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GROUP LIFE INSURANCE FOR PUBLIC SAFETY
R OFFICERS

WEDNESDAY, AUGUST 16, 1978

House oF REPRESENTATIVES,
SuBCOMMITTEE ON IMMIGRATION,
CITIZENSHIP, AND INTERNATIONAL LaAw,
' oF THE COMMITTEE ON THE JUDICIARY,
Washmgton, D.C.

The subcommittee met pursuant to notice at 9:30 a.m., in room 2226,
Rayburn House Oftice Building, the Hon. Joshua Dllbelo (chau‘ma,n
of the subcommittee) presiding,

Present : Representatives Eilberg, Hall, and Fish. '

" Also present: Garner J. Cline and Arthur P, Endres, Jr., counsel;
Mark R. Zecca, assistant counsel; and Me\andel B. Com\, associaté
counsel,

Mr. ExLeerc. The subcommittee will come to ordel

Today the subcommiittee will hear testimony on H.R. 6845, which I
- have mtroduced and S. 262, which has passed the Senate. Those pro-

posals provide for Federal part1c1patlon in'a group life insurance pro-
gram for public safety oﬂ‘icels
[The bills follow:]

(1)




957 CONGRESS :
2 H, R. 6845
° o ,

IN THE HOUSE OF REPRESENTATIVES

May 3,1077

Mr. EILBERG’(fO[‘ himself; Mr, N1x, Mr, Micraet O, Myers, Mr. Leperer, Mr,
Bexaasmin, Mr. Bropusan, Mr. Carney, Mr. Epcar, Mr. HaNNArorp, Mr.

Harrinatox, Mr. Kostarayer,-Mrs, Lroyp of Tennessee, Mr. MoAKLEY,
Mr. Noran, Mr. Rivaroo, Mr. Rog; Mr. Trisue, Mr. VexTo, Mr. Cragrues
WiLson of Texas, and Mr. Worrr) introduced the following bill; which

. was referred tothe Committec on the Judiciary

A BILL

To amend the Omnibus Crime Control and Safe Streets Act of

1
2
3
4
5
6
7
8

1968, as amended, to authorize group life insurance pro-
grams for public safety officers and to assist State and
local governments to provide such insurance, and for other
purposes. ' '

B‘e it enacted by the Senate and House of Representc
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Public Safety Officers’
Group Life Insurance "Act of 1977”7,

SecrioN 1. It ié the declared purpose of Congress in

this Act to promotc the public welfare by establishing a

means of meeting the financial needs of public safety officers

or their surviving dependents through group life, accidental
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death, and dismemberment insurance, and to assist State

and local governments to provide such insurance.

INSURANCE PROGRA]\I AUTHORIZED

Sgo. 2. Title T of the Omnibus Crime Control'and Safe

Streets Act of 1968, as amended, is amended by ddding at

the end the following new part:

“PART K—PuBLio Sarpry Orriors’ Grour Lirs
INSURANCE
“DEFINITIONS
“Suc. 800. For the purposes of this part—

“(1) “child’ meons any nataral, adopted, illegiti-
mate or posthumous child, or stepehild;

“(2) ‘month’ means a month that runs from a given
day in one month to a day of the corresponding number
in the next or specified succeeding months, except when
the last month has not so many days, in which event it
expires ¢: the last day of the month; and

“(3) ‘public safety officer’ means a person serving
a Jinblic agency in an official capacity, with';n' without
compcnsaﬁon, in—

“(A) the enforcement of the crimimﬁ\ laws, in-

‘ clud'mg highway partol, |
“(B) a correctiona’l l;ﬁzjgi;ﬁtionl or parole pro-
granyx,‘ faéility, or institution ’/\it?“h"ére the activity is

potentially - dangerous because of contact with
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*eriminal suspects, defendants, prisonérs, probation-
ers, or parolecs,

“(0) a cowrt having criminal or juvenile delin- -
quent jurisdiction where the activity is potentially
dangerous because of contact with criminal suspeets,
defendants, prisoners, probationers, or parolees, or

“(n) ﬁrcﬁghting,~inclmﬁng‘ oflicially recog-
nized or designated and legally organized volun-
teer firefighting, but does not include any person

cligible to participate in the insurance program
established by chapter 87 of title 5 of the United
States Code, or any person participating i the
program established by subchapter TIT of chapter

19 of title 98 of the United States Code;
“(4) ‘public agency’ means any State of ‘the
United States, the District of Ool’m‘nbin,, the Common-
wealth of Pucrto Rico, and any territory or possession

of the United States or any unit of local government,

‘combhination of such States, or units, or any department,

agency or instrumentality of any of the foregoing.

“Subpart 1—Nationwide Program of Ciroup Life
- Insurance for Public Safety Officers
“ELIGIBLRE INSURANCE COMPANIES

“Sec. 801. (a) The Administration is authorized,

25 without regard to scction 3709 of the Revised Statutes, as



O

A

amended (41 U.8.C. 5), to purchase from one or more
life insurance companies a policy or policies of group life
insurance to provide the benefits in this subpart. Hach
such life insurance company must (1) be licensed to issue
life, accidental death, and dismemberment insurance in each
of the fifty States of the United States and the District of
Columbia, and (2) as of the most recent December 31 for
whichinfomjni\»tion, is available to the Administration, have
in effect at least 1 per centum of the total amount of group
lifc insurance companics have in effect in the United States.

“(b) Any life insurance company issting such a policy
shall establish an administrative office at a place and wnder
a name designated by the Administration.

“(c) The Administration may at any time discontinue
any policy which it has purchased from any insurance com-
pany under this subpart.

“le.EleURANoﬁ

“Src. 802. () The Administration shall arrange with
each life insnrance company issning a policy under this sul-
part for the i'cinsumnce, under conditions approved by the
- Administration, of portions of the total mhount of insnranee
under the policy, determined under this section, with other
life ingurance companies which clect to participate in the

reinsurance, .

“(b) The Administration shall" determine for and in

=BT Qg - i
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advance of 5 policy year which companies are eligible to

participate as reinsurers and the amount of insurance under

a policy which is to be allocated to the issuing company and
to reinsurers. The Administration shall make this determina-
tion at least every three years and when & participating com-
pany withdraws.

“(c) The Administration shall establish a formula under
which the ’amount of insurance rétnined by an issuing com-
pany after ceding reinsurance, and the amount of reinsurance
ceded to each reinsurer, is in‘proportion to the total amount
of each company’s group life insurance, excluding insurance
purchased under this subpart, in force in the United States
on the determination date, which is the most recent Decem-
ber 81 for which information is available to the Administra-
tion, In determiniﬁg the proportions, the portion of a com-
pany’s group life insurance in force on the determination
date in excess of $100,000,000 shall be reduced hy—

“(1) 25 per centum of the first $100,000,000 of
the cxcess;

“(2) 50 per centum of the second $100,000,000 of
the eyxcess;

“(8) 75 per centum of the third $100,000,000 of
the excess; a‘nd' |

““(4) 95 per centum of the remaining excess.

However, the amount retained by or ceded to a company
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6
may not excced 25 per centum of the amount of the com-
pany’s total life insurance in force in the United States on
the determination dat;:.

“(d) The Administration may modify the computations
under this section as necessary to carry out the intent of this
section.

“PEKSONS iNSURED; AMOUNT :

“Sro. 803. (a) Any policy of insurance purchased by
the Administration under this subpart shall automatically
insure any public safety officer of a State or unit of general
local government which has (1) applied to the Administra-
tion for participation in the insurance program under this
subpart, and (2) agreed to deduct from such officer’s pay
the amount of such officer’s contribution, if any, and forward
such amount to the Administration ;)r such other agency or
office as is designated by the Administration as the collection
agency or office for such contributions. The insurance pro-
vided under this subpart shall take effect from the first day
agreed upon by the Administration and tho responsible offi-
cials of the State orwl;nit of generzﬂ local government, making

application for participation in the program as to public

5 safety “officers then on the payroll, and as to public safety

officers thereafter entering on duty from the first day of such

duty. The insurance provided by this subpart shall so msure‘

all such public safety officers unless any such officer elects in

“
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writing not to be insured under this subpart. If any such
officer elects not to be insured under this subpart he may
thereafter, if eligible, be insured under this subpart upon
written application, proof of good health, and compliance
with such other terms and conditions as may be prescribed
by the Administration.

“(b) A public safety officer eligible for insurance under
this subpart is entitled to be insured for an amount of group
life insurance, plus an equal amount of group accidental d&fth
and dismemberment insurancéé, in accordance with the fol-

lowing schedule:

The amount of group
1 snnual pay ls~ nsurasice is—

Ace!dental
But not death and
greater dismember-
Giroater than-— than-— Life ment
. $8, 000 $10,000 . $10,000
- 0,000 11,000 11,000
9. 10,000 12, 000 12, 000
10,000, 11,000 18,000 13, 000
11,000, 12,000 14,000 14,000
12 13, 000 15, 000 15,000
13 14,000 16,000 16, 000
14000 - 15,000 17,000 17,000
15000 18, 000 18, 000 18, 000
16,000, . 17,000 19, 000 10, 000
174 18,000 20, 000 20, 000
18,000 - 19, 000 21,000 21,000
10,000 20, 000 22,000 22,000
20,000, 21,000 23,000 23,000
21,000, . 22,000 24,000 24,000
29000, 23,000 25,000 25, 000
3,000, 24,000 26,000 28, 000
2000, 25,000 27,000 , 000
25,000, 26, 000 28,000 28,000
26,000 27,000 29, 000 29, 000
7,000, 28,000 30,000 30,000
218,000, 29,000 31,000 31, 000
" §:2,000. 82,000 000

The amount of such insurance shall automatically increase at
any time the amount of increase in the annuai basic rate of
pay places any such officer in a new pay bracket of the
schedule and any necessary adjustment is made in his con-

tribution to the total premium, )
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“(c) Subject to conditions and limitations approved by

the Aldministration which shall be included in any policy

pm-clmvscd by it, the group accidental death and dismember-

ment insurance shall provide for the following payments:

“Loss Awmount payable

TFor 10ss of life.coiomocincnnaan Full amount shown in the sched-
ule in subsection (b) of this sec-

tion, «
Loss of one hand or of one foot or One-half of the amount sliown in
loss of sight of onc cye. the schedule in subsection (b) of

) this section.

Loss of two or more such members....  Thill pimount shown in the schedule

in subsection (b) of this section.
The aggregate amount of group accidental death and dis-
memberment insurance that may be paid in the case of any
insured as the result of any one accident may not exceed the
amount shown in the schedule in subgection (b) of this
section.
“(d) Any policy purchased under this subpart may
provide for adjustments to prevent duplication of payments
under any program of Federal gratuities for killed or injuréil

public safety officers.

“(e) Group life insurance shall includo, provisions ap-

proved by the Administration for continuance of such lif¢

insnrance without, requirement of contribution payment dur-

ing a period of disability of a public safety officer covered for
such life insurance.
“(fj The Administration shall prescribe-regulations

providing for the conversion of other than annual rates of
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pay to annual rates of pay and shall specify the types of’
pay included ink annual pay.
“IERMINATION OF COVERAGE

“Sec. 804. Bach policy purchased under this subpart
shall contain a provi‘sion, in terms approved by the Admin-
istration, to the effect that any insurance thereunder on. any
p;blic safety officer shall cease two months after (1) his
separation or 're‘lease from duty as such an officer or (2)
discontinusnce of his pay as such an officer, whichever is

earlier: Provided, however, That coverage shall be continued

during periods of leave or limited disciplinary suspension if

" such an officer authorizes or otherwise agrees to make or

continue to make any required contribution for the insur-
ance provided by this subpart. |
. “CONVERSION
“SEC. 805. Bach policy purchased under this subpart
shall contain & provision, in terms approved by the Admin-
istration, for the conversion of the group life finsurant_:e por-

tion of the policy to an ind&idual policy of life insurance

~effective the day following the{{ date such insuranc,e would

. cease as provided in section 804 of this subpart. During the

period such insurance is in force, the insured, upon request to
the Administration, shall be furnished a list of life insurance

companies participating in the program established under

this subpart and upon written application (with such period)
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to the participating company sclected by the insured and |
payment of the required prcmiums, the insured shall b(,
granted ]ffe insurance without a medical examination on a
permahent‘playn then currently written by such comkps)m'y‘v
which does not 1)f6vide for the pd)‘fment: of any sum less”

than the face value thcreof. In addition td the life insurance

_companies participating in the program cstablished uader

this subpart, such list shall include additional life insurance

‘companiés (not so participating) which meet ‘qua.lifying

criteria, terms, and conditions, established by the Adminis-
tration and agrée to sell insurance to any eligible insured in
accordance with the provisions of this section.
“WITHHOLDING OF PREMIUMS FROM PAY

“SEC. 806. During any period in which a public safety
officer is insured under a policy of insuraﬁce purchased by
thé, Administration under this subpart, his employer. shall
withhold each pay period from his basic or other pay ﬁntil
separation or release frdm“’duty as o public safety officer an

amount determined by the Administration to be such officer’s

share of the cost of his group life insurance and dccident&l

deéth and,‘dismember,ment insurance. Aliy' such amount not
withheld from the basic or othefpay of such officer insured

under this subpart while on duty as a public safety Qﬁicér,

if not otherwise 'puid,’s'hall' be deducted from the proceeds of

any insurance thereaftcr payable. The initial amount deter-
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mined by the Administration to lie charged any public safety

officer for each unit of insurance under this subpart may be

“continued from year to year, except that the Administration

may redetermine such amount from time to time in accord-
ance with cxperience. ;
“SHARING OF COST OF INSURANCE
“SEc. 807. For each month any public safety ofﬁcer is

insured under this subpart, the Administration. sha]f"bf“‘j
not more than one-third of the cost of insurance for su\élll'
oﬁicer or such lesser amount as may {rom time to time be

determined by the Admlmstmtlon to be a practlcable and

equitable obligation of the Umted States in assisting the

States and‘ units of general local government in recruiting

and retaining their public safety officers.

;‘INVESTMENTS AND EXPENSES
“Sec. 808. (a) The amounts withheld from the basic or

other pay of public safety officers as cbntributions to premi-

ums for insurance under section 806 of this subpart, any sunis :
contributed by the Administration under section 807 of this
subpart, and any sums contributed for insurance under this
subpart by States dnd units of general local government under
section 15 of this part, together with the ipcomé derived
from any dividends or premium rate readjustl‘nenb from in-
surers, ‘shall be depositgd' to the credit (‘)f> a reVOliring fund

established by section 17 of this part. All premium pay¢ .
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1 ments on any insurance policy or: policies purchased under

| 3

this subpart and the administrative costs to the Administration
of the insurance program established by this subpart shall

De paid from the revolving fund by the Administration.

o e

“(b) The Administration is authorized to set aside out

<

of the revolving fund such amounts as may be required to -
meet the administrative costs to the Administration of the:

program and all eurrent premium payments on any policy

© o =3

purchased under this subpdrt. The Secretary of the Treasury
10 is authorized to invest in and to sell and retire special interest-
11 beai‘ing obligations of the United Smtes for the account of the
12 revolving fund. -Such obligations issued for this puﬁ)osc :
13 shall have matwrities fixed with due regard for the nceds of
J1~1 the fund and shall bear interest at 2 ’ratc equal to the averagé
15 market yicld (’compntcd by the Seeretary of the Treasury on
116 the basis of market quotations as of the end of the calendar ’.
17 ‘month next preceding the date of isksue) on all marketable
18 interest-bearing obligations of the United States then forming
19 a part of the publi‘c debt which are not dae ‘or callable imﬁl
20 after the expiration of four years from‘the‘ end of such cal-
21 endar 1110nﬂ1; except that where such ﬁvérage market yield is ;
92 1ot a multiplé of one-cighth of 1 per centum, the rate of
23 interest of such obligation shall be the multiple of onle-eighﬁli
ag of 1 per ccx1ﬁ1m nearest market yicl'd. The interest ‘on and

25 the proceeds from the sale of these obligations, and the

36-241 0 =179 -3
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income derived from dividends or premium rate adjustments

from insurers, shall become a part of the revolving fund.

“BENEFICIARIES; PAYMENT OF INSURANCE

“Skc. 809. (a) Any amount of insurance in force under

this subpart on any public safety officer or former public
safety officer on the date of his death shall be paid, upon the
es‘tabl‘ishment of a wﬂid claim - therefor, to the person or
persons surviving at the date of his death, in the following

order of precedence:

“(1) to the beneficiary or beneficiaries as the publi§
safety officer or former public safety officer may have

designated by a writing received in his employer’s office

prior to his death;

“(2) if there is no such beneficiary, to the surviving
spouse of such officer or former officer;

“(8) if none of the above, to the child or children
of :Shch officer of former officer and to the descendants of
deccased children by representation in equa’ .;,Qares ;

“(4) if none of the above, to the parent or parents

of such officer or former officer, in equal shares; or

“(5) if none of the above, to the duly appointed
executor or administrator of the estate of such officer or

former officer.

94 Providd, however, That if a claim has not been made by

25 & person under this section within the period set forth in sub-
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section (h) of this section, the amount payable shall escheat

to the credit of the revolving fund established by section 17

of this part.
“(b) A claim for payment shall be made by a person

entitled under the order of precedence set forth in subsection

(a) of this section within two years from the date of death
of a public safety officer or former public safety officer.

“(c) The public safety officer may elect settlement of

“insurance under this subpart either in a lump sum or in

thirty-six equal xhonth]y installments. If no such clection is
made by such officer, the beneﬁciary or other person en-
titled to payment under this section may elect settlement
either in a lump sum or in thirty-six equal monthly insmll;
ments, If any such officer has elected settlement in a lump
sum, the beneficiary or other person entitled to payment
under this section may clect settlement in thirty-six equal
monthly installments.

“BASIC TABLES OF PREMIUMS; READJUSTMENTS OF RATES

“Spo. 810. (a) Each policy or ‘policies purchased

~under this subpart shall include for the first policy year a

schedule of basic premium rates by age which the Admin-
istration shall have determined on a basis consistent with thé
lowest schedule of basic premium rates generally charged for
new group life insurance policies issued to large employers,

taking into account expense and risk charges and other rates
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based on the special characteristics of the group. The sched-
ule of basic premium rates by age shall be‘apﬁylied, except as
otherwise provided in this section, to the distribution by age
of the amount of group life insurance and group accidental
death and dismemberment insurance under the policy at its
date of issue to determine an a,veragé basic premium per
$1,000 of insurance, taking into account all savings based on
the size of the group established by this subpart. Each policy
so purchased shall also include provisions whereby the basic
rates of premium determined for the first policy year shall be
continued for subsequent poliéy years; except that they may
be readjusted for any subsequent year, based on the experi-
ence under the Policy, such readjustment to be made by the’
insurance company issuing the policy on a basis determined
by the Administration in advance of such year to be con-
sistent with the general practice of life insurance companies
under policies of group life jnsurancé and group accidental
death and dismemberment insurance issued to -large
employers, |

“(b) Eacix policy so purchased shall include a provision |
that, in the event the Administration determines that ascer-
taining the actual age distribution of the amounts of group
life insurance in foyrce‘ at the date of issue of the policy or at
the end of the first or any subsequent year 6f insurahce

thereunder would not be possible except at a disproportion-
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ately high expense, the Administration may approve “the

determination of a tentative average group life_premium, for

the first of any subsequent policy year, in IieuA of using the

actual age distribution. Such tentative average premium rate

“may be increased by the Administration during any policy -

year upon a showing by the insurance company issuing the

policy that the assumptions made in determining the tentative
average premium rate for that policy year were incorrect.
“(e) Each policy so purchased shall contain a provision

stipulating' the maximum expense and risk charges for the

first policykyear‘, which charges shall have been determined

by the Administration on a basis consistent with the general

- level of such charges made by life insurance companies under

policies of group life insurance and group accidental death
and dismemberment insurance issued to large employers, tak-
ing into consideration peculiar characteristics of the group.

Such maximum charges shall be continued from year to year,

except that the Administration may redetermine such maxi- »
mum charges for any year either by agreement with the

insurance company or companies issuing the policy or upon

written notice given byk the Administration to such companies

at least one year in advance of the beginning of the year for

which such redetermined maximum charges will be effective.

“(d) Bach such policy shall provide for an accounting

to the Administration not later -than 'nihetyr days after the
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end of each policy year, which shall set forth, in a fbl‘ﬂ)
approved by the Administration, v(‘jl.) the amounts of pre-
miums actually accrued under the poliey from its date of
issue to the end of such policy year, (2) the total of all
nﬂortnlity, dismemberment, and other claim charges incurred

for that peried, and (3) the amounts of the insurers’ ex-

- pense and risk charge for that period. Any excess of item

(1) over the sum of items (2) and (3) yslmll be hield by the
insurance -company issuing the policy as a special contin-
geney reserve to be used by such insurance company for
charges under suC'bjsjfkﬂicy only, such reserve to bear interest
at a rate to be determitied in advanee of each policy year hy
the vinsurnn(lze company issuing the policy, which rate shall be
apfroved by the Administration as being consistent with the
rates generally used by such compahy or companies for sim-
ilar funds held under other group life insum’nce policies. If
and when the Administration determines that such special
contingency reserve has attained an amount estimated by the
;
Administration to make satisfactory provision for adverse
fluctuations in future charges under the policy, ay further.
excess shall be deposited to the eredit of the revolving fund
established under this subpart. If and when such policy is

discontinued, and if, after all charges have heen made, there

~ is any positive balance remaining in such special contingency

reserve, such balance shall be deposited to the credit of the
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revolving fund, subject to the right of the insurance company

Jissuing the policy 'to make such deposit in equal monthly

instalhnents over a period of not more than two years.
| “BENEFIT CERTIFICATES
~ “Sgc. 811. The Administration shall arrange to have
each public safety officer insured under a policy pljrchased
under this subpart receive a certificate setting forth the benc-
fits to which such oﬁicer 18 entitled thereunder, to whom such
benefit shall be payable, to whom claims should be submitted,
and summarizing the provisions of the policy principally
affecting the officer. Such certificate shall be in lieu of the
certificate whiéh the insurance company would otherwise be
required to issue.
“Subpart 2—Assistance to States and Localities for Public
Safety Officer’s Group Life Insurance Programs

“Sgc. 812. (a) Any State or unit of general local gov-
ernment having an existing progm.fn of group life insurance
for, or including as eligible, public safety officers during the
first year after the effeétive date of this part, which desires to
receive assistance under the provisions of this subpart shall—
“(1) inform the public safety officers of the benefits
and allocatfon of premiﬁm (;(;sts under both the Federal
| “program established by subpart 1 of this part and the
cxisting State or unit of general local government

program;
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“(2) hold a referendum of the eligible public safety
officers of the State or unit of general local govqrnment

to determine whether such officers want to continue in

the sxisting group life insurance program or apply for

~ inclusion in the Federal program under the provisions
of subpart 1 of this part; and |
“(8) recognize the results of the referendum as
finally binding on the State or unit of general local gov-
ernment for the purposes of this part.

