STATE OF CALIFORNIA
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SUBJECT:

	IMPLEMENTATION OF CONSOLIDATED BENEFITS (COBEN) FOR EMPLOYEES IN BARGAINING UNITS 16, 19, AND EXCLUDED AND CHANGES IN THE ELIGIBILITY CRITERIA�NUMBER:

		HR 98-028��	FOR EMPLOYEES IN BARGAINING UNITS 16, AND 19, AND 	THEIR DEPENDENT CHILDREN�DATE ISSUED:

		September 30, 1998��DISTRIBUTION:



	ADMINISTRATIVE ASSISTANT; Attendance Clerks�EXPIRES:

		INDEFINITE��



The purpose of this memorandum is to provide information regarding the implementation of Consolidated Benefits (CoBen) and important changes in the eligibility criteria for employees and dependent children.  The following groups of employee are impacted by these changes:



�Bargaining Unit 16 (BU 16), the Union of American Physicians and Dentists (UAPD),���Bargaining Unit 19 (BU 19), the American Federation of State, County and Municipal Employees (AFSCME), and���Excluded employees (C, E, M, or S designated) for CoBen only.��

Implementation of CoBen and the changes in eligibility criteria are the result of the recent ratified Memorandum of Understandings (MOU) for BU 16 and BU 19 employees.  Under the authority of Government Code Section 353905, the Department of Personnel Administration (DPA) is also implementing CoBen for Excluded employees, however, the change in the dependent eligibility criteria will not be implemented for Excluded employees at this time.



CONSOLIDATE BENEFITS (CoBen)



CoBen, which is being offered as part to the State’s FlexElect Program, improves the way the State contributes towards and employee’s health, dental, and vision benefits.  It allows eligible employees to offset their total benefit costs by choosing lower cost health and/or dental plans.



Under CoBen, the State will provide one “combined” employer contribution amount (benefit allowance) for an employee’s health, dental, and vision benefits.  Based on the health, dental, and vision plans a BU 16, BU 19 and Excluded employee has enrolled in, the full premium costs will be deducted from the employee’s benefit allowance.



If the combined cost of an employee’s health, dental and vision benefits is less than the benefit allowance provided by the State, the excess money will be paid to the employee as taxable cash and will be reflected on the employee’s monthly pay warrant.



If the combined cost of an employee’s health, dental and vision benefits if more than the benefit allowance provided by the State, the difference will be reflected as a pretax deduction on the monthly pay warrant and, therefore, not subject to federal, state and, if applicable, Social Security/Medicare taxes.







�CONSOLIDATE BENEFITS (CoBen) - Continued



CoBen can result in employees receiving extra money each month in their pay warrant based upon their cost-effective benefit plan choices.  However, it is important that employee carefully assess the benefit plans they choose to ensure the benefit plans will meet their ongoing medical and dental needs of their eligible dependents.



EMPLOYEE COMMUNICATIONS



DPA is in the process of developing an informational brochure that will be mailed to the home address of BU 16, BU 19 and Excluded employees impacted by CoBen.  It is anticipated that the brochure will be mailed by the end of September 1998.  In addition, DPA will also send a copy of this brochure to Departmental Personnel Offices for reference.



The CoBen brochure will contain a CoBen worksheet, which can be used by employees to calculate what their month out-of-pocket premium costs would be or the amount of CoBen Cash they may be eligible to received each month.  This worksheet is also available on the DPA Website www.dpa.ca.gov.download.htm.  Employees and Departments can also request the calculation program on diskette from the Benefits Division at DPA.  Users will need to access to Excel 5.0 or higher to use the calculation program.  



COBEN EFFECTIVE DATE



In accordance with the recently ratified MOU’s between AFSCME, and the State, BU 19 employees will be transitioned into CoBen effective January 1, 1999 (December 1998 pay period).  CoBen will also take effect on January 1, 1999 for Excluded employees.  BU 16 employees were transitioned into CoBen on July 31, 1998 (July 1998 pay period).



BU 16, BU 19 and Excluded employees will have an opportunity to make changes to their benefit selections during the annual Health, Dental, and FlexElect Open Enrollment Period (September 1, 1998 through October 15, 1998).  Any enrollment changes made during that period will be effective 

January 1, 1999.



