationer is able to return to duty, his/her Basic
life insurance held as an annuitant or conpensationer stops on
the date of the termnation or finding. There is no 31-day
ext ensi on of coverage or conversion right.

(e)(1) An annuitant or conpensationer who is eligible to
continue or have reinstated Basic insurance is also eligible to
continue or have reinstated Qotional insurance if he/she neets
t he same coverage requirenents for ptional insurance as those
stated in paragraph (a) or (b) of this section for Basic
I nsur ance.

(2) For the purpose of continuing insurance as an annuitant
or conpensationer, an enployee is not considered to have been
eligible for ption C during any period when the enpl oyee had no
eligible famly menbers

§ 870.702 Election of Basic insurance.

(a) Unless he/she has elected a Living Benefit, an
i ndi vi dual who nakes an el ection under 8§ 870.701(c) nust sel ect
one of the follow ng options:

(1) Termnation of the insurance. The individual's
i nsurance stops upon conversion to an individual policy as
provi ded under 8§ 870.603. |If the individual doesn't convert to
an individual policy, insurance stops at the end of the nonth in
which CPMor the enploying office receives the el ection

(2) Continuation or reinstatenent of Basic insurance with a
maxi mum reduction of 75 percent during retirenent. Premuns are
withheld fromannuity or conpensation (except as provi ded under
870.401(d)(1)). The anount of Basic life insurance in force
reduces by 2 percent of the BIA each nonth until the nmaxi num
reduction is reached. This reduction starts at the begi nning of
the 2nd nonth after the date the insurance woul d ot herw se have
stopped or the date of the insured s 65th birthday, whichever is
| ater;

(3) Continuation or reinstatement of Basic insurance with a
maxi mum reduction of 50 percent during retirenent. Premuns are
wi thheld fromannuity or conpensation. The anount of Basic
insurance in force reduces by 1 percent of the Bl A each nonth
until the maxi numreduction is reached. This reduction starts at
t he begi nning of the 2nd nonth after the date the insurance woul d
ot herwi se have stopped or the date of the insured s 65th
bi rt hday, whichever is later; or

(4) Continuation or reinstatement of Basic insurance with no
reduction after age 65. Premuns are withheld fromannuity or
conpensati on.

(b)(1) Wnless an enployee has elected a partial Living
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Benefit under subpart K of this part or an individual has

assi gned the insurance under subpart | of this part, an insured
i ndi vidual may cancel an el ection under paragraph (a)(3) or
(a)(4) of this section at any tine. The anmount of Basic

i nsurance automatically switches to the anount that woul d have
been in force if the individual had originally elected the 75
percent reduction. This revised anmount is effective at the end
of the nonth in which CPMreceives the request to cancel the
previous el ection.

(2) If an individual files a waiver of insurance, the
coverage stops w thout a 31-day extension of coverage or
conversion right. This is effective at the end of the nonth in
whi ch CPM recei ves the wai ver.

(c) Wnless he/ she chooses to termnate his/her insurance, an
enpl oyee who has elected a partial Living Benefit must choose the
no reduction el ection under paragraph (a)(4) of this section.
He/ she cannot | ater change to the 75 percent reduction.

(d) If an enpl oyee has assi gned hi s/ her insurance, he/she
cannot cancel an el ection under paragraph (a)(3) or (a)(4) of
this section. nly the assignee(s) may cancel this election.
Exception: if the enpl oyee elected a partial Living Benefit
bef ore assigning the renai nder of his/her insurance, the
assi gnee(s) cannot cancel the el ection under paragraph (a)(4) of
this section.

8§ 870.703 Anount of Iife insurance.

(a)(1) The anmount of Basic insurance an annuitant or
conpensati oner can continue is his/her BIA on the date insurance
woul d ot herw se have stopped because of separation fromservice
or conpletion of 12 nonths in nonpay status. The anmount of Basic
insurance in force is the BIA mnus any reducti ons applicable
under 8 870. 702(a) .

(2) For the purpose of paying benefits upon the death of an
i nsured individual under age 45 who is retired or receiving
conpensation, the BIAw Il be multiplied by the appropriate age
factor shown in 8 870.202(c). Exceptions:

(i) If the insured individual retired or started receiving
conpensati on before Qctober 10, 1980, or

(ii) If the insured individual elected a partial Living
Benefit as an enpl oyee under subpart K of this part.

