
June 24, 1996 
MEMORANDUM 

From: Dave Bonfili 

To: Bruen Reed 

'''~''. , Sub): OPENING FEIIDP TO PUBLIC WOULD REQmRE LEGISLATION 

L 	 The Federal Employees Health Benefits Program (FEIIDP) was established by Public 
Law 86-382. Eligibility guidelines were modified by the Civil Service Retirement 
Spouse Equity Act of 1984 (PL 98-615) and the Federal Employees Health Benefits 
Amendments Act of 1988 (PL 100-(54) . 

•• •. ___•••2, 	 According to definitions supplied in these three acls, FEIIDP eligibilily is limited 10 
civilian federal employees, spouses, certain former spouses of civil service employees, 
fonner employees, and annuitants, unmarried dependent children under the age of 22 
(including legally adopted ehildren. children bom out of wedlock but recognized, and 
both foster children and stepch.lldren under certa.in circumstances), unmarried children 
aged 22 orlover who are incapable of self~support because of a physical or mental 
incapacity \yhich existed before their 22nd birthday. and temporary employees who 
have completed one year of current continuous employment. excluding any break in 
service of five days or less (this last group must, however, pay the entire eost of 
coverage). t .' 

3. 	 Applicable legislation is as follows. , 
• 	 PL 86-382, Section 2, Paragraphs (a)-(e), 

• 	 PL 98-615, Section 3, 1'aragraphs (1)-(5), 
I 

• 	 PL 100·654, Section 301, Paragraph (aj, 
I 

4, Modifying the FEIIDP eligibility pool would require legislative amendment. , 
I 
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I 
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HEALTH INSURANCE (FEHBP) 


GENERAL FEATURES 

The F«Ieral Employees Health Benefits Program (FEHBP) wu 
c~tablished by Public Law 86-J52;IDd~nme effectiveon)ul), I, l%<}. 
FEHBp'helps to pmteel eligible employees and thcir families from the 
costs of illness or (!.~C;deJl.ts, It provides guatllnteed protectiQll which 
cannOt hee~ncclled by the heahhpJan Whictl (heemployeeseleclS under 
PEHBP: it nlsa provides covernge wiiliool l\ledic31 c:u.:mlnulion or 
fe,lriction~ bCCaUS(1 of !'1St or physlcitl condition. TIle Stm:lflinent 
m~kcs a subsl~rtliaJ ,;onlribution for the castofF-'EHBPir.,$uranee, while 
the employee pays the rt:Sl Lbmugh P'JyroU wit.iholdin3> 

The Proljrjm offns vinually immediate coverage with 00 setwaiting 
p~rimJ; tllconly wlli\ j fl~OJ yes the processing ofthe employee'i Stafldard 
Form 2!W9. "HcaiLb aMefits Rcgtsuatkm Form"; oovcrngetakes effect == on Ihe Jim day of the pay peri~ thai begins ru(er the employing offl(t 
rccCl_ves the employee"s tompteled SF' 2809. followln@apAyperiod 
during ~ny part or which (he employt!! W1ll in pay Slaws. 

Contiuued eOVel'llge extemls fIX up to a year while the employee is 
in (l oor.,pay !1a.tu~ on nccOllr.l of illlleS!/: Q( otbct reaso,!" However, 
cmploytl'ls must p:li' tltcir lhMe-oflM premiums for each pay period in 
whi;;h covuagc cominut'$', \\'hen the employte is In non·pay si:ltu:~ 00 
aceoont (If mililll!} dllty of more than 30d:ty~ euvernge (en «ICOO up 
to III hlOflth$, provii!cd the C!tlptoycc pays both the employ", and the 
govt'rnm£nl ~han.: ofthepremiumduring thr: t:lSt $111: mQnIDS. TempQl'llly 
ptotteli.ol'> for 31 days'withoul COli after mroUment Or coverage of en 
digiblc f~mily rnembereruh. (e~l;;¢pt for volun!.aty cancdlatid!l) it Idm 
available ;u parI of t.ie FEHBPptQgrprn, a:s IS oon:iniled pr¢1U:twn aOer 
ttl;rt'n1('nI. 

PARTICIPATION AND ELIGIBIUTY 

Enrollment. PnrticipllllOn in the FedtralBmployw Health Benefits 
Prollfllm is vO!l.IllIat}\ bll! cp'lpl~ are tlltcoornged 10 enroll foc tlu: 
prmCClicm !t pmvidcs. Now employeel have 31 day5 from the dute of 
.tppointment Of fu)1t\ due ofeligibility f(i enrolt Employees Wbo ehoose 
00110 cnmll u, their firs! JwvnuoilY mny ent'¢11 OOtlllg rht lltll'>uill op¢n 
season periods announced by lhe Office of Pemmnel Management, or 
upon the ocCllrtellCC ofanl!vl!rn:thatwoold pctmitcnroUme:n!(Scc T:able 
ofPermm.ible ChangeS jl'l Eurcllmttlt ill IDIS Guide,) Upon enrollment, 
emplOyeeS ielCl.!t Wtd sign up for an individual plCfl th:tt beStslllt3 thcit 
health ncrus from (lffi(lni the many plllll5 offernd under FEBHP , 

Eligible Famil! M~~t:J. Emollment may be for the empk>yce 
alorn:.Qr f(;rthc~mployee aitmg: with family me:mbtrs. intluding spouse 
aOtl unm::tnied dcpende~l ebildren onder the age of 22-dle lat~r 
iru:luding legally adupH:d children, dtildren born oot of wti.llock but 
rerognit.ed. aoo both fo~Cf children and ll!¢pChlidren onder «rUin 
cifrumstance~. Umrnmied tbildren 1tged 22 or over who arc incapable 
ofs.!lf -sawort Maost Df a phy~ical or metlUl! incaplIcity which uisted 
before thell 2100 birthday m.ly aho be- covered. 

With aSelfarnl fanlily Enrollment. any neweJigible family member. 
$0.:1; AS anew chi!d crspouse llUtornlllkally becomes covered. SettOnly 
EnmJlmer.:~ may be ;;:hllnged 10 l'I S~lf and Fo.rnJly Enrollment withIn n 
limited time period following lhe evenl or during tit! op¢n $Camn, 

Fmmtf' Spu~, Under tim. Ci"ll Serv«:e Retirement Spouse Equity 
A~I of 19S4 (Pu!'olic Law 98·6!5) and similtlt Sllll1.Itcs. eenal,n former 
spouses or-ai'tll SCtV!cc employees, Ibrmen:m:pJoyee$, andannUItants may 
qualify III cf.fflll in a he'llth benefus plan \lnder FEHBP. P= 'pouse~ 
wbose clivorCeOl'~umdduringthespouse's tt.dernl service should contact 
the ngeney that employC'd tbe: spOuse at the time thai the diVorce oecum:d; 
those whose -divorce occurred.iller l'elin:lment shOlild wntact; omce of 
PMonni!! Managemenl, Retirement & insuran(1l Se~, OffICe of Reo 
timIDC1l1 Programs. PO BOJl 11, :-vaihington, DC: 20044. 
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IPl:lJgtWe Family Member$.The empmyec'$ ~nts.Ofodlmwho 
llItt "noc cof'.,$ldemi "dlgible" family llte!lIt!en (such as a grandchild. ' 
unlru the grandehild quaJif~ as afO'SterclUld),omnotbe«lVeted, even 
though the)' live wllh (lC llItt ~ed by the empJO}'U. , 

Lon ofEligibllUy, Ifa family member letts dlJibihty forWo'mge, 

underll: Selfandfamity Enro.Ilmen,(foreu.mpk, whenichilduacw 

the ageof22.or inuse ora diVQlC(';), then that family member is emilied 

to convert to a nQn,groop <Qntraet with rht upplkable plan within 31 

dllYS, However. !.he {muly memf:>er will net be: nmified eithu by 

empjoying ~y or by (}PM when snch eligibiliri is: loll; but must 

upply wilhln the: 31 days lliW cOvetage ends, 


Temponry Emp~. As a l1:iUlt or P,L, 100,6$4, '::lmCtw NQ' 

vember 14, 1,)1l3,FEHBPcoV~.IS av;;ilabte'm~employces 


who have completed" one year or Ulrrem cootinuqll.$ 'emplQintent, 

el£ludiog any break in service (Iffive days (V lClls. Tempocnry employ.' 

e« ffi(lSI pay the entlte cos! of truS «lVU'IIge.. howeV(;T, 


Plans. Some of the FEHBPpwmo{fered unduthr: pr6gfaTI1.lll' oren 

toe all employees.. However. many plans require me employee 10 (Ibt11in' 


• " health care ~gh designated providen: in a particular lIe(1gnphi, 
locatioo; 10 wort fOf e p.utlcll1ar agelU:Yi or!O pn a partirul:!r union, 
The I.m:Ktnues describing rht platn offtlred give more:. del&i!$. but in 
.rome uses it will tw;:. n«:eswytoc:dl theplan to fiod 001 if" pmiellhu 
emplO}'U b~lillb!e toopl (<<apartieu.!;u-plaThis ckaptcrineludes !he 
telephone nlllUbett of all the pllUlS offered natronwh;fe under FEHBP, 
Some or the f~rnI employee union plMlS arc: ope" to all federn! 
etIlploye« who hald full Of :ttSOClatc membership in !he sponsoring 
<xganiuuktn; Others lin': restricted to employees in certain QCC:uplitiunal 
groups andlor ngcncies. 

SFlOOSI, Employees mny enroll in FEHEP by completing StIlnd;u-d 
Form 2!lM. "Health Benefits Registration Form," and turning it in !O 

their employing office. i 

Howevet. employees normally may not enroll or bc.'i e,nrolled 11$ 

'employees [fthey ate covered a, fnmily rnembern under someone else's 

exi«itlgertrollmeot in the FEHBP. However, such dual enrollments are 

'oomelirnes pc:mtitted under CtrWn circumstances in order (a) to protect 

the interests of ehildnln who otherwi~e would lose coverage as family 

1l'lI'l1l\ber$; m(b) to enable 1111 employee who is under age 22 and eovered 

uooer a parent's enrollment. and who becomes the parent {Ie a child. to 

enroll for SelfandFamily coverage. However, no person (cmpJ~ or. 

family member) is entitled 10 receive benefits under more than (Inc 


• entollment in the FEHDP, ' 

,TYPES OF PLANS 

Two billie typts of health benefits pLms Me .wailable 10 you under 

the federol Employec$ Health a~fil$ Prog.rurn: 


'Fee-tot-5ervtee Plans. Fec.ror-s~ice plans reimbum you Qc the 

health eare provider for coveo:d li«Vices, If yoo enroll in one of t.iatl 

plAns, you mny ehoo$C your own pltysil;':ilm. hospitnl. lind other health 

cllte provide1"\!. 'll'Il:re are two general types of (e.r;_foN>w/ice pJ:tn$: 


1. Suvice Ikt!tflr PlOt!. This is lI' govemmemwlde pliUllIvallabk 10 

every eligit»e employee no rrultttf where hx:;u",L The st"'lee bcmfir 

plll.l1 i$ offered by BhteC~~slBI.ueShieW and pnwides benefil5eiihulo 

),ou or, tMl\lgh direct paymtn1, todoclnn: lind hospitals. 


2, Employee Organization. Pfans. Some ~mploye.! organi:rutioo I 
plans ate open 10 nil fedefnl employee; through fuJI or llirux:iau.', I 
member$hips in the (l{gllflizations that'sp¢flSQf the plans; o!hen: nre 


, restricted to employees in eertain occuplltional groups and/or:ageru;ie,\ 

Thes.eplansgeUC!(llly provide bettcfit ..eitbtfdirectly to the memberOf, 


at th.e membtrr'$ option, !OOOctors or hrn;piuls:. (It is genei1llly nwes­

ury to commit me individUlil pilltl brochures'fM infommioo about 

!'lIC.!llbership, lIS well b eboot pouible mtmbenhip/associll'te member­, , 

http:1,)1l3,FEHBPcoV~.IS
http:ageof22.or
http:rerognit.ed
http:ptotteli.ol
http:C;deJl.ts


ship fees, wltich ttre in addition to the monthly "Jm'miuflU for the plans 
thenl3c!VtS,! 

,Effl:CtiVe in Janulif}', $«:tion I fOOl of PL 1(}J·6(i, the Omnibus 
Budget·RecclOdliru'u:m Act rn 1993, teqoires thlll the ehargts and 
FEHBP fe.e·for-5ervice pllln benefit pa)'menm for certain pltysid/IJI 
strvkes furnished refired tnwllees who do not hll'le Medicare PartS nor. 
exeud !tw limits 00 chnrges and payment~ estlIblished under the 
Mtdkare fet: sthedule for ph}/si!:ian SeN1e«. . 

Prt!paid Plans. These are the Comprehecsi ..eMedieal PIIl.M (CMf>}f 
HMIIl! MaintenallU Olglmiwion '(HMO) Option5 that provide or ar­
runge for health care by de,jglillled ph)tsjeiar.s, hospitalo, and othcr 
providers ia parlitutM locations, CMPIHMOs CUI be either GrOl,lp 
Prnelice Plans, Individual Practice Plaf!5. or II commnatioo of born, 
called Mm~d Mode! Plan$. 

Group Practiee Plam provide care through II group of phy.kians 
practicing al tnedkaJ cer.lers opwtled hy the plans. Individual Pr..roce 
Pram provide eltUlhroughpartieiJmingphysicians prueticin~ usually in 
!heir own offites. 

Each CMPIHMO offered under FEHBP is open 10 all federal em­
ployus wtm live wi:hin!he pla,n's enrnllmenl urea. II is very Important 
for YOlllQ be .ure yoo bve widlin the plM's trucllmem wubefore yoo 
enroll in<me<lfthese plans. 'nv: enrollment ate... udescribed i.n theplM'S 
broehur.e. Contact the plan jfyoo have any doubt. , 

BegioJ1ing with the Novr:mber, 1994, opel! k-lI$OD,someplans began 
to :lCC~ enrollments JJm from perwns whool!!y work in the enrollment 
atea. ukl\lg with those who Iive in the ewollmenlltK.l. Specific reqUll~· 
fDeniS will vary with taCh phm lIIld will be stlllt:d in the plan' I brochure. 

Preadmission Cullllc.ulOb. Entollees mould be -lIWat'e that all 
-plans: require ptt'oomiU'iWl ctU1ijICaJicn for 411 hospital wJrniuloos ofa 
1W1l·rmergcl1ry nalol'e. Thll employu is resl'xln$ible fm-ming thlt this 
rtQuiremcl!t is met, and the plan may not co~r some hoipital cosu 
otherwise coveruhle jfthe pn!wmi;sion is oot~rtified. FOl' informatwn 

. ooemergeney udmisskms, itis necessary tocOIKuluhe bmchurcfor!he . 
p:m.itumr- plan. 

FEHSP COSTS 

The govemmem normally pay$ 6Opd't'entofthea vet age higboption 
ptemiumof ~'ix ofth!! largest healtp benefits plan., but oot"!O«'l than 15 
percent of the premium for IIny individual plan. However,lhis fonnull 
has been modified through 1998 oo:au!Ie of Ihe departure from the 
Prognun uf oW Aelna Ir.demruty Benefit Plan. who~e high option 
pn:mium previOllsfy had b«n used in lXmlp!lling the: MllounCof the 
g;}yetllfnem'" share. 

The: gOV(mmt;f)\ eonlributi<m is the HIDe for mo5t fe:dcnt employ. 
ees. r!:>.:cept {fIT cmploytles wlto lite appoin~ umler the Federa! £mpl"yw 
U$ Par(·T.~ CllTeer Act of 1979, And lempotwy emplo~ eligible 
underpt'ol'isions of S USC P906a. Also, the Postlll Service contnhutes 
an lIdditllmill amount wwards ihe con of Pru:IiIJ SetvlQl': employus' 
enrollment. 

Thcn:maindr.rofthe FEltBP premium is paid by theenmllee lind i~ 
wi!llhctd from the biweekly p;ly check. An employeeo i~ ll,l$orespooslble 

, for the emp!oyee share of the co~t of the enrollment while on any 
1\Ol1'p;ly SlaWS, TheC(jucf each plllndiffen and nay change III the end 
or eadl COIItract ytollL A ;\(htdule of 'CUmn! COlIS for the dlfferen! 
f~for·scrYiee plalH Is included luthis chapter of the Oltilie, 

, 

CONTINUATIONS OR TERMINATIONS 

Transfef'S/!"JiID'Puy Swtll'>. Eligibility for ooverozeunder Ihe health 

benefil$ prQgrnm will cOIltinue if the employee transfen to or i~' reo 

empll}ycdby anomer fed!:TlI\llgency WlthOlli a break in service oflOOl'e 

thr.n three days. 
• Entollmem may also be C(mlinued fotup 10 one year if the employee 

h in a OOIl-JXlY st,lI'JS becaullC'of illness (If other reason: however, 


. employee! must poy the employee' Ii share of the premiums for tIICh pay 
• perioddJ:l!co'tetngc is exterukd.ln the: C"llSe ofmilitary duty ofmore Ihan 

JO days. enrollment C31I be continued up locighleell months, although 
!he employee must pay both dJeemployee' s and the government's shan:: 
of the premiums fOf the last six mondn of this periOO. EmplOyee!; who 
en!!:r the milibry $ervU:e fqr period$ of30 uays or less are nls::, enntinucd 
io the program. However, if the period of service is nwre Ih:m 30 day~ 
and Ihe employee ele;;;ts to kave the enrollmenl terminated, the enroll· 
ment will be reinstated If the employee returns to the joh oyetetdsin& 
reemploymeot rights. An employee who retums frum mililMy servwe 
flol in the eltercisc of re-employment risht~ must regi~t:r for r.e.:llth 
be1lef«s. panidp:utotl withill 3 J days. the same liS a aew employ«. 

Rdir:n.ent. Ordlnruily, ~nrollmenl ccmtinucs for :overed cmplny. 
ee! upon retiremenl from 1ht: government with the ,nII)e !x:rterns nne! 
costs -as whe..'l 011 ~ve Stlltus, provided that me tnrolm is retired under 

'0 reliYement system for civilian employees of the govermncnt on illI 
immedwe llflntlil}\ The retlr:e must have betn enrolled under Ihe 
program for the five yent. ofstl"Vx:e imtncdiattly pre~lng retirement; 
or, ifleu tb:m five years, for allscrviee since having the r;!pportunily to 
enroll inaplan undertheprngr.un. An aMlllunt m:ly nOT nf'.rrnol1ycnroll 
after retiremem. 

, Survivul'S. Survivotli or d«el!-~ed employees IX Ilrmuit:lOls remain. 
(;ovcrrd by lht plan if II family membedscmitlf<:! 10 a survjyor' S omlUlly 
which 1$ sufficient 10 covu !he surviV{ll"s shart (If mt GOSI. SlIl'ui'lors 
Imd llllr.Ult:.nts. may ImY premium~ dirl:Ctly to orM if the :mlluitj is 
inwffu::ieOl (0 (/)Verlhe p;emium. 

CllfIcellatlnns,' Enrollees may voluntarily cancel their tnrollment III 
on)' time. Tetmil",lIdon will ~neraljy be ccfeetlvc onlhe last day of titt 
pay period In whiGh the requesl to cancel is reteived by the employing 
office, ' • 

Tempel"irt'Y C..ontlnuutkm of COVUIlgt', Tem-Pornrr l;omiftU:uion 
of covcrtlgll {TCC) it avai!able 10 e..nplnyees who are yohmturily {If 
invoJumatily s.:pa.r.tted from F:0vemment service (e,;cep1 for gross 
miseondut!; anti who '.;'ould not OtherwiM be eligible fOf continued 
eovcrtlge. Illchtded j$ ~ion for retirenle.,t when the employee is 
unable «> mut the five·ye:u enrollment requirement for oominuOO 
enrollment aflf( fctiremenl. • 

This tempora.ry coverage cOO!inues forup-Io 18 m(mtils lIfret separa­
IiUll frl)J'l! strvice. 1ft such a TCC sit'Jotkm, !itt ronner emp;()yec milt! 
pay -me IOIaI premium (both the cmployM.!: alld Ihl:: govertlm~J1t ooutrilm­
lionsJ pillS a chll.ti;e of 2 percent oftbe total premium for admilllstrative 
Cl1pet1,e5. Eltell when tili£ tempontry eonlinullu<m ellw (e:>.:cepl .iI>' 
cahcellation or nonpa.ymenl cfpt'et)1lum), the former employee is still 
entitled to.a :3 J-day exten$xm of t:O\'eroge anti ;).11 uppommiiy t(l ~onVN'I 
10 a non-group health bciiellt!i contract Therc is no COSI 10 the stpar\1iled 
emplOyee for this ]I·,jayulensio.r.. Hm.:ever,f.o .-:bangcn{ enrollment 
lIllly tal;.: pl~ ex>:.oeP( for a change frum a Selr Only 10 a Family 
EnrQlhm:r.t iftheemp!flyee or spouse i$ pregnant IQ cOY<lrco$;($ of aehild 
rorn,durin,g the C-;(tellsioll period. 

III unalll cases. TCC is al$Ollvllilllble for up to 36 monlt-.s for a 
wvered duld or ~ jim1/eF spousc who woultJ oll-.erwisc Inse FERHP 
coverage 1I~a result of changes if) family member sutus. Formersp!luses 
m~y lo~e such coverage beC~llse of divorto:'o or an."IulmenL Chlldrell may 
lose S\i.l:h ~OV~f3ZC as 3 result uf mturiage. rem::hing age 22, rec()very 
fmm an iMbility 10 support one;elf.ot Ion ohums a~ 11 stepchild. fmler 
eh:Id, ofrecoglli2-Cd nitllJral child. 'The toL11 premIUm p!us the 2 perccm 
administrative charge mlJst Dlso be paid in th<: casc {ifsuch e:>.:leMKms as 
thc:s~. The employing zgency num he nOlilierl wi(hil1 60 day& whcn a 
chIld Of fonner spouse becomes eligibk for T~C. , . 
CLAIMS AND APPEALS 

Clulm$: If II plan defiles adaim by ~FEll BPclUVilu for U JXlymcnt 
ur serviu.thctarrier must r«01lsid¢r itsd«:i5ioll ifil rec::ives II wrillt:tl 
~uest from ,10 employee within one year citiog the l'(t(hOIlS why t,'u~ 

= 
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claimU!O"Jld !>ave been OOllOl'cd. Within JOdays tfu: p/m mustei1herpay 
the ..;1J..!ffi Ol" provide the service, reafftrm il" original dallal, ntltq\lest 
:urthenahd Information to ~n!lh:e ino make adetermination. lithepilln 
affirm~ Its denial or faits to respond 10 the claim, 1M employee. may 
requC'$t an OrM review,,! We pL1n'! cOOlp.!i,ance with itt FEHBP 
C(lfltf:K:t. Write 10 aPM Retirement and Insurance Sffvke. P,O. BOA 
4J{), W~sbingtlJn. D.C. 20044. 

