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DRAFT '

MFMORANDUM FOR : Deputy Director (Support)
'I'HROiJGH " ¢ Director of Personnel

SUBJECT : Insurance Program of the Central
Intelligence Agency

REFERENCE

Memorandum for C/BSD/OP, from DD/S,
dated 5 June 1963, Subject: GEHA Group
Life Insurance Program. (Tab A)

1. Pursuant to referenced memorandum, a Task Force counsisting

of Member; and

| | Member and Legal Advisor, submits the following

report on the Insurance Program of the Central Intelligence Agency.

The comments of the GEHA Board of Directors are attached as Tab

2. The Task Force was appointed to examine certain aspects of

the GEHA Group lLife Insurance Program -- aspects which were high-

lighted in a memorandum for the record dated 2 May 1963 by Mr.

[ lof the Office of General Counsel. (S8ee Tab B) The Task

Force believed a broader examination than that suggested by
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much of th? history of the Agency's 1nlu¥ance Program as was possible
to assemble from old records or {from the recollection of those oificews
who participated most actively in its early developmc.nt.

3. Prior to World War 11 U. 8. Government departments and
agencies, as such, sponsored no life or health insurance programs. In
isolated cases employee groups incorporated themselves under such as
"The X Benefits and Relief Association' and secured the advantages of
group life insurance. During the 1930's Group Hospitalization, Inc.
(Blue Cross-Blue Shield) and Group Health Association were two organi-

a
zations operating in the Washington area offeringtype of "group' health

insurance. The GHI group was, in reality, a mass of amaller groups,
each with a collector, or collectors, of premium payments. A U. 8.

Government agency, a public utility, or a department store, could have

its "group'". Management tolerated these arrangements for their inherent

good and overlooked the sometimes full-time pr)occupatiou of its employee B

P i

who served as premiu\m ok ctor in return for which he or she received
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free insurance coverage.

4. During World War II, the Office of Strategic 8ervices was
staffed primarily by active duty military personnel. The civilian staff

was able to participato.' cover permitting, in the war-born "War Agencies

Employees Protective Agsociation" for the purchase of term life. insurance.

They were likewise able to participate in the local groh p health plans
but the extent of participatiop is not a matter on which the Task Force can
speak with any assurance.

5. When OSS was abolished and the Central Intelligence Group
created, the members of CIG had tvl.ilable‘ to them the WAEPA life in-
surance and the two hea‘l.th plans - Group Hospitalization, Inc. (Blue
Cross-Blue Shield) and Group Health Association. GHI, through employee'
collectors, received premium.paymenu from CIG employees who were

known as such, and adjudicated all claims in its Washington, D. C. office,

-

regardless of where the expenses were jncurred. Group Health Association,

on the other hand, accepted mqmbci'lhii'i) from any individual in the fl“r&#{"‘”

1o aed B
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of Columbia and surrounding areas, which membership did not d;spend
upon an identified employee group from a Federal agency or a private
employer, )ﬁu individual subscribess % ;t’f’ir premiums directly to
GHA. The GHA plan vu more than & hospitalization plan. It had a
regularly salaried staff of doctors and nurses whose services were
4
available at several clinics located in the D. C. metropolitan area. The
‘services were limited to persons in the D. C. area and therefore, was
unavailable to persons outside t;at area.

6. The change from CIG to CIA on 18 September 1?47 caused no
change in the existing insurance plauns or procedures. However, when the
new DCI assessed the ucu:;ity implications in GHI methods of operations
in the fall of 1947, the decreed that no new applications would be made to
GHI and that a more secure meéans of providing health insurance for over-

seas personnel be devised. The reasons were obvious: dn a completely

p) .
unclassified sesa GHI was accumulating not only the names of many CIA

-
‘ fe B
Sl
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employees and their families but their specific cities of assignment
throughout the U. S. and the world and the physical and mental health
problems they were experiencing .

7. In the winter and spring of 1947-48, the Office of Personnel under-
teod a complete review of the medical and hospitalisation insurance plans
then in use by the Government and private industry. Based upon this re-
view it was determined that'y pl.ui’oﬂctod by the Mutual of Omaha Health

: weg (
and United Benefit Life Insurance Company of Omaha, Nebraska, was the
most desirsble. This determination was based upon that Company's
assurance that all records pertaining to premium payments and audit of
imsurance claims would be carried out under the jurisdiction and within the

: Ao fonlth
confines,of CIA. Iumwder fo qualify for the type o insurtace offered by
Mutual of Omaha, an orpnhatfon had to meet & requirement established
: ' |

'by the D. C. Insurance Commissioner, which was that 75% of the members:

A
4 Lot
sktiogpckmasix had to be insured. To reveal a number r-p:ountingt\?sﬁ of

%

Eay

e
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the strength of an organization would be to reveal the total size of the

[} ’ ﬁ/
organisation, A Tq conceal-the true size of CIA, &,"orpnlnﬂon known

as the Govo_;-mol;t Imployoo; Health Aaoo._ciauoa was born. Through
| this device the Ajoncy dould acquire the uimtqu of low cost group
| health and life iuurQ;co plans without rovoaung‘tho trus strength of the
Agency.
8, On 29 June 1948 GEHA was accepted as a corporation under the
‘l'un of the District of Columﬁla. "The first meeting of subscribers to

~ GEHA, was held on 15 July 1948 at which the first directors were elocted

- and who werq:

25X1 '.