“(b) Upon an aflirmative vote of a majority of such
officers to continue in such State or unit of general local
government program, a State or unit of géneral local govern-
ment may apply for assistance for such program of group
life insurance and the Adn{linistmtion shall provide assistance
in accordance with this subpart

“(c) State and unit of general local government pro-
grams eligible for assistance under this subpart shall receive
assistance on the same basis as if the officer were enrolled
under subpart 1 of this part, subject to propuitionate reduc-
tion if—

“(1) the progrmn offers a lesser amount of coverage

than is available under subpart 1 of this part, in which

case assistance shall be available only to the extent of .. . .

coverage actually afforded;

~“(2) the program offers a greater amount of cover-
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age than is available under subpart 1 of this part, in
~ which case assi‘stxince shall be a«\;ailable only for the
amount of coverage ;nﬂox"ded under subpart 1. of this
part; k k ‘
‘““(3) the cost per unit of insurance is greater than
for the program under subpart 1 of ;tﬁis part, in-which
case assistance shall be available only at the rate per
unit of insurance provided under subpart 1 of this part;
or
““(4) the amount of assistance would otherwise he
a larger fraction of the total cost of the State or unit
of general local government program than is gi‘ahtdd
under subpart 1 of this part, in which case assistance
shall not exceed the fraction of total cost available under
subpart 1 of this part.
“id) Assistance under this subpart shall b(; used to
reduce proportionately the contributions paid by the State or
unit of gencmlvlgcal government and by the appropriaite pub- |

lic safety officers to the total premium under such program:

Provided, however, That the State or unit of general local

government and the insured public safety officers may by
agreement change the contributions to premium costs paidk by .
each, but not so that such officers must pay n higher frac-
tion of the total premium than before thé granting of assist-

ance,

36241 O - 70«4
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“Subpart 3—General Provisions
‘“UTILIZATION OF OTHER AGENCIES

“Sko. 813. In administe{:{ng the provisions of this part,
the Administration is authorized to utilize the services and
facilities of any agency of the Federal Government or a State
61‘ unit of gencf’al local government or a company from which
insurance is purchased under this part, in accordance with
appropriate agreements, and to pay for such services either
in advance or by way of reimbursement, as may he agreed
upon.

““ADVISORY COUNCIL ON PUBLIC SAFETY OFFIOERS’

_ GROUP LIFE INSURANCE

“Src. 814. There is hereby created an Advisory Council
on Public Safety Officers’ Group Life Insurance consisting
of the Attorney General as Chairman, the Secretui‘y of the
Trensury, the Secretary of Health, Education, and Wel-
fare, and the Director of the Office of Management and
Budget, each of whom shall serve without additional corn;
pensation. The Council shall meet not less than once a year,
nt‘thc’call of the Chairman, and shall review the administra-
tion of this part and advise the Administration on matters -
- of policy relating to its activity thereunder. In addition, the
Administration may solicit advice and recommendations from
any State or unit of general local gokvermﬁent participating .

in a’ public safety officers’ group life insurance - program

O
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under this part, from any insurance company underwx:iting
programs under this part, and from public safety officers
participating in group life insurance pfbgrmns under this
part. ‘
“PREMIUM PAYMENTS ON BEHALF OF PUBLIC SAFETY

OFFIOERS :

“Seo. 815. Nothing in this ‘purt shall be construed to

preclude any State or unit of general local government from
making contributions on behalf of public safety officers to
the premiums required to be paid by them for any group
life insurance program receiving assistance under this part.
“WAIVER OF SOVEREIGN IMMUNITY
“8go, 816, The Administration may sue or be sued on
any cause of action arising under this part.
“PUBLIO SAFETY OFFICERS’ GROUP.INSURANOE
REVOLVING FUND
“SEO.‘ 817. There is hereby created on the books of
the Treasury of the United States a fund known as the
Public Safety Officers’ Group Life Insurance Revolving Fund
which may be utilized only for the purposes of subpart 1
of this part.”. | y
' MISCELLANEOUS
SEc. 8. Subsection (c) of section 520 of the Omnibus

Crime Control and Safe Streets Act of 1968, as amended,t is

R
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amended by striking the words “part J” at the end thereof -
and substituting in lieu thereof the words “parts J and‘K..” .

Sec. 4. The authority to make payments under part K

kof the Omnibus Crime Control and Safe Streets Act of 1968 |

(as added by section 2 of this Act) shall be effective only to
the extent provided for iﬁ advance by kappropriation Acts.
Sec. 5. If the provisions of any part of this Act are _
found invalid, the provisions of the other parts and their
application to other persons or circumstances shall not be
affected thcrebjr.
SEO.‘G. This Act shall become effective on date of

enactment.
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95rx CONGRESS S
; . 18T SESSION 2 62

IN THE HOUSE OF REPRESENTATIVES

Surresser 20, 1977
‘Reforred to the Commlttce on the J udxcmry

AN ACT

To amend the Omnlbus Crime Control and Safe Streets Act of
1968, as smended, to authorize group life insurance pro-
grams for public safety officers and to assist State and local
governments to provide such  insurance, and for other

purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,
3 That this Act may be cited as the “Public Safety Officers’
4 Group Life Tnsurance Act of 19777, -

5 Sgro. 2. It is tlié declared purpose of Congress in this
6 ?Act to promote the public welfare by establishing a means

"7 of meeting the financial needs of public safety officers or
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their surviving dependents through group life, accidental

~death, and dismemberment insurance, and to assist State

and local governments to provide such insurance.
INSURANCE PROGRAM AUTHORIZED
Sio. 3. Mitle T of the Omnibus Crime Control and Safe
Streets Act of 1968, as amended, is amended by adding at
the end the following new part:
“Part K—Pusric Sarery OFFICERS’ GROUP LIvE
| INSURANCE
“DEFINITIONS
“8E0; 800. For the purposes of this part—
“(1) ‘child’ means any natural, adopted, killegiti—
mate or postlmmous child, or stepehild;

“(2) ‘month’ means a. month that runs from a given

day in one month to a day of the corresponding number

in the next or specified succeeding months, except
~when the last month has not so many days, in which
event it expires on the last day of the ‘month; and
“(8) ‘public safety officer’ means a person serving
a public agency in an official capacity, with or without

compensation, in— | | ;
“(A) the enforcement of the criminal laws, in-

cludmg i ghway patrol,

“(B) a correctional probation or parole pro-

gram, facility, or institution where the activity is

a
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potentially dangerous because of contact with
“ eriminal suspe,cts; defendants, prisoners, probation-
ers, or parolees, e
R (6)) a court ha\ring criminal or juvenile delin-
quent jurisdiction where the activity is potentially
dangerous because of contact with criminal suspects,
defendants, prisoners, prob'ationérs, or parolees, or
“(D) firefighting, including officially recog-
nized or designated and legally organized volunteer
firefighting, : ’
but does not include any person eligible to participayte
in the insurance program established by chapter 87 of
title 5 of the United States Code, or any person par-
ticipating in the ploom.m -cstablished by subchapter I1I
of chapter 19 of title 38 of the United States Code;
“(4) ‘public agency’ means any State of the
Umted States, the Dnstnct of Columbla, the Oommon-
wealth of Puerto Rico, and any territory or possession
of the United States or any umt of local government,.
combination of such Stntes, or umts, or any department,
agency . or mshumentnhty of any of the foreaomg
“Subpart 1—Nationwide Program of Group Llfe
Inswrance for Public Safety Officers :
“BLIGIBLE INSURANCE COMPANIES'

“Sgc, 801. (a) The Administration is authorized, " 7
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“without regard to section 3709 of the Revised Statutes, as

amended (41 U.S.C. 5), to pdrchase from  one or more
life. insurance companies a policy or policies of group life

insurance to provide the henefits in this subpart. Hach such

life insurance company must (1) be licensed to issue life,

“accidental death, and dismemberment insurance in cach of

the fifty States of the United States and the District of

Columbia, and (2) as of the most recent December 81 for

which information is available to the Administration, have
in effeet at least 1 per centum of the total amount of group
life insurance companies have in effect in the United States.

“(b) Any Tife insurance company issuing such a policy
shall establish an iidministmﬁ’ve office at a place and under
o name designated by the Administration.

“(c) The Administration may at any time discontinue

any policy which it has purchased from any insurance com-

pany under this subpart.
. “REINSURANCE ,

“Sro. 802. (2) The Administration shall arrange with
each life insurance company issuing a policy under tllié sub-
part for the reinsurance, under conditions approved hy the
Administration, of portions of the total amount of insurance

under the policy, determined under this section, with other

life insurance companics which elect to participate in the

reinsurance.
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.' “(b)  The Admiﬁistration shall détermine for and in
advance of a policy year which companies are eligible td
participate as reinsurers and the amount of insurance unde;ﬁ
a policy which is to be allocated to the issuing company and :
to reinsurers. The Administration sh;ill make this determina-
tion at least every three years and when a participating com-
pany withdraws.

“(c) The Administration shall establish a formuia under

which the amount of insurance retained by an issuing com-

[
=]

pany after ceding reinsurance, and the amount of reinsurance

Y
ok

ceded to each reinsurer, is in proportion to the total amount

—
[

of each company’s group life insurance, excluding insurance

ok
w

purchased under this subpart, in force in the United States

bk
=

on the determination date, which is the most recent Decem-

-t
[

ber 31 for which‘ information is available to the Administra-

. tion. In determining the proportions, the pm‘tionkof a com-

ok
(=2}

pany’s group life insurance in force on the determination

et
-3

date in excess of $100,000,000 shall be reduced by—
“(1) 25 per centum of the first $100,000,000 of

[
© @

the excess;

“ (2) 50 i)el' centum of the second $100,000,000 of

o (3]
[aa =2

- the excess;

“(8) 75 per centum of the third $100,000,000 of

| ST ]
[S= B )

the excess;and

R
S W

“(4) 95 per centum of the remaining excess,
\
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However, the amount retained. by or ceded to a company
may not exceed 25 per centum ofv the amount of the com-
pany’s total life insurance in force in the United States on
the determination date. |
“(d) The Administration hmy modify the computmtions
under this section as necessary to carry out the intent of this
section.
“PERSONS. INSURED; AMOUNT
- “SEc. 803. (a) Any policy of insurance purchased by
the Administration under this subpart shall antomatically
insure any public safety officer of a State or unit of general
local gyovernmex‘]t which has (1) applied to the Administra-
tion for participation in the insurance -program under this
subpart, and (2) agreed to deduct from such officer’s pay
the amount of such officer’s contribution, if any, and forward
such amount to the Administration Or such other agency or
office as is designated by the Administration as the coilection
agency or office for such contributions. The insurance pro-’
vided under this subpart shall take effec from the first day
agfeed upon by the Administration and the responsible offi-
cials of the State or unit of general local government making -
npplication for participation in the program as to public
safety officers then on the payroll, and as to. public safety
officers thereafter entering on duty from the first day of such

duty. The insurance provided by this subpart shall so insure
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all such public safety officers unless any such officer eleets in
writing not to he insured under this subpart, If any such
officer elects not to he insured under this subpart he may
thereafter, if cligible, be insured under this subpart upon
written application, proof of good hoalth'; and compliance
with such other terms and conditions as may he preseribed
by the Administration. - |

“(b) A‘vpublic safcty officer cligible for insurdnco under
this subpart is entitled to be insured for an amount of group
life insurance, plus an équal amdunt of group accidental death
and dismenberment insurance, in accordance with the fol-

lowing schedule:

. The amount of grou;
It annual pay {5 insurance las— P

Acoldental

Bt not death sn
greater dismoms
Groater than— han— Lifo bermeni
. 13,000 10,000 $10,000
33, By 9,000 1,000 11,000

10,000 2,000 12,

1 11,000 3,000 13,000
1 12,000 4,000 14,000
12,000 13,000 5,000 15,000
13,000, 4,000 0, 000 18,000
14,000 1,000 17,000 - 17,000
15000 16,000 18,000 18,000
16,000 17,000 9,000 19,000
17,000, 18,000 20,000 20,000
16,000 19,000 1,000 21,000
19,000 20,000 2,000 22,000
120,000, 21,000 23,000 23,000
21,000 22,000 4,000 24,000
$22,000 23, 000 25, 0100 25, 000
$13,000. 24,000 26,000 20,000
$24,000. 25,000 27,000 27,000
$25.000. 26,000 28,000 23,000
$20,000 27,000 29,000 29,000
$27,000. - 28,000 30,000 80,000
$28,000. 20,000 - 1,008 381,000
200, 33,000 32,000

|8

The amount of such insurance shall automatically increase at -
any time the amount of increase in the annual basic rate of
pay places any such officer in a new pay bracket of-the

schedule and any necessary adjustment is made in his con-

17 _tiihution to the total premium,

P
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“(c) Subject to conditions and limitations approved by

the Administration which shall be included in any policy

purchased by it, the group accidental death and dismember-

ment insurance shall provide for the following payments:

. “Loss Amount payable
For loss of life._ Full amount sh.own in the sched-
ule in subsection (b) of this see-

: . ion,
Loss of one hand or of one foot or  One-half of the amount shown in
loss of sight of one eye. the schedule in subsection (b) of
this section,
Loss of two or more such members... Full amount shown in the schedule
in subsection (b) of this section.

The aggregate amount of group accidental death and dis-
memberment insurance that may be paid in the case of any
insured as the result of any one accident may not exceed the

amount shown in the schedule in subsection {b) of this

_section.

4 (d) Any policy purchased under this subpart may

- provide for adjustments to prevent duplication of payments

under any program of Federal gratuities for killed or injured
public safety officers, .

. “(e) Group life insurance shali include provisions ap-
proved by the Administration for continuance of such life
insurance without requirement of contribution payment dur-
ing"a', peribd of ;lisability of a public safety officer (':ov'evred for
such life insurance.

(f) The Administration shall prescribe regulations

_providing for the conversion of other than annual rates of
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pay to annual rates of pay and shall specify the types of
pay included in annual pay. '
“TERMINATION OF COVERAGE '

“SEc. 804. Each policy purchased under this subpart

shall contain a provision, in terms approved by the Admin-

istration, to the effect that any insurance thereunder on any
public safety officer shall cease two months after (1) his
separation or release from duty as such an officer or (2)
discontinuance of hisk pay as such' an- officer, whichever is

earlier: Provided, however, That coverage shall be continued

during periods of leave or limited disciplinary suspension if

such an officer authorizes or otherwise agrees to make.or
continue to make any required contribution for. the ihsur—
ance provided by this subpart.
, ~ “CONVERSION

“Seo. 805. ‘E;ach policy purchased under this subpart
shall contain a };',’;rovision, in terms gmpproved by the Admin-
istration, for the conversion of the group life insurance por-
tion of the policy to an individual policy of life insurance

effective the day following the date such insurance would

" cease as provided in section 804 of this subpart. During the

period such insurance is in force, the insitred, upon request to

the Administration, shall be furnished a list of life insurance

companies p&rticiputihg in the program established under
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10 ;
this subpart and upon written application (with such period)
to the participating company selooted by the insured and
payment of the required premiums, the insured shall be
granted life insurance without a medical examination on a
permanent plan then currently written by such company
which does not provide for the payment of any sum less
than the face value thereof. Tn addition to the life insurance
companies participating in the program established under
this subpart, such list shall include additional life insurance
conipanies (not so participating) which meet qualifying
criteria, terms, and conditions, established by the Adminis-
tration and agree to sell insurance to any eligible insured in
accordance with the provisions of this section.
“WITHHOLDING OF PREMIUMS FROM PAY

“Sro. 806. During any period in which a public safety
officer is insured under a policy of insurance purchased by
the Administration under this subpart, his employer shall
withhold each pay period from his basic or other pay until
geparation or release from duty as a public safety officer an
amount determined by the Administration to be such officer’s
share of the cost of his group life insurance and accidental
death and dismemberment insurance. Any such amount not
withheld from the basic or other pay of such officer insured
under this subpart while on duty as a public safety officer, if
not otherwise pﬁid, shall be deducted from the proceeds of
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any insurance thereafter payable. The initial amount deter-
mined by the Administration to be charged any public safety
oflicer for each unit of insurance undei this subpart niay be
continued from year to year, except that the Administration
may redetermine such amount from time to time in accord-
ance with experience.
“SHARING OF COST OF INSURANCE

“Sgo. 807. Tor each month any public safety officer is
insured under this sabpart, the Administration shall bear
not more than one-third of the cost of insurance for such
officer, or such lesser amount as may from time to time be
determined: by 'the Administration to be a practicable and
equitable 6bligution of the United States in assisting the
States and units of general local government in recruiting
and retaining their public safety officers.

“INVESTMENIS AND DXPENSES

“Skc. 808. (a) The amounts withheld from the basic or
other pay of public safety officers as contributions to premi-
ums for insurance under section 806 of this subpart, any sums
contributed by the Administration under section 807 of this
subpart, and any sums contributed for insurance underthis
subpart by States and units of general local govémment‘
~under section 815 of this part, together with the income de- -
4 rived from any dividends or premium rate readjustment from

insurers, shall be deposited to the credit of a revolving fund
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established by section 817 of this part. All premium pay-
ments on any insurance policy or policies purchased um}er

this subpart and the administrative costs to the Adminis-

tration of the insurance program established by this subpart :

shall be paid from the revolving fund by the Administration,

“(b) The Adﬂ;inistmtion is authorized to set aside out
of the revolving fund such amounts as may be required to
meet the administrative costs to the Administration of the
program and all current premium ﬁayments on any policy

purchased under this subpart. The Secretary of the Treasury

- is autkborized to invest in and to sell and retire special interest-

bearing obligations of the United States for the account of the

revolving fund. Such obligations issued for this purpose

. shall have maturities fixed with due regard for the needs of

the fund and shall bear interest at a rate equal to the average
market yield (computed by the Secretary of the Treasury on
the basis of market quotations as of the end of the calendar
month hext preceding the date of issue) on all marketable
‘intereSt:beai-ing obligations of the United States then fbrnﬁng
o part of the public debt which are not due or callable“until
after the expiration of four years fxfomﬂ‘ the end‘o'f»suoh cal-
endar month ; except that where such avér&ée mm‘liet yiéld 19
not a multiple of one-eighth of 1 per centum, the rate of
interest of such obligation shall be the multiple of one-eighth’

'of 1 per centum nearest market yield. The interest on and

©n
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the proceeds from the sale of these obligations, and the

income derived from dividends or premium rate adjustments

from insurers, shail become a part of the revolving fund.

'S

15

“BENEFICTARIES ; PAYMENT OF INSURANCE

“Sgro, 809. (a) Any amount of insurance in force under

“this sgbparf on any pubﬁc safety. officer or former public
safety officer on the date of his death shall be paid, upon the
establishment of a valid claim therefor, to the person or

- persons surviving at the date of his death, in the following

order of precedence :

“(1) to the beneficiary or beneficiaries as the public

safety officer or former public safety officer may have

designated by a writing received in his employer’s office

prior to his death ;
“(2) if there is no such beneficiary, to the surviving

spouse of such officer or former officer;

“(8) if none of the above, to the child or children

of such officer or former officer and to the descendants of -

deceased children by representation in equal shares;

““(4) if none of the above, to the parent or parents

of such officer or formeér officer, in equal shares; or

“(5) if none of the above, to the duly appointed |

executor or ‘administrator of the estate of such officer or

*former officer.

Provided, however, That if a claim Tas not been made by

N
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a person under this section within the period set forth in sub-
section (b) of this section, the amount payable shall escheat
to the credit of the revolving fund established by sectioh 817
of this part. Lo |
“(b) A claim for payment shall be made by a person

entitled under the order of precedence set forth in subsection

(a) of this section within two years from the date of death

of & public safety officer or former public safety officer.

“(c) The public safety officer may elect settlement of
insurance under this subpart either in & lump sum or in
thirty-six equal monthly installments. If no such election is
made by such officer, the beneficiary or other person en-
fiﬂed to payment under this section may elect settlement
either in a lump sum 6r in thirty-six equzﬂmonthly install-
ments. If any such officer has elected settlemen£ in a lamp
sum, the beneficiary or other person entitled to payment
under this section may elect settlement in thirty-six equal
monthly installments.

“BASIC TABLES OF PREMIUMS ; READJUSTMENTS OF RATES
- “Sgo, 810. (a) Each policy or policies purchased
under this subpart shall include for the first policy year a

schedule of basic premium rates by age which the Admin-- |
istration shall have determined on a basis-consistent with the -

lowest schedule of basic premium rates generaily charged for

new group life insurance policies issued to large employers,
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taking into account expense and risk charges and other rates
based on the,speciﬁl chnracterigticé of the group. The sched-
ule of basic premium rates by age shall be applied, except as
otherwise pfov,ided,'in this section, to the distribution by age
of the amount of group life inéurance and grdlip accidental
death and diémemberment insurance under the policy at its
date of issuek to determine an average basic premium per
$1,000 of insurance, taking into account all savings’ based on
the size of the group established by this Subpnrt. Each policy
so purchased shall also include provisions whereby the basic
rates of premium determined for the first policy year shall be

continued for subsequent policy years, except that they may

.be readjusted for any subsequent year, based on'the experi-

ence under the policy, such readjusiment to be made by the
insurance company issuing the policy on @ basis determined
by the Administration in advance of such year to be con-
sistent with the general practic'e of life insurance companies
under policies of gronp life insurance and group accidéntal
death ~and dismemberment insurance  issued to Ilarge
employers. | | , ;

“(b) Each policy so purchased shall'inclade ‘az’provisiovn
that, in the event the Administration determines that ascer-
taining the actual age distribution of the ﬁ'mounts of groﬁp
life insurance in force i‘mtkthe date of issue of the policy or at

the end of the first or any ,sub'sequent year of insurance
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thereander would not be possible except at a disproportion-
ately high expense, the Administration may approve the

determination of a tentative average group life premium, for

the first of any subsequent policy year, in lieu of using the

- actual age distribution. Such. tentative average premium rate

may be increased by the Administration during any policy
year upon a showing by the insurance company issuing the
policy that the assumptions made in determining the tenta-
tive average premium rate for that paliey year were incorrect.

“(c) Each policy so purchased shall contain a provision

stipulating the maximum expense and risk charges for the

first policy year, which charges shall have been determined

by the Administration on a basis consistent with the gcneral‘
level of such charges made by life insurance companies under
policies of group life insurance and group accidental death
and disnﬁemberment insurance issned to large employers, tak-
ing into consideration peculiar characteristics of the group.
Such maximum charges shall be continued from year to year,
except that the Administration may redetermine such maxi-

mum - charges for any year either by agreement with the

- insurance company or companies issuing the policy or upon

written notice given by the Administration to such companies
at least one year in advance of the beginning of the year for
which such redetermined maximum charges will be effective,

“(d) Bach such policy shall provide for an accounting

i ) .
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to the Administration not later than ninety days after the -

end of each policy yeai', which shall set forth, in a form

approved by the Administration, (1) the dmomits,'of pre-

“miums actually accrued under the policy from its date of

issue o the en‘dv of such ‘poli‘cy year;, (2) ‘the total of all
mortality, dismemberment, and other claim charges iricurred

for that period, and (3) the amounts of the insurers’ ex-

pense and risk charge for that period. Any excess of item

(1) over the sum of items (2) and (3) shall be held by the

insurance company issuing the policy as a special contin-

- gency reserve to be used by such insurance company for

charges under such policy only, such reserve to bear interest

at a rate to be determined in advance of eachvpolicy year by

the insurance company iSStxing the policy, which rate shall be

approved by the Administration as being consistent with the
rates generally used by such company or compnniesg for sim-
ilar funds held under other group life insurance po]icies; It
and when the Administration determines that such special

contingency reserve has attained an amount estimated by the

Administration to ‘make satisfactory provision for adverse

~ fluctuations in fature clia.rges under the policy, any further .~

excess shall be deposited to the credit of the révolving fund

‘established under tlﬁs subpart. If and when such policy is

discontinned, and if, after all eha.rges have been made, there -

is any positive balance remaining in such special contingency
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18 ;
reserve, such balance shall be depdéited to the credit of the
revolving fund, subject to the right of the insurance company
issuing the policy to make such deposit in equal monthly
installments over a petiod of not more than two years.
“BENEFIT OERTIFICATES

. “Sgo. 811. The Administration shall arrange to have
each public safety officer insured under a policy purchased
under this subpart receive a certificate setting forth the bene-
fits to which such officer is entitled thereunder, to whom such
benefit shall be payable, to whom claims should be submitted,
and summarizing the prmrisioné of the policy principally
affecting the officer. Such’ certificate shall be in lieu of the
certificate whicﬁ ﬂxe insurance company would otherwise be
required to issue. | |
“Subp@rt 2—Assistance to States and Localities for Public

| - Safety Ofﬁéer’s Group Life Tnsurance Programs

“Src. 812. (a) Any State or unit of general local gov-

-ernment haying an existing program of group life insurance

for, or including as cligible, public safety officers during the .

first year after the effective date of this part, which desires to
receive assistance under the provisions of this subpart shall—
“(1) inform the public safety officers of the benefits

and allocation of prexium costs under both the Federal

program established by subpart 1 of this part and the
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existing State or unit of general local government
program;

“(2) hold a referendum of the eligible public safety
officers of the State or unit of general local government -
to determine whether such officers want to continue in
the existing group life insurance program or apply for
inclusion in the Federal program under the provisions
of subpart 1 of this part; and

““(3) recognize the results of the referendum as

finally binding on the State or unit of general local gov-
ernment for the purposes of this part.

