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Recently we have been experiencing an increasing number of ineligible dependents
enrolled in mecdical plans among the PGandE population. The following is
PGandE's pclicy regarding benefit eligibility of dependents:

An eligible dependent is defined as a legally married spouse, an unmarried child
to age 19, or to age 24 if enrolled in an accredited school and whc meets the
Internal Revenue Code's meaning of a dependent. Children include step children,
legally adopted children , foster children and any chiid who is the subject of a
legal guardianship, proviced the employee is the court appointa2d iegal guardian.
PGandE will previce coverage for the child during the period of time legal
guardianship is being approved up to a six month period. If legal guardianship
is not obtzined, coverage will be cancelled.

Therefore, ineligible dependents include divorced spouses, legally separated
spouses, grandchildren and all children who are not the legal responsibility of
the employee. No one may be a dependent if eligible as an employee and no one
may be a dependent of more than one eligible employee.

t is frauduient for employees to provide coverage on ineligible dependents.
Currently, when we determine that an employee with ineligible dependents is on
the plan, we charge the employee back premiums for the period of time the
dependent was on the plan and ineligible, regardless of whether actual claims
were incurred.

We. expect during the 1888 Open Enrollment that any employee with ineligible
dercencdents will drop their dependents from the plan. PGandE will not pursue any
back premiums i7 an employee voluntarily drops their ineligibie cependents at
that time. Ve will be empnasizing the need to drop ineligible dependents in
ompensation and Benefits Emphasis scheduled for publication in September. We
will also include in the open enrollment package information on eligible
dependents and the ccmpany's position regarding fraudulent claims cn ineligible

dependents.
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If the employee does not voluntarily drop ineligible dependents during open
enrollment, the Company will pursue any ineligible dependents and at a minimum
will charge for premiums retroactively to the date the dependent became
ineligible up to and including termination.

Over the last ten years, medical care costs for the company have quadrupled.
Current costs for 1987 will be over $85 million and we expect an increase of

©10% - 15% in 1988. Eliminating ineligible dependents is one important way of
_reducing this expanding 1iability. _In_the next few months _and in 1988 we will ___ _

' be seeking your assistance in aggressiye?y pursuing these cas
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