- Om271J wly@ the Directors met with the newly appointed officers of the

| Corporn.ﬂon and GEHA began its operations.

SHcET o ot 0. et
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9. The first plan of insurance oﬁufcd by the Agency to lt-'omployoo-
_through the device of GEHA was the health plan ‘provioully mentioned

undot“yritten by the Mutual Benefit Health and Accident Association. Ths

-

plan was uﬁccﬂn 1 August 1948 with the udorluadiul that 100% of the
Association's members had subscribed. w’ﬂ- first month's
premiums showed tﬁnty (20) members of the Aelodtuon but after the
kinit‘u_l shock, MBHAA fell to and carried out their part of the bargain.
’ 'I;hoir rlfec had been set on'th; ;llil of about 500 members of the
_Association and it men't too long beﬁofe this numbof was reached and
by 31 Decombor 1949 the Association bad 614 "active members". Those

_ e‘:r‘plcyun carrylng GHI or GHA health plans were permitted to continue
With that cbvorege.

10. By 31 December 1950 the MBHAA plan was well established and

it ﬁl: clear that the underwritpr was making a good profit ffom the group

~ which had then increased to over 700. . Then followed the first exploration

of heo.lth plans which another company might be willing to offer to GEHA

8 B E’l‘ Gnaue 1 0
=, Exoladed fram auizmalic
s L l _ i 2nd
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group. Afut talking with several companies the conclusion was reached
that the M.BH.M plan was the best qbtdubh under the cirenx.a-mqos.
fortified by increased benefits which MBHAA offered and whlch were
;;:ccptod. By Ml D«;mbor 1951 the membership had increased to nearly

1, 00? and a year later to over 1,500. About that time soms 1, 400 gther
Agency oxﬁphyuu were continuing their health ¢overage under GHI but the
security p;fou-m sH1l remained with GHI's method of eperation. At the
same time GHI offered better coverage at less cost. Puart of the problem
was -olvai temporarily by developing "cu;- AY asd *Class B" accounts
with GHI. The Class A accounts covered thou Agency smployees who

had no cever to maintain and who could submit their claims directly to GHI.
The Chn'.l ucgnnto covered these A.cncy employees who were covert or

ovegseas a.ad for whom the Insurance Branch of the Office of Persoandl

t

processed hospital and/or surgical claims. With this mers secure arrange-

e BT

ment, several hundred persons having the MBHAA plan switched over to -

o U
i s
g e

GHI. At the sams time there was considerabls debate ou the fo&s&uity\ @q!iﬂ.s\}‘f“"v"j":.’“

o] -
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~and tdviuhmty of the Agoney. through GIHA onhuldlg ona "ulf

@W

inaurmo h.n i.e., cnt out GHI ud MBHAA and let ouplmu pay a

. .‘ ? L_\aw S'". ﬂ"’ ’-\
L prominm diroetly to GWW.,@ life insuranceplas -

11. In early 1954, when the Agency Career Service concept was being
‘studied, an In.uruco Task Ferce was appointed to onm:lu the following
_;probhm: '

' "M employee and ﬁmuy indemuity asd beneficial -
- insursnce coverage should the Agency arraange to have
‘offered in order to remddy or alleviate any possible
. existing injustice, te alleviate psrsonal and family
- concerns which dilute or distzact from attention to
mission, to demomstrate commun ity of interest, and
to promots the concept of career. '

That Tank Force produced & comprehensive report to the CIA Carser

Service Board which approved the recommended courses of action on

. : ‘ '
3 30 Jyne 1954, The action approved, in 'h_ich|

25X1

and employee benefit consultants participated, was two-fold:
a. Offer a new group term life insurance policy with

t maximum of $15, 000 principal sum and & maximum -

“SECRET
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§15, 000 for accidental death and dismemberment;

b. Offer a m.w comprehensive health insurance plan

which had been developed between the Task Force

and the Mutual Health nnuf;t and Accident Association.
The United Benefit Life Insurance Company (UBIJC) was selected as the
underwriter for the term life pelicy and staff .mﬂmol. staif agents,
contract ageats, er uuu.d civilian or military personnel wq:_'o invited

- -

to purchase begiuning lAu.ﬁt 1954, ¥Nne years later, 2,740 policies ,{3;1/-‘!,.7

i

-

et

MW# in force in a toul amount of $34, 7“; 500. 00; 'nuAlLBHAA phn of
health lnmr‘uce was greatly improved mr.th- then existing plan and

was likewise offered effective 1 Angust 1954, m::- years later, more than

25X1 were being covered under this plan. In ammouncing

»

25X1 these plans the Agency Notice [ 129 July 1954) observed:
‘*w » ? L

"b. It is the purpose of thisk Notice to describe
the available life and health insurance plans to employees

' 50 that they will haye adequate information om which to . . — T
base their decisions coucerning this lmpormt aspect of Excluder from auiomatls

SEg“L i' - ude‘rlas..lﬂva ] .
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their welfare. Ip this connection, the Agency has de-

¢ velgped these insurance programs iz order to provide
employees with bstter benefits and to avdid the follow-
ing problems:

(1) Commercial insurance companies have become
sommewhat cautious about selling insurance to Agency
smployses because of the possibility of hasardous duty.
As a result, sqme companies will insure Agency employees
only for limited amounts and usually under conditions which
preciude the payment of benefits as the result of hasards
semetimes found ix overseas areas.