AppeliJs for Reconsideration. Procedures for appeals for reo 
oomidCf<1[lOll' of ~gellcy and aPM dediions under the F~dcral 
employees Heall!! Be!lefits Program ;;!Xc the $,lime tlS tbey Me for 
FEGLt and Retiremelll; hence they afC discussed in one single pl:ice 
if! Ihis GuidI!: see !kctkm 17 of Ihe CSRS Retlroemenl ctulplet for 
Ibls discuuion. , 

CHANGES IN ENROLLMENT 

Ordinarily chang/\! in (:flWllment may be mttdc (!tdy during the 
annulll open season· announced by OPM t'lICh year. Thh rule applkt 10 
umuiwlls lI$ well iU: toactivc employees. Howevu.c~ in OO\"WIg¢ 
f~m Self tu!d Family II) Se-lfOnlY can be- matk: al any time. For all the 
enrollment c."!anges !hill W'¢ al!oo'cd, ~ ~ Table of Permissible 
C~!le$ jI) Enrollmenl which follnws in this Gllidl!, 

. FEHBP FRAUD HOTLINE 

Call (703) 908·3662 ifa health plan provider hat billed yon' for SeNlceS- . 
which yoo did not receive. 

TABLE OF PERMISSIBLE CHANGES IN ENROLLMENT 
.. EMPL.OYEES, ANNUITANTS, AND FORMER SPOUSES 
Enrollment May Be CanceUed or Changed From Family to Self Only at Any Time 
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EMPLOYEES I!EAI,TH BENEFITS ACT 

~-::.:.;:::::~:~~~~.-;:...,."",E~ccpt. io~.j~I~ti9'!,,:~nd.·.coh!~_~:,!!~ng~.a!!!-~~~mcnts, the conference substi~ . 
! tutl: is SUDr,tantialiv the 'same as the -House bill: except' as folloWs:~ .~-~_.- -.C~.-.~~.-.~"-,,.- -.,.,- '-

.;:"-:~;~~~":"'" Th~e-'House: bil1-ptovid;;d~for-a membership. of 25 members on'the Ad­

.~; 
",-,.,--~ ...... 	 visory Commission on 'Intergovernmental Relations; the Scm:.te amend· 

rJ:(;tlt provided for a melllbc:-shtp of 27 members. The conf!!rencc wbsti· 
tute provid,;s for a membership Of 26 members 00 the Commission, 

The HOUliC bill provided that two mdnbers of the COmmi5$lOU were to
be appointed from a 'pand of at least f{lUT elec!ed CO:lnty "meers suhmit· 
te~ by the National Association of County Officials; the, Senate amend­
ment ;lrovidt-d that iJ)ur members were to be appointed irom a pilnel of at 
least eight elected county officers ~ submitted, The confer~nce subs!it:Jte 
provides that t9rM members of the CommiSSion are to be appointed from 
a pand of at lef's~ six elected county officers subr:littee by ;,ucr. assoc:i"tion. 
Under the conference: substitute. not more than two of the three members 
appointed frum such panel may he from anyone, political party.' 

The conferees express the hope that in selecting a pane! of county offi­
cers for submission to the President, the Natior~al Association of County 
Ol1idals will give co'nslderati{JD to atl qualified cOunty officers. regardless 
of whether or not they arc affiliated with tile association. 

"1 	 1... H. FOUNTAIN, 

On:RT(lN 'BROOKS, 
FLOREf<C£ P. DW\"£Il, 

~allagcrJ on the Part of tile House, 

FEDERAL E~IPLOYEES. HEALTH BENEFITS. 
ACT OF 1959 

For te~t,Q! Act ece p. 8()f' 

Senate ReporfNo. 4G8, July 2, 1959 [To accompany S. 21621 

Ho.use Rep~rt No. 957, AUg. 20. 1959 [To acco,mpnny S" 2162] 

The House Report is set out. 

House Rtiport No, 957 . , 
t!::HE CommiUce.on Post Office an~ Civil Sert'i~e, to whom was referred 
the:. hill ($,,2162 to provide a health benefits program for Government em· 
1l!Oyecs, baving considered the same, rt'part favor.ably thereon with an 
amcndmcl1t and ret:()mmen~ that Ll-je bill as aJ:!:1cnded do pa~, 

The amenement pr;:::p6s<id by the comrr.ittee to S. 2:62 strikes ont ,,11 
after the enacting clause and inserts ill Heu.thereof a substi!nte text whlch 
appears in it.;.lic type in S. 2162, as reported by the committe~ of (he 1io1:5(:, 
A discussion of the effect of this proposed amendment is' comained in the 
explanation of the bill, as reported, . 

U,S.Cong, &. Adm.NoW'!' 'S'-U3 2913 
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STATEMENT 

PURPOSE 
The gencttlt purpose of this !cS'islatkm is to iaeirttatc and strenglhc!l 


tl:c n.dminist~::tioll of thl; activities' of the Government generally :mc to 

improve pCnlOIlne! administration in t!1.e Government by providing a meas_ 

ure Ql proteclion for ci\'iE:m YOYCfnment eIll;J:loyees,againU the high, 'un­

budgetable, and, therefore, fin:l.ncin.!ly burdensome costs of medical ser\,· 

iecs :hrol1gh a comprehens.ive Govemmcnt·~ide progra:n of insurance for 

Federal employees and thdr dependents, ih\! costs of which will be shared 

by the GO\:crnment, as employer, and its employees. 


At th~ present :imc, n wide gap exists between tne GoYcrnmc!1t, in its 

~a!lacity of employer, and employers ill private enterprise, with ,:cspect to 

hca:th hencfi:i> for employ<:es. Enlightened, progressivl! private enter­

p:-isc almost univers::.l!y bas been establishing and operating eontributory 

health benefit progrnms {or its employees. Uuti! now, the" ~o1{err.ment 


hilS :nadc sca:lt p~ogress in this area, 


Thi.$ bi!l,ls desJgned to dose the gnp which now exists and bring the 

Government abreast of most Pr1Vtit2 employers. It wilt enah12,Govcrnmcnt 

crnpJo,Ycl.:$ to pnr<:hase protection, ::tt a cost whieh is within their :neallS, 

from tlll! \;namicipatcd and usually ap;Jfcssi\'c'costs or medical care and 

trea.tment:in the eycnt of sickness or· injury, as well as the often ernl>hing 

expense of so-called catastrophic :Uncss or serious :njury. Availability 

oi this health protection program .to Government employees will be of 

material assis.tance in impro,cing the competitive position of the Govern­

ment with respect to private enterprise ln, the recruitment and retention 

of competent civilian personnel so urgently needed tQ assist in maintai:1­
ing and improving Ota· strong n:l.tiomi defense and in the operation of oL'7­
er essential Govcrnrr.e:1t programs, 


The ~ddjtion of tile hCillt:t insunmcc prograr.t provided hy the biB ~o the 
existing fringe benefits pac;';age for Go~ernment employees-which l;ur­
rcn~[y includes retirement llDd survivor annuities, group life insurance, an~ 
OU>!! 41h1 stck lenve, compens.'ltion for job-l;onnected injury or death. ;md . 
other benefits-will fill a IonS". keenly f'Cit need and will'place the' Govern­
ment on a suhstantially eqnal Jevel with progressive i~d\Jstry in respect to 
employee frillE" henents. 

Legislation to estllhEsh a. health benefits program for Federal employees 
hns DCI:!l before the PQ$.t Office :'!fl:d C:vil Service Committee in each Con~ 
gr<~S$ beginning ..'vith th~ 83,j, Hcar:tlgs were he:d- in 1956 011 an acmJn~ 
istration proposal to provide Federal' employees protection against the 
banknlPting e;<penses· of extended cAtastrophic illness of injury, with the 
wwemment sharing the cost. The reported bill incorporates the out­
5t:utding feature oi that plan-"majol' medical" protection against the 
expense of c~tas!rophk illness or injury-and, in addition, provides pro­
tection for basic health needs. Thus the bill affords FederAl employees an 
opportunity 'to obtain comprehensive iflsurance for health services at 
moderate cest. { 

The urgen: need fol"' a joln~ Govcrn:mmt-cmployce health h<lnetlts pro~ 
gram is 'emphas.ized by the fact thl<t there is.,widcspread alld.:.in"cr~,~lti!1l'-"'__"''''h~'''~._'~'''_''.'_ ... _" 
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recogn:tian on the part of the public tha.t both basic health and majo'r medi­
cal insurance coverages-are"cssemiaP to' protect wage'"(!arncrs-ant!· their'" 
families, 11'1 1940, approximately 4 ml!!io.1 individuals 'were enrolled in 
tms:c hospital plans; at the beginning of 195~' ~t':_ ~u!llt)(:C(liJEt:iv!uuals 
who had this protection had skynx::keted to 123 million-70 percellt of the 
population. Similar spectacular increases have been recorded in surgicill 
and regular medical programs. In' the comparatively /lew lidd of major 
medical insurance, participation in plans offering this protection has virtu­
a1Jv exploded from 700;000 in 1952 to 17 million in 1959. It is a 50urte of 
c(1~cern to this committee that no more than- a rcla:ive handful oj Federal 
t!TI1ployees :lOW have such major medil;,al coverage, This extremely in:'. 
porul'lt protection will be made available by the reported bill, along with 
the more g(mcrally prevalent basic coverage which now is ildd hy approxi~ 
r.latdy 70 pcr<::ent of Federal employees. 

CO:MMITTEE REVIEW· OF' PROGRAM 

The committee emphasizes that the beal~h benefits program prnvidcd~' 
by this legislation reprcsents an entire:y new Mea ax Federal cTn?loye;;-s' 
fringe bel1efits in which the Government is without previous experience, and 
that ext:em~ en.re will be necessary, part:cularly in the jni~i;::l 5tn.ges, to 1,ro, 
teet both the w,vernment and its employees. The committee intends to con. 
duct a continuing review of the operation of the program ill order to cn.rry' 
out its res.fKIusibilities under section 136 of the Legislative Reorganization 
Act of 1946. 

SUMMARY OF MAJOR PROVISIONS 

The reported bill m,'\~es basic llnd cat<1strQPhic h;;alth pmtection iwaila­
bte to approximately 2 million Federal ernploye¢S and their dcpendent1. 
Emploj'e(!s will have free choice among- health beneF.ts phus in foul' m::.jor 
eategories, including (l)·a Government~w.ide service benent plan. su~h as 
1$ offel'ed by Blue Cross~Blue Shield, (2) a Government-wide inde:nnity 
benefit plan, sech as is curr¢11tly (!f'fered by sc\teral inserance companies, 
(3) one oi several employee organizn.tion plans, sueh as the present health 

plans oi tht'- National Association of LeUt:r Carders and the N.,tlonal F<.'d­

el'tltion of Fost Office Clerks, and (4) a compn:hcnsiye medical plan, which 

may be either a gtOup..'practice prepayment pl-;n (such as the Kaiser Foun· 

c:lt:on plan in California and the Group Health Association plan in Wash­

ington, D. C.) .or an indlviduaH)factiee prepayment plan (sueh.llS the 

Group Heah:!t Insura.nee pl:m in New York). The Governmentwwkle ~ervw 

ice benefit plan and the G(wernmcnt~wide indemnity benefit plan each will 

indude at least two level:. of benefits. 


The repotte4 bill retains the .prm';sions of the Se:nate-passed bill (l) 

pro"ieing lor 50 pert:ent contribution by the Govcrnment to subscription 

dmrges und (2) establishing biweekly nmximnm OO!1tril:'JtiMl.S of $1.75 for 


. an individual cmp!oyce, $4.25 ior an employee and family, and $2.50 for a 
fern::.!e employee and family indl.ltHng n. nonwdepencient nusv:md. 

Employees wiWbe eligible fot enrollment in health benefits V1tl.!1S withoet 

having to p~\ss any physkal examination nnd, in the event 01 their s~para· 


tion from Covemn:ent service, may COllV(rt tIlel! coverage to a pr)vat~ 

health benefits plan withoul undergoing any physical examination. It is 
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intended that each of !.he furcgoing pinos ,will pn.'lVidc a wide rarlge of 
hO'.lpit:ll, surgical. medical, <Iud relate,'; benefits designed to atrord tho; ern· 
p!oyecs, full or $nosta••tially full protection against expenses of bot!'! eom~ 

. mon and caustrophic illness or injury. 
Responsibility and authority 'for administration of the health bCl',dits 

program m the interest of both the employees and the Governm~nt is vCMed 
in:the U. S. Civil Service CommissiQ!), The Commission will ¢J(l;cute <:Oll~ 
tracts with the Government-wide serv,,:e plan carrier and the Government­
wide indemnity plan carrier and will make suiuble arr;lngemeots to pJace 
the other types of plans in effect through appropriate contracts or agree­
ments. 

Proyision is made for the prime insurer under the {;Qverr.ment-wide in~ 
dernnity benefit' plan to reinsure with such ether qualified CQfIlpanies as 
rutty elect to part:cipilte. in accordance with an «jultable formn!a. SimEar 
prot"ision is made for Inc prime carrier under the' GO\'emment.wide serv­
ice benefit pian to ailocate its rigi:ts and obrigations UIldcr its cOntrttet 
among' such of its llffitiiltes as may elect to participate. 

No person will be excluded'from participation in,the health ber.efilS pro­
grnm Jeeause of race, sex, health StatuS, or (at the time of first opportunity 
to' ellroll) age. 

With respeet to the serviee be:!cfit plan ll.:1d tbe indemnity benefit plan; 
the reported hi!! requires the Commissiol1 to enter'intl) contracts which 
ca.ll for premium rateS th;u are competitive with those gener<llly charged 
for l!. new group health insurance :wId to large =ployers. For the premi. 
ums agreed upon, the C(lrr.mission IS charged 'with negotiating the best 
possibk basic health and major medi.::al benefits.' These provisions are de­
signed to assu're maximum heal:h benefitS for empioyees at the lowest p9s­
sible eost 10 themselves and to the Govet'tlment. 

The Government wlll contribute 50' pettent to the 5ulnlcription charge 
for each c~rolled employee, but not· more than certain amou."lts which the 
Commission may prescribe from time to time subject to (1) biweekly minj~ 1 
mums of $1.25 for an individual employee or annuitant, $3 for an employee 
or an:,witant and famiiy, :tnd-$l'.lS Eor a female employee and family in~ 
dU,d:ng a nondcpcnd-cnt hush.tnd, and (2) biw·cek.l,).' maximums of $1.75 
for an individual i!mployef:. $425 for an employee or annuitant and [ami;y, 
and $2.50 fer .:t fcm~lo:: employee und (ami;)' including a nO:Jdependcnt hus­

'band. The pn:w;sions for t':Qntribntions ate ~datcd to the service lienefit 
plan and the :ndemn:ty benefit plan authorized liy section 4 of the bill. thus 
permitting each employee to exercise independent judgment and obtain the 
plan whieh tHoSt suits Li:fof her ir,dividual'needs or family,dn:umstanees: 

The biIJ provido::s for so::ttlng-aside imrtions of total contributions {I) mn' 
, exceeding 1 perccnt for administwtive expenses, and (2) not exeeedi:Jg .3 
percent to provide .a contingency reserve or margin for adjustment based 

. on cxperience without s«kiog further legislation. . . 
The Commission will m~lI~e :w;dJ!!.hle to each. employee e:igfble to enroll 

in a health b<nefits plnn i!\formatlon which wiU enable the employee to ex­
ercise an lltforrt.cd choice among the variOl.:S plaos. Each <;mploye-t: will 
be issued an appropriate· certificate smnmarizing the benefits under the 
plan selected. ' 

Tht: bill autl':orlze-s. the Cha):man 01 the Civil Service C;lmmission to 
appoint an advisory commi~tee 01 five members, comprising empJoyCi!s en­-- '" ._-.p 2916 . 
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rolled under the act an<cf elected officers ot employee organizations. .This. 
committee (which will per/arm a solely advisory function} replaces: the 
Advisory Council w~ich would have been provided by the Sl.:r;;Jl~ hill: 

The bill omits those parts of the Senate bill which 'NOllld have (1) tllw 

tf,t,iisncci a Bureau of Retir~mcllt and Tnsutance in the Civil Serviee Com­
. mission to administer the health benefits pr{!gr:'lm along with the retire­

ment and life inlwr,;mCe prognm:s, and (2) n:fjuirl:U prior submission of 
he..!th benefits contraets to the Post Office and C,vij SCr'>'!<:e Corna-duees 
of the Senat,;!'3fld the Hou$c·oi Re;lTl;Hmtatives. In the ;Ucig!nCI:t of ~he 
eomrn~uee> the assignment of duties in connection with ·admlnisrr:uiolt of 
the program should be left to the dil>CTetiou of the Chil S,-:p'ice Co;nmis~ J 

sicn, which is responsibte for $ue;;ess of the prog:am. The eornm;ttee is , 
cO:lvinc¢d that the prior l>ub!nis;ion of contracill wou;d have tC:lded to iUI­
pede and interfere with progress in the estllhlishment a.nd opera.tiOll of ~he 
pn.gram. 

COST 
On the basil> or the (ormula, provided by l>ccHon 7 or 1r.e reported 1.;'iIl, 

for a SO percent Government (:unttib1.ltio~ subject to ccn'l,in !irnltatiofl$, the 
cost of the program for thc nrst year of operll.!ion is c5hmated at $214 
million, of which approximately one~half will be paid by the Government, 

AD1.fINrST,RATIVE REPORTS 

The reports of the Director of the Bnreau of the Dudget and the Chair­

ma.n of the U. S. Civil SerVice Commlss:on (directed to S. 1162 as passed 

by Ihe Senate'and submitted before the <::ommittee amendment w;'l;S \!raft. 

ed) recommend approvlli,oi a heaith beneflUi program idcn&al in pnncijlk 

to the program whkh will be established by the bill, as reponed by this 

committee, except that such reports favor a Government contributioil of 

3JV3 percent in lieU'of SO percent as :'Iuthorized by the reponed,bilt The 

Post Office Department, L1C Department Q'f Health, Education, :md \Ve:. 

fnre, the Department of Defense, and the Comptroller Ceneral <:f tho.: 

Unite<! States also subrnltt~d reports favorablc to the prindples of tile re­
·~'I· , .porw<J-vll. " I" 

.The eO:llmittee points out that the Civa Service Commission, tlte Bureau 
of the Budget, major employee org,luizatlons, :.md leadiq; comjl:,nit~ and 
associatiOns which now provide health bencfits and will participate in this 
p~ogr.1m, have agreed to the terms Ot the rCl.crled bill, in II spirit U1 com­
promise .and cooperation, in order that an cffe>:'~h'e ::wd ,fW:lll<:lal1y sound 
Government "!Tlp:oyees health bi:lic5ts program ma)' 'bee'ome a rcali:y at 
the e:irliest possiblc time, The committee dcsires to expr~'ss its apprrcia, 
tien for"this <::ooperatlofl and joir.t et:::cavor to hrlllg' [tboat a n~S>llt in tbe 
general interest of the Government ·and all ptlrttes concerned. It is be­
lieved that the final ag:ree~ent reprcscnted by the reponed oil! will receive 
overwhelming appro,,:.l by Federal employees, full coopcraticn uy the com­
panies and associations which expect: to participate, and Support of the 
Gorem~ent dcpa.rt:nenu an,a agencies concern¢t'!' " 

The "rtl\t of the reporu of the Bureau of the Budget, the Civil Sen'ice 
COmrniS$lOn, :'he DCJ»l~~ment of Defense, tbe Dcpnrtment of H\:nlth, Edl1- .. 
"ation. and 'VcHare; and the Genera! Accounting Offic!O appear immedi. 
ately follQwing' the cxpln.:lation of the hill, as reported, 
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EXPLANATION or TJ'{E BILL, AS R.EPO'RTEll 

SHORT TITLE 

The (,rSt section Qj the bill creates a short title whkh permits the pro­
vls:Q/lS (it this legislation to b~ conveniently cited a$ the "Fedc~al Em. 
ployees Health Benefits Act of H}S?," 

DEFl~ITIONS 

Section 2 dennes the technical terms used throughout the act, as follows: 
Subsection (a) deftnes the term "employee" to ~ncJude an appoimive 

or elective officer or employee in or uncer the executive, jucicial, or legis­
lative branches of the U. S, Government and all employee of the District 
of Columbia government. lnc!udcd within the definition arc Members 
of Congress, the Official Reporters of Debates of the Senate and their em· 
ployces, und employees ¢f Gal:audet College. The definition of the term 
"employee" does not i:Jeiude members of the Armed Forces ("unifon:lf:d 
services") and noncitizen empJoyees whose' permanent duty stations are 
located outsi;]e the Uaited Stntes. Also excluded 'are employees of certain 
corporations which are under the supervision of the Farm Credit Admin­
is!rn.tion, of which <=orporat;QTIS any mem~r of the board of directors 'is 
elected or !l.PPolflted oy private interestS. ' 

This defiuitlon wiIl operate to provide co\'erage uuder the bm to the' 
same gronps of employees who nrc covered under the Federal Employees" 
Group Life Insurance Aet of 1954, as amenued, except that emp~oye('s cif 
the TenOl.:ssee Valley Authority, who have been 5pecificuJly excluded hom 
the definition, will not be covered, This exclusion was made at the request 
of the Tennessee Valley Authority becausi: employees of the Authority 
have their own contributory henl~h benl)fits program which has been operut~ 
log st;ccessfuJ:y, ' 

Subscetion (b) defines the term "GtlVcrnmcnt" as meaning the Govern­
ment oC the United State:a of Americn to distinguish it from State nnd l,oeai 
governments, 

$nbscctiDll (c) dcll'll.'5 the term "nnnt:itarit" to'indurie_ 
(1) :m err.ployee who re:ires on of after the effectivc date (Jnly I, 1%0), 

memioned in section 15, under the Civil SerVice Retirement Act llr other 
retirement system for civilian cmp:o-yees, on an immediate annuity after 
12 or more ye:us of.scrvice 07 for disa1;Hity; 

(2) tl. member of a family who receives an immediate a.nnulty as the 
SurVll'or of a retired employer described in pa.ragraph.(1). or au employee 
who dies ;titer cOf!lpletilig 5 or more years of service: 

(3) an emp!oyee wl::o receives Geneiits under the Feceral Emp!oyees' 
COll1jlcnst,,;l.:m Act as n rc:sult of illness or injury to himself and who be­
cause of the illness or injury is determined by the Secretary ~i Lnbor to 
be unable to return to duty; alld , 

(4) a member of a family who receives monthly compensation as the 
stl~viying beneficiary of­

{A} an cn;ployce who dies of an illness or 'inj:ir"y 'oompensable 
under the Fedetal EIDployecs' Compensation Act after: 5 or more 
years of service, or 
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(B) a fQnner employee who .dies while: receiving compensation 
benefits and is held by the Sl!efetary of Labor to havc.bfen unable 
to return to duty. . . 