(3)(i) For an annuitant or conpensationer who el ected a
partial Living Benefit as an enpl oyee, the anount of Basic
i nsurance he/she can continue is the post-election BIA as shown
in § 870.203(a)(2).

(i1) For the purpose of paying benefits upon the death of an
i nsured annui tant or conpensationer under age 45 who elected a
partial Living Benefit as an enployee, the BIAw Il be nmultiplied
by the age factor in effect on the date GFEGQ.I received the
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conpl eted Living Benefit application.

(b) (1) The anmount of Qption A coverage an annuitant or
conpensationer can continue is the anmount in force on the date
i nsurance woul d ot herw se st op.

(2) An annuitant's or conpensationer's (otion A coverage
reduces by 2 percent a nonth up to a maxi rumreduction of 75
percent. This reduction starts at the begi nning of the 2nd nonth
after the date the insurance woul d ot herw se have stopped or the
date of the insured s 65th birthday, whichever is |ater.

(c)(1) The nunber of multiples of Option B coverage an
annui tant or conpensationer can continue is the snallest nunber
of nultiples in force during the applicable period of service
required to continue ption B.

(2) Each nmultiple of an annuitant's or conpensationer's
Option B coverage reduces by 2 percent a nonth. This reduction
starts at the beginning of the 2nd nonth after the date the
i nsurance woul d ot herwi se have stopped or the insured s 65th
bi rt hday, whichever is later. At 12:00 noon on the day before
the 50th reduction, the insurance stops, wth no extension of
coverage or conversion right.

(d) The amount of an annuitant's or conpensationer's ption
C coverage on each famly nenber reduces by 2 percent a nonth.
This reduction starts at the beginning of the 2nd nonth after the
date the insurance woul d ot herwi se have stopped or the
annuitant's or conpensationer's 65th birthday, whichever is
later. At 12:00 noon on the day before the 50th reduction, the
i nsurance stops, with no extension of coverage or conversion
right.

(e)(1) Judges retiring under 28 U. S.C. 371(a) and (b), 28
US C 372(a), and 26 U S.C 7447 are consi dered enpl oyees under
the FEAl law Basic and ptional insurance for these judges
continues wi thout interruption or reduction upon retirenent.

(2) If a judge chooses to receive conpensation instead of an
annuity, his/her Basic and ptional insurance reduces as stated
in 8 870.702 and paragraphs (b), (c), and (d) of this section.

8§ 870.704 Reinstatenent of life insurance.

(a) An annuitant whose disability annuity term nates because
he/ she recovers fromthe disability or because hi s/ her earning
capacity returns, and whose disability annuity is |ater restored
under 5 U S.C 8337(e) (after Decenber 31, 1983), may elect to
resune the Basic insurance held i mredi ately before his/her
disability annuity termnated. COPMnust receive the election
within 60 days after CPMnails a notice of insurance eligibility
and an el ection form

(b) An annuitant described in paragraph (a) of this section
may el ect to resunme any ptional insurance held i mrediately
before the annuity termnated if:
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(1) He/ she has nade an el ection under paragraph (a) of this
section; and

(2) GPMreceives the election within 60 days after CPMnail s
a notice of insurance eligibility and an el ection form

(c) Basic and Optional insurance reinstated under paragraphs
(a) and (b) of this section is effective on the 1st day of the
month after the date CPMreceives the election. Any applicable
annuity w thhol dings are also reinstated on the 1st day of the
nmonth after GPMreceives the el ection.

(d) The anmounts of Basic and Qotional insurance reinstated
under paragraphs (a) and (b) of this section are the anmounts that
woul d have been in force if the individual's annuity hadn't
t er m nat ed

8§ 870.705 Reenployed annuitants.

(a)(1) If an insured annuitant is appointed to a position in
whi ch he/she is eligible for insurance, the anount of his/her
Basic life insurance as an annuitant (and any applicable annuity
wi t hhol dings) is suspended on the day before the 1st day in pay
status under the appointnment, unless the reenpl oyed annuitant
wai ves all insurance coverage. The Basic insurance benefit
payabl e upon the death of a reenpl oyed annuitant who has Basic
insurance in force as an enployee can't be | ess than the benefit
whi ch woul d have been payable if the individual hadn't been
r eenpl oyed.