« (b) ’Upoh‘ an affirmative vote of a majority of such

officers to continue in such State or unit of general local

. government program, a State or unit of general local govern-

‘ment may apply for assistance for such program of group

life insurance and the Administration shall provide assistance
in accordance with this subpart.

“(c) State and unit of general local governmérit pro-

Agrams eligible for assistance under this subpart shall receive

assistance on the same basis as if the officer were enrolled
under 'subpart‘, 1 of this part, subiect to proportionate redue-
tion if— '

~ “(1) the program offers a lesser amount of coverage

than is available under subpart 1 of this part, in which
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case assistance shall be available only to the extent of
coverage actually afforded ;

- “(2) the program offers a greater amount of cover-

age than is available under subpart 1 of this part, in

which case assistance shall be available only for the

amount of coverage afforded under subpart 1. of this
part;

““(8) the cost per unit of insurance is gfeater than
for the program under subpart 1 of this part, in which
“case assistance shall be available only at the rate per
unit of insurance provided under subpart 1 of this part;

or

“(4) the amount of assistance would otherwise be

a larger fraction of the total cost of the State or unit
of general local gbvernment program than is granted
under subpart 1 6f this part, in which case assistance
shall not e'{ceed the fraction of total cost available under
subpart 1 of this pm*t. ;;*

“{d) Assistance under this subpart shall '%Hc ased to
reduce proportionately the contributions pmd by‘ the State or

umt of general local government and by th& appioi)rlate pub-

lw safety officers to the total premium under, such . program:

Provided, however, That the State or unit of gehér&l local o
‘government and the insured public' safety officers may by‘m

~agreement change the contributions to premium costs paid by

Bear

S
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each, but not so that- auch officers must pay a higher frac-

tion of the total premium than before the gmntmg of assist-
ance.
| _ “Subpart 3—General Provisions
“UTILIZATION OF OTHER AGENCIES
“SEc. 813. In administering the provisions of this part,

the Administration is authorized to utilize the services and

facilities of any agency of the Federal Government or a State

or unit of general local government or a company from which
insurance is purchased under this part, in accordance with

appropriate agreemehts, and to pay for such services ecither

‘in advance or by way of reimbursement, as may be agreed

upon,

“ADVISORY COUNOIL ON PUBLIC SAFETY QFFIOEﬁS’
GROUP LIFE INSURANCE
“SEc. 814. There is héréby created an Advisory Council
on Public Safety Officers’ Group Life Insurance consisting
of the Attorney General as Chairman, the Secretary of the

‘Treasury, the Secretary of Health, Education, and Wel-. -

-fare, and the Director of ‘the Office of Management andk

Budget, each of whom shull serve without addmonal ‘com-

pensntlon The Council shall meet not less than once a year, '
at the call of the Chairman, and shall rev1ew the admmxstra— ‘
tion of this -p&rt and advise the Administration on matters ‘

of policy relating to its activity thereunder, In addition, the -
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Administration may solicit advice and recomniendations from
any State or unit of general local government participating
in a public safety officers’ group life insurance program

under 'this part, from any insurance conipany underwriting

* programs under this pait, and from p}’ublic safety officers

participating in group life insurance programs under this
part.
“PREMIUM PAYMENTS ON BEITALF OF PUBLIC SAFETY
OFFIOERS '

“Seo. 815. Nothing in this part shall be construed to
preclude any State or unit of general local government froin
making contributions on behalf of public safety officers to
the premiums required to be paid by them for any group
life insurance program receiving assistance under tliis part.

“WAIVER OF SOVEREIGN IMMUNITY

“Sro. 816. The Administration may sue or be sued on
any cause of action arising under this part. ’

“PUBLIO SAFETY OFFICERS' GROUP INSURANOE

‘ REVOLVING FUND
~ “Sgc. 817. There is hereby created on the books of
the Treasﬁfr"y'of the United States a fund known as the
Public Safety Officers’ Group Life Insurance Revolving Fund
which may be utilized only for the purposes ofb éubpart 1
of this part.”. '
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-23
MISOBLLANEOUS

SEc. 4. Subsection (c) - of section 520 of the Omnibus
Crime Control and Safe Streets Act of 1968, as amended, is
nmended‘by striking the words ‘“‘part J” at the end thereof
and substituting in lieu thereof the words “parts J and K”.
SEc. 5. The authority to make payments under part K

of the Omnibus Crime ‘Control and Safe St‘re;gts Act of 1968
(as added by section 3 of this Act) shall be effective only t2
the extent provided for in advance by appropriation Acts. i
~ Sro. 6. It the provisions of any part of this Act are
found invalid, the provisioﬁs of the other pm'ts‘ and their

application to other persons or circumstances pl.all not be
if
Sec. 7. This Act shall become effective on October 1,

affected thereby.

1978, or the date of enactment, whlchever 1@ later

Passed the Senate September 16 (leglsla{nve day, Sep-

- tember 15), 1977. ' ‘,(

Attest: 7. KDOMITT,
Secretary.
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The subcommittee first considered this legislation in the 92d Con-
gress, together with other proposals to provide Federal benefits to
public safety officers killed or injured in the line of duty.

Our attempts to provide some level of assistance to this particular
group of dedicated public servants led to the enactment of Public Law
- 94-430, which provides a $50,000 benefit to the families of those public
safety officers who are killed in the line of duty. Now that the death
benefits pregram is in operation, we intend to examine this life insur-
ance proposal on its own merits and to give it thorough and careful
consideration, ‘

Our first witness this morning will be the very distinguished Senator
from Massachusetts, the Honorable Edward M. Kennedy.

Senator, we would like to welcome you once again to the subcommit-
. tee, and I want to commend you for your diligent efforts to secure

. the enactment of this legislation, CGver the years you have been an
ardent supporter of all legislation benefiting the policemen and fire-
men of this Nation. Your advocacy of this particular proposal is an-
()}’%l‘lel‘ indication of your dedicated efforts in behalf of public safety
officers. - -,

Senator, we are pleased to have you with us this;forning ; and please
proceed in any manner that you so desire. ‘

TESTIMONY OF HON. EDWARD M. KENNEDY, USS. SENATOR FROM
THE STATE OF MASSACHUSETTS

Senator Ken~epy. Thank you very much, Mr. Chairman and mem-
bers of the committee. - :

I want to express my own appreciation and the appreciation of the
members of the Senate, for your commencing these hearings and giv-
ing this legislation the serious attention it very much deserves; and I
appreciate as well your accommodating our scheduling problems here
this morning. :

I would like to include all of my statement in the record, if it is
permissible. ;

Mr. ELBere. Without objection, it will be made part of the record.

[The information follows:] o ‘

TESTIMONY OF SENATOR EDWARD M. KENNEDY BEFORE THE HOUSE SUBCOMMITTEE
ON IMMIGRATION. AND NATURALIZATION oN H.R. 6845

I appreciate this opportunity to testify in support of H.R. 6845 a bill to
establish a voluntary, nationwide, federally subsidized group life insurance
program for state and local public safety officers—including police, firefighters
and criminal court and corrections officials, Identical legislation has passed the
Senate on flve separate occasions during the past decade, most recently as
8. 202 just a few months ago. So I am particularly pleased and gratified that
these hearings -ivill provide the House with the opportunity to consider this
important legislation. ’

I also want to thank you for all the work you have done in the related area
of death benefits legislation. I wholeheartedly supported that legislation and
applauded its enactment into law. )

X believe the next step is to enact H.R. 6845 in order to provide the broadest
possible financial protection to public safety officers and their families—protec-
tion that will cover serious injury as well as death, off-duty occurrences as well
as on-duty accidents. This legislation is designed to implement one of the key
recommendations of the National Commission on Law Enforcement made in
1967: to improve the lot of our public safety officers by addressing the crisis
they often face in securing life and disability insurance at reasonable rates. In
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cosponsoring this bill in -the Senate, the late Senator Allen touchlied. on tliis
_point, stating that “the availability of this insurance might be the difference
. hetween many qualified men-and women going into the public safety field or not
doing so0. I think thisg inducement should be held out'to them.”

“he difficulties officers face in getting insurance because of the huzards of their

Jobs plague them twenty-four hours a day, and only a full coverage life Insurance
program will remedy this problem. H.R. 6845 provides twenty-four hour cover-
age to all participants on an attractive low-cost basis because of the national
group approach and. the federal subsidy. Yet by requiring a contribution of at
© leagt two-thirds from the officer or his employer, it Keeps the cost to. the federal
taxpayer at a reasonable level. Moreover, the insuirance approach honors the
principle of independence for state and local officers. It is purely a voluntary
program; and it does not place any officer or officer’s family on the receiving
end of a direct financial pipeline from Washington.

The program is patterned closely after the highly successful Federal Emi-
ployees’ and Servicemen's Group Life Insurance plans, which are available to
all federal civilian employees and members of cur armed forces. The Attorney
General, would purchase a national group policy from eligible national life
insurance carriers, so that.the underlying coverage would be provided—by the

private sector. Any unit of state or local government performing public safety.

functions as defined in the bil] conld apply to participate in the program, Cover-
age wonld be at a level of the officer's annual salary plus $2,000, starting from
a fioor of $10,000 coverage and going up to a maximum of $32, 000 Accidental
death and dismemberment coverage would be included with the usual double
indemnity feature. There is a built-in conversion feature, allowing the officer
to convert his group plan to ordinary life insurance upon retirement or severance
from the govermeént. Where existing state and local group life insurance plans
provide coverage for public safety officers, the covered officers would be entitled
to elect to continue the existing plan and receive a federal subsidy for the
payment of the premiums. There is no federal mandate; and any individual
officer has the option of not participating in the federsl progrnm There is no
© attempt to establish a governmental insurance agency.

This program would demonstrate the Nation's determination to support our
public safety officery in deed as well as word, while offering a type of assistance
that is vitally needed, In their effort to protect us, public safety officers run the
risk of accident, injury and death. Because of such hazards, many officers find
regular life mlurance harder to come by, more expensive, or restricted 1§ to
benefits,

The picture that emerges concerning the availability and nature of insurance
is a very mixed one, with some officers enjoying adequate benefits at reasonable
cost while many others have little or no coverage, higher costs or less favorable

. ~conditions.

- In 1972, the Senate Suhcommittee on Criminal Laws and Procedures conducted
a detailed set of hearings which pointed out the haphazard nature of life insur-
ance coverage for public safety officers. The situation has not changed since. Ti
Wilton, - Connecticut an@ Waterloo, Iowa, for example, the city itself provides
nfﬁcers with a ten thousand dollar life insurance policy, which also includes
dismemberment insurance: Jacksonville, Florida offers the same type of ‘life

~insurance policy but excludes any dismemberment coverage; in my own city
of Boston, life insurance coverage is limited to just two rhousand dollars. In-
dianapolis and Detroit pay a portion of the premium; while Los Angeles, San
Franeiseo, Chicago, Cleveland and countless other cities make no premium pay-
ments whatsoever, forcing public safety officers to fend for themselves. In San

Francisco, Albany and: Seattle life instrance for public safety officers may cost -

as much as fifty percent more than for other government employees, while in Las
Vegas and Baton Rouge the rates are the same, In Madison, Wisconsin and Grand
Rapids, Michigan certain ﬂreﬂghters are excluded from any insurance coverage
whatsoever.

The remarks of the Chief Actuary of the Lit’e Insumnce Associntlon of America

are just as relevant today as they were in 1972 when he testified “extra premiums
have been required of public safety officers for group accidental health and

dismembherment coverage. The reagon for this is the extra hazard represented
by these groupy as therve ig the additional risk of aceldental death.”
Yet, if public safety officers try-—despite these ohstacles—to buy needed in-

surance they are held back by the disgracefully low salaries we so oftén pay them.
In some areas of our Nation, a patrolman’s starting salary is well- under ten
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thousand dollars! In a survey of some three hundred New York City:policemen,
ninety-five percent concluded that their salaries were too low for them to affeyd
adeguate 1ife insurance! The fact is, that the modest salaries. of. public safety
officers often make insurance vates prohibitive. No one is denying that if a public
safety officer wants to secure a life insurance: policy . from Lioyds of London
such a policy can be acquired. But at what price and what is the nature of the -
benefits? Can a double indemnity clause be included? So becauie of job hazards,
low. salaries, and employer inaction—all factors related to their public service
jobg——many officers and their families are inadequately protected against death
or disability on or off the job. If we wish to respond adeguately to the problems
created by the risks of public safety officers’ work, we must enact legistation
which will help officers whether they are killed or injured on ihe job or not.
This is precisely what H.R. 6845 would accomplish, and I am:confident that it
is one reason why the bill has the support of the leading national organizatons,
including the International Assnciation of Chiefs of Police, the International
Association -of TFirefighters and the Natlonal Association of Government
Employees.

A primary duty of government is to improve the quality of life'of its citizens
and. promote the public safety. This is the function and responsibility of our
public safety officers. We also have a responsibility to those who put their lives
on the line for our protection. Public safety officers are now eligihle under the
death benefits program, but they have to die on duty in order to participate.
There are many illustrations, that I am sure everyone here is familiar with, of
firefighters and public safety officials who have been dismembered or suffered
grievous injury for which they mere unable to obtain adequate recovery. It is
to meet {his important need that H.R. 6845 was drafted. It is, I believe, a merjtor-
iouy program and a good investmernt by the people or our Nation in making public.
safity work a more attractive profession, : :

Senator Kennepy. I will review the essential elements of the legis-
lation and indicate why I feel so strongly about it. As the chairman
knows, what we are attempting to do is provide group life and acci-
dental death and dismemberment insurance to public safety officers at

« low cost, to be assumed by commercial insurance companies, with a
contribution to premiums by the Federal Government. The program
would be administered through the Law Enforcement Assistance
Administration,

It would include police and firemen, criminal court officers and
correction officials. It excludes those covered by other Federal insurance
programs. Its scope has been somewhat expanded since the first heax-
ngs that we had some 7 years ago.

You are aware that the coverage is the officers’ salary plus $2,000,
with a minimum coverage of $10,000, a maximum of $32,000.

I am sure you will hear from our friends from John Hancock or
from any other insurance company that this life insurance is really
very modest. But it is an important and significant increase in terms of
what it would provide the public safety officers of this country. Meas-
}u'ed agninst general kinds of insurance, however, it is still woefully

ow. ;

Coverage would continue during the course of employment and
terminate 2 months after the separation or discontinuance of pay. The
premiums, as I mentioned, would be paid by the ¥Federal Government,
‘up to one-third, with a two-thirds contribution from the locality
or individual, depending on local options. If the State already has some
program that is working in this area, the bill provides for a supple-
ment and a continuation of that program. ,

It has great flexibility in permittmg those who do not want to sub-
geribe to the program initially to join later.

It is a completely voluntary program, with payout provisions over
36 months.
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The Federal cost projected is $26 to $28 million for 1979, $30 million
for 1980. Included in these figures are the administrative costs.

. Mr, Chairman, as you are aware, a_program similar to this was
initially recommended by President Johnson’s Crime Commission.
There were a number of recommendations that wers made in that
report, including the establishment of the Law Enforcement Assist-

ance Act; this recommendation goes back to that particular report.

As a matter of fact, it was only after we passed this legislation on
two different occasions that a previous administration recommended
the death benefits legislation, which I strongly supported. But we still
find that there is an important gap in existing coverage. ‘

This program, I telieve, would demonstrate the Nation’s determina-
tion to support our public safety officers in deed as well as word. while

offering a type of assistance that is vitally needed. In their effort to
protect us, public safety officers run the risk of accident, injury, and

death. Because of such hazards, many officers find regular life in-
surance harderto come by, more expensive or restricted as to benefits.
We are aware that, people might ask, “Well, if we start out now with

law enforcement officials, won’t we be doing it for all other types of

professionals#”

I think we have recognized in the Congress the rather special im-
portance of supporting local officials in meeting the problems of public
- safety. We do in the law enforcement assistance legislation, and the

death benefits legislation. And. I might point out, these bills are based
on absolute Federal control. The .Justice Department makes the judg-
“ ment as to whether there is eligibility and then sends the check.

‘We are, working much more through local groups, local options and

local decisions. . ‘
Mr. Chairman, the picture that emerges concerning the availability
and nature of insurance is & very mixed one. with some officers enjoy-
ing adequate benefits at reasonable cost, while many others have little
or no coverage, higher costs or less favorable conditions. ,
In 1972, our Senate Subcommittee on Criminal Laws and Procedures
conducted a detailed set of hearings which pointed out the haphazard

nature of life insurance coverage for public safety officers. In my own

city of Boston, for example, life insurance coverage is limited.
Indianapolis and Detroit pay a portion of the premium, while Los
Angeles, San Francisco, Chicago, Cleveland, and countless other
cities make no premium payments whatsoever, forcing public safety
officers to fend for themselves, In San Francisco, Albany, and Seattle,
life insurance for public safety officers may cost more than for other
- {Fovernment, employees, while in Las Vegas and Baton Rouge the rates

may be the same,

.+ So the remarks of the chief actuary of the Life Insurance Associa-

" tion of America are just as relevant today as they were then. He said :

Extra preminms have been required:of public safety otficers for group acci-
dental health and dismemberment coverage. The reason for this is the extra
f;az:ll;d represented by these groups, as'there is the additional risk of accldental
death, ,

I think that is really the bottom line in terms of this’bill importance.
Because they are assuming this additional kind of hazard, because they
are involved in the protection of the public, they are required to pay
additional premiums. They are entitled to this bill as a way of upgrad-

A
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ing and providing a sense of importance and incentive for public safety
“ officers. That is the real justification for thislegislation. :

I think we have an opportunity, as well as a responsibility, to pro-
vide some additional incentive to our public safety officers.

If public safety officers try, despite these obstacles, to buy needed
insurance, they are held back by the disgracefully low salaries we so
often pay them. In some areas of our Nation a patrolman’s starting
salary is well under $10,000, In a survey of some 300 New York City
policemen, 95 percent concluded that their salaries were too low for
them to afford adequate life insurance. The fact is that the modest
salaries of public safety officers often make insurance rates prohibitive.

No one is denying that if a public safety officerwants to secure a life
insurance policy from Lloyds of London, such a policy can be acquired ;
but at what price and what is the nature of the benefits? Can a double
indemnity clause be included ? So, because of job hazards, low salaries
and employer inaction—all factors related to their public service jobs—:
many officers and their families are inadequately protected against
-death or disability on or off the job. :

If we wish to respond adequately to the problems created by the risks
of public safety officers’ work, we must enact legislation which will
help officers; whether they are killed or injured on the job or not. -

This is precisely what H.R. 6845 would accomplish and I am confi-
dent that 1t is one reason why the bill has the support of the leading
national organizations—you will hear from them this morning—in-
cluding the International Association of Chiefs of Police, the Interna-

- tional Association of Firefighters and the National Association of
Government Employees. ' g :

Finally, Mr. Chairman, a primary duty of government is to improve
the quality of life of its citizens and promote the public safety. This is
the function and responsibility of our public safety officers.

We also have a responsibility to those who put their lives on the line
for our protection. Public safety officers are now eligible under the
death benefits program, but they have to die on duty in order to
participate. ' ‘

There are many illustrations that I am sure everyone here is familiar
with, or firefighters and public safety officials who have been dismem-
bered or suffered grievous injury for which they were unable to obtain
adequate recovery. ~
It is to meet this important need that H.R. 6845 was drafted. It
15, I believe, a meritorious program and a good investment by the
people of our Nation in making public safety work a more attractive
profession. . , ' :

Mr. Ensere, Thank you very much, Senator. -

Mr. Fish? : '

Mr., Fisu. I ask unanimous consent that the subcommittee permit
broadcast, coverage or still photography in accordance with the com-
mittee rules. ;

Mr. Exsere, Without objection, it is so ordered. ;

Mr. Fisu. As T have to leave, I just want to also thank the Senator
for his statement.. : : , ;

Senator KexnNeDpy, Thank you very much. BT

Mzr. Ewnere. I know the Senator has to leave within a couple of
minutes, to go back to an important issue on the Senate side, so just

a question at this time, Senator.

N
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-~ 'What is your best argument why the provision of life insurance for
State and local public safety officers should be a Federal responsibility ¢
Senator KEnNEDY. As I mentioned earlier, Mr. Chairman, we recog-
“nize that law enforcement is basically and fundamentally a local re-
- sponsibility, described that way in the Constitution, understood that
way in the history of this Nation. But under special circumstances we
have recognized that there is a limited role for Federal support, and =
this has been recognized in the area of the Law Enforcement Assist-
ance Act and. the death benefits bill." o : )

This is a targeted approach toward mieeting one of the most serious
concerns of public officials, and that is providing for their loved ones,
their wives, their children, and their families in carrying forward pub-
lic safety. We have tried in the past, through LEAA and the benefits
bill, to find ways in which we could, in very limited areas, meet some
of the special needs of public safety officers. This, I think, is an im-
portant addition. SR '

We have recognized the function and the importance of insurance
for thltla Armed Forces; this seems to meet that particular requirement,
as well. ' B , ’ *

* ~Mr. Exteere. Thank you, Senator,

' Mr, Hall?

“ Mr, Havrr. Senator, I'have one question—and I certainly appreciate
your coming today and giving us the benefit, of this testimony.

‘Would H.R. 6845 be applicable to the death of a policeman or fire-
man in a situation such as we have in Memphis, Tenn., today? Is it
necessary for a person to be killed in line of duty ?

_Senator Kennepy. The answer to that would be no. It is not neces-
sary to be killed in the line of duty. It could be an offduty situation.
It 1s total coverage, as every other insurance program would be total
coverage, trying to provide a degree of security to families, to give the
profession the kind of prestige that it rightfully deserves.

Mr. Hirn. Would it be your opinion that they would be covered if
they were killed or injured while they were on strike? ,

Senator Kennepy. Yes; I would not think that the issue of a particu-
lar grievance would or should cut out the coverage: :
" Mr. Harr. Thank you. .