Subsection (d) defines the term "member of iamiii' to ,illdude­
an emp,oyee's Of .annuitant's spouse; 
his unmarried cltildren under age 19: inclucling­

, (l\) au adopted child, and 
(n) 'u stepchild or recogni.:!:¢d naturnl·child W!lO lives 

with him in a regulnr parent-child relationship; :'Iud 
(C) his ur.mllukd c!!Hdrcu, H'J;l1nlics$ of a;c, w:!Q 

are incapable of self-support because of a disability thilt 
c'xisted prior to thelr reaching th;.: nge Ot 19. 

Subsection (e) defines the term "dcpi!odent husband" to mean a hush,md 
who IS incap:tblc of sclf-~upvort by reason of mel:!a) 0, physicai dil:ab:ii:}' 
which can be ex~cted to continue lor more thnn 1 year. 

S'\lbse~\:on '(f) ctd.incs the term "health ix:1;ellts plan" a.s meaning CSscn­
tially a group insurance policy, contract, agreement, or simil::\r hfOll;! nr­
rangr:mer.t provldl..'<'.l by a carrier for the pllrpose of p'roviJing, paying for, 
or reimhursing expeni;cs for health serviCt"$. 

Subsection (g) defines the term "carrier" to include a voluntllfy associa­
tion, corporation, partnership, or other' nongovernmentnl org.1niznticll 
which provides,' pays for. or rcimbu~ses the cost of hcalth services 1.Jlldcr 
group i!1S\:rance contracts, agrCC1:1Cnts, or similar group nrrnngcmcnls, in 
consideration of premiums or other periodic charges p.a.yable to the carrieL 
The l.lt:finition indudcs <" h~a!th b~ncEts plan tlu1y sponsored or um!etwtit· 
ten by an ~mployce orgnni:.:ati,on. . . 

Su!)s~c!io!l (h) dc;mes the t~rrri "CommiS$lon" .as me:tnfng ~hc U. S. 
Civil Service Commission, to which is assigned the responsibility of ad· 
mbisteri:lg this lcglsl:..ticll. . 

Subs<x:tion (l} defincs the ierm "employee {)r;;:lIlizatkm" to illch:J!! an 
assxlation or other orgj,:111:ation of employces whkh_ 

(A) is national in scop~ or 
(n) in which men:bcrship i1' open to all employees, of n depart. 

ment or agency of thc Gov~rnrnent who arc digible to enroll I:; a 
h('alth beMnts plan 

and which Oil o~ hefore Decnrr:her 31,1939, applies to the Commi$sion for 
, approval oi a plan which it spotisors or underwrites. . , 

In addition to the hcalth ix:nefits. p;~n5 pro~'ided by natlonal cmployc;; 
lahvr Qtgunizations, this In.ngunge w(mld include employee orgr:uiz:dcn· 
spUllsorro plans sue:' as those of tbe Feder;)l Butc;t\! of i(l"esti~atiol1 .. the 
National Security Agency, the U. S, cItizen employees of the l',tnatrn 
Canal. tllc Foreign Service, tile Ccntra; Intel,igence Age'ney, IUld the 
Postal Hospital Association of S(. Lou:s.. 

ELEw"ION_ QF COVEHAGE. 

Section .3 provides generally f(lt eleebw of health her.:ents plMS by 
emplQyees. 

Sub$,:ctio"n (a) permits an eligible employee to cnrol.l. either as an in­
rlh'ldua; or for self and ia.mily, in Ii health benefits plan approved by the 
Civil Service Commission. This. $chsectjon uw.thorizes the Commi$Slon 
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(1), to ?r-escrioe rcgulatio~s fixing the time. manner, and cor.ditions of 

eligtbility for enrollme!1t and (2) to excludc employees from enro!;ing on 

the baStS of the nature and ~ype of their employment or concitions pet'~ 


, talning thereto 5llCh as, but not limited ttl, sbortwterm appointments. sea· 

sonal or In:ermitt~nt employment, and employment of like nature. How­

ever, no employee may be exdcGcd by the Commission's regulations soldy 

On the basis ot the h:1%f1roous nature of his job, 


Su~ectil)n (b) permits an annuitant to continue his coverage after he 

retires if he was enrolled in a health benefits plan under ,he act for a peri. 
 , 
od of nI?t less than (A} the 5 y'ears of service immediately preced:ng re~ 


tirement or (B) the lull period or periods of service,between the date he 

first becomes di~;ble to enroll in aplan and the date an whleh he hecomes 

an annuitant, whichc\'cr is shorter. This subse<:t1on also permits the sur­

vivor of a dcct:ased em;;!oyce -or annuitant to continue his coverage ii the 

sun'i\'or was enroiled 115 a member Of the family at'the ume of the ern­
plnyce's Or anl1~it:mt;s death. , , 


Where -:J. husrond n.nd wife .are both Federal employees, subsection (c) 

permits either one to enrol! individually or to enroll' for self and family and 

prohi,bits any person from enml!lng hoth as an employee -or annOltant and as 

a member of the !;lmiiy, 


Subsection (d) p.:tmits an employee or .aurruitant to change from indi­

vidual to family coverage ()r vice versa at such time and under sueh condi­

tions as the Commissian m::.y prescribe, 


, SubseC;lon (e) rl!rmits an employee or <lnnuit:mt to transfer his enrol!­

ment from one health hendits ,IJan to another at sueh tin)e and un-der such 

conditions as, the Commi!sion may prescribe. 


,l--IEALTH BENEFITS PLANS 

5«t:on 4 authorizes the Commission to contract for or approve the foi· 

lowing health ben-cfits plans: 


(1) One Government-wide service benefit plan of the type commonly 

provided by Dlue Cross·nhle Shield under whIch payment for medical 

service~ IS m:tde, insofar liS possihle, Ulld1!r contracts with hospitals, physi­

cians. and DeMel' vcndors of medicll1 services. Where sud1 payment is im­

practic:.ck, it wil! 1)[: mild,;; direet:y'to the employee, 


(2) One Government_wide indemnity bcm:fit plan such as is ¢orr:m'only 

providec by comIllercial ltlSUrance companies. Und(!( tats type of plan pay­

ment fnr medical sen'ices rimy he made dir~tly to the employee' or directly 

to the vendor of the mcdical services, 


(3) Err.ployt'e org;nl!zation plans whieh are sponsored or underwritten 

by employee organizations, To be eligible under the oi,H, the organization 

which spollsors or underwrites the plan must have had in operAtion II pian 

which provided hcallh ben~fits to its memb~rs on July l. 1959. Employees 

will be able to enroll in these employee orgnniution plans only if at the 


, time: of enrollment they Me members o:f the organization, 
, (4) Two ,types of -comprehensive medkaf p!ans-{A) group-practice 
prep:tyment j)~aus and (B) individual-practice prepayment p!ans~ 

The Government-wide service benefit plan and ,the Government-wide 
Indemnity benefit plan will each offer tw¢ options. providing varying 11!\'els: 

'of benefit£ at \'arylng subscription chargts $0 that every employee will 
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have an unrestricted tholee between the service type plan and the indemnj­
,ty type p1nn and, within ~h plan, between benefits nnd ~ubscrjptjon 

charges which be:gt suit hls family circumstances and his ability oo.'pay. 
An employee who belongs to .an assocint:on which sIler-SON an emp-1oyee 

organization plan will have the additional choke of cnrolling ill his as­
SOCiation's plan. Employees who are located in areas in whi-th a group­
pf:1ctice prcpaym(ln~ plan' or an individual-practice pl'cpay:ncllt plan op­
erates wlli hay;,>; the further choke of enrolling in such a cl)mprchensive 
medienl plan, 

,TYP?S OF BENEFITS 

Seetion 5 stip:llatcs tha~' the be~cfits tv be pnwidcd uaccr the plans de­
scribed in section 4 may be of tbe fotJowil;g tl'PCS~, 

(I) 	Service benefit _plan­
(A) hospital benefits. 
(ID surgical btncfits. 
{C) in~hospital mecieai benefits. 
CD) 	 amhu:atory patient benefits.. 
(E) 	supplemental benefits. 
(F) 	obstetrical benefitS. 

(2) 	Indemnity benefit" pl.an­
{A) hospital care, 
(n) 	surgical care' and tr~atment. 
(C) 	medical care and treatment.. 
(D) ohs:t~ttieal benefits. 
'(2) prescrihed drugs, medicines, and pros~lH!tjc dc­

viees. • 
(F) 	other medical suppli<!s and services, 

(3) Employee organization plans­
Benefits'of the types described in parngrnph (1) or'{Z) 

or both. 
(4) 	Comprehensive medical plans-­

Benefits of the types described in paragraph (1) Of {Z} 
Of both. 

The general effect of section 6 is to authorize and require the Ci\'il Serv~ 
iee Cmnmi!lsion to take" appropriate action to contract, or to mtlke other 
arrangements, for h~al~h.beflefits. pian;;, 

CONTRACTING AUTHORITY 

Subsection (a) authori:zes the Civil Sen:ice Commission to negotiate 
contl":lCts with qualified carticrs offering plans described in feetlan 4. -The 
suhsecticn requires eaeh such contr;:lct to be fDr a uniform term ¢f at least 
I Y<'U and perm:'ts tbe contraet to be mAde au:omatically renewable from, 
ferm to term in the a!:lsence of notice oi termin:'ltior:: by either part)'. 

Paragraph (1) of r.lhseetion (b) requires tl:::c prime tarrier for the in· 
demnity benefit "plan to be a company whieh is licensed to issue g'rou;; health 
in!lllranCe in all the Sta"tes and the District of Cokmhia. 

Under the related authority.to prescribe minimum s\:lnd:mls {or c.:Ir­
ricrs, vested in the Qvil Service Commission by subsection Cd), it is cx~ 
pcctcd that one of the. standards for the prime indemnity carrier will be 
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the volume of group health insurance business it has handled in the past. 
The Commission is expected to choose as a prime carrier a company that 
has by the volume of its operations demonstrated the experience and ca-', 
pacity necessary to handle what will, undoubtedly be the largest policy of 
i,ts kind in the world. In-addition to requiring licensing in all thc States 
and, the District of Columbia, the Commission will presumably apply some 
volurnc-of·lmsincss test, s~ch as requiring that the carrier selected shall, 
in the most recent year for which data are a'vailab!e, have made at least 
1 percent of all group health insurance benefit payments in the. United 
States. 

Paragraph (2) of subsection (b) requires the prime carrier of the in­
demnity benefit plan to reinsure with such· other companies as may elect 
to participate, in accordance with an equitable formula based on the t~tal 
amount of their group health insurance payments in the United States dur­
ing the latest year for which such information is available .. The reinsur­
ance formula is to be determined by the carrier and approved by the Com­
mission. Under paragraph (2) the prime carrier for the ·service benefit 
plan is similarly required to allocate its rights and obligations among such 
of its affiliates as may elect to participate, in accordance with an equitable 
formula which the carrier and its affiliates will determine and which the 
Commission will approve. 

This practice of reinsuring and allocating rights and obligations follows 

closely the policy laid down by the Congress in the Federal Employees' 

Group Life Insurance· Act of 1954 and ensures ~hat all qualified companies 

and organizations which are engaged in providing protection against the 

cost of health services will share equitably in the contracts tO,be negotiated 

under this act, if they desire to do so. 


Subsection (c) requires that any contract negotiated by the Civil Service 

Comm(ssion shall contain a detailed statement of benefits offered and in­

clude such maximums, limitations, exclusions and other definition of bene­

fits as the Commis~ion may deem necessary or d~sirable. 


Subsection (d) authorizes the Civil Service Commission to prescribe 
.regulations fixing minimum standards for participating· health benefits 
plans and for carriers offering su'ch plans. 

Subsection (e) prohibits ~he Civil Service Commission from entering in­
to any contract or approving any plan which excludes employees or an­
nuitants, or mcmbers of their families, Decause of race, sex, health status, 
or, at the time' of the first opportunity to enroll, because of age. 

Subsection (I) requires each plan approved by the Commission to pe~­
mit an employee or annuitant whose enrollment in the plan is terminated, 
other than by his voluntary cancellation of enrollment, to convert from 
group coverage to i~~ividual coverage. It is expected that when the group 
coverage of an employee or annuitant terminates, he will have continued 
tcmporary protection for 31 day's without current contributions so that he 
may have reasonable opportunity to convert to individual coverage and 
thus a\·oid an interruption in his protection against the cost of health serv­
ices. Th·c terms or conditions under which the employce or annuitant may 
convert will be prcscribed by the carrier and approved by the. Civil Service 
Commission and the employee will have to pay the·periodic charges of the 
converted coverage directly to the carrier. 
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Subsection (g) requires tbat the converted coverage shall, at the ,<lption 
of the employee 0: annuitant, be noncancellable by (he 'Carrier except for 
fraud, m!crinst1canee, or nor.payIncnt 01 periodic: charges. 
Subs~tion (IJ) stipulates that the premiums to be charged by the carriers 

for approved hcnlth benefits plans shall rcasom,hly amI equitr.1>ly refleCt the 
cost of the benefits provided. The subsection rcqltires that the ;m~mitlms 
fOr the 'ilervi(:e ~rtefit pl.m and the indemnity benefit plan be determined 
om D. basis Which, in the judgment of the Civil Service Com:n:ssion, is con~ 
sistent with the lowest schedule of rosie ratel> generally charged for new 
group health benefits plans issued to large .employers, This Sllbseetion fur­
lher rtqu;~c$ th:;t ptemium f:ltes determined for the first contract term 
(,hall l:te con~inued for suus"C!iuell! contract terms CXt;cpt !hat they mflY be. 
readjusted for any subsequent term hased on past expcri.em::e. and benefit 
adju5tn:ents under the s:lbs?qnen~ contrn<.::t, Any rcadhstmcnt ltl rates is 
tcqllired tl) be mtlde in advar.ce of the contr:lct term :n which the new 
rates will apply ;md on a basis which, in the judgment of the COf:!mission, 
is conSistent with lhe general prad:ce of carriers which issue group health 
benefits plans to large employers, I 

" The effect of sllb~edon (h) is to make cerla:n :hat the premiun's which 
the Government .will have to pay for the strvice hc~etit l:\ao and the in. 
demnity benefit plan will not be more costly th;m'thosc charge<l by the in· 
custry to other large employers. 

CONTRIBUTIO~S 

,Section 7 provides fer co.ntributions by the GO\'e~nmcnnmc llY employees 
to. subscription charges. • 

Paragrnph 0) 'of subsecti<m (a) spe<::fies the ,GovernmC!lt's con~ribu· 
tions to. the subscription charge for tach cnroikd I;!mpJoyec Hlld lllluuit,uit 
as the JC$$eT or"(A) 50 percent of the subscription charge or {ll) such other 
amomlts as the Commission prescribes. 

The amounts which the Co:nrn:ssion may prescribe, in :>ccord:l!lee wi,tn 
clause (B), above: must not (i) be less than $1.25 or w.ore than $1.75 bi­
weekly for :>n i~;viC:b!!l who is enro:!(;{i for self nlont, (it) be less, t~an 
$;, or more thar. $425 biweekly for all individuul who j" cnrolliXl fOT sea 
and family, or (iii) 'he less than $IJ5 or more than $2,50 biwe'Ckly for It 

female emp!9yee who enrolls for self alld fAmily if the f:tll!i~y includes a. 
nomicjlend(!nt h;J!lhand. 
, Paragraph (2) of subst:<:tion (a) authorizes the withholding- from an in­

,cli\';dll;t;'s s[,:ary or nnuuity of the dl!:cren-::c between the tot!!! !nhscrip­
ti{ln charge of tne plan in which he is. cnroUed and the Got'erllnlCrlt's (0(1« 
tributio:l to the subseriptiO:l ch:>rge_ The ebpJoyces' cOlltri!H.~tion$ will be 
m;;de thrQugh.paymll dcductio:1S, lU i!i the C,1se with rC"jwC1 to cn:ployr:<:s' 
contrihutions nnde~ the Ch-i! Service Retirelllent Act am] the Federal .Em­
ployees' Group Life Insur:mee Act of )954, 
, (3) Paragraph authorizes tLe Civil Scrvkc Cnmrnissi')ll to adjust the 
contributions of the G""ewment :>I\d of the employees and nl1nuitants to 
a p.'l.rtieular plan wher.ever past.CJ<perienCt indic!!les th..! sueh rill adjtl~t . 

. mm: is warrame;; or w}jeneve.r there is a c~\;mge in b::nef:'ts o{[':feJ by the 
plan, 1"\11)' such adjustment mllst preserve the same ratio uetween 1he Gov_ 
ernment's and employee's' or annuitant's contribution as existed originallYi 

2923' 

http:advar.ce


_ LEGJSI.ATIVE HISTORY 


with the one exception that tnt: Governn:tent's oontri'bution cannot be ild· 
juste,! to. a hiwcekly amount which is mOre than the $1.75, $423, Of $2.50 
~Fecified iI. Su~scc[ion {a) (1). 

The net euec: of this provision is that the Commission will preM::ri1ie the 
tr.nxlmum contribution wh~ch the Government will make to each upp,,:wcd 
health ut:;w5ts plan and so lie able to control the tout cost of the program 
to the Governmcnt. . 

It is expected that the Government contributkms preseriLcd by the Com­
mission will be 50 percent of the sub5cription charge to the approved plans 
in which ml)st employees are enrolled, Thus the Government and the em· 
plop,:", or annuitant will each contribute 50 percent ?f the subscription 
charge. 

Therc mns be some plans or options wi:t:.ill plans which will pn:whle 
belldits superior to the benefits under other plans or options and :for which 
the subscription ehar'ge per enrollmc:lt will exceed the sum of ~l:e !'rc> 
scribed maximum 'Government contribution plus a matcHng contrioutku: 
from the employec or a.u"nuitant. Where an, employee ehooses to enroll in 
such Ii superiQr-!;n,!ndit plan or option, the ex-iess portion of ~he sunscrip­
tior. eh~rge wi!! he widlheld from his ~lary. 

Any n.dju·stmcnt in C01!tribution rates m-cst, within the specified limits, 
prc.scn'e the ratiO wlJkh originally cxisted betw~en the employee's or nn­
l:uh:J.C1t'S contrillutlon and the Government's contribution. Ii in the future 
3:1 adj:.tstnlt'!lt wi]: (because of the ma.-ximums imposed on the Government's 
contribution) result in destroying this ratio, it is contemplated that the 
Ch·n Sen'ice CO)mmission wil! cal! the m'!:tter to the attentiOI1 of 'the Con· 
gress in adv"nce so that t~e legislation can be amended to increase the mtlx· 
imum Gon!rnment contributions if the Congre~s wishes. 

Subsection (b) authorizes the Civil Service Commission to 'continue an 
'employee's, co\'(:rage for a period of ,up to)1 year (exclusive of auy tem­
porary e.xtension of coverage) while he is in a Jeuvc-with0ut-pay Sltlt\!S. 
Because the employee will not .be dra..vin~ tiny pay during this period, no 
contrihutions can be withheld from ilis salary and, thertiore, the Cn:1mis~ 
sion is nuthori;.:cd to waive both the employee's and the Go,}\'crnmetlt'~ COil· 

tril::ttlons \Vb\e the cmpl~yee is £n a le,h'e-\v-ithout'pay st<ltus, 

Subsect:on· (c) directs tr13t the Government's contrihution tow:!.rd the 
ccst of the progm:n je paid from the Iollowing soaRes: 

(1) For IT.cst employees, from the appropriation or fUM which 
is used fcir the payment of Jhe~r saiartu. 

{Z) In the <:ase of aft elected oaicial, from the. appropri:ltien; 
Qf' {uIlil which is available for payment ,of uther salarieS Ot the 
same office or estahlishment. 

(3) In-the case of an employee in the legislative hranch whose 
salory is paid by the Clerk of the House of Repre$~nt;lti\'es: from 
the contingent fnnd of the HOllS':. 

Subsection (J) directs the Civil Service Commission to provide for the 
conversion of the biweekly eOntl"iLlUtion rates to weekly, monthly or other 
ra!cs in the case of individuals who are pa}d on other thall a biwc-.:k;y basis 
ltuJ p;;rmits the converted rate to be adjusted to the neareSt cent. 

2924 

http:tow:!.rd


EMPLOYEES HEALTH BENE.fITS ACT 

EMPLOYEES' HEALTH nENEFlT$ FUND 

.Subsection (a) of section 8 creates an l:mploycc$ health l:>cnefits f!.lnd, 
tc be lldmir.istcred by the Ch'i! SetVl':¢: Commission, which is made avail; 
able without fiscal yc.1.r limitation lor the pilymem of all premiums to ap­
proved hcaltll beneSts plans and imo which all contdhutions of employces, 
annUItants, and the GDvC~llmerlt sh4!l be paid. 

Sllbsection (6) rct>ub:s tLat pordo.ns of the comribu:ions m.ilde by em­
ployees, anr.u:trmts, and the Go\'crnment shall be rcgu:arly set aside in the 
fund· tiS follows: 

(1) A percentage, not to exceed I perecnt of all such contrlbu~ 
lions, determined by the Commission as rcusonably ad!;quak to 
Pay its adm:I1lstrative expenses under this hill. 

(2} For each health benefits plan A pcn:cntage, no! to exceed 
3 p<:rctnt of the eontriht:tions for s1lch plan, cletcrm;necl by' the 
Commission as reasona.hly adequate to provide n cOll1:iIlg'cney re­
serve. It is ex;:l\~cted that these contingcr;cy, reserves will be J1Y;;tiI­
able tu defray antieipattd Inere:;seB :11 iut~re' premiums and it is 
hQped that their use ill this manner wi!J rostpone hr a reJ1so!;able 
period of time tbe necessity of i!lCfc:rscs il! contr:bution rutes" 
Authorization is Also contained in this subsection for :lfiP!ying !ne 
contingency'reserves to reduce the coutributions of employees and 
the Go'-'crnment or to increase the Jxrent$ provided by the piaI'. 
from which 'the reserves :\rc derived, It is required that the con~ 
tiugency reserves set aside for ea.<:h plan-will' he used for the pur­
}loscs rncntione<l above with respect to that pla.n only_ 

I 
Subscetiou (c) autho~i~es the Sectdary of the Treasury to invest any of 

t"h(~ moncys in the employees he~lth benefits fund in ,intereH-/)earing ob­
Ilgat:ons of the United States and to sell such ohligations {¢f the purposes 
of the fund. All interest derived from these im'cstrnents ::md the.. proeetds 
fnom the sale of obligations will become a part of the fUl!d. 

ADMINISTRATIVE EXPEKSES .~ 

Subsection (0)' of section 9 'authorizes the cxpcn\litnrc frem the em­
ployees' llfe insurance fund for the fiscal years 1960 <tnd 196:' without re­
gard to limitations on that fund. of li<uch,$ums as m;;y he !:cccss:lry'to l~YI 	 the administr;Hivc expenses of the Civil Savle!! Comrr:ission hi f";lrryill,~ 
;Jut tIle provisions of the. Federal Employees Health Benefits .~et of 1959. 
Tr.e subsection requi:es that reimbursement ior sums 50 eXjJenccd bc m;,,je 
from the employees' health bene~t$ fund tc'the cmployce:;'":ife insurance I 

, 

'I 

fund, together with interest :;t a rate to be d&tem:i;led by tho! Sccrdary of 

the TrenstJry. . 