(2) Except as provided in paragraph (b) of this section, the
Basi ¢ i nsurance obtai ned as an enpl oyee stops w th no 31-day
extensi on of coverage or conversion right, on the date
reenpl oynent termnates. Any suspended Basic insurance (and any
appl i cabl e annuity wi thholdings) is reinstated on the day
followi ng termnation of the reenpl oynment.

(b) Basic insurance obtained during reenpl oynent can be
continued after the reenpl oynent termnates if:

(1) The annuitant qualifies for a supplenental annuity or
receives a newretirenent right;

(2) He/ she has had Basic insurance as an enpl oyee for at
| east 5 years of service imedi ately before separation from
reenpl oynent or for the full period(s) during which such coverage
was avail abl e to hiniher, whichever is |ess; and

(3) He/ she doesn't convert to nongroup insurance when Basic
i nsurance as an enpl oyee woul d ot herwi se term nate.

(c) If the Basic insurance obtained during reenploynent is
conti nued as provided in paragraph (b) of this section, any
suspended Basic life insurance stops, with no 31-day extension of
coverage or conversion right.

(d)(1) An annuitant appointed to a position in which he/she
is eligible for Basic insurance, is also eligible for Qoti onal
i nsurance as an enpl oyee, unless he/she has on file an
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uncancel | ed wai ver of Basic or Qptional insurance.

(2) If the individual has Qotion A or C as an annuitant,
that insurance (and applicable annuity w thhol dings) is suspended
on the day before his/her 1st day in pay status under the
appoi ntnent. Unl ess he/ she waives ption A or C (or wai ves Basic
i nsurance), he/she obtains option A or C as an enpl oyee.

(3) If the individual has potion B as an annuitant, that
i nsurance (and applicable annuity w thhol di ngs) continues as if
the individual weren't reenployed, unless:

(i) The individual files with his/her enploying office an
election of Qption B, in a nmanner designated by CPM within 31
days after the date of reenploynent. |In this case ption B (and
applicabl e annuity wi thhol dings) as an annuitant i s suspended on
the date that ption B as an enpl oyee becones effective; or

(1) The individual waives Basic insurance.

(4) The Option B benefit payabl e upon the death of a
reenpl oyed annuitant is the amount in effect as an annuitant,
unl ess he/she elected to have ption B as an enpl oyee.

(5) Except as provided in paragraph (e) of this section, the
otional insurance obtained as an enpl oyee stops, with no 31-day
extension or conversion right, on the date reenpl oynent
termnates. The anount of suspended Qptional insurance which
remains in force after applicable nonthly reductions after age 65
(and corresponding withholdings) is reinstated on the day after
reenpl oynment term nates.

(e) Optional life insurance obtained during reenpl oynent may
be continued after the reenploynent termnates if the annuitant:

(1) Qualifies for a supplenmental annuity or receives a new
retirement right;

(2) Continues his/her Basic |ife insurance under paragraph
(a)(2), (3), or (4) of § 870.702; and

(3) Has had Optional insurance as an enpl oyee for at |east
the 5 years of service imedi ately before separation from
reenpl oynent or for the full period(s) of service during which it
was avail able to hinlher, whichever is |ess.

(f) If Optional insurance obtained during reenploynent is
conti nued as provided in paragraph (e) of this section, any
suspended ptional insurance stops, with no 31-day extension of
coverage or conversion right.

(g) If a reenployed annuitant waives life insurance as an
enpl oyee, the waiver also cancels his/her life insurance as an
annui t ant .

§ 870.706 MRA-plus-10 annuitants.

(a) The Basic insurance of an individual whose coverage
term nates under 8 870.601(b), and who neets the requirenents for
continuing Basic insurance after retirenent as stated in
§ 870.701(a), resumes on the starting date of annuity or on the
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date OPMreceives the application for annuity, whichever is
later. The individual nust file an election as provided in
8§ 870.701(c) so that CPMreceives it within 60 days after CPM
mails a notice of insurance eligibility and an el ection form

(b) Optional insurance of an individual whose coverage
term nates under 8 870.602(b), and who neets the requirenents for
continuing Qptional insurance after retirenent under
8§ 870.701(e), resumes on the starting date of annuity or on the
date OPMreceives the application for annuity, whichever is
| ater.

Subpart H - Order of Precedence and Desi gnati on of Beneficiary

8§ 870.801 O der of precedence and paynent of benefits.