Mr. EiLeere. Senator, would you say that the primary justification -
for the bill is to make it easier for all public safety officers to par-
ticipate in a standard group life insurance policy at reasonable rates?

“Senator Kennepy. Yes; I would. - R :

Mzr. ErLeere. Thank you, Senator. ' : ,
. Senator, we are very grateful for your appearance here this morn- - .
ing. Thank you for your courtesy. - ' i :

‘Senator Kexneny. Thank you verymuch. . = A -

Mr. EiLere. Our next witness is Mr. Charles Lauer, Deputy Gen-
eral Counsel, Law Enforcement Assistance Administration. .~ =

Mr. Lauer, welcome. ‘ .

TESTIMONY OF CHARLES A, LAUER, DEPUTY GENERAL COUNSEL,
~ LAW ENFORCEMENT ASSISTANCE ADMINISTRATION

Mr. LavEr, Thank you, Mr. Chairman, - ,
With your permission, Mr. Chairman, I would like to have my full
statement printed in the record at this point. ‘ V
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Mr EILBERG. Without ob]eetlon, it will be made part of the record
at this point,.

[The information foliows:]

STATEMENT OF CHARLES A, LAUER, DEPUTY GENERAL COUNSEL,
- LAw ENFORCEMENT ASSISTANCE ADMINISTRATION

Mr. Chairman, 1 appreciate the opportunity to appear before this Subecom-
‘mittee to discuss H.R. 6845, a bill which would provide group life insurance to

state and local public safety officers. This legislation would have the Law En--

forcement Assistance Administration administer the program,

It is the LEAA mission to provide leadership and financial and technical assist-
ance to State and local governments and organizations in order to increase their
etﬁcéiency and effectiveness in controlling and improving. the criminal justice
gystem

Acting on the basis that erime is essentially a local probiem that must be dealt
with by State and local governments if it is to be controlled effectively, the Con-
gress provided that the bulk of LEAA funds be distributed to the States in bloek
grants on the basis of population. Funds are allocated to a state countingent upon
an annual comprehensive criminal justice state plan, which must be approved by
LEAA before funds are disbursed. The funds subsequently are distributed to the
various units of State and local government through the state planning agencies
which adininister the LEAA program in the individual states.

LBAA neither approves nor disapproves subgrant applications under the juris-
diction of the state planning agencies, and each state makes those decisions
on the basis of its own evaluation of needs and prorities,

LEAA is also authorized to award a small portion of its appropriation in the
form of direct grants to the State, cities, counties, other units of government
and non-profit organizations, These discretionary grants support innovative
and experimental projects and programs. of national scope. These grants have
funded innovative police, courts and corrections improvement programs, as well
as more specialized projects dealing with organized crime, narcotics control and
juvenile justice.

The Department of Justice believes that public safety officers and their families
should be afforded adequate economic protection against death or disability.
However, available data suggests that a significant level of life insurance is avail-
able to public safety officers from the same scurces that provide insurance to other
citizens ; that private insurance companies are willing to supply insurance tolaw
enforcement persopnel; that most officers are, in fact covered; and that many
officers mow benefit from life insurance programs in which a portion of the
premiumg are paid by the employer.

It is important to note, Mr. Chairman, that about two years ago the Public
Safety Officers’ Benefits Act of 1976 was enacted, This legislation, Public Law
094130, authorizes LEAA to pay a benefit of $50,000 to specified survivors of State
and local public safety officers found to have died as the direct and proximate
result of a personnel injury sustained in the line of duty. Listed below are Public
Safety Officers’ Benefits statistical data for Fiscal Years 1977 and 1978 as of
August 2, 1978:

Police Fire- k Correc- .
officers fighters * = Courts tions Other Tota)
Deaths reponed—awaltmg [oLEY ], © 64 a2 1 7 2 116
Claims fifed in-process.. § 40 0 4 & 10t
Claims closed eligible. ... 194 89 ] 9 2 294
Claims closed ineligible.... 53 92 i 3 9 157
TOhabi - wenvemn e e 364 263 1 23 7 66 -

Since the Public Safety Officers’ Benefits Act protects State and local public
safety officers who have died in the line of duty, H:R. 6845 would merely insure

these officers against the hazards suffered by ordinary citizens. It is thc posltion;:f‘

of the Deparfment of Justice that to insure a public safety-oficer=for events

“which ocur outside the line of duty would be beyond the scope of. responsibmty

of the Federal Government.
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"~ The Public Safety Officers’ Benefits Program provides an adequate level of
Federal assistance toward ensuring the financial protection of dependent sur-
vivors of these officers in addressing the -high risk dimensions of their public
service. It should be noted that the benefit under:the PSOB Program is in ad-
dition to other death benefits available to state and local public safety officers
(except payments authorized by Section 8191 of Title 5, United States Code or
payments authorized by the District of Columbia’ Code; Section 4-531(1).)
Enactment of H.R. 6845 would therefore substantially expand the Federal Gov-
“ernment’s involvement beyond the scope of the PSOB Program coverage to sub-
sidize the general purpose insurance needs of this particular group of state and
local public servants. We do not ‘believe that the general insuranice brokerage
. .role envisioned for LEAA by this legislation is consistent with the responsibilities

of the employer, the State and local governments, to provide adequate financial
protection to public safety officers and their families. k

The “Justice System Improvements-Act of 1978” was transmitted by the Presi-
dent to the Congress on July 10, 1978. This legislative proposal to reorganize
and reauthorize. the LEAA program is designed to provide greater flexibility
to State and local governments in dealing with their primary responsibility for
law-enforcement and criminal justice. The “Justice System Improvements Act of
1978" would also reenact, without change, the Public Safety Officers’ Benefits
‘Program. : o

A further consideration is the proposed administration of the program by
LEAA which has nc experience or expertise in the management of insurance-
related programs. ) : .

In addition to the considerations previously noted, Mr. Chairman, the Fedezal
share of the costs of the program envisicned by H.R. 6845 could casily exceed
$20 million per year. Administration and premium collection costs would increase
this amount considerably. . : )

Moreover, at a time when the programs and organization of LEAA are being
reviewed toward improving law c¢nforcement and eivil and criminal justice in
the United States, it seems to us unwise to require the Agency to manage 2
life insurance program which does not constitute a program to improve law
enforcement and the administration of justice. .

For the reasons indicnted, the Department of Justice recommends agaiust
enactment of H.R. 6845,

Thank you, Mr. Chairman, for the opportunity to appear and discuss this pro-
posed legislation. I would now be pleased to respond to any questions you might
have. :

Mr. Laver. Thank you. , :
I will summarize the major position of the Department of Justice
and the Administration. : ;
Mr, Chairman, I appreciate the opportunity to apper before this -
subcommittee to discuss FL.R. 6845. This legislation would have the.
Law Enforcement Assistance Administration administer this program.
I would like to point out that the position of the Department of
Justice does not reflect a lack of appreciation of the work and the
dangers that public safety officers undergo. We are quite familiar
with the dangers of their job and we have reviewed many files under
the. Public Safety Officers’ Death Benefits Act iwhich attest to the
bravery of these people as well as the dangers of their work. o
 On September 29, 1976, the Public Safety Officers’ Benefits Act of
1976 was enacted. This legislation, Public Law 90-430, authorizes
"LEAA to pay a benefit of $50,000 to specified survivers of State and
local public safety officers found to have died as the direct and proxi-
mate result of a personal injury sustained in the line of duty.
Statistical data for the past 22 months, current up to August 6, indi- -
cate that LEAA has paid appreximately 300 eligible beneficiaries of
public safety officers who have died in the line of duty. - B
Over this period, we would estimate that approximately 400 bene-
ficiaries would be paid. This is based upon the claims that are still -
pending at this time, in-addition to the claims that have been paid.




56

Since the Public Safety Officers’ Benefits Act proteats Qtate and local
public safety officers who have died in the line of duty, it is our view
that H.R. 6845 would insure these officers against hazards that are
suffered by ordinary citizens,

It is the position of the Department of Justice that to insure a public
safety officer for events which cecur outside the line of duty would be

~ beyond the scope of the responsibility of the Federal Government. Es-

sentially, that is our position.

We feel that the public safety officers’ beneﬁts program prov1des an
adequate level of Federal assistance toward insuring the financial pro-
tection of dependent survivors of these officers in addressmg the high
risk dimensions of their public service.

It also should be noted that benefits received under the Public Safety
Officers’ Benefits Act are in addition to any other State or local bene-
fits as well as other insurance.

Enactment of H.R. 6845 would, therefore, substantmlly expand the

~ Federal Government’s mvolvement beyond the scope of the PSOB pro-
gram to subsidize the general insurance needs of public safety officers.
We do not believe that the insurance brokerage role envisioned for -

LEAA by this legislation is consistent with the responsibilities of the
employers, State, and local governments, to provide the financial pro-
tection to public safety officers and their families.

We did submit the Justice System Improvement Act of 1978 to Con-
gress on July 10, 1978. This legislative proposal is designed to reor-
ganize and reauthorize the LEAA program, and it includes, without
change, the public safety officers’ benefits program.

Thank you, Mr. Chairman, for the opportumty to appear and make
our position known. '

I would be pleased to 1espond to any questions you or members of
the committee may have, :

Mr. ErLeer. Mr. Lauer, we have a long list, of witnesses this mornin
and I think that we will notask you questions at this point, but wil

give you a list of questions that we would like you to answer in writ-

ing, if you would.
Mr. Lauer. Very good, Mr, Chairman.
Mr, EiLserg. Thank you.
[The information follows:]

TeE Svncoummn QuEesTIONS ToGETHER WITH MR. LOUER'S
AnsweRrs Foriow

QUESTIONS

1. Do you believe that most Public Safety Officers are now covered by adequate’
life insurance?

2, When Congress created the LEAA, it demonstrated a Federal commitment
to the improvement of local law enforcement The provision of adequate employee
benefits is a factor in making law enforcement a more attractive occupation. Why
then does LEAA feel thit the Federal Government should not have a role in
assisting localities to provide life insurance? - -

3. Wouldn’t the adoption of this legislation enable more public safety officers
to be covered by life insurance than at present?

4. The Justice Department, in its report on this legislation has stated that such

~a program could-erade local control of police. Could you explain more specnﬂcally

why and how the Department believes that this could happen?
5. Does LEAA support any expansion of the present death benefits law regard-
ing eligible employees or cause of death?
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8. Mr. Louer, if the Justice Department believes that no need exists for this
legislation, does this view conflict: with the Department's earlier support for the
death benefits program?

7. Can LEAA provide the committee with the number of public safety oﬁicers
who are now covered by group life insurance plans, together with a description
of these plans. Could you also provide an analysis of the cost of life insurance
for public safety officers throughout the Nation?

8. Based on  LEAA's adniinistration of the Death Benefits- Act, how do you
believe the administrative cost of a life insurance program such as this could
most efficiently be administered? How would you divide the administrative func-
tions between the Federal: Government the employer, and  the life insurance
companies?

.9, Would LEAA provide the committee with a cost analysis of this proposal
including a total annual cost estimate broken down into administrative and
nonadministrative costs?

ANSWERS

. 1. Public safety officers have available to them a significant level of life insur-
ance from the same sources that provide insurance to other citizens, The Public
Safety Officers’ Benefits Act covers officers for events which occur because of the
particularly hazardous nature of their employment. Nothing.in their private lives
s exposes them to greater danger than any other citizen.
2, LEAA feels that the Federal Government should not have a role in assistlng
; 10calit1es in providing life insurance to public safety officers because the Public
Safety Officers’ Benefits Program wurovides an adequate level of Federal assist-
ance toward ensuring the finaneial protection of dependent survivors. To insure’
a public safety officer for events which occur outside the line of duty would be
beyond the scope of responsibility of the Federal Government, :

3. Perhaps adoption of this legislation would enable more public safety officers
to be covered by life insurance than at present. If the Federal Government con-
{ributes one-third of the premium, it would seem that more public safety officers
would choose to puvchase life insurance. :

4. The Justice Department, in its report on-this Iegislatlon indicated that law
enforcement has been continually recognized by Congress and the Executive
Branch to be primarily a responsibility of state and local governments. Any sug-
gestion to establish a national police force has alwass been strongly resisted.
This policy of limited Federal involveiient is stated in several instances in the
LEAA enabling legislation. A Federal insurance program as envisioned by H.R.
6845 could be viewed as a btep toward direct Federal subsidy of local law enforce-
ment and local law officers in particulnr, with the resulting erosion of local con-
trol and responsibility.

5. LEAA does not support expansion of the Public Safety Oﬂicers Benefits Act.
We believe the PSOB program, as now designed, provides a satisfactory le\ el of
¥ederal agsistance.

6. The position of the Deparbment of Justice does not conflict with its earlier
support of the Public Safety Officers’ Benefits Act. In testimony before this Sub-

committee approximately three years ago the Legislative Counsel of the Depart-
ment of Justice indicated that death benefits should be available only to survivors
of eligible officers who died as a result of a criminal act. He further stated that
hroader coverage is not justified by the Federal interest or involvement and that
“expansion to cover all job-related deaths would start the Federal Government -
don a road that is unwarranted and undesirable; in addition to placing upon
the Federal Government a further substantial costly Federal benefit program.”

7. LEAA does not compile this type of information, LEAA has no experience or
expertise in the management of insurance-related programs.

8; Inasmuch as LEAA has no experience or expertise inthis type of progrnm,»

we are unable to comment on the best manner to efliciently administer such a
- proposal. PSOB benefits are paid out of Federal appropriations. S
~ . '9. LEAA does.not have the data available at present, but will try to provide a
meaningful projection at a later date.
Mr. EiLBERG. Thank you very much, Mr. Lauer.
Our next witness is Mr. Pat Stark, presulent of’ the I‘ratemal Ol'del
of Police.
Mr, Stark?
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While Mr, Stark is coming to the microphone, I want to extend -
greetings to him from Charlic Gallagher of Philadelphia, my home

city.

TESTIMONY OF ROBERT H. (PAT) STARK, NATIONAL PRESIDENT,
FRATERNAL ORDER OF POLICE ‘

Mr. Stark. Thank you, Mr. Congressman.

* Mr. Chairman and members of the committee, I am pleased to be
able to appear before the committec this morning, and I also have
given a prepared statement on short notice, and I was notified in Vir-
ginia last Friday, so I would not take the time of the committee to read
that statement. i o

I would just maybe have a few brief remarks as to this bill. .

“Mr. Brusere. Without abjection, the statement will be made part of
the record. S

[The information follows:] .
: ‘ FRATERN AL OBDER oF POLICE,

Flint, Mich., August 14, 1978.
Re. H.R. 6845, :

Tn behalf of ali the members of the Fraternal Order of Police, I would strongly
nurge your support and passage of H.R. 6845. .

1t hias been common knowledge that for years police officers have been denied
the right to purchase insurance at the same premium rate as other citizens of
this country. Insurance to cover himself and his family is not a luxury to a
police officer, but a necessity. : :

As far back as 1950, I can personally attest io this fact, for as a young rookle
police officer, I experienced this. I was constantly advised by insurance agénts
that due to the fact I was a police officer 1 would have to pay higher premiums
for insurance than the average person and I was always being told that mine wag
a high risk job. : :

We in the Fraternal Order of Police have been trying for years to obtain
insurance for our members at a reduced rate, we are always met with the same
obstacle, we must insure one-hundred percent (1009%) participation of all of our
members in the particular insurance plan. This is virtually impossible, due to
the fact that our members have always been fighting mad at being penalized by
insurance companies due to the nature of their jobs as policemen.

Today’s police officers face many more problems than their predecessors. Police
in tne 1940's & 1950's did not have'the campus riots and the open warfare with
radicals as do today’s officers.

Police officers today are also busier fighting administrations for new benefits
and salary increases than they are fighting crime in the streets. Everytime you
pick up a paper or turn on a television, you see the police of some major city on
strike. This is not good for anyone concerned, however, it points out the fact that
today’s police officers are tirad of working for wages and benefits which are lower
than private industry, : o o

One of the key beneflts which always comes to light is insurance. This is &
very important issue. Those police officers involved in these strikes and slow-
downs are in reéality erying out for help. They are asking someone to realize that
they are tired of being treated as second class citizens while at the same time
they are expected to protect and guarantee the safety of all the citizens in their
community. T .

They are especially tired of being penalized in various ways because they
accepted the position of Leing a Law Enforcement Officer.

If any group in this country really needs all the insurance they can obtain, at

the best possible rates, it is today's police officers. In today’s apathetic society,
with the existarice of total lack of respect for luw and order, there are more
police officers injured and murdered than ever before, ig it any wonder that police
morale {8 at it's lowest point than ever before? S
Many good men are leaving the ranks of police departments-across the nation
because they are tired of facing the everyday dangers of their jobs and having
to fight to get better pay and benefits. They are especially tired of having to pay
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higher insurance rates to obtain protection for themselves while protecting those
citizens who enjoy the lower insurance rates that they are entitled to because
they are not police officers. . - ) .

I respectfully urge this committee to give all possible consideration in voting
favorably for H.R. 6845, then assist in passing it on the floor of Congress. In
doing so, you will be sending a message to all: Law: Enforcement Officers, across
the country, that you are interested in their welfare and that you are giving them
one of the benefits that has been denied theni for too long, and that you do not
consider them as being second class citizens. .

I know that this action will re-establish the police officers’ faith in our system
of government and will greatly lift their morale.

Respectfully, ‘ .
R, PAT STARK,
National President, Fraternal Order of Police. .

Mr. Stark. Thank you, sir. : v ‘

I can speak more or less from experience as a police officer on this
because I experienced this in the year 1950 when I became a rookie
police officer, and for years I had to moonlight at two and three jobs to
supplement my income, raising a family, and what irritated me and
most officers at that time was that we were denied the right to purchase
insurance at the same premium as other citizens of this country.

It has more or less been sticking in our craws all these years that we
are more or less being treated as sccond-class citizens by insurance
companies when they say that we must pay a higher premium because
the risk of our jobs. ‘

It is very prevalent today that this is shooting out all over the
country, and as the gentleman spoke about Memphis, Tenn., in all of
our arbitrations and negotiations on contracts, insurazce seems to be
one of the top subjects in those contracts. In Indianapolis we were
fortunate in our last one, that we did get the city to pay 60 percent,

- which we had fought for 4 years. Many cities don’t have this,

Speaking of the previous bill, the $50,000 survivorship bill, we were
very happy to see that biil pass and were very glad to see that it has
covered many police officers and their families; however, in today’s
police work, one of the major causes of death of public safety officers
1s stress, and that certainly is not covered in that bill,"and this is why
we try to get insurance rates for our people.

This is what we really want, to be treated like other people and not
have to pay these higher premiums. ' ‘ s

We wholeheartedly eéndorse this bill. We certainly hope that this
committee sees fit to pass this bill and we certainly hope to see the
House pass this bill intolaw. ' B

In Memphis, Tenn., that is not Fraternal Order of Police; that is
another organization; however, I have spoken to several of those
officers and 1nsurarnce 1s one of the top subjects of their contract. ,

I spent 5 days in the middle of June in Nashville, Tenn., to keep
them from walking out on strike, and that was one of the top subjects
in the negotiating contract. It is causing us a lot of problems in nego-
tiating across the ‘country, and this' is causing a lot of your police
strikes across the country because, as Mr. Kennedy stated, we do not
have the right in many States for arbitration and collective bargain-
ing, and when the administration slams the door in your face, it makes
~police officers mad today, and that is the cause of strikes.

But insurance is one of the key issues in many negotiations.
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1 think the passage of this bill, showing the law enforcement officers

of this country and firefighters of this country that the Government
does have an interest in them, and is worried about them, would help to

~ restore the morale of the police officers and firefighters in this country;
~and they really think out there today on the streets that nobody really

cares about them. , ,
- Teoiild try to quote figures to you, but I will try to talk in generalities-

" of what the man on the street feels, and this is the way they feel. This

has always been a controversial subject. I know it made me very mad
to have to pay higher premiums all the time, because I was a police
officer and every day that I was out on the street I had to protect the
rights of everybody else that got the rights at a regular rate. '

There are some insurance companies that we have approached in
our organization, to get total coverage for cur membership, but they,
too, have a clause that stops us. To get that rate from that insurance
company we have to insure that we will have total participation of our
membership, and this is very hard to do. So we have been stymied for
years in this area of insurance. :

I think this bill will give that officer coverage while he is working,
in case he is killed in an accident while responding to a run or if he has
stress on the job. :

You know, today we have a lot of problems we didn’t have years
back, and they are federally reg:. ited problems, so I think we are
going to have to help the police officers out there. It is unfortunate
that the Federal Government has to take these steps to help us because:
local and State authorities will not do so. ,

We run into a brick wall every time we go in to talk to a local -
administration or a State administration and the general assembly,
about insurance.

So I would certainly hope that you give this bill all possible con-
sideration and our membership across the country really supports this

“bill. We hope it passes.

T hope that I haven’t taken too much of the time of the committee.

Mr. Emsera. Mu. Stark, we are happy to hear from you. We have
just one or two questions: ,

I have received letters from police departments, including New
York City, Alameda County, Miami, Cincinnati, which all state that
police do not experience any greater difficulty than anyone else get-
ting life insurance. There seems to be either some disagreement or
gnavgareness on this issue and I wonder how you would respond to

hat ! , : :
Mr. Srark. Well, I don't know where they are coming from when
they make that statement, because I have talked to police officers in
those same States in my travels, and they all say that they have a
problem in contract negotiations with getting insurance benefits paid
for by their administrative heads of government, and that they are
denied many times adequate insurance coverage because of having to

- pay higher premiums. They can get the insurance, but they have to |
“pay a higher premium than anybody else; that is the point.

.Mr. Eruserc. We are told by some people that 68 percent of the

- public safety officers today are covered by group life insurance under -
“one plan or another. I wonder if you could comment on that?
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" Mr. Srark. They naturally should have. I would think a bigger -
~ .percentage would have because they must have that insurance, T had -
it for all these years but, like I said, since 1950 I have been penalized
~ because of my profession as a police officer and had to pay more

money. ~ ‘ ‘ Rk :
- Sure, they have it; they had better have it. It would be kind of
stupid not to have it. : - c -

Mr. Emsera. The dissenting views in the Senate report on S. 262

~ state that 68 percent of police officers are already benefiting from

group life insurance programs in which at least a portion of the
premiums are paid by the employer, and that similar figures pertain
to other public safety officers. ‘

- Before you answer the 68 percent part of the question, what about
. the fact that there are programs in which municipalities or other

entities are participating so far as premiums are concerned?
Mr. Stark. I really couldn’t answer that intelligently Mr. Chair-

man, until T would conduct a survey of those departments and really

find out what the county or city does pay, and what the officer pays.
Without those figures—I wouldn’t want to give you a wrong answer,

. sir, :

Mr. Emneere. Mr, Stark, we are very interested in the bill, but it
is likely that Congress will not be able to complete action in this

- Congress, and since we do have some time, I am wondering if you

have the facility or the facilities to conduct such surveys among you?

Mr. Stark. Yes, sir. We will conduct it through our membership.

Mr. Emeere. We would appreciate your doing that. L

Mr. Stark. You want the type of program they are participating
in, and what their percentage of payment into that program is, and
what the administration’s percentage is; is that correct? : :

Mr. Enzeerc. We would like a description of the kinds of insur-
ance provided, the benefits, and what the policeman and employer
pay. We are particularly interested in life insurance, accidental
%‘.eﬁth, and dismemberment insurance, which are the subject of this

i ; ,

Thank you very much, Mr. Stark.