Subsection (b) t:lakes the employees' heallh benefits fund nvni!ahk (1) 

to reimburse the employees' life'insura)!ec {tma, ~,s indicated and (2), w;th~ 
in such limitations as may tv: specified amitlany by the Congress, to pay 
the expellSI!S of the Commission in admiuistering this legis!at:oll for the 
fiSl!al year 1962 and subsequent years. 
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ADl\lINISTRATION 

Subsection (a) of section 10 authorizes t~e Civil Service Comminion to 
promu]g;.te $\1ch feguJ>1.tiollS :l.S mn.y be necc!>'sn.ry to give e[fect to the irt­
ten~ and Furposc.. of the Ft'dern.! Employees Health Ueocilts: ACt of 195'. 

Sub5ect:on (b) ;c'lk:ireB the Civil Service Commission t(~ specify in,its 
reg!ll<;(ions the beginning :I!;(! ending datcs of Coverage of cmplo},<'cs and 
a.nnuitants :;.nd tll<cmbers' of their IamiEcs_ The subsection permits the 'Com­
mission, by re;;nlntlon, tv grn.nt a lem;lOrary e.'ttemion 9f COverage upon 
c:mcd1lUlon (ml:<:r th"H "dmu;.ry cam:ellation) of enroliment. \Vh('re 
the c>1.ncel!;;uQII is for rC>1.sons oth('r than the death of the employee {lr an· 
r,u:t':::lt, i:- is expccled that the temporary extenskm of coverage .,..HI ton­
tinuc :(lr 31 duys, Whcre the C:lnccllation is (In aecm.mt of the death of 
the l!mp!oyec or nrmuitau:, :.his subsection permits a tempora.rY'extension 
of coverage for members ot the family fo.r as long as 90 days l1fter the 
em! of lh..: pay periOd or month in Wllich the death 01 the employee. or an· 
nuita:Jt occurred. In any case., it is in:cnded thut the temporary ext(':l5ion 
of coverage will be without current contributions by the t.'11lployee or an­
nuitant, or member's uf his family, and by tlte Gol'ertlmcnt. 

Subiicct:on (c) provides that :ttl employee enrolled under this legislation 
wno is removed or suspet:ded without pay and lat('r rcinst:lted or restored 
to duty bci:;mse the rem(n'nl or suspension was unJustified ,or Unwarr;lnted 
shall have hi.. coverage restMed so that ce may enjoy tl:e same bendits 
as if removal Of suspension had not occur~e:'l. 

Scbseet::on (d) requires that the Civil Service Co"mmlssion shall make 
ayail,,";t~e to each employee $llddnformation as may he necessary to enable 
him to exercise an :n:onned choice among the various plans availahlt'. 
This information with respect to t:le G(}vern:m:m~widc fadee b<!ndit plan 
and the Government-wide illden:n£t)' benefit plrm must be in a form ae­
ceptable to the Commission and \vilJ be developed by the Commission aiter 
consultat:on with the C;lrricrs, It is expected thnt infcrmt.tio:l with respect 
to the empj(Jyee organization pbns and the comPtdlenStVe medical plans 
wi!! be prerar<:d and :1ist:,ilJulcd by the respecti\'e carriers; howcver. this 
ilJiormatioll ll1tl$t ·II!$:)- DC ,1jJ,Jto\'{al by thl: Commission. Each employee 
who enroUs in ,11;ea;,:; 0<::1(:6:5 plan 'will be issu(:d an'appropriate certifiCate 
summ~rizi;;g the s(-rvices' or bendiu pro~'idcd by the plan. These cer· 
tificates will a1$0 have to be approvcd by t1:e Commiss:on. 

STUDIES, REf'ORTS, AND AUDITS 

Subsection (c) of section i1 stipt:lates th:tt the Civil Service Commis~ 
sion snail mnke a contim:illti 5~U;:y of tIle 0Pcr:;:ion and adminlstution of 
this legisl>1.tioTl, i.ncluding- !l\lrn\p ,1.1:,1 reports 011 lvw.!th hencSts "bng >1.',':;i1· 
able to employees and on the c~p-e~:encc of £~Ich .,l:ms, It is cxpec:.ed that 
ill making this study the Commlffsion will inc1udG tilly instances of l;l',J;;rcnt 
oYC:'Jtili~nti<1:; of hnspit;jl fnci1itie~ aud. any instances of r.p?a~endj' I!X~ 
ce%;"e c'!l1rges 11y p'.trveY·)fS <)f'he>1.lth scrvicl!s, , 

Subscetiorr (b) rC<ldr,!S carriers to farnish such reports all the Civil 
Scn'il;e Commi~s;QI: ,!eterm:l1cs to be llec~~~a:y to enaL!(' it to carry out' 
its fUllctions under this lcgi.sl:u:on and per'mits the Commission arid rep~ 
senw.tivcs Qf the General Accou;;t:tlg Office to examine any rec~rds of 
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jth.:: carriers which either the Commisslon or lhe General At:counting Offiee 
deem to ile pertil\cnt to th~ purposes Df this kgis)4tion, " 

Subsection (e) requin::! Government departments, agencies, and indt:· 
pend~fit eJ;tabliJ;hmems t>:) keep such :econ]s, rr:llkc snch c,~rtifica.!ions, and 
furnish the Civil Service Coml:lissiOn such informntiQn .111d report's as may 
be necessary to enable the Commission to C3rry out its functions ,ullder the '" 

, It:gislndvtl. 

REPORTS TO CONGRESS 

Section 12 requires the Commiss£on to, tr:msmit to the Car.gress an a.n­

nual report concerning the operation of the Federal Employees Health 


'Benefits Aet of 1959, 


. ADVISORY COMM1TTEE 

Section 13 reqnlres the Chairman of the Civil Ser....ke Comrnisskm to "p­
point a committee composed of five membcN, who will sen'e with-out com­

pcnsatioo, to advise the Cotnmlssi~1l rcganling mt\Ucrs of conct':rn to em­

ployees under thIS legislatiQn. Each metnbel' of the committee will be an 


'_ employee cnfoiled ur:der this legislation, or an elected officer of a national 

-employee organization. 

JURISDICTION OF COURTS 

Section 14 gives the district courts of the Unitcd Sta~es: original juris­

diction. concurrent with the Court of Cl::1ims:, of <1ny civil act:on or claim 

against the United Stlltcs founded upon this legislation.. . 


EFFECTIVE DATE 


Section 1S makes the benefit and contributions provisions of this legisla­
tton effective un the first day of the firSt pay period w!::ch l;{)g:ns on or after 
July I, 1960, and, by implication, makes the other provisions·of the icgisla­
tion effective upon enactment. ' 

ADMINISTRATIVE REPORTS 

EXECUTIV£ OF~'H:I' 01" TnI': PJm~mF.;<rT, 
ilmmAU or Tltf: HCfl(lf;T. ' 

Wa.thilIQUm, D, C,' Aflpr;,: 4, 1!).59. 
non. To~t Mt1nnil.T, 
Cila/rlllal/, (!o))).miltec on P04! Office anti CWiI Service, . 
Haui/c Of Ilepraenjllt/vclI, 11'1:I.111f1tgloll, D. C. . 

My Dn:An l\fl~ Cnl\nwlo:-: Referenc.e is made ttl your lett"r of July 8, 
1969, l'cqtHlll!ing I'he views of lh~ Bureau oj' tlH:,Dudgef on S. 211':, to 
pl'ovjd~ A heallh beueflts program' fot' Gm'crnwcnt eWll1ilYce.s. pres;:n!ly 
before your \lornmIHee. 

, S1nc»'l9:IH this t..:im!nlsArnHon l:as lldvocnted, fiud flOW eontint:es to ad­
vocate, the establish.ment nf a volur.t:l.ry hCll.1th losur:mec pwgrll;;n for 
Federal emploreee, SPf)<:Hlc progrtLms WHC proposed in Hi/H, liJ5Z, 1956.) 

',and 1951, (mcll proposal beIng· an 'attempt to fononlntc :t he!ler prflgram. 
1n 1958'the administration fta\'e priority to pay Increase legilllation and' 
reeommcnd .. d thAt Mtien 011 employee health InsuraMe legIslation be post­
pDned. It should be noted that,during these yc:us GOV!ltnD)Cllt annuuJ I!:'C­! . pendHurca tot' PlHietn.\ employee pay and venellls have bt!en jncrcased by 

-flUbstltntial amnunta dUI! to increases 1n pay tate.!l utl~er bo(h lb<;! &tatutoT), 

2927 

http:volur.t:l.ry


LEGISLATIVE HJSTORY 


and pr(!\'at!lng wage IIYlitenHI. It/creases III annu!tles under employee MUre-­
ment syetm:tlJj, t1J.Q Ilce;sllzatlon fif the. premium :pay henaflta Hystem, .tbl! 

'liberAlizatIon or the d\'lI sen'lee r(!tlrement ')'litem and the <HItabJbhment 
Qf'such /lew ben(>:Hs rtf the a!iowanM$ tor unltormll And thH group Uro 
InIJUr,1fH:e and ullf!mplvymeAt C()mjlens.Hlon syst{l!t!Il. , 

Following tft/s ndminlstratlon's hasle 'poUey that tllo Foderal emp!Qyee 
shou;d ho (;ompensnted for tho iHIl,vlees he rend';!'$: to. thO GovernmNlt under 
:Ii pay and t)UneIlt system that la rea90nllbly oomparaMu In structure and 
le,·d Wltll tl:e comp,""!~SlHI(Jn provided hy progre$.!llv(l private emp~Qyer$, tbe 
Bureau ot the Budget (av<>rs lel;lglation lulthorlzing a FlRleral omployee' 
henHI\ 1r.lIlu:mco N'o!;f(l;m Wltll benefitll provIding ilnanclal,llrotec!ion 
against thQ cost ot hNl1tb care reasonably comparable wllh thow bcnNHa 
provlded In p~I"'l1te i'Hllplnymer.t. Although the ex!atlug Federal .employee 
fringo benefit sYlltem has been r(!ported to be already more Ubera! than tbo 
typical priv(I;to bW;lllQSS fringe tieanllt system, It deeg not Include n prosram. 
ot health insurnne.l b"nents, Addlog these bCMJita to thc existing sYlltem 
will further lncn;nllc the tot(l;l value or th(! F(lderAI ellltl"loyoo fringe bene­
ilt IHll!kng':. Under theso clrcums!ances Ins essential that the v(I;luu adtied 
by tho t!(IW health lasoran<':t) bQnefit program be kept In flne wilh ()rh·ilte 
In!lustry lwnlth betwlllll. ,. 
, Tho new health Insuranee bene-6tt! ah(luld.be made t\vuJ1Able only to em~ 

, plQrMS who earn th()ID by rencenng servi<le8 to· tho Gov()rnment under the 
new program arter It becomes <':ff('i!t\ve. Compenutloo In the tOfm of pay 
nnd beneflls is paid 10 employlret! for !rervlces reod(lred. Former employeqs 
wl\n l'l)UI!cteu flervlcq untler a COI1lI'I1;usaUon system which did not Include 
these lwalth Insurance benefitB have «lre-ady b(l(\n paid fo lull tOl' their 
flervlees in the fr;>rm (I[ pay ant! benefits already received or !n vQsted fights 
to payment ot fUHlrl> beaefits already earned, Whenever'tsalAry or beno.flts 
are adjullt&!l an effective datil must be selected. 'It may b<;; unfortunate 
thttt ~omo formor employ\ffiS must millS eUglblUty by narrow margins, and 
n !'Btroact!ve npp.oach 19 often suggested, However, a. r(ltN;>acUve approtleb 
aetuully \!n::at&s an !neQuity whoI'» none would otherwise exlllL For 
whlla prallpeetlY6 enUtlement Is firmly llnked t~ sen'ioell rendeMd uuder It 
compChtitttion agreofficnt. retrnMU;tc entltlem<:mt is pure gratuity, It any 

, 	former employee Is granted this speeial girt, thim any other former em~ 
ployl'cS who are eltcludetl by th;) ptt.t\cutar r1ltroacU"e.dltte s<;;!ected will 
fee1 thvy merit equal eoostderation, The now health iusuranee benoths 
9hould, HUlrefore, 1.)(\ prov!ded ollly to 6rnployees who rencor SQrv[C!) to 
th., Govorfllllnr.t utter A prospective olt'cctln) date. 

S, 21£::"now beiofO your committee, whlJ~ tneludlng several d{l8lr~bl1l 
features, flll:s ,bnrt of providing all a.ccllfltable t:l:nploy~ health fn.sur,:ulce 
program In two major respccttl: the COilt to tho GcverllITHmt 19 higher, 
than jU$t!J1ab!Q Iii ;)slah!lsidng fl. 1:ouHb Insurance benefits progrnm rea­
sonaM,' eOllllHlfable with IJXlstlng private buslnesl! programs, IUld the or­
gt>.oil!atlor. end rulrnlnl.;:lra!lvo !>YStem'18 dl}fecUv1l. 

Tho cost-sharing fBature of thll bH\ would require the Government to- pny 

one·halt of Ill;) pnHniums :ather U!t!:n oo'Hlllro. llil e9t4bl!shed For th<J Fed. 

eral enw;oYeil group life insurnnee program in 1!!S., The first-year' eost Qf 

the bm to tlw GO\'<lTnment 19 ;;Sfhnut.m !n thll Senato committee t'(:port to 

bo $145.:1 mllilon, whIch must he inertnwed by $lU; million In the lint rea:r 

a.nd $2~ mllllQn lu the fifth yelll' W Include the Government share ot the 

cnst of ttnnuUant cov<"lragl), ' This amflunt is:snbatnr.t!ru!y blgher than tho 

$S() mllllon tlsure wllich Is actually lIet!l1ed It! omHhird of tho cost, lnclud~ 

inlt the cost or annuitant coverage, ot a sound progralU providlug a benefit 

lev\')1 in Hni) witb priVate industry plans, and providing a 9vund.eJ;perieMe 

ba~!s (or accumulatlng'the tact~ on'whlch nn appropriate Federal mnp!oyeo 

h{:l.lth hcnet1ts program can ovolvit for tilo. future, rt would be prudent 

fOr tllS GO\'tlrnment to seek the palterns and leVel et hell.lth bonefit protec­

tion best suttmi to ·the pnlbleUlll <>! the Federal emvloyce. the benefits 
that will yield the most (i£feetlv(l return (or the llromlum dollar. Experl., 
onc') €:l:!Ownere strongly suggests that ,in elTeeH\'l) program will ovolve best, 
from a. COllservatlV(t bAS(!, Souod develuprnnnt can m:eur !Uj the genuJbO 
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needll of tho c!)v(lred empltlyocs am clearly de1'1nllii thrQugh experience, 
and !l pattern ot effecUve henlth care l;<efl>3tHIi growlI up to me(!t to;;50 
lletdll, Thfl bill sbould be mod1»od to clearly p:rovJlle this snund, con~ 
llervll.Uv\'J OOginulns. 

Th!l organbatiou And adminietrnUv(l provlslonll or S. 2162 should bo 
modHlfld, Tho Clvlt 5(!rviee Commission will ad\'Jae you,Iu full detail COll­
cernhig tbeso modlfjeutlo!l8, This report will comment only Oil three or­
g'llnlzaUon proviijlons; the nd"!tKlry council, the Civil SQrylco Commission 
reorgiwhatloll, and tb" Ilnl;ltnltta} ()! proposed conlraCts and r!lgulations. 

I 

The function!> and membershlp ot thll proposed advJsory eoundl are not 
delllgnNf to aid sound adminIstration. The l:oun\':ll'ij nsslgned [unctions 
In<!lude making iavesllgatlotlS et the. administration of the program, and 
recchlng reports direct trom eanlers and employees, Such Qss!gnmcnl 
would I')onfuse the Commies:ton's authority in Its relations \\'ith carri<:)l'$, 
employing agencles. and employees, The ClvU SeNJ"e Corumlsslou should 
bo ullmla~aknbly rCl:lpnnslblQ for til.. success of thls progratl). Th., I')OIll.l~ 
eU'a fuuetfolls ahould be advisory ollly. Tit\} council's mt!mbership s)mulQ 
reneet Its ciJ.aracter as' an eleln(mt ot a FudernJ enwloyec benefit p:ograru, 
and should include apPl'uprJatu Government oIDctals. (IX officio, tOj;llther 
wIth employees, or their represmlUl,tlvea, wllo sre contrIbuting and fJur­
tle1patlug in tile health tnauranct! system. TIlet(l J$ no need l{l create a. 
statutor:r organIzation baaed on nn assuIDptlon tlmt the Ch"Jj Service Com~ 
tnlssloll may rQtU56 to S(l{lK tha advico fir responslbl" experts In the health 
InSUrAnce lleld, N<;Itller 1s there bn.sls tor uu:umlr.~ that the ComUlI;;.. 

I 

$lon may fostor ll. progrem Wllich ",II! be deleterlous to tho pntollc Sltnerall)', 

nor that 'the Commission will taa t.o give adequate cnnslderutlae to al; pur~ 

tie». '1I1chtdlng all qunlllled proapecttv'c currie!';!:, TIle (luvernmcnt's IMk 

or experience In Administering 1\ health ln$oran<:;c pto;::ruru for Its om­

ployoon anu tho tl;sscrted Il.hlH)Ile(! or tacts npon'whlch to base !lecisil)ns dQ(1s
, not arjp)Q tor IJpllttlag. responsibllUy In tills program between the Ch'll 

Scrv1ce Commisaiofl and tb.e advisory eou.nell. RaU'un". It requires :,laclng 

a IJPm:1l1 responslbtllty ou the COUlm!$!Ilon to proeeo(! Ilrud¢;n(!r, to dUI,.!lop 

fo.ctl.lal experience as rapidly as tenaibte, snd to bulld soundlY, and l:l places 

.u. special rL'llpen.sibiUty ou tholle Who (:ontdbute to tbe design of the au.' 

thorlzltlg Iltatuto to Vl'ovJde tho elea""cut authority fi.nd prover oq:oun!ts­

Hob. tllat wJll ho IH,. utsentlal. Section 12 sbould be modiDed nccor<Jinslr, 


TI16 proposed statutory reorganlutlon of the Clvn Servlee Cammlsslon
, would interfere, to flO defined purpQ$0, with the e.1dllting !ltatult'lry tlt'lwor 
and rotlPonslblllly cr tihl Chat:rmiul of the Civil Servle!l Comnll-v;ion to l.hl~ 
termlne tho internAl org:u.nizat1on of the CorumlSillon's bus!tw!a and to des~ , 
Isnat.: o6kcrIJ and .employees to perform IlUlgned !flncHon~. It I.i!Hll!p{)erltl~ 
iy importaet in thlll now prfisrn.Cl tfi nvold a. rigid orfP1.ll.h:ati(lll pr<!s"rIllUen 
that could hamper the IH'nper adjUstment ef ndmlntatrntlon with expe­
rl{!fl"o. SccUon 13 IIhould be deie'.eu from tho bill. 

The requiNmeut'that the Cerumlss!on submit propO$~d eoi\.trucU aoll 
regulations to the SOtiilto aud J10Ulitl Commlttoeg on l'Ol;t Offil"~ and Ci\'U 
Service Is: Ullt)eC(\$sary to assure energetic a4min!a!ration by the C<}J\Hnjtl~ 
&1011 act! 1.9 clearly imprOPl;!r It It Is {"tended to p:r,'l'i(ie thQ C{llllwltte"'tl 
with a p(lWer Qf prior review ot ll:xocutlv!') action. Subsc<.:tion ta} of $0<:­

, t!on 16 should be deleted from the hUI. ' 
S, 21(:2. na pa!lsed by tho Senate, Jncludes several fen,tur<=8 "thlell aN de­

slrahle In a program ot Federal emplOy¢t' hc.:tlth benefits, !.>Ill it SH'!;:S [0 
provide It level of benefits Itt all unnoccssarlly hlgb cost, and !t pro\"LuOfl:W 
t:nAOund liYlHem and or/!"nnizatlon for,n({mlnis{r.ltloll, Unless S. 21G2 Is 
modified a9 to OOllt lind Ildmlnjt;trMlvl;) )Jrovisiolls, n.s abOVe lIot<w, (lIe 
Dureau uf the Budget would not favor enaeU.nslIt of thlJ hut, 

Slnoorely )'oun, 

.' 
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CIvIL SV.n.l'1:CE ,COMM!S.~IO!'J. 
Aug-ud 5, 1959, 

,JInn, TClt ;;Iunt\.\T, 

C1UJltmall, C(JllwliUee on POft Ogrce ami CivlI Service, 

0("111{; oj RcprMelllfftIH'$, 


DI':.\.II )[:11... ;;1t:~R.\Y; 1n r{1!pOn~B to your lettor o( JUly!t 195!), r lllll tor­
"'ardlu/; tho COlll!llllllllon', views on tl\td)jJl S. 2UlZ, to tlravido !.I. l:e:dth 
bencfhl\. program for Governmont empil"yoell, as tile bUl bn! been amended 
by lho Sl1nato Post omee- untl Civil ServlNJ. Committoo and rnported to the 
Selllltl:, 'rhel'io ,>,IBWS would also apply to II,n, 8210 atld R.n, 8211, wblcb 
are Idcntical to g, ::!l&Z, 

fn ttl) lllt<Jnnlt o( brovl!)' we are not h~r<.'lilleludhlg a section anJ.'llY.1l11l or 
s. 2162. Tho Senate commItteD's report ot July 2, 1959, (~o. US) con~ 
tain!l ea ~'xpla_!la:!on of tho bIll by secUonli. Except lllj noted l:crciuaff(lr, 
tile Commission construes tho btll at; atD.led In thal explanation. 

.1\.$ tlu; Ct!ntral personoel aguecy ot the exeeuth·c brnnc::t. the Commlssjon 
-co~s!defl> ennctment of a lletillh Insurance program lor l<~cUcrtlt employees 

, hlglliy desirabla. Such a program would fill tba 00<1 remaining:' mnjor gap 
• In employee fr:n!;t! b0rtellts and be of inestimabte value In tlttraetlng and r'll-> 

!alnln;; l<~lldera! .,ersonnel. ' 
Wo aro 1n t{!mplete IIgreo!llent with the tundamental concepts tlndurly~ 

lug S. :UGZ. Very bri()fly. these would­
(1) Permit emp\IIY(le$ a free eholce among n Gon,rnrocnt-wtde 

sun'Jce benefit pUlU, A GovertltUQllt-wJde Indemnity benufit plan. a 
l()cal group practice prepa.yment plan, and an nmployee orgar:J~atlon 
plan, ' 

(1) U<.lQulro eonttlbuUona trom tho: em1l1oyce and from the Gov· 
ernment, 

\ 3) M!\l~e tbe Commission responsible tor the overo.lI L\dmjnlll~ 
tration of the pr(lgrsm while sharing UUI dll.yAo·ul1Y operntlng respon· 
alblltUe3 with the oUlpioy!ng ag-enclell and the tnaUtancl} carriers.. 

