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SUBJECT : GEHA, UBLIC Premium Returns

1. 7This mexmorandum comtaing a recommendation in paragraph
6 for pelicy appreval, .

2. ‘The GEHA Beard of Dirsctars, at meetings of 22 July and
$ September 1958, pussod the following resciutions dealing with the
returned premiums frem the United Benafit Life Insurance Company
(UBLIC). The Dizectar of Perseanel and OGC, were
present at cach meeting. Certain opinions of the General Counsel
mummﬁummunﬂnmuﬂm
by the Board in the meeting of 5 September. The matter of disposition
of returned promivns has been under lengthy disenssion for three
years and it is felt that the presenl vesslutions adequately meet the
policy interests of the Agency, GENA‘'s responsibilities to the amployee
policy holders and the vazicus legal constderations invelved.,

3. The Seperintendant of Corporations of the District Goverament
has informed the Gensral Counsel of the form by whish the GEHA car-
tificate of lacorperation may be satisfactorily amended %0 authovise
GEHA te conduct varisus types of insurance programs, including life
insurance. This actien is in process now and sheuld be comploted
by the end of September, This will eliminate any logal question with
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fums to policy holders of record as of 31 July 1957. The question of
GEHA's obligation to employee policy holders whe leoft the program
prior to 31 Ml’ﬂﬂ“!m&ﬂy&:«m&n"ﬂlh&cm
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& This sction by the GEHA Board is of & pelicy ssture having sa
effect upon the Agency. R ia recommended that the above actien by the
GEHA Beard be approved subject to the completion of the amendmant of
the GEHA Certificate of Incorperation,

| ‘ |
Cihairman, Beaxd of Directors
GEHA, Inc, -
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MEMORANDUM FOR: Deputy Director of Central Intelligence
Deputy Director {Support)

SUBJECT: GEHA - UBLIC Premium Returns

l. This memorandum is for information oaly.

2. On 22 July and 5 September 1958 the GEHA Board of
Directors passed resolutions to distribute to UBLIC policy holders
2 portion of the premiums returned to GEHA under the contract with
United Benefit Life Insurance Company. This Office expressed some
reservations as to the legal implications of this actiom, and the GEHA
request for policy approval by the Agency was, therefore, forwarded
- through this Office.

3. There is very little clear-cut law applicable to an action
such as that taken by the Board. This is apparently because the
normal procedure for groups who abtain a2 refund under these cir-
cumstances is to use the funds to reduce subsequent premiums paid
by the members or te provide additional insurance. This is admin-
istratively convenient and avoids the cost of making refunds. It
alse appears to be acceptable legally. We do not find, however,
that the action takea by the GEHA Board is fllegal. In its execution
we can foreses the possibility of a variety of legal probloms, none
of vhich appsars to be insurmountable. Members of GEHA not helding
UBLIC policies may claim their membership alone eatitles them to
share, We believe such a claim would not prevail as the Board's
Action in distinguishing between the class that comtributed to the
refund sad those members who did not is equitable and within its
authority. Awarding the refunds to those who are policy holders as
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of a specified retreactive date may be questioned both by pelicy holders
who dropped their membership prior to that date or by curreat policy
holders as against policy holders who have dropped their membership
siace that specified date. It would ba preferable to make the refunds
to these who are policy holders at the time the resclutions of the

Board became effective.

4. Other legal involvements may occur ia the case of qualified
policy holders subsequently deceased or in the event that any erroneous
payments are made. A question may be raised as to whether such a
refund wounld in any way impair GEHA's entitlement to Federal or D. C.
tax exemption. Simce this is clearly not a dividead or other distribution
of profits but a return to participating members, we believe in the ead

‘the entitlement to tax exemption should not be affected.

5. While we think there are distinct advantages in using the
accamulated funds to reduce future premiums or provide additional
insurance, the fact that the Board has already passed resolutions to
make a refund may in effect have vested rights thereto ia the qualifying

. members although deubt arises in the case where official notification
of the Board's reselutions has not boen givea to the members. Unless
we could say, therefors, that the action of the Board was clearly
cutside its authorities, any reversal at this time would teand to create
its own legal involvements. We do not, therefore, present a legal
objection to the Board's resclutions if they are approved from the
policy viewpoint of the Agency.

’Z‘.,( LAWRENCE R. HOUSTON
-, General Counsal
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