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SUBJECT Federal Employees' Group Life Insurance:
The Incontestability Clause

The purpose of this Letter is to informagencies of a clause in
t he Federal Enployees' Goup Life Insurance (FEG.I) contract
concerni ng erroneous enrol |l nents.

Enpl oyees insured under the FEG.I Programare entitled to the
protection of the Incontestability C ause of the FEGQ.I contract.
This clause says that an enrollnment made in error cannot be
chal | enged nore than two years after the error occurred. (This
applies to life insurance enrollnents only, not to enrollnents in
t he Federal Enpl oyees Health Benefits (FEHB) Program)

In practical ternms, this nmeans that an agency error permtting
enrol I ment for Basic, Option A, Option B, or Option C coverage
(or permtting additional multiples of Option B coverage) should
be allowed to stand, if the coverage renmained in force for two
years or nore during the enployee's lifetine and the error was
not detected and corrected within two years after the date the
el ecti on was made.

This clause may not be used to allow enrollments for employees
who are excluded from coverage by law or whose type of
appointment is excluded by regulation (e.g., intermttent

enpl oyees or tenporary enpl oyees).

This clause applies only to errors that occur during enpl oynent.
Retirement systens (e.g., CSRS or FERS) cannot use the

I ncontestability Clause to correct errors that occur after
retiremnent.

The existence of this clause does not permit agencies to become
less diligent i1n their administration of the FEGLI Program.
Erroneous enrol |l nents nust still be avoi ded whenever possible.
Agency personnel are encouraged to performdesk audits of their
enpl oyees' personnel files to uncover FEG.l enroll nent errors.
Those that occurred nore than two years ago should be exam ned to
see whether the Incontestability C ause applies. Those that
occurred less than two years ago nust be corrected in the usual
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manner, giving the affected enpl oyees the right to

reconsi der ati on.

Here are sone exanples of when the Incontestability C ause may be

used:

Exanple 1

Exanple 2

Exanpl e 3

Exanpl e 4

Exanpl e 5

An enpl oyee who had previously wai ved coverage
transfers fromone agency to another w thout a
break in service and is allowed to el ect

i nsurance at the new agency. This is an agency
error. However, if nore than two years passes
bef ore anyone di scovers the error, the erroneous
el ection nmust be allowed to stand.

An enployee is allowed to elect Option B w thout
a qualifying event (e.g., marriage, divorce,
etc.) and without providing the results of a
physi cal (SF 2822). This is an agency error.
However, if nore than two years passes before
anyone di scovers the error, the erroneous

el ection nmust be allowed to stand.

An enpl oyee submits acceptable results of a
physi cal. He/she then submts an SF 2817

el ecting Basic, Option A, and Option C. If the
agency accepts the SF 2817, this is an agency
error. Acceptable results of a physical do not
permt election of Option C. However, if nore
than two years passes before anyone di scovers
the error, the erroneous el ection nust be

all onwed to stand.

An enpl oyee transfers from one agency to anot her
w thout a break in service. He/she has Basic,
Option A, and Option C at his/her former agency.
This is SF 50 equivalent code F. However, at

t he new agency the SF 50 is coded with J. This
is Basic, Option A, Option B (one nultiple), and
Option C.  Therefore, through a coding error,

t he enpl oyee was erroneously enrolled in Option
B. However, if nore than two years passes

bef ore anyone di scovers the error, the erroneous
el ection nmust be allowed to stand.

An enpl oyee el ected Basic during the 1993 open
enrol I ment period. H s/her enrollnent was nmade
effective imedi ately (rather than waiting unti
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he/ she net the pay and duty status requirenents
of the open enrollment period). This is an
agency error. However, if nore than tw years
passes before anyone di scovers the error, the
erroneous el ection nust be allowed to stand.
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Paynent or nonpaynent of premuns is not the final determ ning
factor in using this clause. Each case nust be examned on its
own nerits.

Applying the Clause
Once you di scover an error, you nust exam ne the
circunstances of the error to determ ne whet her the
I ncontestability Cl ause applies. You should ask yourself the
foll ow ng questions concerning the error:
1 Did the error occur nore than two years ago?

1 Did the error occur while the person was enpl oyed
(rather than after he/she retired)?

| s the enpl oyee otherwise eligible to enroll in the
Program (i.e., not excluded by |law or type of
appoi nt ment) ?

Does the error involve nore than sinply an erroneous
wi t hhol di ng?

Once you have determ ned that the clause does apply, you
shoul d prepare a note to the file explaining the details of
the error, the date it occurred, the date it was di scovered,
and the fact that the enrollnment is now valid due to the
Incontestability Clause. |If there is an applicable SF 2817
inthe file, the note should be attached to the permanent
file copy of the SF 2817. Upon the enployee's retirenent,
the note should be forwarded along with the SF 2817 to the
retirement system |If there is no applicable SF 2817 (e.qg.,
an SF 50 coding error occurred), you nmust still provide an
expl anatory note to the file which nust be forwarded to the
retirement system upon the enployee's retirenent.

You nust al so provide a note in the Remarks section of the SF
2821 prepared for retiring enployees that explains that the

I ncontestability Clause was used to ratify an erroneous
enrol | ment.

Premiums

Prem uns are due for any erroneous coverage allowed to stand.
| f prem um deducti ons have been nade, they are not
refundable. [If prem um deductions have not been nade, or if
you have already refunded premuns and it is subsequently
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determ ned that the coverage should be allowed to stand,
prem um deducti ons should be nade or recovered. As wth any
under deduction of prem um agencies nmay waive collection from



Benefits Adm nistration Letter 95-203

t he enpl oyee but nust submt the total anmount due for the
coverage for deposit in the Fund.

Retiring Employees

Enroll ments that are allowed to stand due to the
Incontestability Cl ause becone valid enrollnents. |If a
retiring enployee was enrolled in the FEGI Programfor at

| east the five years immediately prior to retirement (or from
the first opportunity to enroll), even if the enroll nent was
in error but then was allowed to stand, he/she is still
entitled to carry the enrollnment into retirenment. The five-
year rule must still be net, however. The Incontestability

Cl ause cannot be used to waive the five-year rule.
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