(a) Benefits are paid according to the order of precedence
stated in 5 U S C 8705(a), as foll ows:

(1) To the designated beneficiary (or beneficiaries);

(2) If none, to the w dower);

(3) If none, to the child, or children in equal shares, wth
t he share of any deceased child going to his/her children;

(4) If none, to the parents in equal shares or the entire
amount to the surviving parent;

(5 If none, to the executor or admnistrator of the estate;

(6) If none, to the next of kin according to the laws of the
State in which the insured individual legally resided.

(b) If an insured individual provides in a valid designation
of beneficiary for insurance benefits to be payable to the
insured' s estate, or to the Executor, Admnistrator, or other
representative of the insured' s estate, or if the benefits would
ot herwi se be payable to the duly appoi nted representative of the
insured s estate under the order of precedence specified in 5
U S. C 8705(a), payrment of the benefits to the duly appointed
representative of the insured s estate bars recovery by any ot her
per son.

(c) Option A and B insurance in force on a person on the
date of his/her death is paid, on receipt of a valid claim in
the sane order of precedence and under the sane conditions as
Basi c insurance. A designation of beneficiary for Basic
insurance is also a designation of beneficiary for Qotions A and
B, unless the insured individual states otherw se in his/her
desi gnati on.

(d) Upon the death of an insured famly nenber, ption C
benefits are paid to the enpl oyee, annuitant, or conpensati oner
responsi bl e for w thhol di ngs under 8 870.402(f), except as
provi ded in paragraph (e) of this section.

(e) If an enpl oyee, annuitant, or conpensationer entitled to
receive ption C benefits dies before the benefits are paid, the
Ootion C benefits are paid to the individual (s) entitled to
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receive Basic life insurance benefits under the statutory order
of precedence. However, if the insurance has been assigned in
accordance with subpart | of this part, any prior designations of
beneficiary were cancelled; benefits in this instance are paid
under the statutory order of precedence, starting with the second
on the Ilist.

8§ 870.802 Designation of beneficiary.

(a) If an insured individual wants benefits paid differently
fromthe order of precedence, he/she nust file a designation of
beneficiary. A designation of beneficiary cannot be filed by
anyone ot her than the insured individual. Exception: if the
i nsurance has been assigned under subpart | of this part, the
i nsured individual cannot designate a beneficiary; only the
assi gnee(s) can designate beneficiaries.

(b) A designation of beneficiary nust be in witing, signed
by the insured individual, and w tnessed and si gned by two
people. The enploying office (or CPM in the case of an
i ndi vi dual receiving an annuity or conpensation) nust receive the
designation before the death of the insured.

(c) A designation, change, or cancellation of beneficiary in
awll or any other docunent not w tnessed and filed as required
by this section has no | egal effect with respect to benefits
under this chapter

(d) Awitness to a designation of beneficiary cannot be
named as a beneficiary.

(e) Any individual, firm corporation, or legal entity can
be named as a beneficiary, except an agency of the Federal or
D strict of Colunbia Governmnent.

(f) An insured individual (or an assignee) nay change
hi s/ her beneficiary at any tine w thout the know edge or consent
of the previous beneficiary. This right cannot be waived or
restricted.

(g9)(1) A designation of beneficiary is automatically
cancel l ed 31 days after the individual stops being insured.

(2) An assignnment under subpart | of this part autonatically
cancel s an insured individual's designation of beneficiary.

(h) An insured individual rmay provide that a designated
beneficiary is entitled to the insurance benefits only if the
beneficiary survives hinmher for a specified period of tinme (not
nmore than 30 days). |If the beneficiary doesn't survive for the
specified period, insurance benefits will be paid as if the
beneficiary had di ed before the insured.

§ 870.803 Child incapable of self-support.

(a) Wien it receives a claimfor Qotion C benefits because
of the death of a child age 22 or ol der, CFEA.l determ nes, based
on what ever evidence it considers necessary, whether the deceased
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child was incapabl e of self-support because of a nmental or
physi cal disability which existed before the child reached age
22.