Mpr. Stark. Thank you. ,

Mr. Emsere. The next witness is Mr. Kenneth Lyons, president of
the International Brotherhood of Police Officers. It is a real pleasure,
Mr. Lyons, to have you back once again. We were together on the
public safety officers benefits bill, together with other gentlemen in
the audience, but you were certainly a prime supporter of that legis-
lation. Let’s hope we get the same result here. :

_ TESTIMONY OF KENNETH LYONS, PRESIDENT, INTERNATIONAL

BROTHERHO0D OF POLICE OFFICERS; ACCOMPANIED BY LARRY

SIMONS, NATIONAL VICE PRESIDENT; ALLEN WHITNEY, EX-
- ECUTIVE VICE PRESIDENT; AND ANNE SULLIVAN, LEGISLATIVE
" OFFICER e e

Mr. Lyons. Thank you very much. Without your help, I know it :
wouldn’t have been successful.:Thank you very much, Congressman.
Mr. Exeero. Would you identify the folks with you, please? =
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Mr. Livons. Yes, To my right is Larry Simons, national vice presi- |
dent of the International Brotherhood of Police Officers; My, Allen
Whitney, executive vice president, the International Brotherhood of -
Police Officers; and Anne Sullivan, who is our legislative director -

for the International Brotherhood of Police Officers.
My, Eisere. Thank you.
Mr. Lyons. I will be very brief, Mr. Chairman, -
The International Brotherhood of Police Officers appreciates
being granted this opportunity to testify in support of H.R. 6845,

& bill to provide a nationwide program of life and accidental death -

and dismemberment insurance to public safety officers. :

We also would like to express our gratitude to Senator Edward
M. Kennedy for his introduction and sponsorship of this measure
in the Senate, and to the chairman of this subcommittee for sponsor-
ing and supporting it in the House. = - :

As you know, this bill was first proposed in 1972 and has been ap-

roved three times by the Senate. We are hopeful, despite the brief

islative period remaining in the current session of the Congress, that

e
1978 will finally see its enactment. o

The need for a program to bring life insurance costs within the reach
of law enforcement personnel is wéll-established and broadly acknowl-
edged. The principal question is one of responsibility : Why should the
Federal Government involve itself in providing insurance for public
safety officers employed by State and local governments?

In point of fact, the Federal Government is the only logical entity to

establish standards for, and administer a nationwide program which
is aimed at dealing with, & problem that cuts across local jurisdictional
boundaries.

The problem, which is tied directly and closely to the hazards of the
occupation involved, is that police officers find 1t difficult, if not pro-
hibitive, to obtain insurance; and when .they do obtain insurance the
premiums are higher than they are for other citizens of similar age
employed in less hazardous and less arduous occupations.

This is because insurance companies consider law enforcement per-
sonnel as a group to be higher risks than those employed in less haz-
ardous occupations.

The prohibitively high cost of life insurance for public safety per-

sonnel causes many police officers and firefighters to go without life
~ insurance entirely. When an uinsured police officer or firefighter dies,
his family is often left penniless. ’
. Congress has already acted to alleviate this tragedy in its most glar-
ing form. The Public Safety Officers’ Benefits Act of 1976 provides
for the payment of a $50,000 benefit to the survivors of polics officers,
firefighters and certain other officers who die as a result of personal
injury sustained in the line of duty. : L
There still remains a serions gap. Many uninsured public safety
officials die each year from causes other than line-of-duty personal in-
juries, They die from diseases associated with the stress of their em-
ployment, such as stroke, heart attack and bleeding ulcers. Others die
from causes that are not connected in any way with their profession.
All too often the families of these public safety officials are con-
demned to poverty. H.R. 6845, if enacted, would provide protection for
the survivors of public safety officials who die from causes that cannot
be considered line of duty. :

'
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~Current information provided the IBPO by officials of the Metro-
politan Life Insurance Co.—one of the industry’s largest-dramatically
underscores the disparate treatment experienced by police officers in
the life insurance market,

In purchasing standard life insurance, most of us are eligible for
what are described as preferred rates. Police officers, on the other hand,
are ineligible for these rates by virtue of their occupation and may
purchase insurance based on standard rates, For a 35-year-old male,
the load factor built in to standard rates, compared to preferred rates,
1s 25 percent for a 1-year term policy. '

The contrast is even sharper in terms of accidental death or dismem-
berment insurance. For the general population, such insurance is avail-
able at a cost of 6 cents per month per thousand. For a police officer,

‘the rate is nearly double, or 11 cents per month per thousand.

H.R. 6845 would create an insurance program for public safety offi-
cials that would, in many respects, parallel the Federal employees
group life insurance program, FEGLI. .

Mr. Eisere. May I interrupt for just a moment? I wonder if you
would be able to give us the place where you got those fignres regarding
cost of insurance? We would be very interested in having the source
of that information.

Mr. Livons. Sure.

Mr, Lyons. I contacted the vice president of the Metropolitan Life
Insurance Co. yesterday—Mr., Ambrose Redmond—and he got that,
information for me at 4 o'clock yesterday afternoon; and I also know
from our own accident and dismemberment insurance that we have
for our own members. ‘

For the National Association of Government Employees, the cost is
$8 a year. The cost for police, same type of insurance, is $15 a year.

Mr. Emsere. We will have to take a break for a guorum call.

[ Brief recess.]

Mr. Eirsere. The subcommittee will come to order.

Mr. Lyons, would you continue, please.

Mzr. Livons. It should be noted that along with life insurance, H.R.

- 6845 would also provide dismemberment, insurance. This provision fills

another gap in the current protection available to many public safety
personnel, The current plight of a member of the International Broth-
erhood of Police Officers who lost his hand in a shooting incident
illustrates the importance of dismemberment insurance. This police
officer was shot while confronting two men who were robbing a bank.
The officer observed the armed men leaving the bank. He drew his -
pistol and was ealling for assistance over his portable two-way radio

. when one of the robbers fired a shot that. hit the officer in the hand that

was holding the radie. The -bullet was deflected by the radio; other-
wise it would- have entered the officer’s chest, This man is lucky to be
alive today. However, he lost the nse of hischand. This officer will prob-
ably be given a medal. However, he will not be compensated for the
loss of his hand. Under the provisions of H.R. 6845, this police of-
ficer would receive compensation for his injury.

This bill embodies the very best type of federalism. The per capita

' cost of group insurance coverage. is reduced as the size of the group
- 1s-increased. By purchasing life insurance for public safety officers-on

n national basis, the per capita cost of the insurance will be reduced.
Further, no State orlocal unit of government will be compelled to con-
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tribute 1 cent to this program. This will create a national program
with the benefits of large size, yet it retains local and individual
options, : ) o

The people of this country ask police officers to risk their lives on a
daily basis, We of the IBPQ ask the Congress to help provide a mini-
mum level of protection to the families of those who put their lives on
the line to protect others. ‘ : ; i

It is clear that police officers, like everyone else, require adequate in-
surance, FL.R. 6845 would encourage State and local governments to
provide this insurance and, by creating a national group, this legisla-
tion will allow for substantial savings to State and local governments.

When you and your family need help, you know that the police wili
respond. Today the police officers of this country are asking for your
help. Thank you for your kind consideration and attention, o

Mr. Epere, Just a few questions, Mr. Lyons. Why do you believe
that the Federal Government’s financial contribution is advisable in .
this program?

Mz, Lyons. I believe that whether a police officer works for a town
or a city or the State, he is protecting Federal buildings, Federal agen-
cies, and Federal personnel. I fully rvealize that in many areas of the
United States, police officers are not adequately compensated as is per-
tains to their salary. Thus it is most difficult for them to obtain proper
insurance coverage because of the type of work that they perform and
the hazards involved.
~ Therefore, I believe that the Federal Government should get in-
volved in a small way, the same as they did in the $50,000 benefit pro-
gram that was passed 2 years ago. T do not think that the cost factor
here is that great. ;

Mr. Ersera. Can you give us some information on the difficulties
which your own association experiences when you are trying to obtain
group life insurance now under existing conditions and law?

Mr, Lyoxs. I know when we are negotiating contracts it is most dif-

ficult indeed to get insurance protection for our locals and for our

city or State or town police. Generally speaking, the agencies in cities
or towns will restrict the fringe benefits to cleaning their uniforms
or purchasing of equipment. ; :

But as far as accident and dismemberment insurance programs are
concerned, they steer away from that type of a program, although we
are gaining a hittle bit even in that area. '

Mr. Emnserc. A few moments ago you made reference to an officer
who became dismembered in the line of duty. Would not this officer
receive compensation for his injury under the State workmen’s com-
pensation laws? : '

Mr. Lyoxs. We hope he will, and without a doubt in almost every
case of an injury to a police officer, it is necessary for us to have:onr
attorneys file claims in behalf of these police officers who are injured;
in the line of duty. We have many that do not receive compensation ;
for a period of 1 or 2 years, and they have to.actually prove to a great
degree that the accident that befell them happened while they were on
duty, despite the fact that there are pictures in the paper showing the
culprit that caused the shot and so forth,

But we run into this on a continuing basis, the fight to get proper
compensation for the police officer who is injured in the line of duty.
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Mr. Emwnere. Mr, Lyons, I would like to make a statement here and
see how you respond to it. Do you believe that obtaining good life in-
surance is a high priority item with your members, or could the Fed-
eral Government use the money spent on this program more effectively
elsewhere? The costs would be in the neighborhood of $28 million per
year, This subcommittee has received little correspondence from police
on the issue which we are now considering, We have received more
letters from members of rescue squads who would like to be included
in the $50,000 death benefit act. ,

I wonder how high a priority this is with your members. And if it is
not so high perhaps the Federal Government could use the money here
in some other way. '

Mr. Lyons. Of course the No. 1 priority as far as T am concerned

and our members are concerned has to do with adequate salary Know-
ing full well that the Federal Government is not going to get involved
in that, I think we should drop down to the fringe benefii of the
police officer, and I think insurance is of a very high priority for these
police officers, ,

Mr. Exreerc. You get that from your membership ?

Mr. Lyoxns, I certainly am. :

Mr. ExmBera. And you are confident that it is a high priority item?

Mr. Lyoxs. I am very confident that it is. ;

Mr. Emsere, What 1s your best argument why the provision of life
insurance for State and local public safety officers should be a Federal
responsibility 2 I am sure you followed the Senate debate and indeed
the debates we have had on our public safety officers benefits bill which
we passed in the last Congress. Opponents of this type of legislation
say this is a local or State responsibility and that the Federal Govern-
ment should keep hands off. How do you respond to that proposition ?

Mr. Lyons. Again I would have to respond to state that the local and
State police on a continuing basis are protecting Federal properties,
Federal personnel, and are always involved with Federal policies and
procedures. Just as the FBI today is continually involved with the

‘actions of our police when they arrest somebody, aimost invariably

they are being brought into court and being charged with police bru-
tality, regardless of the nature of the beast they are tryin;y to arrest in
many cases, So'the Federal Government is involved in supzrvising our
police and the Federal Government is constantly on the alert as it per-

~ tains to how they protect Federal property.

Thus, I think the Federal Government should bé involved to a great,

-extent as it pertains to the welfare of thse police officers.

Mr. Eeere. I would suggest also from my experience working fox'

- passage of the Pubiic Safety Officer’s Benefits Act, which we enacted in

the last Congress, that part of the answer to the question is that in teo
many cases, the States and local communities just do not do the job.

- Public safety officers are so important in both non-Federal and Federal

protection and the Federal Government’s involvement is needed here

. because the States and municipalities are not doing their job in provid-

ing adequate benefits to the public safety officers,
0 you agree with that? ‘

Mr. Lyons. Absolutely. I do agree with it. I think that is 'why"wé

are having some of the serious problems today with police and fire-

* fighters, that the local communities aren’t giving due consideration
- to the police and firefighters in the type of work they are performing

and the amount of money they are paying them.
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. Mr. Ensere. If we assist public safety officers to acquire group life
insurance, should we also assist other groups of employees in this -
manner? ‘ ' :

Mr. Lyons. If you are talking about an employee involved in a
hazardous occupation that is in some way connected with the Federal
Government, my answer would be “yes.” If he is connected with the

grotection of nuclear projects or something of that nature, I would say
H Yes.”

Mr. EuBerc. Is group life insurance any more difficult for public-
safety officers to obtain than for any other group of employees? You
have given certain statistics which you have gotten from a life insur-
ance company regarding the cost of individual policies.

Mr. Lyons. That is right, from Metropolitan Life Insurance Co.

Mr. EicBere. I understand some insurance companies have stated be-
cause of younger age and good health, public safety officers are better
risks than other employees. How would you respond to that?

Mr. Livons. I wonld like to know who these companies are, because
then I will change our policies for our police officers and cut our pre-
miums down, ;

Mr. EiLBere. We will check to see if we have those names.

Mr. Lyons, we are indeed indebted to you for appearing here this
morning, you and your associates.. You know our devotion and concern
with the subject matter here involved. I want to thank you not only
for appearing but for your interest over the years in pushing legisla-
tion in this direction and helping us do our job. '
© Mr. Lvons, Thank you very much, Mr. Chairman.

Mr. Ereerg. I thank all of you. ,

[The prepared statement of Mr. Liyons follows:]

STATEMENT oF KENNETH T. LYONS, PRESIDENT, INTERNATIONAL BROTHERHOOD
OF PoLICE OFFICERS

Mr, Chairman; members of {he subcommittee; tis: International Brotherhood
of Police Officers appreciates bei pg granted this opportunity to testify in support
of H.R. 7004, a bill to provide a nationwide program of life and accidental death
or dismemberment insurance to public safety officers. ) .

. 'We also would like to express our gratitude to Senator Edward M. Kennedy
for his introduction and spousorship of thig measure in the Senate, and to the
chairman of this Subcommittee for sponsoring and supporting it in the House.
As you know, this bill was first proposed in 1972, and has been approved three
times by the Senate. We are hitpeful, despite the brief legislative period remain-
ing in the current session of the Congress, that 1978 will finally see its enactment.

The need for a program to bring life insurance costs within the reach of law
enforcement personnel is. well-established and broadly-acknowledged. The prin-
cipal guestion is one of responsibility : why should the Federal Government in-
volve itself in providing insurance for public safety officers employed by state
and local governments? .

In point-of fact, the Federal Government is the only logical entity to establish
gstandards for and administer a nation-wide program which is aimed at dealing
with a problem that cuts across local jurisdictional boundaries. The problem,
which is tied directly and closely to the hazards of the occupation involved, is
that police officers find it difficult, if not prohibitive, to obtain insurance; and
whén they do obtain insurance, the premiums are higher than they are for o_ther
citizens of similar age employed in less hazardous and less arcuous occupations:

This is becaiise insurance companies consider law enforcement personnel as a
group to be higher risks than those employed in less hazardops‘(\pccupntions.

The prohibitively high cost of life insurance for public safety personnel eauses
many police officers and fire fighters to go without'life ipsqmnce entirely. When
an uninsured police officer or the fire fighter dies, his family is often left penniless,
Congress has already acted to alleviate this tragedy.m itg most glangg form.
The Public Safety Officers’ Benefits. Act of 1976 provides for the paymunt of &
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-$50,000 benefit to the survivors of police officers, fire fighters and certain other
officers wh,(_) die as a result of personal injury sustained in the line of duty,

There still remains a serious gap. Many uninsured public safety officials die
eqch year from causes other than line of duty personal injurles. They die from
diseases associated“with the stress of their employment, such as: st;f'oke, heart

- attack and bleeding ulcers. Others die from causes that are not connected in any
way with their profession. y ) o ’
_All -too often the families of these public safety officials are condemned to

poverty, "H.R. 7(?0.4, if enacted, would provide protection for the survivors of

Iéult)llc safety officials who die from causes that can not be considered line of
uty. o : :

Current information provided the IBPO by ‘officials of the Metropolitan Life
Igj:sumnce Company, one of the industry’s largest, dramatically underscores the
disparate treatment experienced by police officers in the life insurance market.

it In pumhqsing standard life insurance, most of us are eligible for what are

described as “preferred” rates. Police officers, on fhe other hand, are ineligible
for these rates by virtue of their occupation and may purchase insurance based
on “standard” rates. For a 35-year-old male, the “load” factor builtin to standard

- rates compared to preferred rates is 25 percent for a one-year term policy.

The contrast is even sharper in terms of accidental death or dismemberment
insurance. For the general population, such insurance is available at a cost of
~six cents per month, per thousand. For a police officer, the rate is nearty double,
or eleven cents per month, per thousand. = )

H.R. 7004 would create an insurance program for public safety officials that
would, in many respects, parallel the Federal Employees Group Life Insurance
program, FEGLI. This bill contemplates no radical experimeritation; It provides
for public safety personnel an insurance program in a form . that has proven
successful for Federal employees. We see this insurance program as o necessary
ineasure to provide minimum insurance protection to public safety officers.

- It should be noted that along with life insurance; H.R. 7004 would also provide
‘dismemberment insurance. This provision fills another gap in the current protec-
tion available to many public safety personnel. The current plight of a meniber
of the International Brotherhood of Police Officers who lost his hand in a shooting
incident -illustrates -the -importance of dismemberment insurance. This police
officer was shot while confronting two men who were robbing a bank. The officer
observed the armed men leaving the bank. He drew his pistol and was calling for

assistance over his portable two-way radio when one of the robbers fired a shot

that hit the officer in the hand that was holding the radio, The bullet was de-
flected by the radio; otherwise if would lhiave enfered the officer’s chest. This
man is lueky to be alive today. However, he lost the use of his hand. Thiy officer
will probably be given a medal. However; he will not be compensated for the
loss of his hand. Under the provisions of H.R. 7004, this police officer would re-
ceive compensation for his injury, : : .

This bill embodies the very best type of Federalism. The per capita cost of
group insurance coverage is reduced as the size of the group is increased. By
purchasing life insurance for public safety officers on a nn,t‘ional basis, the_ per
capita cost of the insurance will be reduced. Further, no state or local unit pf
government will be compelled to contribute one cent to this program. Thig will
- ¢reate a national program with the benefits of large size, yet it retains local and

individual optizns, : g ’ S .

.The people of this countfy ask police officers fo risk their lives on a daily
basis. We of the IBPQ ask the Congress to help provide a minimum level of pro-
tection to the families of those who put their lives on the line to protect others.

It is clear that police officers, like everyoine else, require adgquatg ipsumnce.
H.R. 7004 would encourage state and local governments to-provide this insurance
and, by creating a national group, this legislation will allow for substantial say-
ings to state and loeal governments. . . . ,

When you and your fiamily need help, you know that the police will respond.

Today the police officers of this country are asking for.your help. Thank you for

your kind consideration and attention.

Our next witness is Bob Gordon, secretavy-treasurer of the Interna-
tional Conference of Police Associations. - .

- In recognizing you, Bob, I would like to say we lmv‘e’been through

a lot together and I would say that there is no man that spent more

- hours up here with us, guiding us, coaxing us, twisting our arms,

whatever was necessary to get that public'saﬁty benefits law through.
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I hope that-you and your organizati‘ony have gotten your share of

the credit. I certainly have, and T am very personally indebted to you
for helping me and the Congress get that through. :

TESTIMONY OF BOB GORDON, SECRETARY-TREASURER,’ INTER-

NATIONAL CONFERENCE OF POLICE ASSOCIATIONS

Mr. Goroox. Mr. Chairman and members of the committee, I appre-

ciate this opportunity to present testimony in support of the Public

Safety Officers Group Life Insurance Act. This legislation will author-
ize a much needed benefit for public safety officers and will assist State
and local governments in providing this coverage. - o

The International Conference of Police Associations and the Frater-
nal Order of Police, the two largest police organizations in the coun-
try, along with the International Association of Fire Fighters, lobbied
for passage of this legislation since the original proposal, S. 83, was
introduced in the 92d Congress by Senator Kennedy. The ICPA
offered testimony on this measure as far back as May 25, 1972. Since
that time, we have seen this legislation introduced and sent through
the committee system until it was offered as an amendment to the
Public Safety Officers Benefit Act in July 1976, only to see the amend-
ment dropped in a FHouse-Senate conference. ‘

‘We are grateful to the U.S. Senate for passing S. 262, by unanimous
consent in September 1977. We are further grateful to you, Mr. Chair-
man, for your support of this legislation and your past support of the
Public Safety Officers Benefit Act and the efforts put forth on behalf

of the widows and survivors of public safety officers. It is our hope
that this committee will recommend passage of this legislation even

though opponents of this bill can see no need for this measure in light
of the recent enactnient of the Public Safety Officers Benefits Act.

While this benefit has indeed lightened the burden of the survivors
of police officers and firefighters killed in the line of duty, the fact
remains that the public safety officers who do not succumb to job-
related illness and injuries are left completely unprotected. In fact,
in many cases, because of the fact that the officer did not die in the

line of duty or due to a job-related cause, there ave no funds available

to his survivors under the retirement systems in their respective
municipalities: ‘

The question most often raised is why the Federal Government, as
you just asked Mr. Lyons and several othets, should become involved
on the local and State level. My response has been that our Federal
Government has been totally involved in every aspect of law enforce-
ment since the Safe Streets Act, through LEAA, in college incentive
programs through LEEP, in rulings handed down by the Supreme
Court, in civil or criminal actions by the U.S. Department of Justice
against law enforcement officers who violate the civil rights of individ:
uals, minority hiring, affirmative. action, guidelines on height and
weight requirements, grants by the Department of Transportation for
the purchase of new vehicles and Department of Labor grants for
training programs that leave much to be desired. ,

* The Fedéral Government has become deeply involved in the every-
day operation of police departments throughout the country, yet when
it. comes to providiitg @ survivor with a small amount of life insurance
of which the local government and the officer would be contributing to,

“there is that ever-present opposition to such legislation.
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Various legislators have asked me why our union does not seek this

coverage on the local level rather than from the Federal Government.
There are presently 13 States that steadfastly refuse to provide collec-

tive bargaining for police officers. Until the time comes when public

-safety offices are permitted to negotiate for salaries and benefits, we

are forced to seek these benefits from the Federal Government: 1 tur- =

ther believe that it has been clearly indicated by the filibuster in the
U.S. Senate by the, right-to-work States to stall passage of the labor
reform bill, that they have no intention of allowing collective bargain-
Ing in the private sector let alone for public employees.

In addition, we have police officers in some parts of this country
earning as little as $7,500 per year. I am sure you will agree that $7,500
leaves little left over for luxuries or life insurance.

Senator Kennedy pointed out in his statement at hearings on S. 262 '

that public safety officers have been unable to acquire adequate life
insurance. His research showed that for some police officers, life insur-
ance was either extremely expensive or inaccessible and double in-
demnity was impossible to obtain.

Mr. Chairman and members of this committee, the ICPA, along

with our colleagues in the FOP and the IAFF, urge you to act favor-

ably and recommend this legislation for final passage.

You have asked several previous speakers if any surveys were taken
with insurance companies, and I would like to make this part of the
record. We have done our own survey of 24 States throughout this
country that are members of our international. It is pretty much of a

cross section as to who has and who does not and how much is pro- -

vided by the States, whether it is paid wholly by the department or an
outside agency. ; R

Mr. Emere. Without objection, we will make that part of the
-record. We are very much indebted to youn for that study. :

[The information follows:]

LIFE INSURANCE

Name of city or jurisdiction . Insurance provided by department?  Coverage
Arizona: Phoenix._ ... v — -Wholly paid by department. __..__._ $25,000 if kifled while on duty. $4,000 if off
) i duty. Dismemberment included if on duty.
California: )
Compton. ... ... ; . s . ;
Long Beach. ... $5,000. Dismemberment not included.