(4) CreJate a central fum! lnte Which nU r'X:eJpts w/}uld be depO:lit­
c4 and out or wltieh all disbursements would bo paid, 

Tho 'eoulldnellli of thp.se sarno eoocopta (excollt for"'tbo Iln.t. whieh 15 pert! ­
nent onl)' to health l!IIIurance} hns been lIolhHy established by the em· 
cleht oper;1.tloll of thG Ffli!'Cral employees' gl'OUP IHc Insurallce program. 

The Commi9sion dO(!1l not, hGwever. altogether favQr the manner In 
which S, 2162" appliflll thelle four (;eneral prIneip-ies. We also have ~{jrl()us 
tesernulOnll about e£veral other provisions Qf the bill. Under the elrcum.. 
stance$-, we- find S. 21C2 lIumeiently obje<!tlonable tf) compel us to report 
uufavorably, If tho obJectJonable features were correated, we would find 
the hill uceeptnblo and 11 good basts fQr a fJuct:eu:ful; (l:ndurln,c: health 
heoefltll prl'b'1'an: , 

There ((lHow!I a dlseussioo of what we cousidcr ,to he the oblentlonallJo 
~ea~ur(>s of tlHlbi:1.. tiljjuthcr with suggclJUons for rectifying tIl~m, 

RETROACTIVITY 

ReG'udless of how IOllg hQtorQ July 1, HlilO, S. 2162 were enacted, it 
wOLld hccoll:Q gcn<;ll"llHy df(lcHl'(l IlO earHer than that datI.), S(]Ction 2(b) 
(:!), howerer, contalus ii proy!sn which would extent! the oono/!ts- or tho 
bUt in eertaln emp:oyn¢I!'1l11<1 cortnln aurvlvQf3 who qlla:Uy for unnultv h!l« 
:we+'n tlLe time tho bm Is enacted And tbe ttm(l It,QeeoruelJ g(lnerally M­
f0dive, 
"' W<l apprechte ani! are not uosympalhette with th~ pllTJ)OSe of this pro­

ylso wlliell Is t6 protect lho!o people who would otherwlso be denhld tho 
b.mdlts of the ht;~ hec;tUSQ, ow!!:g to clrcumstaoces beyond their eontrol, 
tller are l!eparnted beforc Its offoelh"e date. 

Tho situation which thl} vroviso In section 2(b) en seeks to CUt<,) tSlIot 
new.. it occurs- Imeh time bmH~:lclal IOlrhllatlon Is eaaetfld and on each 
such nCCU$ltla it IlPlleArS tllil-t llt;.mbers or pth)plo !Hlve been doa!cU benefits 
because they were IlremAtllrl}ly separated, Dep~ndlng largely on (he valua 
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or the benefit, th~ group. wWeh eoollMorll Illielt eggrleved by u;vtns been ~ 
deni()d the b;m~tltG rl'Lflgftl 4U the way from those who. WON IlIlpAratod 

I 

, i lUI litHo) as 1 day t<)O early to thos9 who were separated au wueh as to or 
even 10 yea.rs we oa:ly. .'I It 1$ unfortunate that nay person htl.s to no d&o.led a bCllCfit bceaus'e he 
lias been premature.ly separated, but we khOW (rom 100& ~porlenee that 
the proviso in section 1(1.1) '(2), althQugh it nltty sUghtly lnssen tho nuru~'I bel' of persons Who wJll feel aggrIeved, will Dot ttpprccinbly rcmetiy tho 
situaUon. '1'ho prlJvleo in wctio!t 2(b) (2) would extond H'nith hellctlts to 
eortaln "l1lptoyeml who retire lnvoJuntarUy or for rllsablUty clurbS the in· 
terval It\}tw~n the etlMtment and elfeetlve date or the bt:l anil to SUl'ytvora 
of lle'rtaln "ruployelfs wllo die during thIs Intervn1. Tll"l nmnbflf of !HWp~'j 
whOm the pruvlsu wtu a:'tect wIll deJmnti on how long thls Irtte!"v"l mny be, 
but III allY event the proviao wlU uot utrue! tile largu numher of cClr,l(\~ <1e~\ whQ, for cxnmple, wUl volllntarily r"Urc during the Interval anol late;" 
c1nlm tr.ey lind no knowledge of WI) fact that, had they waIted, they couldI 

I 
havl.l quuHtlcd, Nor, for another exttmplll', will it affMt tilt' evel' lnrger 
n\uubcr or eIDployeGa who rullred (or died) 1 day, 1 week, 1 Yi?ar bufore 
th.) enllelment \late. " . 

,I 

A Hno of d"mArceUon must b(l drawn 1I0m(!where. The fulrest and firm· 
('~t placo to draw thu line ts at th'; dntl:! tho cbMted ltHl becomcs (\tI'ecth'o, 
Any r('trQMtivlty, llnlllss It w.::re compl<!tc. would be dlserllnlnntory nnd 
would Intensity the :lggrlevellient the c1lcluduti groups would feol and the 

I 
r&prel!{!l'lttttlons thl:ij' would mnke for !'Uning the benefits cX[(~n<.lod 10 thurn.. 

, The CommillfjiOD. therefore, reeomlllondv thtl.t the followInG' text ba d~ 
leloo fr(!ul thn bill: . . 

(1) Subllectlou 2(b) (2) on page 23, boglnnhi!>iellno 13 and ending tn 
Hoe lB, ' 

(21 Subsf!Otion $(b) (2) beginning on page 20, Hu".25, autl endiug Oil 
page 2:7. 11M 11, 

I3ENEFITS AND COXTlUnGT10~S 
'{'here ara at leaSt tw.o ttl!Poete or tile blll'l! !HH1{\/h-contribU1.1o\l .l'.tI'UC­

tur" wllleh, in thi' Commisslon'jI vIew, ure so nhjoetlon4.blo as to make 
S' 2Hi2 uus.atsfaetllrY, Theile MP'(lets are tIS follows: 

(1) Governmunt contrtollUOtl8: 
At the maximum ftl,WS spec!fied in lleeUou 1(aL the total e!lntrl~ 

bUtlOll requlr(lJ of the OoverlHnont lli'MI, been esUm:Hml by th0 Scnnte 
committee tlt .145.3 mUllon aonunlly. We w{Ju!d UH\I;() two olIsorva~ 
t!ous eoneerning tll!!> estimate: First, It dm:5 not lnelud(! the Bums 
Wllj.;:l1 tlH.l G!H'ernm!.mt would 11a\:'1 to contrltm{c anuu;il1y toward jn~ 
aUrin!; nonultli,nts; second. th~ :ulwlulstratlcn'$ !n:>quently_stM<ld fll>­
s!tioo is that It Cn.llllot nt this Umll aCQufCllc/:I tn spllndJng more Wan 
!8!)'lllilllf>n a year on U1J$ pr{lsr.un, 

(2) COl1~rlbu'ti(Jns V,,(SUS benefits: 
, It cn.n be contccricu that unJer sectIon Hut eonlrl!HHions of em~ 

plOY'l<.'l::: anJ Government lliay be lwJ;t low hy slHu'ng th~ rat<., OIL a fh:-· 
ur(! less'thatl tho ruax!mullJ authorized mliounL tiut, 1\'e aM U()t 
nwaro Uu,t an? I!arrlnr hull submItted :l Ilrro offel' to:) t.ntlerwrlte, at e 
prico less than tll6 moximum c(mtrl!Je.:lon tati'~, ~h(! ultrll.rl.el! lwnelHs 
which al'c descrihed !n &cetl{lf;. 5(a} {l) n.nt.! whicll an' further im­
plied in Ute Senn.te eommitteu'll report (l1\;:t 215:;, 

1n tho absence of sueI'. firm oirer, we h:\y" rl!ser\'atlons:tll to WllOtll­
t)r the ImplJed !muoflts can be ()ontractcu for even at the maximuUJ con-, 
trlhutloll 1'atel), To tile e:tteut that they 011'1\0;, 01' to the C;o;lcut tllni 
Gv\'el"nmont !local policy requlJ"{)& the contl'lLutJol1 rra<:ll; :0 l,e ~!!~ low~ 
er than tile maxhll.tI!'ll, (he impl!e\l ultrttrJch h~r.(!ftts wlll hav" to \)'0 
curtAiled, Any suell cl.lrt.aHrrwnt In. henefHs wUl, IIIt(> the !(j,,..high c(}n~ 
tMbut\on ratos. r03ult In emplQ},<!{! Jlsn.tIm::tIOil wltl! tho pr!).,.nH).l, 

We discern otller weakn~sell 10 the h~nefiH:'IHHrlbut!on struet~m' o~ S, 
2102 but those mentioned aoovc aNl C<lnsldQrcd $Ume!er;t te jllstiir Oil!" 
r<-,,"uerueudation agllln:llt e.D.llotment. ( 
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In the absence Hr a wl"1tl~n oommlummt troUl a. reputable carrier CO!l~ 


talll!ng Ile\alled $p"elficutJons ot tmuelih aud subscrIption chhrges. we 

b"lle1,'o It wiser no! to mislead employees Inlo beUevlug that thor will re· 

\lcl\'c ultrarich penellts. It WDllld !::If;) infinitely. better to delete sooUoo 5' 

ot tb1 bCl In it!; entirety and roly ()n tlle Commissiou to' negotiate eontral!-ts 

wlllcL wi!! provide eml'lornes with genBrally better benefits than they now 

can get: at !l .cost to t.hlfm Which, 'deI'ondln~ OIl the g<!ograpMe aretL, may be 

less th;,ll or abo'ut tb(! !:IlUll.e !l3 th«y now pay. 


Wi) ;)(lllev,-, that, t{) n~l!ure enactment oj' a program, seetiQu 7(a) should 
! 	 lllUlt !he Goyermneut's't\Jtll-l contrlbuuon to an arn<nlnt which Is aeeeptablQ 


t() !~{j aCminlstraUon, And, further, tl) wrmit employm<tI who r:;w.y be w 

i::H:lin(Hl to enroll In l,laotl otr<1rJng very rkh benefits {l!!. g., some axlst!:l& 

groul:-prnctlC<1 pinna) llt a subscription ehl.lrge grenter than the It:t:),x!t:lum 


I 
Icoatributlon rntA stipulated In sex:tion '1 {a}, no limit Oll the empioYe<}"s ;;on~ 


{ritnit~un rn:e sbould be SIH!clfled. ,Suggested language to 4(;compilsh both 

tl,eso paints follows: ' 


"Sec. 7{al (U The GOYernmant's contribution to the subscription 

chnr6"o fot o4ch enrolled omployee or annuitant shall be 33 1mper c(mtum ot 

~hc tiubscript:on charge hut mar not oxt:eed il} 95 cents blwefJlny if he Is 

",nto-lIct! for himsol1 alone, or (Il) $2"30 htwef;!ldytr he 1s enl'ollcd tor him­

self and u::.embors or his ftlml!y, or {lU} $1.35 hlweekly in the CASe of a ie­

malo elq;\oy{;e or anl:uHant who Is. enrolled for het'scl! and momhera of ' 

!H,r fUllill,:, lnoludipb" a bopd<jpcndent hueband.. 


"( 2) TLere shall be withheld from tr.o ealary of each emllluyee or an­

nuity ct cath J;nrntltant enrolled io a hcalth benefitH p:nn undor tilts Act 


• );0 Uluch as in necesiw.ry, afl.er ded;.)cting the Governu.,:nt'/j ctmtributlon, to 

P:i-Y tile s~b);erlptlou charge for his enrollment.'" 


CONl'RACTING AUTHORITY'" 
Sec:JlJn n nuthorl%e3 till) CUthmisslOa to- oegotlate contrncts with qunli~ 


tkHi ctlrtlers. H <:Il.umnr;ttt!ll lIm.l'W ot the items to he s.tl(1Diiled in t!io oon­

"ff.cts hut ol1<:u no gultlull<.':fl-nor duos tha Seno.te ~n.tl1mfttea·s roport or: 

S. 216t_ol1 what "\\!;) regard as A crltkal !sl>uJ); ShOUld each cartier u! 

(\. GovorIlment-wldn plo.n assume lho tot:.ll ria!;; undor hIs l:lontraet or 

lihou;,1 h0 be required to slu,l'(1 hh rights and·obUgat.lons with othfJr In~' 


.surEr.'>? 

, Fmc !NVern! reason~, bm"prlmarlly. to s~mpary negot!n.t!ons with ·tll'(!S;Je·c~ 

,;'ive carrlera. ~he COf:lmL~$lon considers It highly desirnble tbtt the Drlme 

C;l\'!'h}n< ri1;hts and obllgations under the two GovernmDnt.wlde plans be 

',*lw.re,! In much the sam;} manner a$ the Cungre.t$ has jlrovlded under the 

r'ecternl Err:plQyees' Group Llre Insorance Act, Whilo the Comnusslon."jll 
cnntract nt:g,,;iationl>, would probably lo!'l.J.<;t on $uch sQaMnt; oven if section 

- 'i w,,1'e (nncted In its presQu: forni, It would be preferable to have the 

Gongre!;" cxpress Itll Intent In tlils resilrd by including lang-un;;!;' along tlle 

foHewlng Hn~s In ~!¥:tion ii, perhapa as a new aubsectiQU (0); 


"(b) (1) TIle contract for the Government+wlde een1ee beflQf!t plan 

shall requIre tnc'f,,'\rrler to allocate ita rights nnd ohHgatl-ons under tha 

COlltr;;;;;t n!:WUQ nl1Hs nffillat;:m who nleet ~o particlpatn ill accordance with 

un .:oqnt"!::.ble t')rlUnla to be f\etermined hy the Nl,rrler and ita atllllatos an<l 

.l.pprol'et! by thi:' Commission. 

, "(2) To he ollgible 1m the carrier tor th<3 Government-wide {nda-molty 

Ihmdit pliW,.A Cl..'nljluny must hc llcenKcct to 13$ue group hoalth lnsu!' ­

ll.LeC In ;;11 thl) Stalus and the District of Columbia. The poUcy for such 

p.an shojI requJre the earl'ler to reinsure with such othBr· cOIDl'lanit'1'I as mav 

"lilDL to participate, in acCordance with an equltablo formllia based on th~ 

tot'tt: amaun'. of tht4r group hea:;,h Insurance claims paid tn the "GnHild 

Stew!!' durlng tbe Iatost Yo!'nT fol' which SlIe:!:! lufj)rmaUQu til uyalllllule. to 

be·d4tErL.'1JnIH! by thil cnrrIer and approved by the Comm!ssiou." . 


The Com:nis!!ion US!lt:m~. oi courte, that t1~e national BIue Cl.'ol"ls-ntlle I 

Sllll"!:C: orgz.nization will be the prime caITler for the Government-wide eel'\""- . 

ICe bCllcilt pl.ul. To 1)UminatlO all. but a dozeu or so oJ the larg(lllt, t'l.tuat rew 
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EMPLOYEES HEALTH BENEFITS ACT 

spona.lble losutancu companies. trom consideration as prime Cllrr!er of th(l 
tnllemnlty bene1l:t plan, nnd to avoid dh'erslty of cltlZ{ln!lhlp dllDeulU(!S In 
the (lvent ot n ¢curt netll:u:; by an <:lUlployoo, the suggested language re­

~qulrl.ls the primo carrier to bft lIcensed in all liw States aud the D!lItriet Qt 
ColUlutrla. All othor companies Which write gfOUj) henltll hlSurance w()uld, 
o! eOU(8n. be eligible to aequiro thelr'faLr I1hIU'C ot reInsurance frolll the 
prime carrier., . 

HEALTH nl';NEFITS FUND , , 
am flure YOUI' committee til Il.war¢ that Increasing use of hospital nnd 

othl:f l:leaith acrrlces and thfn:ontinUlug ri81) til. Uw cOllI of these gervlc(ls 
has requfffld milo), Insuring organizations to ralB;) their subscription or pno.. 
mlum rates. Some orgnni:!:aUons bave had to mise the1r rtl;tUIi 8(Hierai times 
within tb6 Jllst tell' years. The CllrN!nt situation in New Y..rk City, wbeT", 
the FlIuo CroslI hRS very ncently nnuounced n substantial InorM!/:! In It!, 
ratoll for 'tho t\4Gond time iu hms thun :) years, Is cl!:uactcri!ltlc ot the tNmc 
t<nt'ltrd ldgller ImlUrance cos!s. Also cbarncitJrlntiu Is tho reported wide­
spread dJssutlsfi!.ciJou with the rntc increases nmvug Ilu\.l;rerfbera. ' 

Jhtonlll!:d opinion Is to the offect thst IIt;;ady 1ucrc-ases In lh{l cost ot pro­
vldlng hoalth sel'\'lc~ are inevlto,hlo. To avoid tlie necessity of having to 
iner.~noo contribution rates under till) Oovernrnent-1!lJ!(lDSOred ptogrnm with 
unntlceesary freQu,mc7 and, ill<.'!ldcntaHy, to avoid the employe!) di;;stltisfac­
tiot. fwd the ndruJnilitrativQ ditncultJtI!I entalled in cach·sueh rate IIlCNHlSl), 
lh., CommissIon bell",,"Q1I that an adeq;uate c"ot!ngellcy reserve ahotll<! be 
lIet nsido whl<.'!h could be drawn upon t(> stnve off frequen~ ctllttrUmtion 
rato Increases. Seetlon II of'S. 3:lGZ makes nft Vrm'Ision for netting nilida 
fUnds for {Ms pUrpOiH:I other than thOla derived from "dividends, pn,mlllm 
rata cr<.'!dlts or otller refnnds," Theso refunds (and there Is no!hlng to 
guarantClJ thllt IlIlY wll! be 1l111do 1;;y the canlors) are comlllet;)ly inatk­
quntu r"r use as n contlngeni::)' rescrve. " • 

Tho S~nllte commIttee, In page U of Ita report on S. 21ti:!, 800m3 to hnnl 
recognhcd tbe need to &tabI1i::e cont,lbntlons 1;)y at/tUn!: nslde 1\ f!<irUOII ot 
co.ntrfbUt!0I1$ as. It roserve. It indkatea that the rquerve shall "not • .. • 
exc-e!'d npproximately l porcent or uny one year's contributlonll i)r ('."!;,;ec(d! 

"n,n u«tUlnUlatit'(1 totul or approxImately 10 penl(Hl.t." Howe)'<!r lIH~n: is 110 
language in section g which Would authorbe ret(mtion at alll' portlol: at 
tho (!.ontrlbutlou$ as a reserve, ututh leu the IIp('cll)c percentages indleated 
in the Senate c-oIDmtttne's ftlport; In view of the explicit ltuthor:!Z:J.Uen III 
Stct.!i)U 8 to IWt IUildo a 1 percen: n'$iJrv!) tor !i(lmlnlstrtltlve expct!l\eiJ. we 
qucs"tli!!l the propriety (It setting naide a l:;.rger cQutlugency rescrve with· 
out e;:pllclt nuthorlzMlon. ' 

Increnetill. in the cost Gt health wrvlCf.ls C;llllwt, (]or COH!"se, he fO!"f"cast 
with prcch!lou over a long perl.)d of yea.s. Th<1 Commisfljon t'jels rll.ther 
strongly, howevtlr, thnt 1\ eontlngency reS<1rl'c should be !i¢clllUulatl:)d whIch 
will bo adequate to stnv» of! lIu::rClillCS 10 contrlhutlDn rl1tcs for at Illa!!t the 
first:; rcnrs tl~ tho progrnm's (lx\lIt<JnCQ nnd,.It J1OIl~lble. jong!!r,' 'To Oje 
best of our Jlblllty', W(l hive estlrn:uod thnt to do thill, H will 1m I1(!Ccss;lry 
to j;<lt nsldo UlOt){'yi> UP' to a mnx!ljlom 'of HI lICrC()llt of "all contr!bud(Hls" 
paid Illto the fund: Suggested j:tnKUnge tor allHmdlnG section B to pnr:nH 
th{; lIettlng 1111ide of all. adequate Nls()rvc follow.: 

Set;, 8 {nl TherQ la hereby Cf'(!!\ted a Fedl!ral r.::mplnyet's He.1tth Denafits 
Fund, h>:reieatt;)T refcrred to as the "F'und," whlchls herdlY made .'lrall. 
nble wIthout .fiscal year limitation for the payment of all subscription 
dHHGOl or premiums un tIel' contracts cr r>oHclc~ el1l\'n~i\ lllto {lr purc:\llsed 
ulldt-r 9cetlnn 6. The contrlbuUona of t!mpJoyet'$, :ul!ltlitanis, alll! tlu, Gov_ 
ernment wwar(j "tM $ubscript!on eh/lrgc! 511t!1I be p.al!! into the Fnnd. 

"(0) Porunns af the 8uhserlptlon charges cnntributed byem1l1o),ees, 
anuuitsnts, /lnd the GO¥QrIlment nimH regulnrly be get asido Il.S fol/ow's; 
(J) a pcrc(\ntagc, not to -ell:~ed 1 pel' centum of all fiuch Ilontrlbutiona, 
determlnec .by tbe CommIssiOn as N:tsunably'at\equntfl to r:ny :h(- udmtn­
lstrath'o expenses roao-e avatlnb.e in lIectiol.l!!; 00 tor ench pllill, n per_ 
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centage, no. to exceed 10 per C{1ntum of tho eontrlbuHons towa.rd such 

plan, uetcrmlMil by the ConH::!lu;on M reasonably ndqquMQ to pro"'~dQ 


,a contingency rCH!TVQ. The lncome tierlvl.ld [r<lID ll&Y dlyldendll. lIrqreitHn 
rute lHljU5tlUClHS, or other rMUllll!! matle by a plan shall be cr~dltetl lo 
its contin;:;:Q:lcy rc:sen·e. Thtl cQntinli:l:ncy rlJtlUrVtl$ may be u:soo to defray 
increaees In futUTtl subs;:::riplitlll ch-argOIl, or way be applied to reduce the 
eontrlhuUonll or Q!ilploYUQS amI tJle Gn>"{1rnruent to, ·or ,(I IDcreUo the 
ben;:tits prov!dod by, thu plan (rom which 8ueh reserves a.re dUtlved. All 
the COlUOllselnn slHLll from time to tlmo de~ermhw, 

"(<;) The S'?<:rNnry of tho TreMury b Authorized to lDH!llt and r(!-jll.~ 

l'est any t)f tlw !:lont~ys in the FUnd In [ntortst·IHlarlng: l)ol!!fIl.,Il)M ot th'l 

United Stnte'" aud to IFill su<:h ohUgit~lnns of lhB Uli:ter!. States tor th.; 

pUrpOSl.13 of Ute :r·und. ' The Intervsl on .and the proceeds frum the lWoJo

.of any SilO}, Obligations shaH becomc n part or the Fund:' 


ADVISORY COUNCIL 

The Cm.ttmlulon bl:lIevcs thzt un ll.dv!sory <::ouncil, can be a valuable 
adjunct to the health Insurance progrAm. Con'{1;:rllely, u cnund! could 
(ItH.lt:lt(l to h:unI)(;, admlnlstrathm or tho program. 