(b) If an enpl oyee elects ption C under § 870.506(a)(3),
and the opportunity to elect is based solely on the acquisition
of a child age 22 or ol der, the enpl oyee nust submt to the
enpl oying office, at the tine of making the election, a doctor's
certificate stating that the child is incapable of self-support
because of a physical or nmental disability which existed before
the child reached age 22 and which is expected to continue for
nmore than 1 year. The certificate nust include the name of the
child, the type of disability, howlong it has existed, and its
expected future course and duration. The certificate nust be
signed by the doctor and show hi s/ her office address.

Subpart | - Assignnents of Life |Insurance

§ 870.901 Assignnments permtted.

(a)(1l) Section 208 of the Bankruptcy Arendnents and Feder al
Judgeshi p Act of 1984, Pub. L. 98-353 (98 Stat. 355), effective
July 10, 1984, permts Federal judges to irrevocably assign their
FEQ.l coverage to one or nore individuals, corporations, or
trustees. Section 4 of Pub. L. 103-336 (108 Stat. 2661),
effective Cctober 3, 1994, extended this right to all Federal
enpl oyees, annuitants, and conpensati oners.

(2) An individual may assign ownership of all life insurance
under this part, except otion C. If an individual wishing to
make an assi gnnent owns nore than one type of coverage, he/she
must assign all the insurance; an individual cannot assign only a
portion of the coverage. ption C cannot be assigned.

(b) An individual cannot nane conditional assignees in case
the primary assignee dies before the insured individual.

(c) If the insurance is assigned to two or nore individuals,
corporations, or trustees, the insured individual nust specify
per cent age shares, rather than dollar anmounts or types of
i nsurance, to go to each assi gnee.

(d) If an individual who has nmade an assignnent |ater elects
i ncreased i nsurance coverage under 8 870.506 or during an open
enrol | ment period, the increased coverage is considered included
in the already existing assignnent. The right to increase
coverage remains with the insured individual, rather than
transferring to the assignee.

(e) An individual who assigns ownership of insurance
continues to be the insured individual, but the assignee receives
those rights of an insured individual that are specified in this
part.

(f) Once assigned, the value of the insurance increases or
decreases automatically as provided by this part. Exception: if
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the insured individual elected a Living Benefit before assigning
the remai nder of his/her insurance, the anount of Basic insurance
does not increase or decrease.

(g9) An insured individual who has assigned his/her insurance
cannot elect a Living Benefit; nor can an assignee elect a Living
Benefit on behalf of the insured individual.

(h) An insured individual who has elected a Living Benefit
under subpart K of this part may assign the remai nder of his/her
i nsurance. The assignnent would affect otion A, Qption B, and,
for an enpl oyee who el ected a partial Living Benefit, Basic
I nsur ance.

§ 870.902 Making an assi gnnent.

To assign insurance, an insured individual nust conplete an
approved assignnent form Only the insured individual nay nake
an assignment; no one can assign on behalf of an insured
i ndividual. The individual nust submt the conpl eted and si gned
formto the enploying office indicating the intent to irrevocably
assign all ownership of the insurance; the formnust also be
signed by 2 witnesses. (Assignments submtted prior to Novenber
28, 1986, were accepted w thout an approved assi gnnent form)

§ 870.903 Effective date of assignnent.

An assignnent under this subpart is effective on the date
t he enpl oying office receives the properly conpl eted, signed, and
wi t nessed assi gnnent form

8§ 870.904 Anpunt of insurance.

The amount of insurance is the amount of the insured
i ndividual's Basic insurance, plus any otion A and Qotion B
cover age.

§ 870.905 W thhol di ngs.

Prem um wi t hhol di ngs for assigned insurance are withheld
fromthe salary, annuity, or conpensation of the insured
i ndividual, as provided in subpart D of this part.

§ 870.906 Cancellation of insurance.

(a) The right to cancel (or reduce) insurance transfers to
t he assignee; the insured individual cannot cancel (or reduce)

i nsurance after maki ng an assignnent.

(b) The assignee has the right to cancel insurance according
to the provisions of 88 870.502 and 870.505. Wen there is nore
t han one assignee, all assignees nust agree to the cancellation.
A cancel | ation of Basic insurance al so cancels all Qoti onal
I nsur ance.

§ 870.907 Term nation and conver si on
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(a) Assigned insurance termnates under the conditions
stated in subpart F of this part.

(b) (1) Wen an insured individual's insurance term nates, an
assignee has the right to convert all or part of the group
insurance to an individual policy on the insured individual. The
conditions stated in subpart F of this part apply to assignees
who el ect to convert.