BENEFIT ALLOWANCE AMOUNTS



Under CoBen, the number of dependents enrolled (party code) will be used to determine the amount of benefit allowance employee will be eligible to received.  If employees are enrolled in both a State-sponsored health and dental plan, their health benefit enrollment party code will determine the amount of the benefit allowance they will receive.



If employees elect to receive cash in lieu of the State-sponsored health plan but enroll in a State-sponsored dental plan, their dental benefit enrollment party code will be used to determine the amount of the State’s CoBen contribution.  In this situation, employees will receive cash in lieu of health, and the employee’s dental and vision premiums will be fully paid.



The CoBen allowance amounts effective January 1, 1999 (December 1998 pay period) for BU 16, 

BU 19 and Excluded employees are reflected on page 3.  BU 16 employees should be advised that these amounts have been increased to offset the increase in the health premiums that will go into effect January 1, 1999.



�BENEFIT ALLOWANCE AMOUNTS - Continued



�EMPLOYEE COBEN ALLOWANCE��EMPLOYEE PARTY CODE�REPRESENTED�EXCLUDED��One Party-Employee Only�$200�$201��Two Party-Employee plus one dependent�$384�$394��Three Party-Employee plus two or more dependents�$505�$518��

Note:  The excluded allowance is slightly higher due to the additional cost for the Enhanced Dental Benefit Plan.



IMPACT TO FLEXELECT PROGRAM



As with the State’s current FlexElect Program, if employees have health and/or dental coverage through another source, they will be allowed to receive cash in lieu of enrolling in a State-sponsored health plan, or both a health and dental plan.  In addition, if employees elect to receive cash in lieu of enrolling in State-sponsored benefits, they will no longer pay the $1 monthly administrative fee.  Employees enrolled in a FlexElect Medical and/or Dependent Care Reimbursement Account will continue to have the $1 monthly administrative fee deducted from their pay warrant.



Elimination of Dental Cash Only Option



Under CoBen, the option to receive cash in lieu of State-sponsored dental benefits only is not available.  This option is being eliminated because in many cases the excess benefit allowance amount employees would receive by enrolling in a lower-cost dental plan is greater than the amount of cash ($12) they would receive under the current Dental Cash Option.



Employees currently enrolled in a health plan but who have elected to receive cash in lieu of enrolling in a State-sponsored dental plan, may elect to enroll in a State-sponsored dental plan during the annual open enrollment period.



It this situation the following information should be used when completing the Dental Plan Enrollment Authorization (STD. 692):



Permitting Event Code:�44��Permitting Event Date:�9/1/98��Effective Date:�1/1/99��

One exception that would preclude employees from enrolling in a State-sponsored dental plan is if they are currently enrolled as a dependent on their spouse’s State-sponsored dental plan.  Under the State’s Dental Program employees may not be enrolled as en employee and also be covered as a dependent on a State-sponsored dental plan.



Health/Dental Cash Option



Under CoBen, an employee electing not to enroll in a State-sponsored health plan will receive $130 per month compared to the current Flex Health Cash Option amount of $128.  An employee electing not to enroll in both a State-sponsored health and dental plan will receive $155 per month compared to the current Flex Health and Dental Cash Option amount of $140.  These amounts are taxable and will be reflected on the employee’s monthly pay warrant as “COBEN CASH”.

�Health/Dental Cash Option - Continued



During the 1998 Open Enrollment Period, DPA is introducing the new Consolidated Benefits (COBEN) Cash Enrollment Election Form (DPA 666).  This new form should only be used for employees eligible for CoBen.  A copy of this form is enclosed and may be duplicated as needed.  Eligible employees who wish to enroll in the CoBen Cash Option in lieu of the health only or health and dental, must complete the new DPA 666 election form.  Attachment I, is a sample of the DPA 666 for an employee who is electing the $155 in lieu of health and dental insurance.  Attachment II, is a sample of the DPA 666 for an employee who is electing the $130 in lieu of health insurance only.



All CoBen documents must be submitted to the Office of Human Resources (OHR), Personnel Operations for processing.  Attachment III is a forms processing chart which will be used to determine where the documents will be sent.



The choice made by employees for dental insurance (enroll in a State-sponsored plan or elect cash in lieu of their dental benefit) will continue to be a three-year commitment.  The only exceptions to this three-year commitment are:



1.�if the employee was receiving cash and lost his/her other dental coverage;��2.�the employee cancelled both health and dental CoBen Cash during open enrollment; or��3.�due to a valid change in status event the employee cancelled both health and dental CoBen Cash.��

Please refer to the 1999 FlexElect Procedures Manual for a list of valid changes in status events.