(2) Because of security considerations, it is sometimes
difficult to release sufficient information to insurance com-
panies s¢ that under their policies they can appropriately
pay claims. "

AL
M 1 August 1954, the Agency's insurance progr@. available through
~ the legal entity of GlﬁA. consisted of:
--UBLIC term life insurance

--WAEPA term life insurance

& i'gm'hj 7
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--MBHAA health .i’nmico
. «~CHI haalth insurance
-=Aly Flight im {from 16 m 1’54)

zg #mwi wmm W - f:?,;,.j; 3
_ hw“dhrmmlwhmh w.hmm. Act

2

of 1954, all Agepcy employees ceuld alse purchase iow-mt term life
insurance te the nearest $1,000 of their asnsal salary.
12. From » struggling but doh:na-d start the Agency's insurance

Program develeped into a H.Abuhou‘

Whereas the Confideatial Funds
Section of the Office of the Comptrollex had W&ohﬂh&.mly
years, 'in addition hofhn duties™, ;;n 30 June 1953 romw for
administration of the m 'was :ruuhno(h the Directer of Persounel.

. A Board of Directors of GEHRA had continued through the years, to mest
the tocbnieal and lejal requireinents of the corporate eutity, The Insurance
Ty sk forco was chaired by thé Chairman of thc GIHAW. a man of

strang convictions. As Chief Massgemant Olficer of the Agency ho brought

B i |

TRRO 1
Nd

‘tomamdwmmmmmuma '
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Board as one which was later to capse nmh differences of oplnion'on
the role of the lurl vis-a-vis the role of the ngtor of Personnel.
The first official indication of this situstion appears in & cenclusion of
the Board adopted at & mesting en 21 February 1955, as followss

"5. In respect to the question considered by the Board
as to the proper sphere of the Board's interest, con-
clusion was made as follews;

8. The Board is responsible for the Agency insur-
ance program pelicy or policies. The Board is mot
coucerned with any aspect of administration in respect
to these policies in view of the fact that the Director of
Persounsl continues to assume these respounsibilities.

- The Board recognises thas the iasurance program is
basically a part of the general Agency personnel admini-
stration as such, aad hence policy decisions made by the
Board within the inserance program field must bs com-
patible with overall Agency personnel pelicy. Advice in
this connection would be secured {rom the Director of
Personnel as needful, but a resclution of any difference

, of opinion must go to the DCI or his auytherised repre-
2 “M“o n ¢

The official statement of the Director of Persounel's asthorities aad

rolmdﬂnﬂ.'l was -Wnnth sama then as it is nowm:

ni’rmu additional services of u-nnp- comcezn,
incinding xxx insurance programs fer Agency '

personnsel xex"

The .Dy-hvu of the Association

- v \‘

ra s U

il
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15. I May 1956 Grelp Hespitalization, Inc. cams up for move dis-

e--mhmrm,.nm‘m—hmmmnmw
GHI health fnsurance. This seemnd to prasest security prablems, and
anmmcmn-umm-m&hm-ummmm
the benafits being olfered by GNI were inferior n.m';vum under
the Association plan (MBHAA). The Security Adviser te.the Roard re-
ported in Juns 1956 that an iavestigation of GHI had revealed that an
nmplomdénhldh.llﬁw.‘lthimmndam
omb;uyhuwdi;ebomtnudmﬁdc‘l;%l ;
mnr-houor-umcm;Aanwmm Allsr an un-
-ucce-mx.ﬁmtonumw»nmuaummmmchu;
(e.onrt). mmmmznmdc—nnxmumuo ovdered that the QHI
plan be uum. which Action wps effected 31 Decpmber 19“. Con-

versions were mdde, without
Aungiids @il wdmszcz/ﬂ : W%‘ “A:m;:;- W’W’%
i & Fy by Sy Izt e o .