In our c<Jmlld(lf(lfl opinion, two features of $$ctlon 12 will seriously 
Impair effie\iml opl:ratlon or lh(l program. 

ti) Com!J{j~Jtion; . 
'fhe ll·inemhnr Council ("lied fot by S, 2162,ls so lar&:{) ns to 

Inblhlt lItlHlp.<l ttnd timely ae~IQn whi<.lli may be tl2'<luiret1 or'tt. 
Of the- lW1Ul;W;S men~ltmel1 In ci«UIl!'8 OJ through (7) o( s;:eU,m 

12 (;1) only tho Director of tho DUMMI of Ule Budget, becau!!e he 
Js eor.cnrn(HI with GO\,lltnTl\cnt filled! pelley, i\nd the thr!!» rOllrO$ont:.\­
tlvu of cmployee argnn;;ations .havo 0. continuing inttlosi.\) fnterl.l"t 
In the prognuo. We <10 not see Ihut tho other membcl'3 tnElntioned 

. (the Secretnry ot'Labor. tM Surgeon General, the Chief nf tho 
Burt!Jtu of )'!odielne L\ud Surgery, A r-epresentaUve et the Dubll<::, n.nd 
tnt;)!.! rej)!'csentath'<)Jl nf universitles) hav~ more than a casUttl lntet ­ .I 
est tn or conC-2tn with lhe program ncr What long-fAugu purpose 
would be $Qryed by their pennll.nont. mou;.hership on the Council. 
In (lny cytint, tho M>rvlees and advice of any.ot 0.11 tho.IIC D(lrnons' 
coulll he f!,afUly obtnJnoo when, In a purtlculnr situa.tlon, it wru; COtl~ 
sldl)rl!d dc~lrl!.blp.. ~ . 

\VB would sugscst that section 12 be amended'to creato a smo.ller, 
mere CI~dont Connell whmm membership w(tl!ld he repr(>sC(ltAtl~'Q 
or the "ital lut<.lrests aITectetl hy thll program, This membership 
s!~Quld, In our opinion, c(tn:;;j$t or the DlriJ('.tor of the BurN'lu -ot the 
Bndget. tilt: Secretary of tl\l) TrC3sury, because ho Is charged by 
S, :::162 with the managemcnt of tho health bemHl.ts tund, tll.-,. SIJCw 
retM'Y ct Health. Educatlou. and Welfare. because hn is olflclally 
eoneernod with publlc hnalth aud health honefita and, :laaUy, to' rep· 
resent "lDl)\()ye¢g' Interests, two ..,h~ct(!tl nJ!!c{lrs of employee organ­
:z:nlQns and two i:;snred employees at h.rse: 

(2) D\JHe1>; , ' . 
Thnw·...,f Ow C()Ullci:'s o;1tle~ preacrlbud hy seetlon 12(b) aro sum· 


clonC; Inapl'rol'rI~.hl fer an adl'isOIlI cO\Jndl to ':repeat aud comment 

00 lle!c: ' 


(a) "te mako !tudles troc lima to time ot the operation and 

administration fit lllis Act." 


'I'llh. prescrlbed ·duty is SeMt dupUcation M wha.t the Com­

missIon III requitM. to do by section l1(a}-"(tol make n con· 

tinulng study ot the oper:tUQU aDd administration of thJ$ Ace" 


(b) "tn reeelv'! rQPorb a.nd Infotmatlen with respect [to tIlls 

Act] from tbQ Commission, ..,arrlors alld employees and'their rep­
resentatiye9," ' 


Tids duty wIH (1) lnterpose tho Council between tho COlU~ 


mlm:Jlon nnd the c.'urlers alld lmv:tlr tile <:l1l'tlers' il':COUlltA.blllty 

to tho £;ottllntsslon and (2) make Hlo Cou!!dl n. forum tor a:r· 
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Iltg employo€l grieVatle1:9. Even It S. 2162 dJd ~ot reQu'lre It 
the CommIssion would, as 11 matter of eourse, furnish reportll 
and' infQrmatJoo to t1le Coun<:ll and ot1lJarw{lIo keep It current 
with developments $0 thM H wot:ld have n I.Hwis (In whlc}) to 
furnish advice and make recon;mcnulltions, , 

(c; "to ascertain from time to time the Iltatull of the Federal 
Employees Heallh HenotiUl io'und, lndudiug th.. e$!a!J!!$l:lt:U~lIt and 
llwilltQnSnee of Rny bahmees Rnd reserves." '. 

The CommIssion/lis trulltcc of the fund. would do Just lhl~ on 
a conthlulllg:; buts Aod its e!forts In this regard woald &utonHt!j~ 
cally be lludlted by the Gellernl AGctHlCt!ng Office, 

We.cannot help but feet tOaf, espeeiaU)' at tho Olltllct of 1:1<) program, 
th(l AdvlS(lry Qouncll as C(!i1,Uultl:J<l by suction Ii would JH\VO to'iH" Ii, 
,·lrtually continuous lIession, would dlvort tbe ellergle.t nnd resources or 
the C.:.mmiuion, and. in general. would Imptlde effidcnt administration. 
We urge tilat sectl1ln 12' be amend(id 80 thnt It provides for a council 
WjWAO' functIon wlll be to nd~-11Hl find to recommend rather than to mOlll· 
tM tile COl.llml.!!slon, Language whldt would do this follows; 

"Sec, U, (a) Thora fll hereby establlshed a Fed<!rl\l ElOployc.tm 
Ht::tlth Den(iiUs Ad,bory Coullcll whfeb shall COlls.!st Q~ the tollowlng; 

"(1) Th" Direetor at tho tlureal! or tbe Dud,:;et or his rep:eseutnllvc; 
, "\ 2} The Secr~utry of the Treasury or blil rnpn)$l'otlltj,e; 

"(3) The Sooretar:y. of Health, EducaUQl.I. and Welf4rc or hla reprc­
$enlut1ve; 

"(4) 11'(1-Ur members, L() 00 n.ppointoo by tho Chttl~man of tue Comml$­
sIcn. of Whom two .hnU be el«Cte<l oillCcrs of nalional employee ()tgD.nlza.~ 
(ions aDd two shall be employe~ enrolled under this Act, 

-, (o) It shall be th.;. duty of the Advisory Council (1) to consult with 
aod ttdviOO thfi Comrnl$lllon In regard to the aominiMrntion of lh!s Ac( 
nod (2) to make recommendatiolls to the COlnmissioll1with respect tl.> 
the amendment or this Act. or Improvements In Hs ;ttiminl!!ltratlol'l, 

"{e} Ml.lInbcN ot the Council who nre not otherwille In tht! emplny or 
tlw Unit6d States shall I>e on titled whlt~ attfmdlllG me,~HnS'9 of thn 
AdviSory Council. lncludlng tra1'nl time. to receiv~r compensation at a 
nun to be I'b:ed by the Commission, hUt nnt exceeding ;51l per. dieM. 
v;hile away Crom their homes (ir regular pln.ecs of !.Juslness., , 

"Id) Tile Ad\'lsory eonncH shn.H... llo con ..eneu 'once yearly or oftener 
(Ill. the call ot tha Ch&lrml.Hl of (hn Commissiou or on rOQ:uest ot any thro(l 
membN" ot nUl Advli'lOT}' C;).UnclL" 

STATUTORY BUREAU OF RETIREMENT AND ,U./SUR;tNC8 

The only reasons we know or for tho Inclusion ct 50e11oa 1: jn S. 2tS!:l 
arc tho ODCS' advanced In page 19 of the SeDalo committee's rcpurt on 
the bill. To put it brJefly. iblJ CtHnml$lon UOCll not fllld thl'80 ren.Si)DII 
perell(J,eive, 

It is Q':.llte posslhJ.e that fho CommlsIDnn may tilld it advjgable'to crgoa­
lztl a bureau to haudle Its n\<Uremllnt and If\sumne(l functlona, This 
j)oaslbUlty exists whether s:.. 21&2 ta enacted er not. Tho Cha(ru~an of 
(lH) C'ommll!lllon 1s already emrWWlJfm! by Inw to reorg:anlz(: the Com­
m!fMon'llnd If eonaider(1.tlons of economy :lnd c.Ulciellcy sh<llllil In tho 
tuture so dictate, he woul!! do this. llUt hlb right, among (;t1It!T thing!!, 
to ctwose a propHIOUI> tlme lor the reorganiJm,tlou, to a!lSl~n a nnma lO 
a newly erm!.t<!d ·burenu, to ddegnto· responsibility, and to dctl~rmil\v, In 
Accordan;:.:· with p<)slthw clnss{(lcation staudards. tt-.e GI'l,dB of a bureau 
dircetur should not V(l invaded by a statute which Is not genllultfl to. these 
IDUUr:rl!. 
W~ must strongly urge that sceti<lll 13 be d<llct(]d entimly frof'", S, .elil2, 

CO~Tll:ACTS A:'-"'D nEUULATJ(lXS 

The last feature to wbich th" Commlssl"u tfwls obliged to ovject Is 
the directlv(l In e~[lon 16.(,p.) w}:tch w(Hild rtOqulre the Commission tu 
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tritusmlt by 1tny 1, 11160, to the HOllse nnd Senate Committees on Posi 
Oltko and ClvJl S~rvIcQ. eoph's of the \)ontrai:':t.e It pr01HUWl! too enter !ntt) 
/l.O;! th1:l :rcgultLlIona It prOfJ()1!(!~ to promulgate. 

Wo <::ftl.lnot 'pert:eive nor huvo w-e becn c.bhl to ascertatn the purpooo 
ot tltls directive unless It is to usura that the Commission ~Il.k!:s timely 
Il,ctlon 10 jmpi<l!l:lenL the {)n<lcted bUt H this Is it!! PU11XlllQ, Its inelu.sloD. 
in rhfj I>Jll is IlUPQri}uous since M/Ctl6ll lOti)) ,Urects that the (lnr.cted b!U 
hecome off<Jctln:J July 1. Hl6{l, It tnfl b-1lI 1$ eUA¢hid, we will Ql i:':QUriQ 
<Jeploy All ollr resources to h:<v(!' Implementation 1.!oUlpleted by lhat dilte. 
Wo tet:t in this eonn~t!on, that it 1s tleCC6safY only to call att{'ntion to 
the verr ;JfO:npt action tIlO Commission took in August of 1;}54 to mnko 
thQ Grou)) lA~!l Iuaurntlco Act effeeUv&--1\.nd this with uo etTeeUve date 
sp<1cl!k(; in eh" !llatute. 

III addition to. b<:'ing !mperI1UQUII,.sectlon Hi (a) would leavc the C~Hn· 
I.llillsion in a Iju(tnnnl1' In tit least two reepects. 

. (l) l'rudeuco would seom to rlkt:tto thnt tho Co-llJmlulou, havlblt 
transmitted coplell of the !Jontrtt!Jts and the rogulatlo-ns, IJObtpolIC 
their sIgHing ami prmnulgntion whllt> It llwaltcd lloma ·formnl ac­
knowledgment trom both the Senate und Houee Cmuw.:lttnes that 
the), lHl.<l o-b1netlons to or that thcy approved of tho pr#posed !JI)U­
11"11.C(3 and regulflt!lJua. Tho walt f:QuJd of coursc n!llult In's!gnlficant 
(I(,jay but ,",oy action, eitller ungl:Hlv0 or a1!lrmaUvc, on tbc' part ot 
"lIher commltteu, could be tonsuued ... an. Infringement Up(!tl tho 
E"xccuth'e's powers. 

(2:) It between 1110 time eoples o('the contracts and the regula­
tlous w'n>:! trnnam!tted and the time tltey were signed .and I>romul· 
gHet!, ehanges were made In elttHlr or ttoth, the Commlllsl:on would 
presumahly havu to notUS tlHl commlUc(ls of UW ehangull nnd :u;;,aln 
await acknQwledgm<!nt!l. Such last mlnete cbanglls ;;oold Nl.l,liy I)f:. 

cUt nfwr ?Jay 1, HG/), in which eM" the Commi$lIion conld, Involun­
tarily. tto In \'I"lnthm of s«:tioa 16 (a). 

V\(>wed in the most favorable Ught, lWetlo-n li){a) Is superfluous aIld 
tmigtufltle. It should bn delete;l from the bill. 

'We are not in this I;tatclllcnt Of our vteW1l auggcatlltg language to j;)ef­
((ltt j. manner of relatively mhHH' items fn S. 2162 Which we think can 
(and "hould) btl Nl.S.lly Improved. 1\tcstly. these Improvements would 
facilitate admlu1stratlon ot the l)rogr;un. 

J wnul!! be glad to have I\. :representative ot my office meet with· your 
eta!f to work nut tlliMn p(!rf(letinl' changes anll, if you wlah. to Irroylde 
sudl o:h(lr ti;chulcai (\llsiatnnce as yoUt eommlttoo mny Wrtr.t, 

Tn" DtH'cau M .the Buctgnt ad\'jsNI that thcf(1 1$ DO objection to thtl anb­
mlsaJon of t/lb 1It:1!enHmt to rour committee. 

lly ,jln:CllQu ot \he'CommLniQa: 
SIIlC(lrcly yours: 

Uoocn W. Jo:n:s, C'hniNJl/llI.. 

,On'[(:t; OF TIlE i'OSTllASTCn G"mn:n,H... 
WUJlMnyUm, D.O., July ts. 1959. 

Hnll. TOM ~luruv..r. 

{Jlutl!",W:n. C(ftIl>nlftCe. on POllt OJJic(l 'lnd Civil flenrice. 

llr.tll;c uJ Heprctl'JII(ltiPf'B, l':Wf/til!t//oll, n. C. 


Df..\n Mu. CUAUlMl\.:;; Re.tl)fCUl;:O is ma.de to YOUl" rEHlllllst t<.. r the ytewt! 
o( this Dep,:;t'tmcnt 00 S. ~HiJ!:. as alll(!nded .aud rllMrtoo In tho Senaw, 
S. 2162 hi a bill to pt'fwldc" health penefits program fot' Ooverumnut em­
;:;Joyec$. '. 

In pr()vi/}1Js years the Post O!1ice Dcpnrtment lla$. favured III prlndple 
h(,,,lth lmlUtanco tor Federal cmployc;)il., pro.... lded lIucb !nsuraneo c<>uld b .. 
obtai.neu at a rcrulOnable cost and meets 1I1e need$ of emPloyee!! tor ..ro­
tection against catAstrophic IIInesu. ThIs Dep.nrtment contlnUl.l$ to tnvor 
sr()h health iosura.ocu ter Fouetal {iliJl.lio)"ees. 
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S. ZlG2 as reported In the U. S. Senate III baaed 00 A committee priut. 
The vaeiUnn of the administration on this. )oglsilltJou has bcen set forth 
In Nlports by the CIvil BOrTko Commission and by tM UUreal.! of thc 
Budget {pp, 2'4-2S of S. Rapt- iliS to accompany S. 2162), These reports 
ha\'6 be(lll brought to the attcDlion or tills Dep4rtmen, tUlU this nep;lrt~ 
mQnt (loncul'S therein. 

It 111 understood tltl1t the n, S. Clv::Il ServllXl C(Jtnmlsslon and the Dureau 
at tal.! Dudget wUl flle r-eporll; with your f:OUlmlttoo with ril$]IU~t to S. 
2162 as f(!port'ed to the Senate. In thfl c!rcumstlmcea, this Department 
h!l$ no comMents or N)(!ommununtions ,0 Iwbmlt With rest*€t to this legis­
lation. 	 ' 

Tho Bureau of the Budget has advised tlll\t'there lVould be nn obj<lctlon 
to the submll:l5lotl of thl& report to ~ilu committee. 

I Sineerely yours, ' 
F.. D. SElllHO:'<ll, 

Acflnu !'IiMtnHMIC,· Gl.mcra!, 

D&PAn.TM~n OJ! HSALTll, Bn!JCATto:f, AND WeLYAltl!;. 
Anpust 11!, HJ5il. 

Ron. TOIl MURRAY. 	 . 
Clwirnittli, CommWee (lit Pf)$t Office alld C!vil Scrtli«, 
JloUle of lftJprcBCfl.tativC8, lrU-lhingwn, I), O. 

D£J.J\ Mn. CU..U.,J:.liA..«;: This Is In reply t{) your request of July 8 tor 
our comment» an S. 216!, 1\8 passed by tile Seoatt;!. n bill to provjde a 
health. benefits program fer GOyernDl<.lDt emplornes, 

-Our eomm<.lnts en S. :!lG2 am eiBo applkll.bl'll to U.R, 8210 and ILn. 
SUI, pending heforo your committee. whleh nppear to be ident1cal wHn 
S. 	2162. . 

10 ~'I(lw of thiJ detailed -explanation or s, 21U In the report of the 
,$Gnato ConUlllttee ou Pest OMci} Rnd CivU Serl/ee, we retrain trom bur­
dening thls reporl with n summary of the bilL 

Ttlo patt..,rn'o1 health Insurancfl coverage tor }'edllral employees- pro­
prnoed by this blU Is one whkh thIs Dep:utm(lnt conshlOf$ appropriate and 
l;ll!s0ntl,,1. lJ.oth to mMt the health Jmmrnnce fwods or Fedornl employells 
lmd tv UBSUN the cOlllpeUU;-HI. among plana neCl.l5~Ar.f fnr e"pnnsJvn of 
1'oluntnry health insurancfl In the Nation. In this ¢onncct!mi, we should 
Hi.a to ffi,mtlnn t'hn fot;o,\"lnJ; brlsle point!; 	 , 

1, Ill(l Q01ployee optiQUS permll n riml clwlco ol,covcmge by the,em­
pl(lyee in termll of whal. he eOhelul)1'B be-st SUJt(lft to h!~ /Hwds IInct tho.')", 
of llis flltnUy. aod also pro\'lde an opportunj~y fur the dev{lloPlllen: o! 
enrGllment procedures which will yield tl'.e kj~d of educationa! c:Iorl.$ 
teQuir~d to promote rn.strrunt and rflsrH>h!!lb!l!ly In th-n UlH.l or health 1:1­
SUrri.!lC6 benefits. - CarrlertJ hnve tound lIuch effvrta nec!,)ssary with rf'tnml 
to both th~ insured and the provide)')! of sen'lces, 

Empl6yce eholclnI call tor rcuouahlu opportl1nHy for, changing fl'om 
on<'l piau to "notlH'lr. ,It the rules regarding transfcr ff'<illl one ·plan to 
anotlier lire Unduly restrH)tlve, a vnluabl;:; gage (It emplnyee siltls!netiOn 
aod carrier pertorlIlal.l.CO Can be 10#1. ,Since the l)U! !orbids n;>strictions 
wIlleb would exclude ~r Ihnlt co,'erage for' preexIsting diseases Gr condl. 
lions, the main problems.ln w'Orklng ont rett$vllable, tnmsfc( arrange­
m(,lHs wUl be adjU1!tmentll for pr{!mlum ilnytnents nnd benefits alri!"udy 
'n'di!~d ot during tho prevloua part of the uelleDt ye:lr. 

2, Th<.l nlternntlv., types of plaos s"t torth In th(j bUl permit the de­
velo\!w€nt o( bmHlflts which could proyjd" tull Hcope of IH"otL'<:t!on fOr 
Federal cmploY(les, It should be the resllons!bllity of the Commission [0 
BIH' that "!lct: 0: the plaus for which it (lor.tracts or glnl!! npPftlVa: oif.::«> 
proteeUnn whIch Is SUl;lIltllaUully ()(JU!l'ulcnt to SODle desirable le\"e: et ­
tnlJ!l~hed by the CommIssion as a yard~t!ck. In)JJ!}rtallt, too, is the tlP~ 
porlUnits provided 'und;):r the WU for Wo[oell employees to g::r.llI COH:tu,g:e 
tor their familles. ' .,2937 
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:t The bill !It!)Cpts the prlrtelplo ot uniform contributlollll ror both 
net!"e emplo},(!cs and retlrees tntd uniform bellellts tor th.cs(! gt'()ups. Thn 
C(JJl\ IJIIUltion of pro~f'ctiQn for r(lt!rcd employees without' ri;duetlon-wlth. 
premlUlils to continue at the same Jovei, and their cost to be shared by 
nw lUll\uitnnt and tile Go1rt~rnmcnt 111 the sam", proportion, lUI for' ttcth'l;> 
Clll{lioyNlll-folloW5 a desirable pattern ot covcmge In ncalth Insurance 
plans gCllcru.lly, 

4. The hlJl {S!!rmlts tl:o scHlug aside';}! It. portion ()! the hea1ul bcne~ 
fits rund u a special ft!S<!ne l4falnst aUyerso-' tluctuatlolls In tUlura 
charg'!S, A reserve of :hls type apiU.mrs wholly appropriate in view of. 
tho n"tUl'e ot health benctHs rIsk and the tislng trend in mctliMl care 
costs. 

On lIoch llHt.UUt'ff A3 tho dcslr:ttle ,dllltrllmtion or premIum costa as 
between tim GO\';;rnmcnt .and employce!. tiN composition and functions of 
tne Advisory Cour.eS!. and tIU) ptIJ;h)sNi elllahl1shtl\ont of a. DUrNtU ot n;;~ 
tlr;;ment and In$ura.D~ll wilhln 'tho Com minion, we defer to tho vIews ot 
[:\<3 Ciyll !Jerriel) Commission: We Bug-geM, howuver, that the Secretary 
of Health, E\lueatlon: and Welfare be designated as 11. memhcr of tile 
Councll in pluce of the Surgeon Geno;;ral at the Public Health Sendce. 
It should /)e noted that our Social SecurIty AdminIstration nnd tho OfOcu 
of the Spccial Assh;taut te lhe Secretary on Health ant! Medical •.\traits, 
as woll us tIlt} Puhlic Hcr,!!h Service, :oril expe/t in ann coneern<m wllh 

: tI:o stully und enC;ounts;;monl of voluntary prepllyment 'plans tor hospital, 
D1",dl~al. and otl);;!' health senicC$,' , 

We, It;o!'CrCrtLJccommelHl enactment ot tho htl!, with the modftl(mtlon~ 
..how) suggestod, and with such furth"r mtx1tflcaUofis :a$ are In.dlMted by 
the views of :h.;; Civil Sc:vjc£ CommissIon and tIm Bureau of the Budg(l!, 
on tho Federal share ni dIU CilStS. (}Jl AI101lnJalratlv<) Qrganizatlon, and on 

.,the >composition and fUIl>cI;1UllS of (he,Advlso!'y CounciL . 
In m:iklns this rceommcndatlon, wo have not overlonk<ld thi'l fMt HIM 

the bll; dous not addr......';s ItS-elf to the problem at health Insurance fer 
tltnso who are already retired, a. filet thttt Itall given 1>1) mucn conC<:1rn. 
We consider It essentlal_tllM legislation tor active employccs nnd·future 
retl~ees be sllpplemcnted In tho Dcar future by provjqiog similur' protee­
tlon fOr th09U already roUred. \Vhllo we reebgnlze thtl complexH}' of tll» 
fJl'ohlcms Involv(l(l in pl'ovitilug effecUve hoalth b/;.(H!ftt coveruge to. thoaa 
nlready on il.:n:nnitl1»1. tho press!ng health insurtu\06 needs of retired Fwl­
erai ..'mploy(Ces sugguSt 'tlle lmportaueu Qt au early formulation of ways 
and me:'lns to m;;et their proh!oms. 