Los Angeles.....
San Francisco.
Canada: Toronto...__...

" 134 times annuat salary to the nearest $1,000
s accidental death and di b

) plu : ment,
Connecticut: Wilton. . - $10,000, Dismemberment included.

;glst;éct of Columbia. .._ $10,000, Dismemberment not included.
orida: ’ .
Jacksonville. __ . .uooooimenos Wholly pajd by department.___...... . Do, B
 Naples. . .l Partly paid by department.... ... Do.
Hlinois: p
Chicago. No i . :
i Whot $2,000. Dismemberment included.

$10,000, with annual premium of §1,
SN | K Dismemberment not included,

-~ Wholiy paid by-department.___. ... $10,000. Dismemberment included,
;‘ %tate troopers...... .. ikmdm Employee must pay for ifisurance._.. Yo .
ziyland: :

lowa: Waterloo. .

State's attorneys investigators.. Wholly paid byadépartment ......... 214 times. annual safa:){, B S
Montgomery County_—......... Partly paid by department._..._.... 2 times annual salary, -increased to the next
B ; ) : ~’."ﬂ’]‘9g rgulhple of $1,000. Dismemberment
] ) " included. :
Piince George's County .. ..... Wholly paid by department.__......_ 2 policies: (1) 2 times base yearly: salary;

R L . L . berment not included.
Michigan: Detroit_ . .....c... oznce Partly paid by-department.......... $12,500. Dismemberment lncludegi.

(2) 50 times base monthly salary. Dismem-. -



70

LIFE INSURANCE-Continued _ : 5

N ame of city or jurisdiction insurance provided by department? - Coverage
Minnesota: .
~ Minpeapolls . ocemomnenoonaile Wholly paid by department__.__.... $5,000 double indemnity lplus option to buy
- ) up to 2 times annual salary coverage, Dis-
: memberment included.
St, Loujs County . . .ooo e 80u i $8,000. Dismemberment not included,
Missouri: St. Louis_....-.__. e Partly paid by departrivent_ ... .. The next thousand of the officer's salary
R plus $3,000. Dismemberment included.
Nevada: Las Vegas._........ ... Wholly paid by department_...___.. $12,000, accidental - death, $6,000 natural :
death . Dismemberment included, e
New Jersey: s
Burl!ngton County Prosecutor S s 1 T $5,000. Dismemberment included.
Department. .
Camden...... PR 1 1 SRS
Cinnaminson. 2 NOme el o R
East Hanover._ .-~ Wholly paid by department .. $15 000, Dismemberment included.
East Orange.,. T L I K
Hoboken....ococo_caaanno. .- Wholly paid by department._....... 314 times last year's salary. Dismemberment
K not included.
Jersey City - $5 000. Dismemberment included. i
Newark.
Paterson.
Sayreville $20,000. D‘smemberment not included.
Trenton... - 3/§ times base pay. Dismemberment not
included.
New York: . .
Amherst. .o _iooliendiiienaio oo (1] S Y LAY 310 000, Dismemberment included.
’ Amr(yvrlle .................... I‘,:o..
Buffalo......-_._-._-._--_(.- Wholly pard by department ......... $5,000 plus $2,000 for each child and spouse
Dismembérment included.
Dobbs Ferry ........... s e [0 O SO 5,000. Dismemberment included.
l Tow! do. _ $20,000. Dismemberment included.
Federal Protective Service_.__ Paruy paid by department < 310,000. Dismemberment not included.
Freeport. . .coo__eoce- --. ‘Wholly paid by department________. $20,000. Dismemberment included,
Glens Falls. N ...............................
Gloversvitle._...
Greenburgh TOWn . e v Wholly paid by department ......... $10 000, Dismemberment included.
Hempstead I { 320,000, Dismemberment included,
Jamestown...___. do... e $20,000. Dismemberment not included,
Lioyd Harbor_. _._._.... s [ PR, ; 325 000 plus line of duly double rndemmty
“Dismemberment included.
Long Beach. oo o oom im0 e il 515 000 Drsmemherment included. -
tynbrook. .. < - $5,001 berment not jncl
echanicville. -'No i
Monticello : id by department..____.... $20 000 pius $10,000. Dismemberment
; included.
Mount Vernon. . ..o N0 it aee oo iamemcaaidCiodiiccmenmm e ean
Nassau Cuunh,.....-.._...-.. Wholly paid by department......... 1 month’s salary for aach year worked, to a

maximum of 12 months. Dismemberment
included,

New Castle’ I'own $25,000, Dismemberment included.

Northport. .. $7,500. Dismemberment included.

North Tonaw $10,000. Dismemberment not included,

Port Authority. .. .3 tlmlesdasnual salary. Dismamberment not
include

Poughkeepsie City i oioosoimunacs 80 o oo i $7,500. Dismembermant included.

Putnam Valley.__ A .. $25,000, Dismemberment included.

Rome.._. ... . . coooiiiiacaio...dol et v ima—————— $4, 000 employee; $2,000 wife; $1,000 de-
pendents Drsmemberment not included.

Southold Town_ ... ocia oo 0 i aaii e $1,500.

~ Tonawanda Town...... 5 .-. $10,000. Dismemberment nut included,
Westhampton Beach. ... oo . cocaialOiin o iiicinen e $7,500 -death and dismemberment polrcy
ohi : Dismémberment included.
- Ohio: .

Badford. .. oi e oiunrmeamniaanan N S $5,000, Dismemberment included, - Officer
has option to pay for more coverage

Clevetand. ______........_.l.. 3

Eastlake City. .. $7,500. Dismemberment rncluded

Gafield Heights

Highland Heights .. ...-.. N
Mansfield. . ... ... --- $5,000 in the fine of duty.
Mayﬁeld Vrllage . o
Mentor City. ... iciinuiannan 55 000 crown; $12,000 OML. Dismember-
'ment included.
Newargh LY No
< Olmsted Falls. .. Wholly paid by department. __...._. $25,000. Dismemberment included,

- $2,000, Dismemberment included.

- $7,500. Dismemberment not included.

Parma Heights
Seven Hills
Shaker Hel
Sotan City
Texas:
“ Houston__ == $16,000. -This: amount israised annually.
Dismemberment incluced.

San ARONI0. vas i icmnnas cioa o [+ 2 -~ $10,000, Drsmemberment included, .
Vermont: State troopers --« Annual salary, D berment not included. i
Virginia; Artington. ... . occcoiinooiu.. 00 0. - oims gl de s s Nearest thousand. up from  annual salary. 3

Dismemberment included,
Wisconsin: Milwaukee. ... . ciooonoooo. 11 LA 14 ﬂén%s salary. Dismemberment  not
. B . included. :
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__Mr. Emeera. We have a few questions. Mr. Gordon, if the Federal
Government contributes to life insurance benefits for public safety of-
ficers, should we also contribute to health insurance and other benefits
"in order to make employment as a public safety officer more attractive?

Mr. Gorpon. I think:I would have to respond, Mr. Chairman, that
again if this was in the hazardous capacity, I would probably have to
say yes in that area. But other than that, I would see no need for it.

Mr. Exeerc. By hazardous do you mean related to the line of duty?

Mr. Gorpon. Yes. '

Mr. Emeere. Is group life insurance any more difficult for: public
safety officers to obtain than for any other group of employees? Is
that included in your study? : :

Mr. Gorpbon. Well, life insurance, to be honest, we have not really
come across—it is that hard to obtain. False arrest is almost unbeliev-
able to obtain, That seems. to be a No. 1 priority with our peonle.

But on life insurance, the funding of it is the big issue. Again, it is
in the area of collective bargaining. Qur people can just not afford it.

Mr. EwserG. Cannot afford— '

Mr. Gorbon. The premiums.

*Mr. Emsera. For life insurance? : '

Mi. Gorpon. Yes, sir. I have found in contradiction to some of the
testimony just given here that there is not that much of a problem ob-
taining this insurance except it is the funding problem. We know of
nobody who has been turned down as a group for life insurance because
of the occupation of police officers.

Mr. ExLBERrG. Does it cost more ?

Mzr. Goroox. No. We have not come up with—it costs more.

Mr. Eiserag. Are you talking about accidental death insurance?

Mr. Goroox. No, sir, regular life insurance. S

Mr. EnBera. Please describe again the results of your survey. &

Mzr. Goroon. The study that we did was as to who provides the insur-
ance, whether it is paid by the department, and the type of coverage
that the officer would receive, Dismemberment is not included in Long
Beach, Calif., in Los Angeles, San Francisco.

I might add again, Mr. 'Chairman, this happens to be another State
that has no collective bargaining. If we had collective bargaining, no
doubt every department in California would have life insurance in-
cluded in their benefits. L .

In Connecticut, some pay, some do not. Florida is wholly paid, some
partially. Illinois has no coverage whatsoever in the State. One depart-
ment does have a $2,000 dismemberment. clause. ‘ :

M. EiLeerc. But you are saying that the premium is siot greater for

life insurance? ' ' ;

Mr. Goroox. That is correct. , g

Mr. Eusere. The problem, as far as you are concerned, is that a
group plan is not being provided by many State and local governments
or that it is being provided in inadequate amounts. ‘

Mr. Gorpox. That is correct. : ,

Mr. Ewsere. Why do you believe that the Federal Government’s
financial contribution is advisable in this program? Can a police as-
sociation such as yours purchase an adequate group plan for its

‘members? o . . :

Mr Gorpon. I thought I sort of encompassed that in my testimony as
to why the Federal Government. I imagine we would have to say the
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same things about the civil rights movement. It is ‘just the plain fact

that the 13 States that provide no collective bargaining will not provide

us the opportunity; as I stated to you many times, to go into negotiat-
ing such a benefit for our members. If I can sit on the other side of the
table and negotiate this, God bless me; and if I can’t, they should get

. somebody clse to do the job,

The fact remains that is not provided for ug, and we have to seek
this from the Federal Government ag we did the $50,000 bill because
these States just will not recognize the fact, as Mr. Hall just said in
Memphis—that happens to be our member association and we deplore
what has been taking place down there. But on the other side of' the
coin, our people have been jacked all over the place down there. The
president of our association was on the “Today” show this mornng.
Tt is now spreading to the sanitation department just because of the
fact that the city refuses to recognize the collective bargaining process
or binding arbitration, whichever the case may be, including the fire-
fighters.

Mpr. ExLerc. Mr. Hall. )

Mr. Harn. Mr. Gordon, we have passed legislation to allow certain
amounts of money to be paid to widows and orphans. Now we are
coming in on the Insurance program. At what time in the future will
the Federal Government be called upon to start paying the salavies of
the policemen?

Mr. Gorbox. I personally hope that never happens, Congressman.
I think it would end as I have stated, when there 1s a true nationwide
collective-bargaining bill for public employees and police officers and
firefighters. We then can negotiate with the various municipalities.

Until that time takes place and there is an amendmnent to the labor

laws in this country by Congress, this is going to continue until we
have that right to go in and collectively bargain for these benefits and
salaries. o

Mr. Harr, Do you think at some time in the future the Federal Gov-
ernment, will be called upon to pay the salaries of all police officers and
firemen? S

Mr. Gornox. No, sir, I do not. I think that is quite evident with
what took place in the city of New York. Three thousand of our mem-
bers were laid oft due to the economy. We made an urgent plea to main-
tain these police. Funding from the LEAA was solicited. Needless to
say, we were turned down, so I can never visualize the Federal Gov-
ernment is going to be paying the salaries of police officers.

Myr. EmLsere, Mr. Gordon, we are indebted to jyou once again for your
testimony. Thank you. ' B

[The prepared testimony of Mr. Gordon follows:]

STATEMENT OF ROBERT D. GORDON, SECRETARY-TREASURER, INTERNATIONAL
. CONFERENCE OF POLICE ASSOCIATIONS

‘Mr: Chairman and members of the committee, I appreciate this opportunity to
present testimony in support of the Public Safety Oflicers Group Life Insirance
Act. This legislation will authorize a much needed benefit for public safety of-

ficers and will assist state and local governments in providing this coverage.

The International Conference of Police Associations and ‘the Fraternal Order

“of Police, the two largest. police organizations in the country, along with the
. International Association of Fire Fighters, lobbied for passage of this legislation

ginee the original proposal, 8. 33, was introduced in the 92nd Congress by Senator
_ Kennedy. The ICPA offered testimony on this measure as far Lack as May 25;
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1972. Since that tiine, we have seen this legislation introduced and sent through
the Committee system until'it was offered as an amendment to the Public Safety

‘Officers Benefit Act in July, 1976, only tc see the amendment dropped in-a House/
" Senate Conference. v )

We are grateful to the U.S. Senate for pnssing' 8. 262, by unanimous consent.

in September 1977. We are further grateful to you, Mr. Chairman for your sup- -,

port of this legisiation and your past support of the Public Safety Officers Benefit
Act.and the efforts put forth on behalf of the widows and survivors of public
safety officers. It is our hope that this Committee will recommend passage of this
legislation. even though opponents of this bill can sec no need for this measure
in light of the recent enactment of the P.S.0.B.A, While this benefit has indeed
Jlightened the burden of the survivors of police officers and fire fighters killed in
the line of duty, the fact remains that the public safety officers who do not suc-
cumb to job related illness and injuries are leff completely unprotected. In fact,
in many cases, becansge of the fact that the officér did not die in the line of duty
or due to a job related cause, there are no funds available to his survivors under
the retirement systems in their respective municipalities. i

The question most often raised is why the Federal Government should become
involved on the local.and state level. My response has been that our Federal Gov-
ernment has been totally involved in every aspect of law enforcement since the
Safe Streets Act, throngh LEAA, in college incentive programs through LEEP,
in rulings handed down by the Supreme Court, in civil or criminal actions by the
U.S. Department of Justice against law enforeement oflicers who violate the civil

rights of individuals, minority hiring, affirmative action; guidelines on height and -

weight requirements, grants hy the Department of Transportation for the pur-~
chase of new vehicles and Department of Labor grants for training programs tiat
leave much to be desired. The Federal Government has become deeply involved in

the every day operation of police departments throughout the country, yet, when. .

it comes to providing a survivor with a small amount of life insurance of which
the local government and officer would be contributing to, there is that ever
present-opposition to such legislation. . i

Various legislators have asked why our union does not seek this coverage on
the local level rather than from the Federal Government. There aré presently 13
States that steadfastly refuse to provide collective bargaining for police officers.
Until the time comes when public safety officers are permitted to negotiate for
salaries and benefits, we are forced to seek these benefits from the Federal Gov-
ernnmient; I further believe that it has been clearly indicated by the filibuster in
the U.S. Senate by the right to work States to stall passage of the Labor Reform
Bill, that they have no intention of aliowing collective bargaining in the private
sector let alone for public employees. -

In addition, we have police officers in some parts of this country earning as
little as $7,500 per year. I am sure you will agree that $7,500 leaves little left

. ‘over for luxuries such aslife insurance.’

Senator Kennedy pointed out in his statement at hearings on 8. 262 that
public safety officers have been unable to acquire adequate life insurance. His
research showed that for some police officers, life insurance wag eithér extremely
expensive or inaccessible and double indemnity was impossible to obtain,

- Mr. Chairman and Members -of this Committee, the ICPA, along with our
colleagues in the FOP and the IAFF urge you to act favorably and recommend

. “this legislation for final passage. ‘
Mr. EmBera. Our next witness is Mr. Fred Schillreff, representing

the International Association of Fire Fighters. ,

“We welcone you, Mr. Schillreff, and you may proceed as you wish.

TESTIMONY OF FRED SCHILLREFF, INTERNATIONAL ASSOCIATION

OF FIRE FIGHTERS

; Mr: SCILILLREFF. Thank you, Mr. Chairman and Mr. Hall and mem-
bers of your staff. I will try to be brief this morning. I had this

- vesponsibility given o me at the Jast minute while our president is in
Las Vegas at our international convention. He would like to provide -
-additional data to you in the future. :
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I would like to have my testimony submitted for the record and let
it stand at that. :
Mr. Eiserc. Without objection, the statement will be made a part
of the record, ; : .
[The information follows:]

STATEMENT o FRED SCHILLREFF O8N BEHALF OF THE INTERNATIONAL ASSOCIATION
oF FIRe FIGHTERS

Mr. Chairman, my name is Fred Schillreff and I appear before you today on
behalf of the International Association of Fire Fighters, representing approxi-
mately 175,000 Professional ¥ire Fighters throughout the United States and
Canada. I would like to first extend the apologies of our International President,
W. Howard McClennan, who was unable to appear before you today to preser}t
thig testimony, as he is attending our organization’s Bienniel Convention this
week in Lag Vegas. I would also respectfully ask that he be allowed to submit
more specific testimony in the near future and present today, this brief presenta-
tion before you. :

The International Association of Fire Fighters fully supports 8. 202-H.R.
6845 which would authorize group life insurance programs for public safety
officers and to assist State and local governments in providing such insurance
programs by underwriting a portion of the premium. This piece of legislation
was introduced in the Senate by Senator Kennedy (D-Mass.) in the last session
of Congress and passed by that body. During deliberations on the Public Safety
Officer’s Dreath Benefit Act, Senator Kennedy amended the substance of the Act
onto the public safety officer's bill. Realizing that the insurance bill may impede
the progress of the $50,000 Death Benefit ‘Act, he agreed to withdraw it and
handle it separately in this Congress.

We are very pleased that this committee is holding hearings on H.R. 6845, not.
only because of our strong commitment to the bill, but of the need which exists
among people in the public safety field for the benefits it provides. -

In 1968 as a result of the Federal Crimeé Commission Report, it was recognized
that law enforcement personnel and fire fighters have great difficulty in obtaining
any type of comprehensive life insurance.

If you are u janitor in a school, you can get group life insurance; if you are a
teaclier in the public school, you can get life insurance, but if you are a fire
fighter or police officer you may not be able to get it. In further instance after
instance the record shows that you cannot get it. In some States policement are
able to buy eonly $2,000 of insurance. Passage of this legislation is recognition of
the fact that those who are in the front line providing security to the American
people should be able to receive insurance, assuring security for their families
and for their children. -

The Congress recognized this*concept when it provided insurance for the
Armed Forces, for the people who are in the front line protecting the security
and defense of the United States. That same Congress should be able to provide
it for those who are in thie front line of our domestic security—our fire fighters
and police officials. It is strictly a voluntary program, but if they decide to par-
ticipate, they will be able to get a life insurance policy-. )

What we are talking about is a small modest program. The Federal Government
is liable only up to one-third of the insurnnce premiums. The program is admin-
istered through LIIAA. 1t is going to depend upon the participation of the State,
the loeal community and the local officials themseves. We are not promoting o
total underwriting by the Federal Government. What this legislation would do is
provide important incentives by providing group life insurance to local law en-
forcement officers and fire fighters of this country who want it. The Federal cost
will be $26 million the first year, $27 million tlie second year, and $29 million the
third year—if almost (00,000 public safety officers in this country actually utilize
the program. We are not, talking, therefore, ‘about great amounts of money.

Under the bil], the Law Enforcement Assistance Administration would purchase
~ a national group policy from eligible nationwide private life insuratice carriers.
Coverage and administration of the program would thus be undertaken by the
private sector. Any applicable unit of state or local government could apply to
LEAA to participate in the program. Officers in participating groups could elect
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not to be covered; those remaining in the program would have their share of the
premiums deducted from their- wages, LEAA would pay up to one-third of the
total cost of the premiums, leaving the remainder to be covered by.the insured
and/or the employing agency.

Coverage would be at a level of the ofﬁcer s annual salary .plus $2,000, with o

“floor of $10,000 coverage rising to a maximum of $32,000. Accidental death and

dismemberment insurance would be included with the usual double indemnity -

feature, LEAA would set the premium.
Werare aware that public safety is and must remain a local responsibility. If

‘an existing state or local group life insurance plan is already in'existence which .
provides similar coverage for public safety officers, eligible officers would choose

in a reférendum between the Federal and local plan If they choose the local
plan, they would still be eligible to receive a significant Federal subsidy, without
being bound by the provisions of the Federal program. The bill thus respects fully
the interest of states, localities and their officers in their existing plans.

Mr. Chairman, the need for this type of group insurance program is just as
appirént now as it was in 1970 and 1972 when the Senate passed similar meas-
ures. Today, faced with the hazards and dangers of our high risk occupations,
many public safety officers find themselves unable to acquire regular life insur-
ance. Even if they are eligible, premium costs may be prohibitive and insurance
benefits restricted.

If public safety officers try, despite the possibility of such obstacles, simply to
buy as much insurance as they think they need for themselves and their family,
they are held back by the disgracefully low salaries they so often receive. In a
1972 survey of 300 New York City policemen,; 95 percent said they felt their
salaries were too low for them to afford adequate life insurance.

Further; employer-supported group plans to remedy the insurance problems of
public safety officers vary widely in their coverage and are frequently not offered
at all, More importantly, LEAA figures show very clearly that under 4 percent

‘ . of all officers - have coverage as high as the $10,000 minimum which would be

provided by this amendment,

~The picture that emerges of available msurnnce is a-very mixed one with some
officers enjoying good benefits at reasonable cost but many others having little or
no coverage, higher cost, or less fav oraLle conditions, Many areas. are unable or
unwilling to provide this benefit, which is so important both to our members and
to the recruitment and retentlon of highly qualified personnel. Simply stated,

because of job hazards, disgracefiilly low salaries and public employer-inaction—

all factors which are job related—many fire fighters and their families are in-
ndequately protected against death or major disability on or off the job.

We hear a lot of talk about the need to support the efforts of our public safety
personnel in making this Nation a safer, better place in whlc‘\ to live. ThlS bill -~

provides an opportunity to back up words with action.
‘We would like to thank you Mr, Chairman, and. your Commlttee for the oppor-
tunity -to present our views on this matter and would hope that you would

take positive action voting to report H.R. 6845 moving it one step closer to realitv :

for all fire fighters and police officers in this nation:

Mr. Exsera, Do you wish to make any comments with regard to the
statement ?

Mr. ScrirLrerr. No; I do not,

Mr. Eisere. Mr, Schllh‘eﬁ we will read your statement very care--

«fully and if we wish to talk to you further or have questions we will be

in touch with you later. Thank you very much for coming. Tell your

president we will pay close uttentlon to what yousay.

Mr. Scamuererr. Thank you, sir.

Mr, Emnere. Our next witness is Mr. Richard Minck, who is an
actuary emp]oyed by the American Council on Life Insurance The

council is the largest trade association of life insurance companies. We -

requested the councll to provide ug with an expert witness who would.
be able to analyse the 1e«r191ahon and we were 1(\fened to Mr 1\[mck
Mr. Minck. :
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TESTIMONY OF RICHARD MINCK, ACTUARY

Mr. Minck. Thank you, Mr. Chairman. I am employed by the Ameri-
can Council of Life Insurance. However, I am appearing here this
morning as a private citizen and as an actuary, none of the things 1
am saying this morning are on behalf of either my em}l)lloyer or any of
our member companies. I mentioned in my statement who my empl%ypr
is simply to give some idea of my background. I have been involved in
the group insurance business for more than 20 years. '

Mr. Kiperre. Can I gness that is there is a divergence of opinion with-
In your association as to the approach toward this legislation?