~,,..,M,M,.,Appm.vgsi‘.'-:'E;cir_aL?xgl.‘.%.a,_ 1245
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as a staff officer of the Dlrocﬁh-’ of Personnel, te prov'idolln'tur'lheo pro-

o

R I YAV JI GRS
grams for Agency personnel. (This remakx has reference to several

o ST

recorded Board discussions on ﬂu lebj;cf of hlltht-l Hife mn‘o for

1

I..'.’:

When on 28 December 1936, a person representing himself as a "Staff

Agent" but whe was actually a Out;rlct lmphyto (a Career Agoif. to be
prociu);a.ppn‘od for the A.uochthl.hunh phn he was enrolled by the

Insurance Branch. When the Proihlont was informed d'th_o_ case he wrote

a memorandum to the lou'd, hud 4‘Jum‘a.ty‘ i?!;. "l'ho Board directed

the rojocﬁon of the application and return of the proidm. Then a Board

| 'mombcr" recalled that )lodco No. |:| dated 29 Jlli 1954 was still

in effect, and this Notice - A;oni:y policy - ehu-ly stated that Comtract

Employses were oligible to subscribe. The Board promptly moved,
R S S S T
seconded and unanimously voud:

v, e

. "'nut u.. chumm\. in u- upulty u thfu w |
" Stafl, take the necessury steps to reacind Mmy Notice
j —
' SLUhET
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'18. The U-Z pilots preduced more thgn strategic iatelligance on
s gl
the Soviet Union. They were the unwitting causs of rm m
men and offices which only time cquld heal. . As an immediats after-effect
n{ the harsh dispute, the Deputy Directer (Support) attempted te define
the respective roles of the Chairman of the Board apd the INzactor of
rersonnel. The Board, at its 12 February meeting, ¥pted to imvite the
. _ ¢ |

iArector of Personnel 10 save as & ''consultant” to the Board and thers
was some discussion of appointing the Director oll’orml as a Board
member, later to be elected Chairman. (Ne-other mentien is made in
the minutes of this idea." On-18 March 1957 the Deputy Director. (Suppoxt)
addressed 2 memorandum jointly to,t,hp,a;nrm-d,tnvhnrd and the -

Director of Personnel which is quoted belows . . .. -

: ], Tu:vlucnnmndthumturdromdm
conversations which have taken place among Colenel
White. Mr. Houstom, | |

2. iihuboonugroodthlh - | 5

., f:.nm will eontinm to function in accordance with
the pressnt Certificate of Incorporstion and By-laws;

4. amendmenis to there documents will be subject to

review and approvai by the Director of Personnsel; CV;“J*‘ ‘ium e
) ElOlLJgJ o QOMativy
) ﬂ i rho and

Approved. For Rolease 2000k tiie!
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c. the Chairman of the GEHA Board will inform the .
Director of Personnsl of all contemplated actions of
the Board and the Association, will report actions

~ ... taken, will bs guided by the Dirscter of Personnel in_
all matters affecting the interests of the Agency, and
will represent Agency positions as set forth by the
Director of Personnel at Board and Association meetings;

d. Should the Board Chairman and the Director of
Peracunel ba unabls to reconcile their positions with
regard to any matter, appeal may be made to the under-
signed by one or the other or both. ™

%

At & meeting on 26 Maxch 1937, the Board had some reservations about
theé "agreement" and wanted some changes made. Ome ncm}nr remarked:

" would like to see a recognition of the fact that we ars

also operating under the corporate lawa of the District
of Columbia and we camnot surrender certain responsibilities
to the Director of Persomnel as a corporate organization.™

ﬁthdrawiﬁg his 18 March 19!;7 ﬁomorat{dum; th. Deputy Director (Suxpport)
went along with & new ni:ata,mcnt which he qdn ul‘roﬁbé’dn‘ly to the
Chairman ol the Board and the Director of anl dated 13 )u'y'l”‘?x

"l. The Government Employees Health Association is a
corporation established under the laws of the District of
. Columbia for the purpose of providing to eligible employees
of the Central Intelligence Ageucy insurance programs which -
will meet the Agency's requirements for coverage and security.
e LAV . i '

2. Ths Board of Directors of GEHA under the present
Certificate of Incorporation "shall establish policy and be re-
_sponiible for the proper administration and management of
- the affairs of the Association; and may adept such rules and
. izegulations for the conduct of its meetings and the management 1
of the Association as it may deem proper, mot incousis € mr
;,,Un-r- * dectagsfle. -

-~ Approved For Release 20 510122 CIA DD RT U0 PSUR0G0 56007 0006.8
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* with law, thess By-laws; or the operstiemal and security
requizements of the Central Intelligence Agency”. This
provisien affords the Board a dual responsibility. In ful-
fillment of this responsibility, the GEHA Neard will.ensure
that all of the Association's policies and procedures are in
the interest of the policyholders and are clsarly consistent

" with Ageney policy., To thiis end, the Board will lock te the .
Directer of Personnel for guidance as necessary em all
mattors of Association business which have pelicy impli-
catio=s for the Agency. + - - - - . T

3. The Director of Personnel will through the Chairman

keep the Beard informed of Agency policy, programs o%..
operations which have policy implications for the Association.

4. In-order that the Director of Fersonnel may. fullill his
functional responsibilities for the insurance programs for
the Agency, the Board, through its Chairman and the Annual
Assotiation's Report, will keep the Director of Personnel
informed of Association activities and requests for support.

5. Mo change will be made ix the OEHA Certificatin of -
Incorporation or the By-laws without coordimation with the
Director of Personael. -

6. It is expected that in managing the Asseciation, I.Lo Board
will continue to study opportsnities te sxtend GEHA iasurance
coversge. In addition, from timeé te time, the Directer of .
Personnel may request the Beard to maks studies of ether
insuramce programs for CIA employess.”