Thll Dureau of the Gudget advls;:s that 1t poreulvQS no objection to 
tho .suhm:l;,!<Hl ot :tlls l'f:!I'Qrt to ycur c1Jmmllt(lu, 
. S!lIctlrely YO\l1'$. 

GfC."rm",r. COlJX!lEL OY THE PrwJ.wtl!1t:t1',oF Dr.F:EifElt. 
WaslllJJ_gton.. D. 0., """,,Il,t 1, l!JJfl. 

H.,-m, To:\! :\lUnlL\Y. 
(jfwfrmaN. CUl/It>lItue on Poot Office amI Ci~'U SertiClf, 
Ilb!tlrc 01 RCfJre.iJll-!I1tkf'~, 

. Dc.• 1t ~rR. CnAUut.,x; Rllfaronee Is mado to your requellt tor Hw vlewa 
of thn DeparUru!!1t of n;;fl>flSe ou S. 2HZ. Seth Congrcss. ll, bUl to Pto~ 
.,.!do a hNl.ltll b(lna!1ts pr4sram flU (l{woroloent employees, as reDQrtcd In 
tllQ Sonata on July 2, 1059. , 

,This bl11 would provldo g(!o;;rai:y tor four bask type.s or h"alth Insur­
antOl p!.rUHI t(l be made available to FederAl employoes and annuitants, 
an!! nll)llliJ"rs of their fanlllks. The bill alao covers the Jevel and patt(?ftl 
or benofits to be provld;;d uuder thl! various plans; place!) eertaln reSIJon~ 
siiJlllUcs- 10 tho elv!! Senko CommIssion for ovcmll udmlnhltrntlon; pro­
\"h!IM for payroll dedllctfO!1S and watchIng t!1htrlbatJorts by tlio Govorn~ 
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mmtl; <JstabHsboo a l"udcTal E-mployeell' IInaltb D<:l"nellts Fund; atd 

ereatilll a I"ede1l11 Employees Realtll Benefits Atlvi&ory C(}ullcil anti lltat&a 

Hs <lnUes. 

Tho Depnrtm611t of DelenlHI fully reeognlzoo ,the importnnce of gro:m 

hOll.lth lUliUnUH~V for, Its IlmploYQ(ls, I··or nUU1Y yearu It hilS encouraged 

thc~(l emliloy(ltlS to PartiCIpate ill a\':ollabltl group l:caHll lllsur::,nto pro­

grJ1m!> on II. voluntary buls, and large llumbetlllU"e cutreuUy pattldpatlng 

in such programs. 'l'h1:; Department has al80 cOllslstOlitly supported 

l'tlc(1mmcndsriolls tor health In&UrAUCu whleb have heen lneltl!led In ,ht! 

legislntlve progr:<mu of thls fi.dmlnl.stI'At!l}ll. 


Tho Department of Defcuse therefore endorses thfl basic purpOl;.(!!I fJf 
S. 2162 and favom tho Clluetmeat or !egJ"latlrm wb!ch w111 estabUuh a 

r·ederal eooplQY(;(l health bonent. 'program that will provide sound pratec-' 

tion'against the blgh eost!! of !Uneal> nt A prkQ which bmh the emp!t>yecs 

nud iht. r:overnnwnt can atterrt. The Department ft:rtllQr bell(ll'fls that 

Joly 1, f!lSO, should be Hw gual tnr milking aueh program fully eff-cctlve 

and reoo(wlng the untorttmnte lag betw€en thtt Federal GO\'erntl:um, and 

prlvato industry 1n thIs Important area, 


TIme has net Pf!rmitted the fun "nd dettl.Ucd auaJ}'lIig of aU 'the {(lell· 

nlcnl provi$ionll of S. 21G2 which would be nefCB8uy In order to deter­

mln(l whether tlhnnges III any ot those prevlslons'might l)rOOUC" ImllNH';:;­

meni!l. However. the DQpartlllent ot Dden,n con!ldllra thnt this hIll 

doc.!! provide tho bil!!la for a /lound, wit!l·rnun:lcd progralH or heulth hHl.lJr­

aoce. 

From tlle $talldpniat of assuMng the most eeoovml-r. .. i "nd et!ldent ad­
mlol!ltrat!on of this program, bOWfWer. the Department of DefQnse 1$ co"~ 
cernmj wl~h those provlslollS or s, 2162 whieh CSU\bUsll And prf!lI<:rlho the 
functions atld dUties of the ti'eder.al l!;mpiuyeml Health UCIICtits Advlsory 
C<)IJlIcit 

The wordll'1g or lIectloo 12 makes this C<)IlncU much mitre tllan an ad· 
v!JliJry hody, It htlll monitoring !Iud Investigative functions, may tw.,':e!ve 
rcport! nnd InfoTmation trow var!oull IndlvldllUls eOUceriHHl' w!tlt ~he 
progra.m (which to sume degre6 at hmat Alva it the ehnra.;,:ler of tl grh'!\·~ 
nnce eorumlttee), alld may recommend leglulllt{oo, presumably with or­
wlfhout concurrence of thu Civil Servh:e COOlmls;;;lun which Is thong<m.cy 
re1lponstbl1J [or tllo program, - , 

.'\:! lhellQ Duwers twd duties of tbe AdvIsory Couoctl will. In th", oplnloll 
of tho l)t!ptlril:oent iJ.t Detunl>(), tend to dIlutf.l aud Jmpalr the posHion of 
the CIvil Service Commission Db tbe lidmillistrator of the progrttm. croAt" 
t)!lofuslon, "illld make inore complicate!! tne adminJllttatlon of n J.tog:nuu 
whleh will 11(1 compliCAted onough OV(ln, uoder the m:st nf drcumstam:es. 
H is the' lJClIet of the lJepll.rtment' (jf Dcfenuo that the A(/~·.illor)' Cue nell 
Ilhould be conIined to thollu fUnctloas whiCh the narue Jruplles-n.dl'lulag 
and maldng recommendations to the Civil Serv!ee Commlssion. 

It would also lIemn u'nnecessary and unde~lfable [0 pro"hle for ult'lnhor­
5hlp on tli(\ Council or t'opreaentatlv~l> of Unj\'()I'$IIY schools of ttlcd!ctna, 
hospW.l adminIstration, and pubUc hCl.llth, \Yhllo these arc unuQuhtedly 
IWtm::es from whjch the Ctvll Servjtle Comrulsf!.intl would d(>Sirc 10 I!(wk 
intormation and ad,'lee from time to time, t111!!. ean be done wlthol1l pro~ 
vllling lllembcrahip and votes on a stAtutory n<!v!s(jry COllntJI, 'I'bdr 
jutON)l>t In and Ident,!l:tailon witb tho program cSln»l!slwd by S, 21(,2 1. 
l)ot IhJa direct. . 

S. Ztl'i2 prOtide! fur an eqUAl sharing by empJoy;!(':s and the Oovern~ 
ment of I':ontl'ibutlml~ u:uder thu program. 'Which (J.'{ctu:;ds the IlHtxln:mn 
Oov-ernment contrlhuti{ln ptQ¥lousJy r"coml~l(intlf!(\ by the t<\lmlulstrntiou, 
It 15 eRtlwated that cests to th" Department of Defense frnUl ~egllllatlon 
ut this nature will approxlmat" one-hal( the cmHu to the Gon:rnllh'!!)t, 
cxclusive Ilt 1:?$ts Rltr!botable tu coycrnse ot anlluluuhs. Siuce S. ZIG::! 
T'.:preselltll IHHHHng !<}gIsit<tion, no proylslon llM o"en n;«de f.n t!;cs\J 
coots bi" tho budC'e~ or tht! llcpatt1net\t. 
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The Bureau of the lludsnt arl;'!se" ttiat thcn) ts no objectioQ to the tJub­

ru!s$lOll. of this rllpott t(l tlltl Cengre,s, 


Shli.:c(ely rours, 

L, XiEI)I:nLl;mHw, 


Deputy GCHtwll1 COIIIl~el. 

'Coli!'TlIOLI.f:1\ Gr:,,,,r;n.u. Of" TJI.f; U!I'l:'t'r.n S1'.\T!UI. 
, 11'll.hil10tlll!, JUtll ZI, 19:;,'1, 

L'hflil'llfflt/, r;'Hliltlil1ee oi. p,,~t 0ilicc !Jut! L'iviJ ,IileroieR, 
lluU.H; of Nep'""M:II./alillca,

I Df;.\n Mn, CU,HlWA,or: In eofr.vlla!lta with )'Gur re{!Ul.lst ot Juty S, ttl-5lt,
I W(l oticr Qur eNlJlOtlnttJ .on S, 2l(j:!, at! passed b)' the S.,t!.atu. 

Tho hI!! pro\'t.1es ger.ernlly th;<.t therl.l shaH bo mlu.!e /lvallabl" to Gov­

l 
I 

flrmmHlt emplo),ees h{'(l,!~h bonefit plans of the eUl"teotly l)ol'ular typt.'S, 

the C(l!!t of'wh!eh wlli he OOrJ'lO oqual!y by tl", Government and the em­

p!oj'w.:s eotlcnJ"Oud. TIH.l program will gl.llHlrally gj"ll Government l.)m­

IIIQyet'$ protection oqu\vnltlnt to that iluju;,od oy eommercial and indus­
tr!al .;mploy<::cb. . 


'Wllllo the bill In''Qlv(!$ l> mattnt ot polle)' upon Wlllch' we nffnr no 
recommendatlon, tho Ccll"wlng obaen'atletta are ttuulo (Qr 8utb JXlosldera­ I 
tlon nil they rna), warrnll(.., 

SC<!titm l!,-J',(llny tcrtll!J appearinG In toe bW, some ot which are ulled I 
InterdlllllGcably, are not oleat', Amung tllella are hospital care, hospital 

bnn1!/lt&, me,lleal IHlr"l\:C1!. ambulatory patients, hospital sen'lees, hospital !

outpaUent. other ambuiater}" ptlUenta, dlll~ostte and trelltmNlt s.,;rv!ces, 

and prnfesslonal serviceb, Wo' \UlllUme thlH the Commh!sfoll will Include I
,
!n Hs nguhllonb lIuell definitions ns may he neOOl!lIarY, 

~t;on :;. {generul COllltllentlJ on /mbllcdlons' (tI.) and (b) )._Subsoc_ 


. (jon (n.) provjd<;:lI tho beMlltli to be included In health planll but suhscl':­
ttOA (b) authodzes the CommlslIlon ta- lIubstHutj,l "aHDt'untfve" 'l)eneflls 
for any and all or tho btHH.!tlts lIpecl!lcd In l!ul»r;cU{ln (a), As tho sectlol\ 
ill now written, the alternnth'o bcnefltll eould b(! CXclUll!V~ of mAjor llHlIII­
Mi entl'l. Wo 111lgSQSt that nubseetlon '(I;» Po r<wlllod to In!!ure that the 
;,tHnrnat!v(! bendlt Ithal! Ineludo both basIc and major mcdteal protec­
Uon itt lean equal w thut pro~"lJIed under sul:mo;tion (A), , Also, In tlH~ 
,w<)nt the Commills!on tillda, In the admJnlstraUoo of tha 'progrllm, t:hrtt 
costs nrc belng'M\'en;<)ly altected by UXCftlllllVe or unjuil'Ut\~d UI\(') or heAllh 
I!crv!ee,s, th':;fC may be r'c'lu\r<'Xll!OOlo mcana at protecting tbe InterelJtQ (If 
the emplQYMll whc retmln from lIuch prnc{{c£5. Poslltbly, lI.5 tm 0.1<1 to t/!u 
Commission, tho !~\lth{!rlty to Ineluda dedueUblo~ and (;Oln~Urlulce shoulll . 
tHl mo.')\} applicable to any l)fln<Jftl.s ot!'1.lred by th", program, 

S<~clion ';'{It) (1) (A),-WlIlln there Ie ganer!!l pro~1sjbn tor 120: dnra 

hOSl)itlll eare, tim duration ot carc. provided in enseb ot tuberenlm;is and 

lIer~ous and monta! '!'JndHlons b Hllll.tt.>d to 30 days. \Ve think tllat the: 

supplem!!!ltitl boneflts would app!y In tll{!~e eM~, Ittu.nodlatelr n.tt~r the 

(\~pimtlon (If 30 dAY1!. Howe\'(!r, the relationship of tb:is s\lUUon to t1HI 

m;;jt>r'u)(!uleal cnre pr(lvh!o::uln section /Ha) 0) {E) {P not 'entirely clm\l'._ 

Th",ndorc, w~ suggett til\! !M\!rUOn or An 6XPfe!S provlsiOll In tbe bill 

dcslgllattns thil POll'll at whlth tt tuberculosis or mental parleut would bo 


. eC',J;:rc(j hy majo!" lO<.ldkal care, 
Seetlon :'.(11) (1) iU) aruj l'l(n.) (1) (C),-Tll(l language "to pers(lPlI 

with illi:omcs j(!SS than tho!!!> of th", ono--quarter of l~ederal emplo}'e\!l1 I,
carning the hlglt(!~t ir,ccmes" 'apparrmtly 1s ,lntclHletl to preclude 'sraduat­
.;(1 merlleal and stil'Siul fell' to l<'ederal employees with tOl"Or:ll<'lS la,s than 
UlOso\n' tho OO,(HltHHtlJr group of employees that ellrn thl:) highest Ineomes. . I,
Hm',,,\',!r, ena'.!lmcnt of the language wonld conlitttu,~ eOllgress{onJ11 
rGcui,;'nltloll of the prs{!tleo 'of grutluatcd me,-jieat and sur..icnl tees to 
personnol with incomes In lhe "o!!f.l-quart1Jt ot rederal eIDploY<'IeJ\ earning I 
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tho highest 1!ltilttles." We doubt that eOQl>N!Rslonal recognition shouId 
be gIven to the pl'llt'ltice of graduating medical nod surgical toe-s upon tlle 
bt\.sls of lDCO-mo, Tlierefore,'You may Wi$l! to qeicte !hQ l:tnguuge in t!Ul 
Bectloh re:iaUng to graduated (eos. 

Section 5(4) it)' (U).-Benefltl. tor amb\ltatorr p-tl.tlents ShMild be 
clttrJt'lod•. As the Ilubs.eotion now reads, It Is no! c!enr whether It "':;Hi tho 
lot.mt!on to r<)qutro that each ut the tour phm3 sl,<.:t;if;ou In liC(;UOII i 
lllci1Hlo provll1ioos for protection against med!c:aJ costs for ambulatory 
pat!ents, or whether CAre f1)r,thJs claJlII or patients would he tNltricletl 
tQ service hona..'1t plans. Further. [t 1s not dour whether ~he CClHem­

,plated medlC41 >Xl!>",' would npply to "Iaits of pationt!! to tllQ phy.~k:l;,r:1I 
oIDce when the patient had not been prin'io~sly llOsJIHalll:cd fOor lite Ge!l' ' 

dlUon subaeQu,lrltly treated at the omee. It is likewise mit elNlr l\"lt(!ttWf 
tho !lectis» eon~emplntes tn& paYOlent ter hoose c .. J1s m,:,u!l by physi­
cians, 

Seetloh l5(a) {t) (E).-Thc t!<.lcUrm: provides tor a bharing"Oor the fiNn 
.$UHHI !)f expunges and that thu catTier shall pay all costs in CliceS9 of 
$1,600 subject to maximums detcrmiuctl hy tilQ,Cornmlsslon, Your C{)Ul~ 
witteo mAY wish to eonslQe'r tile deslrahllHy of. prililerlbillg in tile Jaw 
Itself maximum !lnd minImum amounts that woult! be PAyablc in audlUou 
to tbe first $1.601J. This point would bo of partlenlar slgniflcancc it th>.l 
east of benell.ts prnvlded under n p!an should Increaso to a poln~ whore 
It may b<) niCCC'$Ilary tOr the COll'lmillslQn to redu(e ({!rtaln <if IIndl bene­
nUl to Slay with!u the limIt at a.vallablo futl<1s, 

A1\1o, we tuggest the addition of l.ho following ILUlj.p;;"ge to be lI:scftml. 
arlor thc word "snb.;mra.g:raph" appearIng: on line 10, page. 31; "shah 
Inc1udo nny and nll diseases but", 

SocUon lila.) (1) (F).-Apparently under this paragraph no sup/,lo. 
menta\'.belleilts would be provided for aoy nOniutl <lcllvury Q\'Cll tllOJgh 
compllcatlolls mey dfn'etOJl Intnr to the IlatientB' eemple!e recovery, 

&x1.ioll' :ita) (2;).-Wo do not haVe the details ot tho bencfia which 
may bo; o!fered under 'the indemnity plan.. We recommend, however, 
tl1nt thQ btll reQu!re .or, at l£lUH, thaI. the commlttel! report $llceHy ~htlt 
th(l \'ulue of benefits under tl1{) Indemnity pJ.a.n genernJly coincide whli 
U.~ value of tlw.servtces furnished uoder the lIenke plan. inCluding eo\"~ 
erags of aU dlsensoo, 

SE'ctb:m G,-The bill BPccii!~ that 'the Commhlslon entla nppron;) two 
olltlolJwldo plana, 'ooe or rJm s!1'rrlc& type and one fJt the Indemnity lrp».­
and authQrlzes th» ComlDLtslon to enter hlto nMlonwldl1 cOlltrnr.t$ fo,' 
benefltll provided by the two plans. Under auch c;}ndHlona ew qnCstiOll 
111'15£& ns to what retc!;nll!oo i8 to be S'lvf!n to the \'tlrtatlons In hOfplttt.! 
room rates, m»dlcai snn'lees. and f>urg!ca! t»es between ..uMous localities, 
BilleI' schednll» o( bencfitfl' will tt~ Ilvpllcil.ble naUtmwidc, Ul(!re wHi hi:! a 
tend..mc'y 1m' thosa hospitals and surgeons hcrtltofor<':l ctw:glng 1!>~B ,hIm 
tna uated maximum t4 JncrelllW.l (belr rates and flH!s until thor reach 1lH! 
m:uimum !evels speeUled. Thlu result woald add to thu toot Qf Ihl! pro­
!,rnm 101' both tho cmployae ant! the GovernmenL In our "pinion tlt& b!ll 
should Im~1fy that the natiouwide contrncts contaln lang-un!>" t.!!si;:;ning 
to thO carriN' T{>$p<lorubUlry tor malul::!!nlng COStS at prc\"atlin;; local 
levule. We lIugg.est \:mgu.age Bhullar to the (o:Jowinr: hn added tn ~('c~lon 
6 (b) "Any nnlh;mwJde prime contract 6holl 112dude a rel]u!rem(>nt tlmt 
tho e<trrlet',vtmhcontra.cts or llther urr:tngemcnts With corpoTt.tilllll'. :U$.O­
elations, grout;ts, dilCtOrtt, hospitals. and other prorldcrs ot health H'r>'lee& 
shaH be I!tuted at cost levelS n(l illS-her than tlw (11 r:h,,:r!u:s. In tlH: ;.;'<:m­
ern! pub!ic, or on Dehedul\i& ot health btHwftt Cfo!>ts in locd hl:uJll: I!QJ,cflt 
pl ••L" " 

WI) lHl.Sge5t lbat thi.. Jwetlut! be Amended to authorIze tile ConHhf~~illn 
to r('lJn!rc reinsura.nce tr It deems lmet". action is I1l)cc)!!mry to pnrr'Ct th,) 
jl!ter'l~hl of ,hi> (h:;veTnmrillt. Slml:al' reinsurJ.nco Is N!qulr('a ut,rl2r iJ\': 
GOvei-tWHmt Emp!oy~es Lite Insurance Act. 

SI.-.::[j(m 7{b},-Thltt section eO\'llre emplo}'ees who nrc on 11'llYIl wilhotH 
pay nne would vost In the Cemmlsa!(J-l! discre!ioll to rcs\t)ate tlHJ l'41n:tLj':O 
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to ho S"fant"d. PrMlumably, this <llscrcUotl 11$ nec('ssary to enable eon· 
1I1'I~rat!Qn ot tho lllrClltrult:1no:M!S InYolved In IndIvIdual ease!! concerning 
authorize.! or tlnllutJlOrjzeu lNlVC without llil.Y. Conald(!rntion mJght be 
glt'lm tQ provlJlng the Commls~l()n guidelines for Ha admln13trAOon or 
t11l3 sectloll in your (;Otn:tnilteC';! report. 

:;,,<,11(," 8,-\'"(l f(lC{m:u;ouu a technJC:l~ rovllI!ou In thtB s~Uon, Artt:!r 
tl!o word "Fund" nn vaze :li:, line 14, lnsen the langunge "which :lllIall 
bo atiminlster('d hy the Cl}lurnlss\Ooll and". AlsOo, on page 31: after the 
word "Fund" :l.llPOarlng on Hac 15, insert the tnnguago "wbeu directed 
by tho Commt~s:lfjll." 

Sincerely yours, 
JO~ErH CJ\\!yuF.Lr" 

OOl»plroltcr General of we United. State.. 

G(;J.:Ir>'rnoT um GENIUL\L 0)1' TIlE UNITeD STA;n:S, 
lVaBJ;illgio/l, .dUgtl,' 17, 19S'. 

It-1 Irl(';3.1. 
lInn, 1'01>1 :'Jlt:f:n.\Y, 

(Jlmirml1ll. CQmm'ttrc on Pint OlJlce lind Civil Service, 

lfW8C oj Ileprcfi(~!1tottvCft. 