(2) Wien there is nore than one assi gnee, each assi gnee has
the right to convert all or part of his/her share of the
i nsurance. Any assi gnee who doesn't convert |oses all ownership
of the insurance.

(3) Wien there is nore than one assi gnee, the nmaxi num anount
of insurance each assignee will be able to convert is determned
by the dollar anount corresponding to the assignee's share of the
total insurance. This anmount will be rounded up to the next
hi gher thousand, if it's not already an even thousand dol | ar
anmount .

(4) Premuns for converted life insurance are based on the
insured individual's age and class of risk at the tine the
conversion policy is issued.

(5) The enploying office nmust notify each assignee of the
conversion right at the tine the assigned group insurance
t erm nat es.

(c) The assignment termnates 31 days after the insurance
termnates, unless the insured individual is reenployed in or
returns to a position in which he/she is entitled to coverage
under this chapter within 31 days after the insurance term nates.

§ 870.908 Annuitants and conpensati oners.

(a) If an enpl oyee assigns Basic insurance and | ater becones
eligible to continue such insurance coverage as an annuitant or
conpensationer as provided in 8§ 870.701:

(1) At the tine he/she retires or becones eligible as a
conpensationer, the insured individual may el ect unreduced or
partially reduced i nsurance coverage as provided in § 870.702(a).
This right remains with the insured individual and does not
transfer to the assignee. Exception: if the insured individual
elected a partial Living Benefit as an enpl oyee under subpart K
of this part, he/she can only el ect unreduced i nsurance coverage.

(2) After the individual has nmade the el ection described in
paragraph (a)(1) of this section, the assignee (or, if nore than
one, all of the assignees acting together) nay, at any tine,
elect to cancel the annuitant's or conpensationer's election of
i ncreased coverage, as provided in 8 870.702(b). The right to
cancel the election transfers to the assignee; the annuitant or
conpensati oner cannot cancel the election after nmaking an
assignnent. Exception: if the individual elected a parti al
Living Benefit as an enpl oyee under subpart K of this part, the
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assi gnee(s) cannot cancel the el ection of unreduced insurance
cover age.

(b) Wien nore than one assi gnee has been naned, at the time
the insured individual becones eligible to continue coverage as
an annuitant or conpensationer, sone assignees nmay choose to
convert their part of the insurance, while others nay choose to
continue the coverage during the insured individual's retirenent
or receipt of conpensation. The anount of each type of continued
insurance is determned by the total percentage of the shares of
t he assi gnees who choose to continue the coverage.

(c) (1) Wen an annuitant who has assigned his/her insurance
is reenployed in a position in which he/she is entitled to life
i nsurance coverage, the coverage he/ she acquires as a reenpl oyed
annuitant is subject to the existing assignnent.

(2) The right of a reenployed annuitant to elect Qption B
coverage as an enpl oyee rather than as an annuitant under
§ 870.705(d)(3) remains with the insured individual and does not
transfer to the assignee. Any ption B coverage el ected as an
enpl oyee is subject to the existing assignnent.

8 870.909 Designations and changes of beneficiary.

(a)(1) An assignnent automatically cancels an insured
individual's prior designation of beneficiary. After making an
assi gnnment, an individual cannot designate a beneficiary; the
right to designate beneficiaries transfers to the assignee.

(2) Each assignee may designate a beneficiary or
beneficiaries to receive insurance benefits upon the death of the
insured individual and may al so | ater change the beneficiaries.
An assi gnee may designate hinself/herself the primary beneficiary
and nane anot her contingent beneficiary(ies) to receive insurance
benefits if the assignee dies before the insured individual.

(b) Benefits for assigned insurance are paid to the
assignee(s) if the assignee(s) did not designate a beneficiary.

(c) Benefits for assigned insurance are paid to an
assignee's estate if the assignee dies before the insured
i ndi vi dual and:

(1) The assignee (or the assignee's heirs) did not designate
a beneficiary; or

(2) The assignee's designated beneficiary dies before the
i nsured indivi dual

(d) The provisions of § 870.802 apply to designations of
benefi ciary nmade by assi gnees.

8§ 870.910 Notification of current addresses.

Each assi gnee and each beneficiary of an assi gnee nust keep
the office where the assignnent is filed informed of his/her
current address.
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Subpart J - Benefits for United States Hostages in Iraq and
Kuwait and United States Hostages Captured in Lebanon

§ 870. 1001 Pur pose.