3t L]

}1%‘“‘ : [ T -

ayaiak.y . . ¥ | exctuded from autam~
Skuntl . e

dectioaliication

"’h‘m’w-_‘t"“ i
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19. The Deputy General Counsel vn"_-'il‘lo concerned with the way

L

things were going and comn-ul‘uon-o‘d a m:mbor of OGC to atudy the pro-

blem '*with the objective of .xhor"o ﬁroéin‘ly "d:oﬁlﬂln( the ‘substantive natare

el e

of GEHA and its function within and relativd-to the Central Intelligencs

i

Agency”. A l4-§a¢o mcinoiuudum (ﬁth 23 (tttc!imcutl)' d&tod T:October

LY

. ..

1957 resulted from & éﬁproﬁon-iﬁ':.hdi by 25X1

In commenting on the second DD/8S memerandum 'quoted ih the preceeding
paragraph, it was observed: e .

"The Board of Directors still can rejéct any application for

membership and thus can control coverage. The Board does

not ackaowledge the Director of Personnel as the Agency's

expoment of insurance policy. The Board does not use the

Agency's legal staff in the conduct of its day-to-day corporats 25X1
business, choosing rather to have a ¢ de facto house counsel.
The Board views itself as the manager of a porfion of Agenty "
personnel policy, if not the formulator of it, and as such issues
instructions to Agency administrative officials. The Board has
shown a tepdency to think in competitive texdns and otherwise
manifest a commsercial approach to the operations of GEHA.

memorandum explored many aspects of the U-2 pilot coverage

R

under UBLIC and contains the following summation:

Ca
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- "My observations of the beginnings and growth of GEHA
leads me to conclude that it was spawned by the Agency
and nurtured by it te provide empleyves with a service
they could obtain elsewhere suly‘with difficilty and to ©
Provide a benefit to kelp fill the space left when hasardous i
duty pay was rejected. GEHA is not a commercial venture;

i it is & service organization. It 5 functicn is not te "sell™ =
insurance but rather te make it available to thoss who
need it. Taken to the fimal simplificatfen the AQUATONE

- isswe_wags the result of the Boardis refusal to'insure s - =~
group of employess who sorely needed insurance, a refusal
grounded on a fear of increaming premiums of those persons
Ajready enjeying coverage. This is cassmiercial rq ng. -
But as a service organisation GEHA is ts Agency employses
much as a Goveramant is to the citisenry: there willbe .
Some which ars ceusidercd nboessary but which do ust directly
benefit svery person; nevertheleas, the cest mmst be borme
by the body politic. Im short, it is just part of the deal that

. . low-risk policyhslders to a certain sxtent fcarry" high-risk

policyholders.” . . :

T

Ons of| | | mwoimmuu-m&oﬂmq&u
GEHA was incorporated ﬂ-r a pravidon of D. c law which did not
fr

authorise it to contru;t/\nh insurance coverage for its members. This

v IR § e e :

defect was legally remediod ou 16 Septeaber 1958 whon the Board apended
#s Certificate of Incerporation which was nqu 19 Beptember 1958 with the
: |
D. C. Buperintendent of Cerporations. But the real dispute was not then
. : ." i .ot ' | . .
brought up for a re-hearing - that of the rolo‘.lj.ho Board of CIIHA should
Play in relation tothe Agency's iasurance needs, and ‘whethe? a sound o,

e T -
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- decision had been made in the manner in which
ﬂ?’ 4
.. .-be given-insurance coverage undsr the UBLIC policy.
¥ g A
v s 2
L.
. |
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20.. Ou 6 February 1958, | |-u slocted

Chairman of the Board, a post he was to hold until 30 August 1963. Be-

ginning with this meeting, the loertluxdl he Adnocuthn again l-p.- '

attending meetings of the Board, & practice which had been discosinned

by the Chairman beginning with the 12 March 1957 meeting.

having served threughout the period of dispute as a Dirdctor ¢f GEHA, was

ez
careful to ses that the Director of Personnel was included in @M discussions

involving the Agency's iusurance program. But the Board, under

|Ghurnuu-lnp seemed to coutinks te impiage, at times,

on the responsibilities of the Director of Persounel whers, for exampls,
(ss reported in the minutes of a regular mesting of the Board ¢ 28
February 1959) ke decided to himself write mm‘d_o-un requasting a
meeting -ith.& Board to discuss a special health insurance csuiract for
smployees n;rving abroad. ‘Again, as reported ia the m- of a Board

meeting on 13 ‘May 1959-it is recorded that "Finally the Besrd decided that

should visit the Home Office ia Omaha, Nebraska, and obtain

Approved For Release 2003/10/22 : CIA-RDP84-00780R00030007 0095
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Mutui.l'l.prdposed ritol for'tho follbwing two phnh %3
21. The Federal Employees Health Benefits Act of 1959 was approved
by the President on 28 September 1959 and provided that the enrollment
) . o . . oo T L ' ; -
of employees and annuitants in health benefits Plans and the withholding
o

ax;d paymot;t,pf coﬁfribult;onp would t.tkopﬁo‘ct up tho first ;q' of the ﬁrlt
pay pei'iod ;beginn!ing 6ﬁ o‘r“ dter“J uly l. 1960 'l'h:llActbrou.ht u.nde.r