Mr, Minck. No, Mr. Chairman, I do not think it is that, It is just
that this bill is not one that we have any official policy on. The de-
sirability of enacting such a bill is not something for the insurance busi-
ness to comment on, But, if you do enact such a bill we are anxious
to offer help to make sure the insurance mechanism is set up as
efficiently as possible. ' ‘

~ Mr. Emsera. Is the council taking a position on this legislation ?

M. Minck. No, it has no position to take. :

M:r. Exsera. All right. Please proceed.

Mr. Minck. The statement—and I apologize for any errors in it—
was done on extremely short notice late yesterday afternoon.

Mr. Exrnerc. We are glad to have you anyway.

Mr. Minck. It covers basically the way in which premiums are
established and certain common features of group insurance plans. In
most instances the bill that is before you is written in such a fashion
as to fall in neatly with most group insurance practice.

There is one section in which I raise a minor question, namely the
section which covers duplication with the Federal gratuities under
the other program. It is set up in an odd fashion, I think. If you enact
this bill, you will have a death benefit payable to the individual under
any circumstances of say $20,000. There might also be an accidental
" death benefit of $20,000. In some cidses that will be payable under the

master group plan you are setting up, in other cases under existing
coverago that the municipalities alveady have, :

Mr. Eunere. As I recall, Mr, Minck, the life insurance benefit pay-
able would be the amount of the officer’s salary plus $2,000 and it
could be considerably less than $20,0007? ,

Mr. Minck. Yes; I was merely giving that as an example. The same
thing would be true if it were $10,000. The point I am making is this,
the insurance company will automatically pay the claim after receiv-
ing proof of death if 1t is the carrier under the Federal program this
bill would establish. If the employee happens to be covered by a
municipality under an existing group insurance contract—you have .

“provision for that possibility as well—the claim will be automatically
paid by the insurance company writing that contract. It, may not be
clear for some time whether or not the individual’s beneficiaries are
cligible for a gratuity. : : :

It seems to me it would be a lot easier to administer a duplication
provision if it were done the other way, that is, if you reduced the
gratuity by any amount of life insurance benefit paid rather than the
way the bill seems to be drafted.




7

Mr. Emwsere. T am not sure I understood that point. Would you

© mind rephrasing it? ' :

Mr. Minck. One of the advantages of being covered under a group
life insurance policy is that once death occurs the claim will be paid
and the beneficiary will have money to live through:the next month.
The dependents of some public safety officers will he eligible for
gratituities under the bill that you passed last year, others will not.
But under the normal operation of major group insurance case, the
death claim and the money would be paid immediately to the bene-
ficiary. So if you amended the bill so that death claims were paid in
any event and any adjustment was made in the gratuity, the money
could come to the beneficiany at the point in time he or she needed
it _most.
© Mr. Ersere. What is your opinion of the track record of group life
insurance in the United States? ‘ :

Mr. Minck. Oh, of course, I favor group life insurance. I think

the widespread coverage in the United States indicates that most

people find it a very useful thing,

"Mr. Emeera. T would like to ask a few questions. Would you like
to first proceed with your statement?

Mr. Minck. That was really the only point I wanted to highlight.
What I would like to do is respond to questions either directly or in
writing, whichever you prefer.

Mr. Emsere. We would like to ask you some questions now if we

may. We will make your statement a part of the record at this point

s, M

without objection,
[The information follows:]

STATEMENT oF RICHARD MINCK, VICE PRESIDENT AND OHIEF ACTUARY
: OF THE AMERICAN CoUNCIL OF IIFE INSURANCE

'

My name is Richard Minck, Vice President and Chief Actuary of the Ameri-
ean Council of Life Insuriance, a trade assceintion whose member companies
~write about 95% of the group life ingurance written by U.S. companies. I am
appearing to offer some comments on the basic insurance features of the bilt
before the Subcommittee and to respond in a general way to some questions
which have been raised by the staff of the Subcommittee, My statement, will bhe
primarily concerned with current practices in the fleld of group life insurance.

1. GROUP LIFE INSURANCE PREMIUM RATES

4, Compu-t"dtions of initial rates :

" In order to calculate the initial premium rates for a new case, companies
obtain a census showing how much insurance will be issued at each age. The
amounts of insurance at each age are multiplied by the tabular gross preminm
rate for such age, and the resulting gross preminmng are added together. Any

additional premiums required. because of hazardoug occupations are added to -

produce a basi¢ premium. This basic premium is then rediced by an “advance
expense and contingeucy adjustment” factor. which depends on the size of the
case,

The advance adjustment recognizes the inc¢idence of expenses and the mar-
gins needed for contingencies. Some expenses—such as State premium taxes—
vary by the amount of premiums a case produces, Other expenses vary by num-
ber of lives insured or numbers of claims experienced. Still other expenses—
such. ag the costs of establishing records for a case and issuing & contract—
are relatively constant regardless of the size of the case. The net result of this
rather complicated pattern of expense variation is that eéxpenses ag a per cent

of premium tend to decrease ns premiums incrense but not bevond n . certain

point, The same ig true for marging needed for mortality fluctuations and for
contingencies.
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B. Separate rates for separate employers

The calculations outlined above set the initial premium rates. In group insur-
ance cases involving a single employer, it is customary to express the premium
rates to be charged in terms of so many cents per month per $1,000 of insur-
ance—based upon the preceding calculations, If several separate employers are
involved, separate premium rates are developed fer each employer reflecting
the distribution of insurance on his employees, Otherwise, an employer for

whom most of the insurance would cover rather young employees would find .

that he could do better purchasing such insurance outside the proposed case;
This is particularly significant for the case to be established by the .bill since
many state and municipal governments have existing groiip life insurance cov-
erage for public safety officers and would naturally compare the costs of the
two alternatives.

C: Providing for special hazards

The premium rates generally used are applicable to a wide range of industries, '
but in some cases additional premiums may be required to cover special hazards. -

In general, insurance companies have not had to charge extra premiums for
group life insurance on groups including public safety officers. However, extra
premiums have been required for group accidental death and dismemberment
coverage. The reason for this difference is that much of the extra hazard repre-
sented by these groups is the additional risk of accidental death: If a group were
to have an expected 200 deaths per year and an expected two accidental deaths,
the costs of one additional accidental death would be hominal as far as life insur-
ance claims were concerned. However, the accidental death and dismemberment
claims costs would be 509 greater than normal.

D, Ezxperience rating

The procedures outlined above establish the premium rates charged for the
first year. In subsequent yedars, the premium rates charged will reflect the
experience. that actually develops under a case. The experience rating process
also provides for retrospective rate credits or dividends to be determined at the
end of each year to the extent that the premium charged is determined to be niore
than required. Employers use such rate credits or dividends to pay future
premiums or may have such amounts held by the insurance company in a
contingency reserve to help stabilize future experience. This latter approach is
currently used in-both the Federal Employers Group Life Insurance ease and

the Servicemen’s Group Life Insurance case,

II. PROVISIONS QUSTOMARY TO GROUP LIFE TNSURANCE PLANS

A, Conversion - privilege

Yirtually all group life insurance contracts in the Uniled States provide that
in the event of termination of employnient, coverage under the group insurance
contract continues for 81 diiys and that any timé within that period an employee
may apply for an individual policy providing the same amount of life insurance.
The individual policy' must be issued at standard rates regardless of the health
of the employee (although an approprinte extra premium may be charged if the
employee enters a hazardous occupation)., The value of this privilege to the
employee ig shown by the fact that mortality under such converted policies has
heen many tinies higher than mortality under corresponding policies issued to
individuals who have heen found to be standard risks. The costs of such extra
mortality are borne by the group case under which the conversions are made,

It is important that the period for extending coverage and the period for apply-
ing for a converted policy be the same to avoid any interruption in coverage, and
a one-month period ig virtually universal. The conversion privilege applies to life
insurance; accidental death Lenefits or disalilty benefits are not normally in-
cluded in the converted policy.

B. Disability provigions . . .

Most group life insurance policies provide disability benefits, The benefit most
commonly included in modern contracts provides that in the event an employee
becomes disabled, life insurance coverage will be continued and premiums for
such coverage will be waived until the employee recovers from his disability, The
cost of such a benefit is included in the premiums generally quoted. .
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C. Employee contributions

Most. group life insurance plans provide for the same rate ot’ employee ‘con-
tribution per $1,000 of insurance regardless of the age of the employee. This
approach is much simpler to administer than {he alternative of varying employee
- contributions hy age. Younger employees find such an approach acceptable since
the employer usually pays much of the costs and the remaining contribution is
low compared with the cost of individual insurance even' for very young em-
ployees. In addition, young employees will one day become older and enjoy the
advantage of the fact that eontributions remain level. There are a few: excep: -
tions—some group life insurance polices cover professional associations and
each member pays for the cost of his own coverage. In such cases where there
is no substantial employer contrlbution, employee contrﬂmtions must vary by-the

B age of the amployee.

D. Accidental death dnd dwmembermcnt bencfits

1t is quite common for a group life insurance plan to provide ndditloual
insurance against accidental death or dismemberment. Such benefits have a
relatively low cost, although an additional premium would usually be charged
for publlc safety officers. Occasionally the benefit is written on request for some
groups’ as an accideniul death benefit without provisions covering dismember-
ment. There is very liftle difference in the costs of these two forms of coverage.

B, Beneﬂccary provisions

Normal priictize it group life insurance is to make the benefit payable to the
person. named by the employee when he applies for coverage—subject to sub-
sequent change ‘hy “the employee. The listing of preferential classes. of bene-
ficiaries—ag waiy-done in the Servicemen’s Group Life Insurance plan—is unusual
and presiimably meets special needs of the particular group.

I, Changes in amounts of insurance.

Most group life issurance plans under which the amount of insurance an
individual has is a function of his salary, provided that the amount may be
increased at. the next premium due date following the increase in salary. Most
plans do not provide for reductions in amounts of insurance, in part, at leasf,
because, reductions in salary tend to be relatively rare. If employees are paid
purely by commissions or have wages that fluctuate widely for some reason,
a group life insurance plan may provide an individuual with an amount of insur-
ance based on average income over a period of years.fo avoid frequent changes
in.amounts of insurance (either 1p or down). .

G. Participation requircments ‘ : R

State laws generally require that where an employer pays the full cost, 100%
of his eligible eniployees be covered for group life insurance. If emp]oveeq con-
tribute to the cost, state laws generally require that at least 75% of the eligible
cmployees agree to be covered hefore the insurance can be issued. In a case
involving more than one employer, such participation rulerormally apply to each
employing unit. In some types of cases, state laws set somewhat less stringent
participation requirements than these. The purpose for such requirements is to
ensure that a case covers u reasonable cross section of the risk in the absence
of individual underwritinig. Otherwise, the standard premium rates will prove
inadequate ; as the premium rates subsequently increase, continued participa-
tion will beeome unattractive except to those employees in poor health, nnd the'
case may eventually collnpse

H. Statule of ltmitatirms

Normally group insurance contracts are silent about the statuto of limitations,
und rely on the laws of the applicable jurisdiction. A different approach was taken
‘for the Servicemen’s Group Life Insurance plan. A four-year provision was
ineluded, presamably - because of the uncertainties of bittlefields. The more
customary approach was taken for the Federal Employees Group Life Insurance -
plnn :

) ln OTHER MATTEBS
A. Reinsurance o

It is not uncommon for large group insurance cases to:be reinsured From
the ‘viewpoint of the primary insurer, the risk may be so large that the pos-
sibility of adverse claim experience is too great a risk to. be acceptable From
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-the viewpoint of the employer, there may be various businéss reasoﬁs for wanting

the case to be shared by several insurance companies. The customary approach
under such circumstonces ig for the primary insurer to administer the case
completely and for the other insurance companies involved to participate in the
financial experience of the case. Reinsurance arrangeinents have been made for
both the Federal Employees: Group Life Insurance case and the Servicemen’s
Group Life Insurance case—bnt on slightly different terms. .

. Baisting group life insurance 5

The current situation of public safety officers differs from that of servicemen
and federal employees before those plans were established in that many public
safety officers are already covered by group life insurance nnder.existing plans.
Unless the Federal subsidy is established such that the cost of continuing existing
plans is subtantially the same as the cost of participating in the new. plan, theré
will be pressure to drop existing plans and enroll public safety officers under the.
new Federal plan. Where existing plans cover other state or municipal employees,
this ~would create particularly difficult problems. This is another reasoir for
charging separate rates foi-eéach separate employer participating in the Federal
program. : .

o, Provision to prevent duplication with Federal gratuitics

Section 803(d) provides that policies purchased under this subpart may pro-

vide for adjustments to prevent duplication of payments under any program of

a

“federal gratuities for: 'killed or injured public safety officers. Since coverage
- could be under an existing progrant of group life insurance issue to a state or

local government, any program to avold duplication of payments would operate
more smoothly if reductions were made in federnl gratuities to reflect life insur-
ance benefits rather than the other way around.

Mr. Emsere. Mr. Minck, you were here during Mr. Pat Stark’s
testimony ? : : g '

Mr. Mivck: Yes, gir.

Mzr.. Eavsere. If my recollection: is correct, he stated that in order
to provide life insurance to their members the FOP must gurantee
full participation of their membership. Is that so? Why is total partic-
ipation of membership necessary to write a policy for that organiza-
tion’s members? ) , :

Mr. Minck. The laws of the several States set, participation-require-
ments for group life insurance cases. The purpose for such laws is to

insure that you have a reasonable cross section of risk. If a grouj-were.. -
written where only 2 or 3 out of 100 decided to participate, almost ~
certainly ti )

wise 2 or 3 would not be in average health,

Mr. Emstre: Does the provision in the bill that allows individual
pu_bh'((j1 gafety officers to opt out of the plan ereate a problem in that
regard? o o

Mr. Mayox. Yes, if enough opted out so yeu did not have a reason-
able cross section, However, if the plan calls for a contribution by the
officers, they should be allowed to opt out. Again, the usual State laws
in empioyee-employer group situations requires that if the employer is
paying the full premium, everyone has to be covered. If the employees-
pay for somie part of the coverage, then you need 75 percent participa-
tion, There are other types of groups for which you have somewhat
different requirements, but, that is the basic participation requirement,

for groups of employées.
Mr. Ernsere, Can you briefly describe for us the advantages and/or
isg yia i-an insurance prospective of a group life insurance |
policy for publig safety officers? And in that connection what are the
essential differences between these policies and individual policies?
My, Mixck. One basig difference between a group policy and an in-

- dividual policy is that in group insurance you have a central mech-
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anism for recordkeeping. That includes keepmg track of who is
insured and how much they are insured for; biiling premiums, includ-
ing the determination of how much money is needed each month or
year, depending on frequency with which premium payments are
made ; and for processing and paying claims.

Those sorts of savings reduce appreciably the cost of coverage as

_contrasted to the sale of a policy to each individual. The whole proc-

ess of group enrollment is much less expensive. than 'havmnr agents
go.out to each individual and solicit insurance.

You have slightly higher mortality costs, but only shghtly, if you
get a big enough cross section in the group.

The chief advanta ges from the point of view of what the insurance

company reflects in premium rates are in the area of administrative
savings.

From the point of view of the indi udua] the advanta«re is' the em-
- ployer contribution which ranges from qulte commonly all of the pre-

mium to, say, half, From the viewpoint of the employer, there is
broader penetration and more employees are covered than would be

covered if you had to rely on individual solicitation.

Mr. Erceere. How does this proposed plan for public safety officers
differ from what is offered to Federal employees and servicemen ?

Mr. Mivck. The relationship between the Government and the cov-
ered group would differ. In the other cases you have a single employer,
of course, ard the Government operates much like any other employer
does for group insurance on his employees. In the case of theproposed

bill, you would have a whole seriesof csiployers. The Federal Gov- =~

ernment, would be acting, I guess, as a tmrd -party agency. But out-
side of that, the plans w would be quite similar and the benefits from
the point of view of the participants would be quite similar.

Mr. Ewsere. How would you evaluate the success of the plans for

- the servicemen and the Federal emp]ovees9

Mr. MiNck. My undelstandmrr is that the plans have been v ery.suc-

cessful from the point of view of the participants. Certainly the com-

panies have had no problems administering them, and I believe the
Government has been satisfied with the results.

Mr. EmeerG. Mr. Minck, you have heard several witnesses this morn-
ing testify as to the higher costs of obtaining insurance for policemen
and firemen, pm.‘tlcu]a"]y accidental death insurance and dismember-
ment and sometlmes life insurance. Can you develop statistics to dem-
onstrate to this subcommittee the extent to which public safety officers

pay more for the kinds of insurance provided by this proposed
legislation?

M. ‘Minck. I would be happy to put together some figures. It has

been 4 or 5 years since I last looked at it, the smmtmn has- nobably '

changed very little in the interim. ,
‘Basically there was very, very little additional nsk for the basic

Jife insurance coverage. Most companies issued individual life insur-
ance policies at standard rates. For accidental death and dismember-
- ment coverage the risk was very close to double the normal risk, but

- this coverage has quite a small plcmlum as compared w 1th life
insurance.

Mr. Emnere. Would you give me an example of ﬂnt" \Vou]d it
lﬂlSG the premium from $50 to $1009

/ K
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Mr. Minok. Yes. If you had, say, $1,000 of insurance coverage, again
suppose it were term life insurance, you might be paying $9 a year
premium as a standard risk. Instead of paying, say, 75 cents a year for
the accidental death coverage, you may be paying $1.50. The point 1s
simply this, if you have a hundred deaths of all kinds during the year
and you have two extra deaths, it does not make much of an impact on
your life insurance cost (2 percent). But if you normally have two
accidental deaths, two extra accidental deaths result in a 100-percent
ingrease in cost of that coverage.

Mr. Emsrre. Will you look iiito the current statistics and send them
into the subcommittee? ’

Mr. Minck. Yes, sir.

The cost of group insurance, of course, will depend on the experience
of the group. The figures I gave you before are for individual life in-
surance policies for people with specific occupations. There are many
types of employees involved in most municipa) employee benefit plans,

not, just policemen and firefighters, so those s atistics are not quite as

easy to obtain. , ;
[Mr. Minck submitted the following information after the hearing.]

The member companies that we contacted report that they sell life insurance
coverage to city firemen and policertien at standard rates. Some companies
reported selling accidental death benefits to firemen and some policemen at
standard rates. However, it was more common to charge an additional premium
ranging from 509% to 1009 for firemen, motorcycle policemen and detectives.
Some companies reported charging an additional premium for such coverage for
all policemen.. Again, it should be emphasized that the premium. for insurance
agninst accidental death is much smaller than the premium for life insurance.

Noue of the companies that we contacted which write group insurance made
any provision for additional premiunms for grou;s life insurance covering police-
men or firemen. Of course, the premium charged on a group life insurance policy
after the first year reflects the emerging experience of the case. Therefore, if
there were axtra mortality, it would be reflected to some extent in premium
rates eventually paid. )

My, Ersere. What would be the effect of providing for no financial
contribution by the Federal Government to premium payments in this
program, and what would be the effect of a greater Federal contribu-
tion than one-third? ; S

Mr. Mi~ck, Our experience has been that where the employer makes
no contribution, the success of the plan is much less likely. Employees

.. do not participate adequately, and often those cases will prove un-

- successful. In the private market it is quite common to have heavy
employer participation in the costs, for a number of reasons: First, an
employer establishes a fringe benefit program for the benefits he gets
out of it, as well as for the benefits his employees get from it.

‘Second, if you look at the tax situation, in either case the employer
gets to deduct either wages or premiums he pays for fringe benefits.
The employee is taxed on wages but not on fringe benefits, unless the
group life insurance exceeds $50,000, so for the same amount of
money the employer gets more effective use of it by putting some of it
n contributions rather than all of it in wages. | :

If the employer is the Government, you do not have the employer
deduction but you still have the same effect, that is, for the same total
amount of money in wages or contributions to employee benefit plans,
the employee is better off if the employer contribution is substantial.

e T iy
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Mr. Exsera. Suppose the Federal contribution is more than one-
third ; how would you respond to that?

Mr. Minck. I think the higher the percentage of «,ontrlbutlon by
the employer the more likely the plan is to be successful.

~ Mr. EiLsere. Are there any aspects of the plan in the bili which you
consider not feasible from an actuarial standpoint?-

Mr. Minck. Not that I have seen, sir.

Mr. ErLsere. What division of admlmstratlve responsibility between
the employer, the Federal Government and the life msmance com-
panies would be most economical? =

Mr. MiNck. At one extreme you might have the life insurance com-
panies ]\eeplng all of the records and bl]lmg each municipality indi-
vidually. I think that would be the least efficient and the most
expensive.

If you have an existing mechanism whereby the municipalities could
‘take advantage of Federal recordkeeping, the more you make use of
that mechanism the more efficient the program would operate and the
less costly it would be.

Mr. Emsere. That would follow from the fact the msurance com-
panies would have less work to do on these policies?

Mr. Minok. Yes, that is right, and you could piggyback it on some
other existing mechanism.

Mr. Emeerc. Do you know how much more public safety ofﬁcers pay
for accidental death coverage?

Mr. Minck. As I say, it basically would be an extra 50 to 100 per-
cent. But again, on a relatively small premium.

Mr. ELsere. Do you know what, if any, increased cost there would
be for a public safety officer for life insurance and dismemberment,
insurance ?

Mr. Minck. Usually the dismemberment is pa»rt of the accidental
death benefit. It is written as one coverage.

Mr. Emserce. You said the increase on that wou]d be 50 percent.

Mr. Mi~nck. It would vary from company to company. Five years
ago I think the companies I contacted ranged from 50 to slightly over
100 percent, but again on a small premium. '

Mr. Eisere, Mr. Hall,

Mr. Harr, I have no questions.

Mr. Emsere. Mr. Minck, how does the life insurance benefit in this
proposal which pays an amount equal to the officer’s salary plus $2 000
compare with other group and nongroup plans?

Mr. Minck. Private employers tend to provide slightly hlghex bene-

fits than that currently. I would say that the average benefit would
be closer to two times annual salary rather than one tlmo But it will .
vary from industry to industry.

Mr., E1eera. Mr. Hall.

Mr. Harr. I notice on the last page of your testlmony de'lhncr thh
section 803 (d) of H.R. 6845, which reads:

(d) Any policy purchased under this subpart -may provide for ndjustments

to prevent duplication of payments under any program of Fede ml gratuities for .-

killed or injured public safety officers. S

NI
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Tt*was my understanding that this payment would be in addition
to any sums that may be paid for under any other Federal program
thatis now in existence. It that not a correct statement?

‘Mr. Mivok. It may be. When I read the secticn of the bill I thought
it meant that you would reduce the group life insurance benefit to re-
flect any other gratuity or payments under any other Federal program.
I thought that was what was meant by providing for adjustments. If in
fact you are paying one in addition to the other, then I see no:need for
the section at all, S : i

Mr. Hawr, Mr. Chairman, what is our intention there? Will this
~ amount be subrogated, using that term very broadly, to any sums pre-
viously paid under any other Federal program?

Mr. Emserc. The legislation, Mr. Hall, would grant discretionary
authority to LEAA to purchase a policy which would limit the life in-
surance benefit if the beneficiary is being compensated by an existing
Federal program. Frankly, before we could move on the bill, I believe
we would have to examine that provision quite carefully.

Mr. Harr. I see a conflict from the last page of your testimony that -
I had not seen before and had not considered as being a part of this
bill, Tt certainly would need some additional discussion.