This subpart sets forth the conditions for life insurance
coverage according to the provisions of section 599C of Pub. L.
101-513 (104 Stat. 2035).

§ 870.1002 Definitions.

In this subpart:

Host age and hostage status have the nmeaning set forth in
section 599C of Pub. L. 101-513 (104 Stat. 2035).

Pay period for individuals insured under this subpart neans
the pay period set by the U S. Departnent of State.

Period of eligibility nmeans the period beginning on the
effective date set forth in 8§ 870.1004 and ending 12 nonths after
host age status ends for hostages in Iraq and Kuwait and 60 nont hs
after hostage status ends for hostages captured in Lebanon.

8§ 870. 1003 Coverage and anount of insurance.

(a) An individual is covered under this subpart when the
U S Departnent of State determnes that the individual is
el i gi bl e under section 599C of Pub. L. 101-513 (104 Stat. 2035).

(b)(1) The anmount of Basic life insurance for these
individuals is the anount specified in 8§ 870.202, subject to the
applicable conditions stated in this subpart.

(2) The Bl A under 8§ 870.202 is the anount of the paynent
specified in section 599C(b)(2) of Pub. L. 101-513 (104 Stat.
2035), rounded to the next higher $1,000, plus $2,000.

(c) Individual s who have Basi c i nsurance under this section
al so have group acci dental death and di smenber nent i nsurance.

(d) Individuals insured by this subpart are not eligible for
Opti onal i nsurance.

(e) Individuals insured by this subpart are not consi dered
enpl oyees for the purpose of this part.

(f) BEigibility for insurance under this subpart depends on
the availability of funds under section 599C(e) of Pub. L. 101-
513 (104 Stat. 2035).

8 870. 1004 Effective date of insurance.

| nsurance under this subpart was effective on August 2,
1990, for hostages in Irag and Kuwait and on June 1, 1982, for
host ages captured in Lebanon, unless the U S. Departnent of State
sets a later date.

8§ 870. 1005 Prem uns.

(a) Government contributions and enpl oyee w t hhol di ngs
requi red under subpart D of this part are paid fromthe funds

-41-



provi ded under section 599C(e) of Pub. L. 101-513 (104 Stat.
2035) .

(b) If an individual isn't insured for the full pay period,
premuns are paid only for the days he/she is actually insured.
The daily premumis the nonthly premummultiplied by 12 and
di vi ded by 365.

(c) GPM may accept the paynments required by this section in
advance froma State Departnent appropriation, if necessary to
fund the 12-nonth period of coverage beginning the earlier of:

(1) The day after sanctions or hostilities end; or

(2) The day after the individual's hostage status ends.

(d) GPMwi Il place any funds received under paragraph (c) of
this section in an account set up for that purpose. CPMwill
nmake the deposit required under 5 U S.C 8714 fromthe account
when the appropriate pay period occurs.

8§ 870.1006 Cancellation of insurance.

(a) An individual who is insured under this subpart nay
cancel his/her insurance at any tine by witten request. The
cancellation is effective on the 1st day of the pay period after
the pay period in which the U S Departnment of State receives the
request.

(b) Cancellation nust be requested by the insured individual
and cannot be requested by a representative acting on the
i ndividual's behal f.

(c) An individual who cancels the insurance under this
section cannot obtain the insurance again, unless the U S
Departnent of State determnes that it woul d be agai nst equity
and good consci ence not to allow the individual to be insured.

8§ 870.1007 Term nation and conversion.

(a) Insurance under this subpart termnates 12 nonths after
host age status ends, unless the individual cancels the insurance
earlier.

(b) Insured individual s whose coverage termnates are
eligible for the 31-day extension of coverage and conversion as
set forth in subpart F of this part, unless the individua
cancel | ed the coverage.

8§ 870.1008 O der of precedence and designation of beneficiary.
| nsurance benefits are paid under the order of precedence

set forth in 5 U S C 8705(a) and under the provisions of subpart

Hof this part.

8§ 870. 1009 Responsibilities of the U S. Departnent of State.
(a) The U S. Departrment of State functions as the "enpl oyi ng
office" for individuals insured under this subpart.
(b) The U S. Departnent of State nust determne the
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eligibility of individuals under Pub. L. 101-513 (104 Stat. 2035)
for insurance under this subpart. This includes determ ning

whet her an individual is barred frominsurance under chapter 87
of title 5 U S . C because of other |life insurance as provided in
section 599C of Pub. L. 101-513 (104 Stat. 2035).