U. 8. icrﬁunj the hallth p;t;eﬁ;p plu;l bcing‘v offcr'oc;-t; omployul of

the Federal dovernmp;t. Ituq lptpoﬁxod tho CMI S;fvice Comm:luiop
to contract for, or approve, one. service bepoﬁtl pi&n, one 1uden;n1ty

benefit plan, cdthprehenlive, medical nplanl, and employee organiszation

‘Plans. The Blue Cross-Blue Shield organization captured the service

benefit plan and the AETNA Life Insurance Company captured the indamni ty

benefit plan. The Commission % a host-of comprehensive medical

| plans operating fhroughoﬁf the country, (example-Group Health Association,
Inc. of the Di-triot pf Cdlunﬁhh)*tnd quite a (oi employee or;’i.xﬂution' plans,

Lot

" sy and
deslasshicatin

" the Auociation Plan of GEHA undorrr}.tTu by Mutual of Omaha bdnln. - 7-,.__.,‘ _
] homadic
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GEHA therefore serves to qualify our healtli. insurance plan under the
Act and the Civil 8ervice Comininlon exercises an overseeing role to

assure that the Association Plan is in line wlth costs and benefits being

‘4;4% ) ,;,’éay | Mx £Zeorn

extended to U. 8. Goyernment employess at large. Junt-oe-impertant-ts

the U. 8. Government contribution to the total premium required to pur-

chase the group plan, The Board puuclpud actively in qualifying the
Association Plan under the Act, and the Chairmas, in s memorandum to
the Board dated 14 09;050:,195‘) stated:

"1, A meeting will be called shortly to discuss the Board's
position concerning negotiations with the Civil Bervice
Commission on the GEHA Program. Therse is attached an
outline of factors to be considered in such negotiations.

The Board must establish its necessary requirements and
provide guidance on alternatives that may develop in the ne-
gotiations. The position of the Board should be approved '

by the Agency.

2. The Board now has the opportunity of providing Agency
employees with several plans for hospitalisation and major
medical coverage. The Board has discussed such plaus in

_the past in considerable detail and each member should be
conversant with the practical elements inwolved. The GEHA
hospitalization ﬂ_gggl_r____ggqu,g}ogﬂ_viu have & Bearing on our pro-

‘ pﬁ&}l’“f\ihéo plans. In s regard the Board members should
consider that since the Goverament is now proyiding, through
the new bill, opportunities to employsss for extensive hospital-
ization and major medical coverages, the Government is not
‘likely to extend the benefits it presently provides Fedeazal

“employees under the overseas medical behefits program."

'_—_—ew—-"'_"'— ° ]
i GRGF 1
\LLGQ\E‘T Excluded fron qutematic
é " downzrading and
‘ - geciassificalke _J}
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 The Board lwd gr§im s0 accustomed to thinking of itself as having the
primiry rQiﬁoﬁdﬁtutf for providing an imsurance progn.m' for the
Agency that it sometimes overlooked, consciously or unconsciously,

the fact that t];é'DlroctOr of Personnel was the Agency officer charged

| o

officially vdt.h th‘t‘;lk. As a further illustration: During th. first eleven
months of th!l first cd‘ntrui yn.r .f'or.l;lotlth lnuruco‘ under the Federal
- Employees l:!f&lth Pensefits ».\.ct ot 1959,‘ Mutusal t.;I Onuha. fougd tha!.
-premiums, v;qre iudoquu to‘covo:r o;:pcl;lol |being incurred. The

Civil servi;:_;,;Commil nic;n ajrud thtt n increasse in pr@um ‘utu was
' necessary und warranted. But it vrl.l the Chairman of tlu unu Board
who recom;ﬁiidod DDCI lpprovﬂ of the r;tq change, not the Director of
. Po’flonno'l.:ﬁ' Tru. the Dlr-o‘;:tOr o:!. Porlouul. the General Counsel, and

the Depﬁt‘y“mroct_‘or. (Swpport) concurred, but handling the matter in this

fashion further empha.-.hod the existing duality of respousibility.

’ . wr T |
Co ) ‘H‘T . _ : amud 4 fom & mmmr\

‘ w tu.\i\a
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. - 4,0:/0/
22. 'On 16 March 1962 by the Agency - oup

ferm life ingurance pipn for 'certain cemtract personnel™. - The Agency
determined that:

wi, EHgibilty . '

a. Contraet employees and contract agents working
- ona full-thme basis who have not reached their 60th birth-
day are eligible for this insurance. Participation is
g:e:norllly linit.d hmv.r, to the Iolhvln(x

(1) Full-time courut semployees vho are U. B.
cvitizens or resident aliens and whose employment
alationship is comparable to that of appointed em-:
plovees;

{2) Career agents who are U, B, citisens or
rasident aliens and whose operational relationship
with the Agency as well as their cover and security

; will logically permit the npplicuion of the insurance. ™
S Wil e T peiices

In. ‘-Jl}%rﬁ Ay

Dec:Kgoner delegated to the GEHA Board of Directors tha authority to
psss upon acceptance eroﬁul under this plan.: The Notice also
contains the followiny;:

""The agreement with the nderwriter stipulates that the
Insured persons will be "standard risks" whose assigmed
‘duties are mot significantly more hasardous tham those of
steff personnel. Questions as to eligibility in individual
csses should be referred to the Insurance Braach. ™

Sunel
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25X1

25X1

‘the action taken by the Chairman of the GEHA Board asked 'Is not this

e

- g At //’
" properly a determination for the Ago.ncy to make?" Our review leads us

?