That is all T have. c o

Mr. Emserc: Mr, Minck, can you provide the committee with statis-
tics on the number of public safety officers who are now covered by
group insurance plans and a description of those plans? ’

Mr. Mixok. Mr. Chairman, I can certainly try to'do that. One prob-
lem I had indicated earlier, in many cases what you will have s a
city covering all of its employees and the statistics the insurance com-
pany would have would simply be the number of employees. It would
not be divided into which are public safety officers and which are
others. T think it might be very difficult to get those numbers out but
I will certainly try. What I will do is contact the major group com-

panies and see what they can provide us. ;

- Mr. EmLBera. We would be most grateful for that.

[Mr. Minck submitted the following information:]

We contacted several companies writing group life insurance with this ques-
tion. Unfortunately, none of the companies were able to answer the question.
The problem ig that group life insurance policies covering employees of a state
or municipal government commonly cover all such employees. Therefore, there
is no separate identification of how many of the covered einployees are, in fact,
policemen or firemen or correction officers. Therefore, we believe the only reliable
‘sources of information on this subject are the governments involved or organiza-
tions of policemen, firemen or correction officers. v

Mr. Emsera. The Senate Judiciary Committee report on S. 262 has
estimated that the total annual cost to the Federal Government for the
first 8 years of this program will be a maximum of $28 million per
year. ‘Can you provide us with your own independent cost analysis of
this legislation, and also, how the costs would be calculated? Would -
“you work at that for us? ‘ e

Mr. Mivok. 1 would be happy to try. But, of course, a figure like
that is subject to great uncertainty in that you do not know in advance
how many people actually would be participating in it. I can give you

e
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o figure per head, and that would give you a range depending on how

many people in fact did elect to participate in the program.
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[Mr. Mincksubmitted the following after the hearing:]

AMERICAN COUNCIL OF LIFE INSURANCE, .
) Washington, D.C., September 11, 1978.
_ Congressman JosHUA EILBERG,
Chairmen, Subcommittee on Immigratton, -Oitizenship, and Intemattonal Law,
U.8. House of Representatives, Washington, D.C.

. 'DEAR CONGRESSMAN EILBERG: After your hearings of the Subcommittee on
<Immigration, Citizenship, and International Law on H.R. 6845 (Group Insurance
for Public Safety Officers); you asked me for an estimate of the potential costs
of the legislation. The actual costs are dependent on how many state and munic-
ipal governments take advantage of the opportunity for Federal subsndy of group
life insurance covering their employees It, therefore, is difficult to give a reliable
estimate of the costs—either in the inith ¥cidrs of such a program or in later
years when more governments may. be able to take advantage of the program,
Keeping these warnings in mind, I would estimate the cost. of the bill to the
Federal government to be somewhere between 25 million dollars and 50 million
dollars per year. .

“The cost of providing coverage for an individual policeman, fireman or cor-
rections officer should be somewhere between $150 and $200 per year. The Federal -
share of that wouid be somewhere between $50 and $65 per year. According to
the statistical abstract projected by the Department of Commerce there are ap-
proximately 1.2 million people working in police departments, fire departments
or correctional institutions in the United 8fates. An assumption that participation
in the plan of somewhere between 50 percent and 75 perceént of those eligible
would be achieved in early years leads to the range of figures shown in my esti-

. _mate. There would, in addition, be some administrative ¢osts assumed by the

Federal government However, such costs might not be identifiable, This would

be particularly true if the administration of such a plan.could be incorporated.

with other activities involving the Federal gowernment with local authorities.
Please let me know if any other mformation in- this area-would be helpful
Sincerely,

*'RICHARD V. MINCK,
Viece President and Chief Actuary.

- Mr. Emesre. Mr. Minck, we want to thank you very much. You have
been most cooperative and you are a valuable aid to the subcommittee.
T am hopeful that you will be able to develop the information we have
requested.

Mr. Minck. Mr. Chairman, I will be happy to try. ;
Mr. Emeera. We have last but not least, representing the John Han-
cock Mutual Life Insurance Co., Mr. Paul H, Gregg, vice presxdent ‘r‘nr
" group’ insurance sales.
Mr. Gregg.

TESTIMONY OF PAUL H GREGG, VICE PRESIDENT FOR GROUP IN-
SURANCE SALES, JOHN HANCOCK MUTUAL LIFE INSURANCE CO.

Mzr. Grege. Mr. Chmrmzm, I greatlv '1pprec1ate this opportumfy to
testify, and I would respectfully request thah my: full statement be
made a part of the record.

 Mr. ExLBEra. Without ob1ect10n, it will be made a part of the record :

[The information follows 4] o

PREI’ARED Sm’rmmm or Paut H. Gm:(,G th PRESIDENT, JOHN HANCOCK
: * MuTUAL LIFE INSURA‘\'CL‘ Co. . . :

’\Ir Chmrmnn and members of the subcommxttee. I wish to e\press my nppro-
-cintion,” Mt. ‘Chairman, for this opporjunity to testify again on this qnbjeet T
‘would respectfulls request: that my full statement be made part .of the record,
John Harncock is one of the major companies in the insurance industry with life
insurance in force in excess of -$100"billion-and a leading writer of Group Life

Y
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insurance. I am appearing to testify in support of H.R. 6845 and comment on
gome of the technical features of the bill from ‘an insurance underwriting stand-
point and requirements of existing state insurance statutes and other local gov-
ernment laws, It has been the privilege of John Hancock to provide Group Life
insurance protection for many state, county and municipal police and ﬁreﬁgl}ter
henevolent associations where the benevolent association is a Group policy-
holder and where the entire cost of the insurance protection must be borne by the
oflicers themselves through increased membership dues. .
We endorse a Group Life insurance and Group Accidental Death and Dis-
memberment insurance program for state and local government public safety
officers whéreunder the insurance protection costs would be federally shared and
the insurance. would be carried by private insurance companies with benefit pay-
ments being made by these companies. o )
Public safety officers must be compensated and careers for public safety of-

. ficers must be. enhanced and made more rewarding so as to attract and retain

qualified personnel. The relatively low income levels of public safety officers limit
the amount of insurance they can afford.

1t-is very much in the public interest to provide public safety officers with low
cost Group insurance benefits at a level similar to those provided to other citizens
in the communijties where they live and work. These dedicated public servants
deserve not only up-to-date training and equipment but also up-to-date employee
fringe benefits. )

The mass purchasing power of the Federal Government and the ¥Federal sub-
sidy proposed under FLR. 6845 will bring the cost of Group Life insurance and

Group Accidental Death and Dismeinberment. insurance protection within . the

means of public safety officers throughout the nation. o

In our opinion, H.R. 0845 could be turned into a viable and workable program
providing proper provisions can be-established with respect to (a) minimum
enrollment criteria, and (b) requirements of existing State insurance statutes
and other local government laws. :

Let me now comment on several technical aspects of the bill. Séction 803 (d)
states, “Any policy purchased under this sub-part may provide for adjustments
to-prevent duplication of benefits: under any program of Federal gratuities for
killed or injured public safety officers.” Section 803(c) relates to Group Acci-
dental Death and Dismemberment insurance and Section 803 (e) goes on to talk
about Group:Life insurance. Partially because of the posifioning of §03(d), I
find it unclear as to whether the non-duplication concept described in Section
803 (d) refers just to the Group Accidental Death and Dismemberment insurance
or both Group Life insurance and Group Accidental Death and Dismemberment
insurance. B

Group Accidental Death and Dismemberment policies often contain limitations
to the effect that benefits will not be payable for such losses as suicide or war
or any act of war. Therefore, it could Le appropriate to include a further limita-
tion for loss as a direct and proximate result of personal injury sustained in the
line of duty. This would lessen the duplication of payments under any program
of Fedevzl gratuities for killed public safety officers.

Group  Life insurance policies issued by insurance companies in this country,
on the other hand, contain no limitation with respect to cause of death. T¢ in-
clude a Yimitation to Tecognize the Federal gratuities provided under Public Law
94430 would unduly restrict the scope of Group Life insurance coverage for
publie safety officers. . -

I regpectfully submit two suggested changes in the Act for your consideration
with respect to minimum enrollmert criteria : ‘ .

1. Add the following wording at the end of the first sentence of Section 803(a)
“and (3) ‘provided 75. percent of all eligible public safety cfficers of such State
or unit of local government are insured under the policy.” = : :
"2, Under “Miscellaneous™ replace Section 6 with the following wording:

*'No insurance shall become effective until'at least 75,000 public safety officers
of one or more participating States or units of local government are enrolled for
ingurance under this Act. Subject to-this requirement, the insurance provided for

under this Act shall be placed-in effect for the public safety officers of any State’

or unit of local government participating in the public safety officers’ Group Life
Insurance program on a date mutually agreeable to the Administration, the in-

‘surer. or insurers.and the participating State.or unit of loeal government,”

By way of explanatiofs, let- me comment that the actuarial soundness of the

_plan: can only be achievid by securing a Ccross gection of those eligible  which

BR\S
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matches the assuinptions made in' determining the rate of premiums to be
c_harged; also, the'plan. should be so designed as to eliminate as much anti-selee-
tion under the plaxn as possible. ‘

Most State ingurance laws mandate a 75% enrollment requirement.: Sound
-underwriting principles dictate the applicability of the 75% criteria to each unit
of local government. The minimum requirement of 75,000 lives ensures the par-
ticipation of at least some larger State or units of local government and thereby
reduces possible anti-selection and minimizes administrative costs per unit of
local government, . - s v

Next is the matter of requirements of existing State insurance statutes and
other local government laws. Because the Act establishes obligations for ‘the
insurance company which contravene the requirements of some applicable State-

;.7 insurance laws, consideration should be given to a specific provision in the Act

stating that to the extent the insurance provided under the Act conflicts with the
_insurance laws of any State; such insurance laws shall not be applicable to any
insurance company insuring or reinsuring any such insurance policy or granting
conversions- under such ‘Act. I have specifically identified the applicable  State
insurance laws in the Appendix of my full written statement which is submitted
for inclusion in the record, ) 5
Similar consideration should be given to a specific provision in the Act with
respect to local government laws which may prohibit the withholding from salary
of premium contributions for public safety officers who have not affirmatively
authorized such withholdings as required by applicable local law. g i
Again, thank you for the opportunity of appearing before you ; I will be pleased
to attempt to answer any questions you may have.

APPENDIX

REQUIREMENTS OF EXISTING BTATE INSURANCE STATUTES AND OTIIEE LOCAL
: B GOVERNMENT LAWS .

Section 803 contemplates that all full-time public safety officers of a given local

-government unit who desire to participate in the plan will be automatically
insured unless the officer elects in writing not to be insured. This raises the ques-  ~*

tion whether the local government laws will permit the deduction from._ salary
from an officer who neither elects in, nor elects out of, tlie Group plan. )
Section 806 provides ‘that where the required premium contribution is not
withheld from-the officer’s wages, the amount of the required contribation will
be deducted . from - policy ‘proceeds. This would appear to contravene several
State insurance laws, ‘ , :
Section: 809 provides for the payment of proceeds to the beneficiary designated,
and in-the absence of a designation, for the payment to certain classes of close
relatives: The Section also provides that if claim is not made within two years
of death the amount payable shall escheat to the credit of the revolving fund.
These provisions contravene the required Group Life Policy Standard Pro-
visions Law, including that of the District of Columbia, which require payment
to the beneficiary designated. .
Section 810 requires the policy stipulate “the maximum expense and risk
charges for the first policy year, which charges shall have been determined by
the Administration on the basis consistent with the general level of such charges
made by life insurance companies under policies of Group Life Insurance issued.
to large employers.” . : ’ :
This section requires such maximums be continued from year to year except
that the Administration may redetermine them by agreement with the insurer or
insurers. This raises the question whether the Act requires a guarantee of ex-
penses and risk charges which is prohibited by insurance laws. -
" Section 812 raises the question as to whether or not the referendum referred
to is binding on a local government according to the requirements and per-
. missions of local law. : :

Mr, Grega: My employer is one of the major companies in the insur-
ance industry, and a leading writer of group life insurance, with life
insurance in force in excess of $100 billion. I am appearing to testify
~in support of H.R. 6845 and comment on some of the technical features
of the bill from an insuraiice underwriting standpoint and the require-
ments of existing State insurance statutes and other local government
laws. ‘ ‘ ~ ‘

i
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It has been the privilege of John Hancock to provide group life
insurance protection for many State, county, and municipal police and
- firefighting benevolent associations where the benevolent association is
a group insurance policyholder and where the entire cost of the insur-

ance must be borne by the officers themselves through increased mem-

bership dues. = ; :

T would say parenthetically, because this has been a subject in earlier
testimony, that under these police benevolent and firefighter benevolent
association plans my particular company does provide group insurance
protection at standard or unloaded premium rates. , .

We do endorse group life insurance as well as group accidental death
and dismemberment insurance for State and local government public
safety officers where the insurance protection cost would be federally
shared and where the program would be administered by the Federal
Government with the insurance itself carried and the benefits paid by
private insurance companies. '

Public safety officers must be compensated and careers for public
safety officers must be enhanced and made more rewarding so as to
attract and retain qualified personnel. I think that might well be the
key issue. The relatively low income of public safety officers limits the
. amount of insurance they can afford. We believe it is very much in the
. public interest to provide public safety officers with low-cost grou

life insurance benefits at a level similar to those provided to other citi-.

- zens in the communities where they live and work. .
These are dedicated public servants who deserve not only up-to-date
training and equipment but also up-to-date employee fringe benefits.
The mass purchasing power of the Federal Government and the Fed-

-eral subsidy proposed under H.R. 6845 will bring the cost of group

life insurance and group accidental death and dismemberment insur-
ance within the means of public safety officers throughout the Nation.

In our opinion, H.R. 6845 could be turned into a viable and work-
able program providing proper provisions can be established with
respect to, first, minimum enrollment requirements and, second, re-
quirements of existing State insurance statutes and other local govirn-
mental laws.. . . -

I have one question and several recommendations. The question
relates to the section that has also been discussed by several people

today which is the nonduplication provision in section 803. As you - k

know, it reads: ~

Any policy purchased under this subpart may provlde,fof adjustménts to

prevent duplication of payments under any program of K¥ederal gratuities for
killed or injured public safety officers. . . :
This parti¢ular section, which is part (d) of the 803, follows the
section on group accidental death and dismemberment. It is unclear to
" me as to whether 803(d) refers to just the accidental death and dis-
memberment insurance or to the group life insurance as well. T would
say as a-matter of precedence, we in the insurance industry would
.~ typically provide group life insurance policy proceeds for death from
_any cause without any such caveat, and I would recommend just in
terms of employee understanding that the group life insurance not
- contain a nonduplication provision. S L
It would be more practical to include a nonduplication provision
-under the accidental death and dismemberment coverage. Maybe to
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' enlargé on that a little, if you have a public safety officer insured with

an income of say $22,000, his life insurance would be $25,000 and his

- accidental death coverage also would be $25,000. I would recommend

that the group life insurance benefit of $25,000 be paid regardless of

‘any Federal gratuity, but you could have a nonduplication provision

with respect to the accidental death and dismemberment benefit.

Mr. EiLBere. Are you arguing against paying both the present bene-
fit for line of duty deaths and the life insurance benefit?

Mr. Grege. I am arguinig against issuing a policy where an em-
ployee has in his possession a statement that he is covered for group
life insurance for $25,000 and then when it comes time to submit a
claim his beneficiary is told that coverage is not provided under the
policy. This would not be typical of any group life insurance policy
that we now provide to people in this country. ‘ ‘

.My recommendations are ones that I have made in previous testi-
mony. With respect to. minimum enrollment criteria, add the follow-
ing wording at the end of the first sentence in section 803(a) “and
(3) provided 75 percent of all eligible public safety officers of such
State or unit of local government are insured under the policy.”

It would be my recommendation that the 75-percent requirement
apply to each unit of local government. Qtherwise you could have a
situation where, say, the city of Los Angeles with maybe a 30-percent
participation would be subsidized by other cities having a high level
of participation. Chicago with its Jow participation would be insuring
primarily substandard risks and this would adversely affect the future
costs of the whole program, ,

I also suggest that section 6 be replaced in its entirety and have some

wording to the effect that no insurance coverage shall ‘become effective.

until at least 75,000 public safety officers of one or more participating
States or units of local government are enrolled for insurance under
this act. Subject to this requirement, the insurance provided under
this act shall be placed in effect for public safety officers of any State
or unit of local government participating in the program on the date

- mutually agreeable to the administration, the insurer or insurers and

the participating State or units of local government. -
By way of explanation. and Mr. Minck has already referred to this,

I believe it is an accepted concept that the actuarial soundness of the -

plan can only be achieved by securing a cross section of those eligible,
which matches the assumptions made in determining the rate of pre-

- miums to be charged.

Also the planshould be so designed as to eliminate as much anti-.

selection under the plan as possible. Most. State insurance laws as well
as sound group insurance underwriting practice dictate the 75-percent

enrollment. The minimum requirement of 75.000 lives insures the |

participation of at least some of the larger States and units of local
government, and thereby reduces possible antiselection and minimizes
administrative costs per unit of local government. ‘

The 75.000 lives requirement would be roughly 10 percent of the

total eligible group. I think if you do not have at Jeast 10-percent

participation of the total eligible group you cannot have an actuarially

sound or viable group policy.

Next, is a matter of the requirements of existing insurance statutes -
and other local government laws. Because the act establishes obliga--
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tions for the insurance company which contravene the requirements
of some applicable State insurance laws, consideration should be given
to a special provision in the act stating that to the extent the insur-
ance provided under the act conflicts with the insurance laws of any
State, such insurance laws shall not be applicable to any insurance
company insuring or reinsuring any such insurance policy or grant-
ing conversions under such act. _ .

I have specifically identified the applicable insurance laws in my
full written statement which is submitted for inclusion in the record.

Finally, consideration sheuld be given to a specific provision in the
act with respect to local government laws which may prohibit the
withholding from salary of premium contributions for public safety
officers who have not affirmatively authorized such withholding as
required by the applicable law. : o
~ The act does not require that they specifically make application. It

merely provides that you can opt out if you elect not to be insured.

That, Mr. Chairman, is my statement. I appreciate the opportunity
to testify.

Mr. Kiusere. Going back in your testimony, are you saying there
is little, if any, need for the Federal Government to assist public safety
officers in obtaining normal life insurance, and instead they do need
help with regard to obtaining help with regard to accidental death
and dismemberment coverage?

Mr. Greee. No. My position is they do need the Federal subsidy so
they can afford an adequate level of group life insurance coverage.

My, Exeeere. I am sorry, would you repeat that.

* Mr. Greae. The main 1ssue is that public safety officers throughout
the country do not have an adequate level of life insvrance protection
and their incomes generally do not permit, them to purchase group life
insurance in the amounts that they need. The proposed act would af-
ford them this opportunity, I believe. '

My other statement is that generally, there is not an insurance
loading or an additional cost for public safety officers.

Mr. Emsere. What do you mean by that? ~

Mr. Grege. In other words, we will issue group life insurance death
benefits to law enforcement officers and firemen, as we now do under
~ their benevolent association plans at standard cost. We do not, add
to the standard premium.

Mr. Emsere. Would you comment on that provision of the bill
which provides that the Federal Government will contribute not .
more than one-third of the premium cost. How would you analyse
the cffect of that language?

Mr. Grece. Mr, Chairman, I guess I am not quite sure of the intent
of your question. I think the Federal contribution does bring the
cost: of_group insurance within the means of public safety officers.

Mr. Emsera. The language that appears says the Federal Govern-
ment shall contribute not more than one-third. The language indi-
cates that the contribution could be less than one-third. What is your
opinion of that flexibility ? T

Mr. Grrga. I am unable to comment, not being the author of that
particular wording, Mr. Chairman. i

Mr. Emrere. I wonder if you would at your leisure examine the
bill and perhaps assist us in reviewing that point?
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Mr. Grece. I will indeed. : , ‘
Mr. Emsere. One other point which has not been mentioned -
before. The bills would grant authority to LEAA to purchase one

¢~~~ or more policies from companies meeting certain requirements. In

your opinion, how would or how could the private insurance com-
pany or companies be selected to provide the coverage provided by
these bills? ‘
Mr. Gregg. I think on the basis of quality of their administration
and a cost consistent with the quality of service and administration.
Mr. Emsere. How would the LEAA select, the seller or sellers

- from among the companies meeting the requirements of the bill?

Would chere be a public bidding system? Just how would that
operate? ‘ ,

Mr. Grece. I do not have the background on what happened
under the FEGLI and SEGLI plans. Under those programs a large
number of insurance companies participated in the program, and
that is contemplated in this bill. I think that the selection process
would probably come down to a company deemed to be in a position
to provide the best service and the best administrative facilities.

- Mr. ExBera. Can you provide us any assistance with the history
of those plans you just mentioned? ‘

Mr. Grega. Yes, sir. '

Mr. EiBerc. Just going back to my previous question, staff has
found on page 11—do you have a copy of H.R. 6845¢

Mr. GreGe. Yes, I do.

Mr. EiiBera. Section 807 states:

For each month any public safety officer is insured under this subpart, the
administration shall bear not more than one-third of the cost of insurance for
such officer, or such lesser amount as may from time to time be determined by
the Administration to be a practicable and equitable obligation of the United
States in assisting the States and units of general local government in recruit-
ing and retaining their public safety officers. . ‘

We are asking your opinion as to what is the meaning of not more
than one-third or such lesser amount. ; '

‘Mr. Gregg. I will look into that. I would have to speak to the
author of the bill to understand it more fully. ‘ :

Mr. Emsire. Mr. Hall, do you have any questions?

Mr. Harr. T have no questions, o :

Mr. Emsere. May I direct your attention to page 4, line 3 through
line 10. How many companies would be included under the definition
on page 4 of the bill with regard to eligible life insurance companies?

- Mt. Greee. My recollection is there ave 10. Mr. Minck might be
able to confirm or deny that, but my last research into that matter
indicated there were 10 such companies.

Mr, Emserc. Mr. Minck, do you have any idea how many com-
panies- might-be eligible?” ; ,

Mr. Minok. Again, the last time I looked at the number it was
very close to 10. It might have been 12. But that is the order of

“magnitade. T-can check that out. , i =
- Mr. Ensrrg. Mr. Minck or Mr. Gregg, would you give us a list of

those companies for the record?
Muy. Minck, can you do that? ‘
Mr. Minck. Yes, I would be glad todoso.
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[Mr. Minck submitted the following information after the hearing.]
Currently, ten life insurance companies are licensed in all 50 States and have

at least 19% of the group life insurance in force in the United States, Those ten

coinpanies are shown in the attached list.

CoumNms LiceNsEp IN 50 STATES WITH AT LEAST 1 PERCENT OF GROUP LIFE
INSURANCE IN-I'ORCE IN THE UNITED STATES

. Aetna Life & Casualty, H_n-rtford, Conn,
AT Bankers Life Co., Des Moines, Iowa.
Connecticut; Geneml Life In‘surance Co., Hartford, Conn.
The Equitable Life Assurance Societv of the Uuited States, New York, N. l
John Hancock Mutual Life Insurance Co., Boston, Mass.
Metropolitan Life Insurance Cc,, New lorl\ N.X.
R The Mutual Benefit Life Insurance Co., Newmrk, N.J. .
New York Life Insurance Co.; New York, N.Y.
The Prndential Insurance Company of America, Newark, N.J.
The Travelers Insurance Co., Hartford, Conn. .~

Mr. Exsere. Unless there ave any other questions,

The subcommittee hearing is adjourned. We thank you very much.

[Whereupon, at 11:30. a.m., the subcommittee adjourned.]
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