Subpart K - Living Benefits

8§ 870.1101 Eligibility for a Living Benefit.

(a) Effective July 25, 1995, an insured individual who is
certified by his/her doctor as termnally ill, as defined in
8§ 870.101, nay elect to receive a | unp-sum paynent of Basic
I nsur ance.

(b) Optional insurance is not available for paynent as a
Li ving Benefit.

(c)(1) The effective date of a Living Benefit election is
the date on which the Living Benefit paynment is cashed or
deposited. Once an el ection becones effective, it can't be
revoked. No further election of Living Benefits can be nade.

(2) If the insured individual dies before cashing or
depositing the Living Benefit paynent, the paynment nust be
returned to GFEQLI.

(d) If an insured individual has assigned his/her insurance,
he/ she cannot elect a Living Benefit; nor can an assignee elect a
Living Benefit on behal f of an insured individual.

(e) If an individual has elected a Living Benefit, hel/she
may assign hi s/ her remnaining insurance.

§ 870.1102 Anount of a Living Benefit.

(a)(1) An enployee nay elect to receive either

(i) Afull Living Benefit, which is all of his/her Basic
I nsurance, or

(i) Apartial Living Benefit, which is a portion of his/her
Basic insurance, in a multiple of $1, 000.

(2) An annuitant or conpensationer nmay only elect to receive
a full Living Benefit.

(b) The anmount of Basic insurance elected as a Living
Benefit will be reduced by an actuarial anount representing the
amount of interest lost to the Fund because of the early paynent
of benefits.

(¢)(1) If an individual elects a full Living Benefit, the
post-election BIAw Il be 0. If an enployee elects a parti al
Living Benefit, the post-election BFAw Il be the BIA reduced in
proportion to the anount of Basic insurance elected as a Living
Benefit, as prescribed by Pub. L. 103-409 (108 Stat. 4231).

(2) The post-election Bl A cannot change after the effective
date of a Living Benefit election.

(d)(1) If an enployee elects a full Living Benefit, Basic
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acci dental death and di smenber ment coverage termnates as of the
effective date of the el ection.

(2) If an enpl oyee elects a partial Living Benefit, Basic
acci dental death and di smenber ment coverage is reduced to equal
the post-el ection Bl A

§ 870. 1103 El ection procedures.

(a) The insured individual nust request information on
Living Benefits and an application formdirectly from CGFEQI .

(b)(1) Only the insured individual can apply for a Living
Benefit; no one can apply on his/her behalf.

(2) The insured individual nust conplete the first part of
the application and have hi s/ her physician conplete the second
part. The conpl eted application nust be submtted directly to
CFEAL .

(c)(1) OFEG.l reviews the application, obtains certification
fromthe insured s enploying office regarding the amount of
i nsurance and the absence of an assignment, and det erm nes
whet her the individual neets the requirenents to elect a Living
Benefit.

(2) If OFEG.l needs additional information, it wll contact
the insured or the insured s physician.

(3) Under certain circunstances, CFEGl may require a
medi cal exam nation before nmaking a decision. In these cases,
CFEGLlI is financially responsible for the cost of the nmedica
exam nat i on.

(d)(1) If the application is approved, OFEG.l sends the
insured a check for the Living Benefit paynment and an expl anati on
of benefits.

(i) Until the check has been cashed or deposited, the
i ndi vi dual may change hi s/ her mnd about el ecting a Living
Benefit; if this happens, the individual nmust nark the check
"void" and return it to CFEQI.

(ii1) Once the insured individual has cashed or deposited the
paynment, the Living Benefit el ection becones effective and cannot
be revoked; CFEA.l then sends expl anations of benefits to the
insured' s enploying office, so it can make the necessary changes
in w thhol di ngs and deducti ons.

(2) If the application is not approved, CFEGI wll notify
the insured individual and the enploying office. The decision is
not subject to admnistrative review, however, the individual can
submt additional nedical information or reapply at a |later date
if future circunstances warrant.

Part 871 is renoved.
Part 872 is renoved.
Part 873 is renoved.
Part 874 is renoved.
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