A to the conclusion that the Notiéo (lincc expired) announcing the ¢ availability

of the insurance plan was défecﬁn in one or more imporun't respects and z

that in future, greiior cﬁo must be given to specifying respective re-

(M

sponsibilities in announcements d!octin;‘ the insurance program. Not only

'must the Board's responsibility be more precisely defined but thers must

v .

be present the 6pp_6rtnt_11ty for the Agency to meld its operational requirs-

ments intd its insurance structure with due regard for the interests of employess
. i
at large.

: _ LA ,
25X1 23. Referring again to momorandum,’dw"ob-erved that

. the contract for the plan of 1p_lﬁr£nce for contract personnel did not include

TR 1

[T I
iR

Caieed
BAhaatp -
- 2l

- ‘any reference to what would be a "standard risk', and that the carrier has g
ATAET S :

el o |
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the right to.change the premium rates on a monthly basis if the claims

rxperience was unfavorable., N

How the "standard.risk'" concept came into existence, with respect

to this contract is lost in a miasmal mist, and ana obsearved,

the concept is nebulous at best. We suggest that even:after 15 years of
experience with an Agency insurance program an attempt at definition
would produce as many-variations as thare are draftsmen. We favor an
approach' which retains the lelan.x.ent of complete flexibility to enable men
of good will to assess all known facts and to then decide whether op;ara..ﬁ.onal,
Or necessary

security, or pé;\lona.l considerations make it desirable/to cover one person
or a group of persons with inilhble“lnmrmc@. 3 o

The second point, that of monthly premium charges, is more easBy
dilpe’ued ot;. In discussion with the underwriter, we were informed that
the Conlapa.ny'!. right to change promium rates as lt&te@ in the contract

»

"On the first policy anniversary and upon esach premium due date thereafter,

'

“*41 jg standard terminology and refers to the possibility of an annu{

SebnEl
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chawge, ‘nq.t:a monfhlz ch_“go. . This polic"y. unlike the first UBLIC policy,
is a pro-printed form with bh.nkl which l.re filled in when t.ho.upolicy is

issued. . Unlqu,_wq wigh ta ask for a complete rewrite in manuscript form,

we see no objection o the present form, -

P | I
el et Excluded fron aster
q}iﬂﬁeaﬂ- L
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25X | 24. | — |ha.i doubts about the legal effect of a letter dated

November 15, 1956 addreased to GEHA by Mr. Joseph K. Jenes, General
| Agent of UBLIC which is quoted below: ' A S i)

"To eliminate any doubt in'yﬁuf minds 6r ours ‘rd;ir‘ding
the underwriting of your group, we would like to again
state our position,

1. Our agreement was entered into with the definite
understanding that we were to cover normal hasards of
the Intblligence business, accepting an occasional hazardous
risk by a full-time employee, and an operator entering into
this extra-hazardous lituatlon only on a very occanional ,
basis.

2. It was further understond that we were not to cover
extra-hazardous operations on a continuing basis. (It would
be well to note Provision No. 3 in the Bupplementary Pro-
visions on the Master Contract.) _

3. A letter sent from me in 1954 stated that the company

.+ - must rely wholly and complotoly upon the intogrity of the men
* : ad.minhtering this case.

. 4. These conversations were held with our First Vice
President, Mr. Gale E. Davis, and Mr, A. W. Randall,

. Chief of Group Operationl. myself, and your representatives.
We very definitely ox¢luded any jet operationl or extra-
hazardous flights.

We' hope that the views expruud tbove coincido wlth your

. - undqrtunding ",
¥

iR GRIP 1 ,
Stgﬁ N\EI Exchded from avt-mat
’ ' ' dovingra i

declasshilvial
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We share doubts. .The UBLIC contract contains no ex-

‘clusions of this nature. But a “good faith’. arrangement betwsen the

Ageuncy and Mutual of Omaha has existed for many ysars and there can be

no questisn whatever that there has been & conscious attempt on both .sides

- to deal candidly and fairly with sach other. Mutual o_f‘,Onllu. stepped

forward in 1948 to offer us & health insurance plan to be administered on
our terms - something no other company was willing to do.. Over the years
we have expanded our dealings to include many other forms of desirable

insurance. We bhave not, therefore, "dealtk at arm's length". Bo, whils

the Nogombor 15, 1956 letter may have absdlutely no legal effect on us,

" it does have a moral effect. Hbow then, do we dispose of it? The anawer,

we believe, ia to be found in the fakt that since 1956 we have continued our

close association with the company and through their cleared representatives,

Meéssrs. Jones and Randall, we have tried to implant the tacit acceptance

of our unique and unusual.occupations. l‘or'.ximph. in ‘recent dealings

h thess two me: ' ' i
with these two men, the Pnlidogt“ gf GEHA has emphasised that the Algwncy