VISION PROGRAM



BU 16, BU 19 and Excluded employees will continue to be automatically enrolled in the State’s Vision Plan.  Eligible employees, who have previously declined vision coverage, will be automatically enrolled in the State’s Vision Plan upon their transition into CoBen.  Once this is done, employees who wish to decline coverage may do so by completing a STD. 700 form.  If at a later date the employee decides to re-enroll, another STD. 700 must be completed.



CHANGES TO THE STATEMENT OF EARNINGS AND DEDUCTIONS



To properly reflect an employee’s benefit allowance amount and benefit plan choices some changes have been made to the Statement of Earnings and Deductions for BU 16, BU 19 and Excluded employees.  These changes include some new terminology as reflected below:



BENEFITAMT�Indicates the monthly benefit allowance contributed by the State.  This benefit allowance contribution will be shown as a credit under the Deductions Section of the Statement of Earning and Deductions.��COBEN CASH�Indicates the amount an employee received who has cash in lieu of enrolling in State-sponsored health only or both health and dental benefits.��

The full premium amount and an abbreviation of the name of the employee’s health, dental, and vision plan carriers will also be shown under the Deductions Section.  For Example, vision enrollment will be shown as Vision-VSP-$8.98.





CHANGES TO THE STATEMENT OF EARNINGS AND DEDUCTIONS – Continued



Attached are three examples, which provide a comparison of what an employee’s Statement of Earnings and Deductions looked like prior to implementation of CoBen and what it will look like under CoBen based on the following scenarios:



Attachment IV�Employee enrolled in health, dental, and vision; benefit allowance amount (BENEFITAMT) exceeds premiums��Attachment V�Employee enrolled in health, dental, and vision; premiums exceed benefit allowance amount (BENEFITAMT).��Attachment VI�Employee enrolled in vision who has elected to receive cash in lieu of health and dental benefits.��

Please note that the benefit allowance amount (BENEFITAMT) and any CoBen Cash an employee may receive are taxable and increase the employee’s taxable gross earnings for federal, state and, if applicable, Social Security/Medicare tax purposes.  The health, dental, and vision premiums are not taxed, and therefore reduce the employee’s taxable gross earnings.  As a result, employees will see a minimal change to the federal, state and, if applicable, Social Security/Medicare taxes withheld on their pay warrants.



CHANGE IN EMPLOYEE ELIGIBILITY CRITERIA EFFECTIVE JANUARY 1, 1999



Effective January 1, 1999, all BU 19 employees must meet one of the following eligibility criteria in order to be eligible for health, dental, and vision benefits.  This criteria was effective on July 1, 1998 for BU 16 employees.  Excluded employee will not be affected by these new eligibility criteria.



�A permanent employee appointed half-time or more; or���An employee who is a limited-term or temporary authorization appointee who continues coverage based on prior continuous permanent status; or���An employee who is in a half-time or more limited-term appointment shall qualify after working six consecutive months; or���An employee appointed half-time or more to a temporary appointment in lieu of a permanent appointment; or���A permanent intermittent employee who works a minimum of 480 hours in a six-month control period.��

DEPENDENT CHILDREN ELIGIBILITY CRITERIA –

BU 19 – EFFECTIVE JANUARY 1, 1999

BU 16 – EFFECTIVE JULY 1, 1998



In addition to the information regarding implementation of CoBen and the changes to employee eligibility, important changes have been made to the eligibility criteria for dependent children of BU 16 and BU 19 employees.  The changes in dependent eligibility, as described, will not apply to dependents of Excluded employees.  



�

DEPENDENT CHILDREN ELIGIBILITY CRITERIA – Continued

BU 19 – EFFECTIVE JANUARY 1, 1999

BU 16 – EFFECTIVE JULY 1, 1998



Listed below is a brief summary of these changes:



�maximum age limit for health, dental and vision coverage has been lowered from age 23 to age 19, unless the child meets certain education conditions or is certified disabled.���legal or joint custody will be required in order to enroll a child other than a natural, adopted, or stepchild (e.g., niece, nephew, sister, etc.).���a grandchild may be enrolled without obtaining legal or joint custody under certain circumstances.��

Eligible dependent children are defined as:



�a child under age 19 who has never been married or who has obtained a legal annulment, and is either a natural, adopted, or stepchild;���a child who is not a natural, adopted, or stepchild, for who the employee has legal or joint custody and the child is not receiving or eligible for coverage through another source;���a grandchild who is living in a parent-child relationship with the employee and the natural parent(s) is not living in the same household, and the child is not receiving or eligible for coverage through another source;���a disabled child over the age of 19��

Education Requirements



An eligible dependent child who is age 19 but under age 23 may be enrolled or continue to be enrolled, if the child meets one of the following conditions:



�Enrolled on an ongoing basis as a college student for at least nine semester college units or equivalent quarter units; or���Enrolled on an ongoing basis in an adult continuation school curriculum that would result in a high school diploma or its equivalent.��

Medically Disabled Children



A disabled child who has never been married or who has obtained a legal annulment may continue to be enrolled after attaining age 19 if:



�The child in incapable of self-support because of a physical disability or mental incapacity and is dependent on the employee for support and care and the dependent child was enrolled as disabled at the time of the employee’s initial enrollment; or���The child was certified disabled while enrolled as an eligible family member prior to attaining age 19.��

�BU 19 EMPLOYEES HIRED PRIOR TO JANUARY 1, 1999

BU 19 EMPLOYEES HIRED PRIOR TO JULY 1, 1998



Health/Dental Insurance



Employees who have a dependent child between the ages of 19-23 enrolled on their health and/or dental insurance plan, who does not meet the dependent eligibility criteria listed on page 6, must be deleted from the plan(s), unless the child is currently enrolled in school for the 1998 fall semester or will be enrolled in school for upcoming 1999 spring semester.



Employees who have a dependent child other than a natural, adopted or stepchild enrolled as a dependent, must have legal or joint custody as described on page 6.  If the child is a grandchild, legal custody is not required as long as the natural parent is not living in the same household.



To delete an ineligible dependent from coverage, employees should be instructed to complete a Health Benefit Plan Enrollment Form (HBD-12) for health insurance and a Dental Plan Enrollment Authorization (STD. 692) for dental insurance.  These forms should be submitted during the current open enrollment period September 1 – October 15, 1998.  The effective date of the deletion will be January 1, 1999 for BU 19 employees.  The effective date for BU 16 employees will be the first of the month following the date of the event.



BU 16 and BU 19 employees should be advised that if they fail to delete an ineligible dependent from their coverage, they will be held liable for any health, dental, and vision services provided during any period of ineligibility.  DPA is currently working with the carriers to develop an audit process that will include identification of dependents of BU 16 and BU 19 employees not eligible for benefits.  In addition, BU 16 and BU 19 employees should be advised that upon request they may be required to provide substantiation that their dependent children meet the new dependent eligibility criteria outline above.  Such substantiation might include student enrollment verification or legal custody documentation.



Forms Processing During the Open Enrollment Period of 9/1/98 to 10/15/98



BU 16 Deletion



When an HBD-12 and/or STD. 692 to delete a dependent child of a BU 16 employee is submitted either during or after the open enrollment period the documents should be completed with the following information:



�HBD-12�STD. 692��Permitting Event Date�Date of change in dependency�Date of change in dependency��Effective Date:�First day of the month following the event�First day of the month following the event��Reason Code:�310�26F��Personnel Office Received Date:�Must be dated the same month as the date of change in dependency�Not applicable��Remarks:�BU 16 Employee Dependent Deletion�BU 16 Employee Dependent Deletion��

�

Forms Processing During the Open Enrollment Period of 9/1/98 to 10/15/98 - Continued



BU 19 Deletion



When an HBD-12 and/or STD. 692 to delete a dependent child of a BU 19 employee is submitted during the open enrollment period the documents should be completed with the following information:



�HBD-12�STD. 692��Permitting Event Date�9/1/98�9/1/98��Effective Date:�1/1/99�1/1/99��Reason Code:�310�15��Personnel Office Received Date:�Must be dated the same month as the date of change in dependency�Not applicable��Remarks:�BU 19 Employee Dependent Deletion Open Enrollment�BU 19 Employee Dependent Deletion Open Enrollment��

After January 1, 1999, if it is determined that a BU 19 employee’s dependent child is not eligible based on the new criteria, the dependent child must be deleted from the dental and health coverage.  Document should be completed with the following information:



�HBD-12�STD. 692��Permitting Event Date�Date of change in dependency�Date of change in dependency��Effective Date:�First of the month following the event�First of the month following the event��Reason Code:�310�26F��Personnel Office Received Date:�Must be dated the same month as the date of change in dependency�Not applicable��Remarks:�BU 19 Employee Dependent Deletion �BU 19 Employee Dependent Deletion��

Re-enrolling a Dependent Previously Deleted 

Based on the New Dependent Criteria



In the event a child who was previously deleted becomes eligible to be enrolled, an HBD-12 and/or STD. 692 will need to be completed.  This could result from a dependent enrolling in school or if the employee obtains legal or joint custody of a child. BU 16 and BU 19 employees have 60 days from the date eligibility is obtained to complete the documentation.  Documents should be completed with the following information:



�HBD-12�STD. 692��Permitting Event Date�Date of legal custody or enrollment in school�Date of legal custody or enrollment in school��Effective Date:�First day of the month following the event, if received within 60 days of event date�First day of the month following the event, if received within 60 days of event date��Reason Code:�203�16��Personnel Office Received Date:�Date received in the employing office�Not applicable��Remarks:�BU 16 or BU 19 - Dependent Addition�BU 16 or BU 19 - Dependent Addition��Vision Insurance



Due to the automatic enrollment process for the State’s Vision Plan, it is not necessary for BU 16 or 

BU 19 employees to complete a form to delete an ineligible dependent from the vision coverage.  However, BU 16 or BU 19 employees should be advised to request vision services for a dependent considered ineligible for their State-sponsored vision coverage based on the new eligibility criteria.



Disabled Children



BU 16 and BU 19 employees who have a dependent child between the ages of 19-23 who is disabled, should take immediate action to have the dependent certified as disabled by completing a Medical Report for Disabled Dependent Coverage form.  Completion of this form will allow the disabled child to maintain health, dental, and vision eligibility.  Please refer to the CalPERS Health Benefits Procedure Manual and Section 500 of DPA’s Benefits Administration Manual (BAM) for instructions on the completion of the Medical Report for Disabled Dependent Coverage form.



Continuation Coverage for Deleted Dependents



All dependents who are deleted from health or dental coverage or are ineligible for vision coverage due to this new eligibility criteria will be eligible to continue coverage under the Consolidated Omnibus Budget Reconciliation Act (COBRA) Program for up to 36 months.  The Personnel Office will advise BU 16 and BU 19 employees that they have 60 days from the effective date of loss of coverage to elect COBRA coverage for their dependents.



BU 16 AND BU 19 employees should be advised that several health plans offer low-cost health coverage to young adults.  These “youth plans” may be more cost effective than continuing coverage under COBRA.  Employees should be advised to check with their current health carrier for additional information.



BU 16 EMPLOYEES HIRED ON OR AFTER JULY 1, 1998



Impacted employees hired on, or after, the implementation of the new eligibility criteria who wish to enroll a dependent child of any age on their health and/or dental plan must provide a copy of the dependent’s child birth certificate at the time of the enrollment.  If the child is no a natural, adopted or stepchild, they must also provide legal or joint custody documents.



In addition, for any child between the age of 19-23 the employee must also provide:



1.�a certification of schooling or educational institution enrollment documentation; or��2.�certification of a disability at the time of enrollment. ��

The child must meet the new eligibility criteria listed in this memorandum at the time of enrollment.  The Personnel Office will maintain a copy of the supporting documentation in the employee’s Official Personnel Folder along with the enrollment form(s).  The supporting document(s) will be forwarded to DPA, CalPERS or SCO upon the request from these agencies.



�ELIGIBILITY OVERVIEW



At this time, only BU 16 and BU 19 employees are impacted by the new dependent child eligibility criteria described in this memorandum.   Accordingly, those employee who change to another bargaining unit or employees who are not in BU 16 and BU 19 may enroll and maintain dental, health, and vision coverage for the dependent children under the dependent child eligibility criteria described in Section 506 of the BAM.



QUESTIONS



BU 16, BU 19 and Excluded employees should be advised to direct their questions to their Attendance Clerks.  Attendance Clerks should contact their assigned Personnel Services Specialist/ Supervisor.  DPA hopes the information provided will answer most of the questions raised and they are aware that the information sent to BU 16, BU 19 and Excluded employees and contained in this memorandum represents major changes to the current payroll process, as well as employee and dependent eligibility.









LYNN W. CATANIA, Manager

Personnel Operations Section



LWC:BJO



Attachments
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