Approved For Release 2&@?5&1 CIA-RDP84- 00780R000300070009-5
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views the UBLIC contract as one in which we can new cé_tor any risk we

{eel should be cavered. This leaves to the &onc.y'_l digc_rotioh._wl;o;her

UBLIC should pay far a given death or doaﬂu- or 'hptlwt the Agency, with

due regard for the interests of all ojher UBLIlC policyhelders should share

" in the payment of death claims. Referring to 6u;' earlier visws on a

definition of ""standard risk", we would have the same reseryations on

trying effectively to define 'hasardous'''extra-hasardous'' "super-hazardous",

stxk and the like. The.degree of risk to which a person is exposed has to

be purely and simply that which the Agency, in its best judgment, feels is

N ' - vts
warranted under the circumstances. Gtk ace; K el Lo acsis’ AEYOST

e e 1P5E _nrZEe,

25. Events have overtaken commants respecting the _

adequacy of the present UBLIC term policy. A study h.ll‘lh.‘n'o.t been
complit_ed by the Insyrance Branch, working with the underwriter, to re-
vise and ‘up,dlatq this valuable policy; In the study, an effort has also been

L1

made to compare the UBLIC pdlicy with what other suitable companies

are vdmngto offer. The results of this study will come forward in due time.

SERET |
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25X1 26. questions whather th_c.nn;dorwritai should have the

right of inspection of Agency insurance _rocgiﬁl and the right'. to. medical

it oppolhigesy)
examination and an_tgply.‘ The UBLIC poliqy,(mhu ng right of mlpcction '

’*u -‘.: -l 1~—_

of Mency records but.the contract gmphjpo- );oucy does, N

(

e uk//r

WD 7. r:g:: to medical examination and |\

autop-‘y,.'h not 'quc,c‘ﬁmblo, The right of medical examination mld.
arise during pendancy of a claim. ,In'oitho_r.ca_u the. good faith relationship /
would be cal '
led into play if opsrational or security sonsiderations dictated.
27. The first UBLIC contract govering staff types was issued to

"GEHA", The second UBLIC contract, covering centract types, was issued.

25X1 , to GEHA Contrapt Employees. has a good point with respect

to the h;tqr,:;nco in fact, it is the spme "GEHA" which is the policyholder

This should be qorrqch@_m

28. The concluaion of ;h- Office of General Couunsgl as to whether

AYES e - ‘ gRow |
X GHEHA should be re-incoperated in Virginia is ~—— ? m

X NG
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29. In addition to the desirable corrective actions already discussed
~in this report, there are others huving\broa.dor implications which should
" also be considered. They are:

a. Amendment of GEHA By-laws,

(1) Article II - Qualifications for Membezship.

o

Present:

"Section |. The membership shall generally be
limited to Staff Employees, Staff Agents and \
Civilian and Military details to the Central Intelli-
gence Agency. . However, upon the specific approval
of the Board of Directors, certain Comtract Employees
may also be eligible for QEHA mombcnhlp "

"Section 2. Any person who is eligible for mombcrlhip
‘must make application therefor in writing. The Board
of Directors, or their duly authorized representatives,
must accept or reject any such application, and such

~ action thereon shall be final. Retention of membership
shall be at the dllcntion of the lurd of Directors. "

Prmnd- e

- "Section 1. Membership in the Apsociation shall be as
~ determined by the Central Intelligence Agency. "

"Section 2. Any person declarsd elgible {or member-
ship must make application therefor in writiag, to the
President of the A.uochuon, or his designesy, Member-
ship shall omtimu }opg as the person is authorised by

" te uubscribo to ﬁ -mruco ﬂﬂ“’}‘
o. "

Qa ET
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(2) Artigle YV, Section 7 - loard of Directors.

Present: . S o o
nSection 7. The Board of Directors shall establish .
policy and be respousible for the proper admini-
stratiom and mansgement of the fifairs of'the
Association; and may adopt such rules and regulations
for the conduct of its meetings and the management
of the Association as it may deem proper, not incon-
sistent with law, these By-laws, or the oparational
and security requirements of the Central Intelligence

© Agemcy." ' C ~

Froposeds :

nSection 7. The Board of Directors ahall be respom-
sibie for providing the Director of Perscnnel of the
Central Intsligence Agency with advice and guidance

on the suitability and acceptability of plans of insurance
developed to satisfy the Agency's specific needs; and
may adopt such rules and regulations for the comduct of
its meetings and the management of the Assaciation a»

it may deem proper, not incemsistent with law, these
By-laws, or policy and operational and security require-.
ments of the Centaal Intelligence Agency. "

i

S

RN LT
U ot §
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