Vlc.,l1 Mil. C:I.\m.\L\x: As It rcsillt of a numher of coni"renees betwoon 
mo::mborll 0' <lur respl;cth'e sUttrs we have been rt.>que!:l((\d to report on tho 
yerston or tho blU S. 2162 preoently uader consfduratlrm by your COom­

mlttee. We ari! pleased to olfsr the following eomml}utfl on .the bill' as 
presently revls-ed by tile commltt(ffi. 

lImlith h.,lldit {lhlll)! (;;:.ec, 4, p. lWI 
BectlOll 4 of tlta l>H1 proYld~ th.at lhero shall bI'I Qoe Govilrnmenl~whle 

$ervlce benefil pian "'>'Hi OM GovernmonHfldo Indemnlty plall. Te,l!iw 

mOllY before the committee has ,di!!closed dearly that tn (uGer, to provide 
,.a health plJ.n within tllO rench of the em,",:o)'i!<)s in tho l<)w(it grade$, nnd 
for bMlc ilseat policy reaM))lI, a iJencfits t>la.n with Mlntlv,,!y low or "thIn" 
bene,IlLs wl;l bo aCllulred. Ul1der tllB requirement that,onl)' one ll13rv!ee 

'aed oan lucelllnity plan may bo oi'erl1.t[ve, such plallll ma.y a.ad llrclmbly 
will nor provide n bon(!tlt levcl deotred by the majnrIty of empJOY(Hl$ In 
tho mldui<;l Of up~er gmdes, nnt will tbe new uniform medium or low 
bellefit I'lnn eompare' favorably with brOl'ldnl' e<>v~rl'l~ now carried by 
man}, (l))lf'ioyeell. W'Q suggea~ th:tt. the eommlttBe conshl{!r royflling thIs 
5<;ctlon ."f the liUl ttl require the providing of at least two lQve18 or bone­
tits fOr eael; of tho two primary plana crcated by Bf(lllQns. 4n} tl.nd 4(2). 
Twu levels of benelita would proVide a. mote !l/;:tibl'.'l choice 10 the (1m· 
ployees, enabling tl(cm to cQnBid~f Jllctll cost eomUtioll&, nnd would alao' 
recognlul tlH) eml)jorees' llblllty to pay. In our opluiOon tit>} option for 
two :Cq!1s of benditll un<:l,,"f !l1ICb major plan eauhl be hldodc\! with!!; 
n Sill.,l\) c()n~mct- With 0:;0 rClIp>.:etlw, eatrtcrB, \VhlIe the cost Of adrulaw 
1*tr311or. wlU n<lcoesarUy be incrcased by addlUor:aJ opti<)OII. we bcllcv(l 
that tbJ matter can be worked OUt by the CommissIon to aaaure a mini­
mum or lnercaaed I:Ol>tS. Tho rollowlng language, or somo modification 
tlwtf'ot, add.:.;d to sect!ons 4{1} and 4(2) woul(! provide l\ bfil!1l! for the 
Conuulssiull to dev,)lop two J(:\'fll$ or benefits and two IONI!! or cost under 
er:cli ot th~ two natlonw!de plan!>: , 

"i'I'HI(lcd, TlllH noy suoh plan shun ipcluJe tWO levels or bene!lu alid 
tWD reinted lenll:l or sobscriptioll or premiulll cl;latge3," 

C,mu1tt:llng ,1IItiwrity {sec. 6, p, 3:t, 
The t:omm!uce has t(lceiveu HlStlmony that experjence under rmt.n}' 

hNtlt:1 pIa:::!! In(/kaces tl,ey urc trubj(lct to cOlltly abuses, PubUshed lDate~ 
rlul !ndl(,li~e« Il. rather ljign!tlennt QVenltlUzatlon of h03plml servioM when' 
the ImUviduals '.aM immred tor hospitnl 90r\'I.:." only. Somi! Publlllhi!!i 
.;iuta lIas !ndieatcd that unue<.:essnl'Y hO$pltlll!:tatlou under Insunmce or 
ser\'lce IJia.n!> runs us high as 2il peN:e~t. 

2942 

http:CJ\\!yuF.Lr


EMPLOYEES HEALTH BENEFITS ACT 


It abuses occur, then eoats borne by the omJltoy(l(! nnd the CovcrnM 
meut wJll b» correspondlngl)' higher, Convorsely, If the llnneCes;;nry 
flM'lIC1l$ nud tho felatod costs aro eurWlled, then roore funct!!: wH) be 
avaHable to provide the' nece.;Sury benefits. 'rho 'noneecssary usc of 
hospital room and bOJlM In ordilr to obtain other needed services not 
.Il.va,flnl)lo unless tho patient 18 hQ~plt;l.lb:cd, la un exurnph! uf i.bU$C, 
rho lusurlUtco Industry und tho large mnployo!'s 11:1."0 devise:! cnntract 
llrO\".Ialona deslaned to CUN:ail nonetS(!ntiaj ullllra.thm of hc;tltll setvle.111, 
nnd tt would IHmm that where llpprOl'rtate the Go\,«rntnent lIhould RIlPly 
shn[l,u' and other effecUve Pro\'lsloDll. Covenlge of all mediCAl serviMs, 
tH,mplad wlllt colnst;r':Ujct; nnd dcdueUblcs are ..mong the correctJre tlc­
vleel! ut;ed. The cotlnuittee may wIsh ta state In the b!l1 all cXPN!!slon of 
polley luI" tbo guldanco of the CemmIsslon in framing eoutr;tcts to pm­
vide to. the MtCllt possible tor the curtAtlment ot ab11s(ls ot the Govern· 
ment h>3alth pillns by the users of the e:ervleo.'1l (11' benefits. This could Ill.' 
ucwmplistteC; by ad!llng a. llrovlr;loll to seed oil' f). of the bm, reading su:"­
BtantlaUy as follows: 

"Resullltlons or tho Commission BbnH reqUire' tb:J.t Ill! plltos or e<}l1~ 
tracts Include hi)nefitr;, in gpecJllod categl'lrlcs of l\l).:l!!h services, and at 
lI'uth levell!, Illl the Commllision determInes necessary to restricLel!:cesslve 
Utlllt;LtlOD or- abuse or any serylcc. The stundards shall In¢ludt\" such other 
provJelnna, including co!osurM\ce ~nd .d()duer!bJo jlrQ\'!s!Ot:11, tietenuJnOO 
by tho Commi511itln to be :noCQl5ary to tlre'h:m~ :;;.bl1iH1S or the program." 

OolltrluutiOllS (sec, ':'(ll) (0,'1•. 36) 
Wo WIsh to point ntH thltt section '<'In) (1) fiS written. pcrmltll'tho 

CommisSion lull discretion Mgurdlng th(~ l!'l'ii} Of bCIlC'f:t,s th:lt may be 
nequlreo:!:.. The benefits m:lY be set yer)' luw--sl.lhs'nnli:J.lly below tit-£' 
amounts stated In subparagraphs (0 and {iLj-and In such eu.SQ~ the 
Government would pay 60 percent of the costs, It tlie benefits acquired 
nro liberAl nnd the COllt!! higher, thon tho G()vernmcnt IDny pay lcss thnu l 
60 percent of the COSlII, 

Also, we note that the m[nlmume and l:tl:\y!l:tluma hDtwOtm which tho 
COlllmtsslon must 80t tbe "prell\:rlheu" :\mounts -ate,:tl,parontly lntcn<kJ 
to be t-pplJeablo uniformly to- all plans. However, 'it Is possible to lllter­
prot tho languagE Of thiS s<lctlon Il$ authorizing \';trl1l.IJle "IlH!Scrlbod" 

. amounts, witf'.ln th\l; throo categoric$ of, winlfuua, .ttl;! ll1J.;dmum ilrnlts 
atated Jtl the hUl. We Q<lllc'I<l thb would he hW;'ju!lahle to IlUlplflyees 
..... ho were membe11l of th" P:IU':'S n!m!gacd low "'pre::;crl~et!" (;.tuOU!lt~_ 
Wo Iluggest tho follOWIng "h:\l1ge on lino 7, page 36: 

"'I'btl :uuoUntl> so prescrlbeu, which shall be unltorl.U (or all pl:tns, ShAll 
not-." . \ 

SU)J!lcrJpti(!ll chnl'ges MU prmnlums 
Tho bm contains numer&us :rcferem:es to "sublH;:rlptlon chnrges" amI 

"pr~mtUlns." However, tho Illancor In w;llch thu terms un! :HNl indl_ 
cntes that In sorne Instances thCl!:u terlll!! refnr to tj-,'l cUil!hlllcl amuHl1(. 
Tflpt'l1ll(lnted by payroll doduetions from employees [lcd Ih~ GovcriUlllml'll 
trantlter to the fund. and tn oth.:r Inst,:lI1cNI one or boO\ Q( tJH! lnrrns 
ref4r to the payment'from lh() funu to the carrlets. T'lCS(: nzi;oullu ;laJq 
lnto tho fuud wIll not neeellsr.rHy he tl1<." sallie :ts Ih.;> nUlollnts pt,ld out 
to curriers, as the blll Is now written, Til':; tl!ffcnmcc in tlw '.\IllOlints is 
du;:! to al!owaneQII f!)r CXPOIl"(!S and ercdlts to the n.'sc·n'e, ',It Is S\lg~ 
gClItlffi thnt the use 01 these termll through<)ut thn hI/! ,bo n.:,"j()WN! amI 
theIr tlptl'¢tfic,use clarIfied by edHorial ehan;;e, 

We wlll he i'jen.ll(!d to pro\'hle nny fUrther InfOl'llllltloQ or 'IU'SIStllDt;O 
In conm!ctlnfl ""itl! this p:r()po;>noo leglslation that lhe <,:oml~Ht(){! desires. 

Sincerely yours, 
FIL<\NK It Wr;ITt;;r.., 

Anl,/ant ComptrQller (JCl1crtJ.l (>1 the U'IIlt:4 Stu/f!,!, 

• 
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P.L. 6;;"382 LAWS OF 86TH CONG.-1ST SESS. Sept. 28 

I 
FEDEllAL EMPLOYEES HEALTH' BENE}~ITS ACT OF , 

I1959 

Fer L('gis{utivc His/ory of Act, lee p.2913 

PUBLIC LAW 86-382; 73 STAT. 706 
rs, nC21 

An Att to pro'lll;:l(! 11 hulth ~nel'1h pNlQ'NHn tor Government employeeJ, 

Be it enacted h1/ the Senate and Hoose of Roprc,!entaUt'ts oj the United 
States of Anhlr{Cf). in Congre8$ assembled, That: 

This Act mo:; be dted as thc "Federal Employc(!s, Health Benefits . .' IAct '(If i959".I': . I 
., !: I DEFINITIONS 
" ,I' , Sec. 2. As used in thIS Ad­
.~ 

, 

I.· 
(. (a) "Employee" means an appointive or erective officer or em­

" Iployee jn or under the executiv-e, judicial, or legislative brunch of 
the United Stntes Government,. including a Govnrnmcnt-owned or 
controlled corporation (but not inciuding.anY.corporation under the 
supervision of the, F<l:rm Credit Administration, of which eorporn­

_tion any memhet' of the board· of directors is eleetea 'or appointed by 
private interests), ar of the municipal government of the Oistrll;t of 
Columbia, and inc!udmr an Official ,Reporter of Debates of t}:e Senate 
and ;l person employed by the Official Reporters of Debates of the 
Senate in e6nnection with the performance of their offidal duties. . 
uud an employee ()f Gallaudet College; but dlles not include (1) a 

~.> 'I 
Pi 

member of a "uniformed service" as such term is defined in section I../,., 
ri 

1072 of tit1e 10 of the United States Code, (2)'a n()ndtizcn employee'
() whose permanent-duty'stati<m is located (lutside a State of the United 

S~ates or the District of Co.lumbia. or (3) an omp]oy;;c of the Tennes­

see Valley Authority. 

(b) "Government" means the GO\'erntnent of the United State! of 
AmcriC4 (including tbf) municipal government of the District of 
Columbitl), ' 

(c) ':Annultant" mc.ans-­
(1) nn emplo),ee who on or iiter the effective date of the pr.o~ 

vigions referred to in section 16 retires on an immediate annuity, 
under the Cjvil Stlrv:icc .R.1tlroment Act or other retirement sys. 
tern for civjlitm employees of tbe Government, after tweh'c or 
mOf;: 'yeurs of sel'vice or' for disnbility, 

'{2} tI member of a fumily who receives,an immcdiu!e annuity 
as the sun'h"ol' {)i a retired employee described in clause (1) or 
of an employee WI:O dies after completing five or more }:ears of . .
service, 

(;\) an ~mp!oyee whQ receives monthly compen!mtion unde!, 
the Fedenll EmpJ(jyces' Compensation Act as tl result of injury 
sustained 'or'illness contracted on or after such date nf enact. , 
ment and who is determined by tho Secretary ot" Labor to be 1,
tlnable to return to duty, and ' , . ,, 802 
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(4-) a member of a family who receives monthly compensation 
und.;l" tho Federal Employees' Compensation Act as the survlvw 
lng beneficiary of (A) an emp]oYN; who, huving eoml)leted five 
or more years of eerv1ee, dles llS a Teault of illn{:se ()r injury 
compensable under such Act or {B}.n former employee who is 
separated aiter having cnmpleted five or. more yet!t'S of service 
and who dies while receiving.monthly compensation under such 
Act on' account of injury sustained or Hlness contrnctea 011 

or after sllch date of enactment and has'been held by the Sec­
retary of Labor to have been unable to return to duty. 

For the purpose of thia subsection. ','service" means sen"ice which i!'! 
creditahle for. the purposes of the Civil Servi(lc Retirement Act.. 

(d) "Memb(!r (If familY" means an ~roploycc's or annuitant's 
spouse and any unmarried child (1) und;r the age o.f nineteen ycarll 
(including (A) :m adopted ehild, and (B) .a stepchild or recognized 
natural child who. lives with the empley"e or annuitant in 11. regu;ll!' 
parent-child relationship), o.r (2) regardless of nge who is inCApable 
of self-suppert because ef mental ~r physical incapacity that exist~ 
ed prior to. his reaching the age of nineteen years. 

(c) "Df,pemhmt husband" means n husband. whO' is iIIcallable of 
self-support ,by reason of mcnt.'ll or physical disabllity which can 
be expected to continue for more than one year. 

(f) "Health benefits plan" meane a group insurance policy 0.1' con­
tract, medical or hospital 8€rvice agreement, membership or suh­
scriptioll (!Olltraet, or similar grGup arrangement provided by a car­
rier for the purpose of providing, paying tf;lr, or reimbursing eX­
penses for hc'alth serviees, 

(g) "Carrior" melths a veluntary association, corpora.tion;ptlrtner· \ 
ship, ar other llongovernmental orgmlizution which is lawfnlly en. 
gaged in providing, payjng for; or re:mbursing the cost of, health 
service:'! under group insurnnce policies or contracts, mndical or 
hospitnl service agreements, membership or subscription contracts, 
01' similar group l1l'Tlmgemcnh!, in consideration of premium!! or othw 
er periodic charges payable to the carrier, including a hnalth benefIts 
plan duly sponsored or underwritten by an eml>loyee organization, 

(h). ~'Commission" means the United States Ch'il ServiCf! Comm,ls­
slon. 

(O "Employee organization" mea.ns an usociation or ether organ­
iz::ttion of employees which­

(1) is: naUona! in scope or 
(2) in which membership i.1I open to all nmployos of a Govn1'n~ 

ment dt:partment, ugency. or independent cstablishmr.nt whQ nre 
eligihle to' enrol) in n henlth benefits plan under this Act, 

and which on .or before December 31,' 1959, npplles to tbe Commis­
sion for a;;prowd of n plan provided for by :;ection 4(3) of this Act. 

ELECTION OF COVERAGE 

,See, 8. (n) Any employee mlll', at such time, in such manner, and 
under such conditions oJ eligibility as the COmmi8l110U mttY by regu~ 
lation prescribe, cnrQU in an approved health benefits plan described 
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in section 4 either as an individual or fur self and family. Such 
regulations may provide for the exc:Iusion of employees on the basis 
of the llature and type. of their employment or conditions pert;lining 
thereto••such as, but not limited to, short-term appointments', scal!on~ 
al or interrr.ittent employment. and employment of like nature, but 
no employee or group of employees shall be exchtdcd.soJely· on the 
basis of the hazardous nature of thtdr employment, 

(b) Any annuitant wr.o at the time he becomes an annuitAnt shall 
have been enroiled tn It henlth benefi'!:s plan under this Act­

(1) for a peri{'ld not less than (A) the five years of service 
immedi:::ltely preceding retirement or (B) the full pedod or pe~ 
dads of sen'lee betwcen the last dtiy of th{l first period. as pr~~ 
scribed by regulations of the Commission, in which he is eligible 
to enroll in such a plan ond the date on which he becomes nn 
Jlllnuitnnt, whichever:8 shorter, or 

(2) :is a member of the fnmilY of an employee or annuitant 
may cor.~:noe his enrolhrH1nt OndtH' such {londitions of eligibility as 
may be prescribed oy regulations of the Commfssion. 

(c) If nn employee has II. spouse who is an employee, either spouse 
(but not both) mllY enroll for self nnd family. or either spouse may 
~lltOn as an individual, but.no pcrson may be enrolled both as An 
e:nployec.or nnnuitant and as a member of the family. 

(rl) A change in the coverage of any employee or annuitant. or of 
any emvloyee at' annuitant and, members of his family, enrolled in 
a health beneflts plan lludcr thi!$ Act may be made' by the employee 
or :mnuHant.upon application filed withiu sixty days after' the oc~ 
currence of a change in family status or at such other times and 
under :such conrlitiol'ts as may be prescribed by regulations Qf the­
€Ammiaslon.· ., 

(e) A transfer of enrollment from one health beneftts plan <ie~ 
scribed in section 4 to another such plan may be made by an em~ 
ploye-e or annuitant at such Urnes And under such conditions Ii3 may 
be prescribed by regulations of the Commission. 

HEALTH BEKEFITS PLAKS 


See, 4, The Commission may contrad for or approve the fol!Qw~ 

lug he.l1th benell!..'! plans: 


(1) SCl'yice benelit plan.-One Govcrnmunt«wide plan (oifering 
two level$ of benefits) under which payment is made by a carrier un­
der contracts with physicinns,.hospltals, or other providers of health _, 
services for oeoefit& of the'types described in s-e-ctlon 5(1) rendered 
to employees 01' annuitants,' or members of their families, or, under 
certain conditions. payment is mode by a carrier to the emp!6:/e~ or 
annuitant or member of his family, I 

(2) lndemnity heneHt .plari.-One Government-wide plan (offer~ 
ing two levels of benefits),under which A carrier agrCl!s to 'pay cer~ 
bin sum3 of money, not in exee:Js 'of the actual expenses incurred, 
for benefits (;f the types dcecribc-d in section fj(2). 

(3) Employee organization pillns.-Employce orgnniz.ution plnns 
which otic}" bun(!fits of the types referred to in 'section S(S}. which 
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are sponsored (It underwritten, lind an: administc-r(:d, in whole or 
substantial part. by employee organizations. whkh' are available only 
to"persons (and members of theh·'familk.il) who ut the time of en­
rollment arc m~inbers of the organi'tation, nnd which· on July 1, 
1059, provided henlth benefits Ul-m!~mbers of the orgunization, 

(4) Comprchcnsive~medica[ plans.- ~ - ~ 
(A) GrQup-practice prepayment pIans.-Group~practiee prep.ay~ 

l~nent plans which offer healt.h benefits of the types. referred to in 
I:Icctiotl 5(4). in whole or in aub3t:mtiul p;trt on a prepaid basis, with 
professional services: thereunder provided by physicians practicing 
as a group in a common center or centars. Such n group shall in~ 
c1ude physicians representing at least three major medical ,spl/eial­
ties who receive all or a subStantial part of their pr-ofessionnl income 
froto the prepaid funds. 

(B) Individual-practice pN'paymcnt phms:-IndividulIl-practice 
prepayment pilins which offer health services in whole or substantin! 
part on u prepaid basis, with professional serviceA thereunder pro­
\'ided by jndh'idunl physiciAns who agree, under ('crtain conditions 
approved by the Commisaion, to accept the pAym~nts provided by the 
plans as full payment for C()\'ered services rendered by them inc!ud~ 

. jng, in addition to in~hospita! s!:!rvic{'s', general cafe r;;ud"rcd in thdr 
, offices nnd the patients' homcs, out·ol-h;)Sjll(.al diagnostic prucedures, 
and, preventive care, and which plans nrc offered by organizations 
which have succt'ssfully operated such plans prior to approyal by the 
Commission of the plan in which employees may. enroll. 

TYPES OF BENEFITS 

Sec, 5, The benefits to, be provided under plans descHbcd in sec~ 
Uon 4: may be of the following types: 

(1) Service benefit plan.- ' 
(A) Hospital benefita. 
(B) SUrgical ~net1ts. 
(C) In-hospHnl medical benefits. 
(D) Ambulatory patient benefits.­
(E) Supplemental benefits, 
(F) Obstetrical benefits. 

(2) Indemnity benefit plnn,­
(A) Ho~pjtal care. 
(8) Surgical care and treatment. 
(C) Medical care and treatment 
(D) Obstetricnl benefits. 
(E) PreacriblJd drugs, medicines, and prosthetic de\'iecg, 
(F) Other medical 4upplies and 8¢rdclJs. ' , 

,(3) EmplOYee nrgunizatinn plnne.-Beneflts of the tYPCll specified 
in this section under pnragraph (1) or (2) or both. 

(4) Compreheneive medical plans.-Benefits of the t.ypes spccit;cd 
in this suction uncler' parng:1"aph (1) or {2) or b(}th. 

All plans contracted for under parngraphs: (l) and (2) shall ia­
c1l1de btmefits both for costa associated with care ill a gc:r.:eral ho;!" 
pit::d and for other health service costs of a eatastr(!phic noture, 

.' 
805 


http:out�ol-h;)Sjll(.al
http:theh�'familk.il


r.L, £6-382 LA\\S OF 86TH CONG,-lST SESS. Stopt. 28 

CO!'lTRACTJ!'IG AUTHORITY, 
Sec. 6, (ll} The CommissiDn is: authorized, without regard to sec­

tion ;1709 (If the Revised Stat::.t~es or any .other pMvision of law re­
quiring competitive Lidding, to enter inte contrncts with qu:ditied 
cnrrio:rs offl!ring plnOl~ described in section 4. Each such contract 
shat! be for tl uniform term of at least one ),£81', but may be made 
Olu[om:uically :renewable from term to term in the absence of notice 
of ~erm:nlltio:r. by either party. 

(b) (I) To be eligible as the carrier for the plan described in soc~ 
tion .I(:!). a eompony mnst be licensed to issue group health insor· I .. ,' ance in all the States of the United States and the District of Colum­

I'" , • bia.II;: ;'. 

GD Each contract for a plan, described in paragraph (1) or (2)
• 

I 
~.!, ' . of section 4 sha:t :require the currier-' 

.,1' • 
 (A) t('l rninsut'tI with such other companies as mny elect to., 

iUtrticipnte" in nec<>rdancc with an equitabln f()rmula. based 011 
the tctal amount of their group health in~~rAnce benefit pay­
ments in the United States during the latest year for which such 

,informat;on is n\'aH:1bl~. to be determined by the earrier and 
approvcd or the Commission. or 

{B) to nHocnte: its rights and obligations under the contrad 
amotlg such of its. affiliates ::IS may ele;;t to participate, in accord- ; 
anee with .ull equit;1ble formula to be determined by the carrier 

, /lud such ai!ilJatcs atld approved by the Commission. 
(e) Elich contl'nct under this Act shaH contnin a detailed st!lttl~ 

ment of b~!Jefits offl!red aild shall include such maximums, limita­ I,tions, exclusions, .Hld other definitions of benefifs as the: Commis­

() sion finy de(J!n necessary or desirable. 


(d) ·The Commi.'ls:on is authorized to prescrihe regulations fixing[I 
re:<sonuble minim':Jnt st:ll'ld.ll·rlS for health bnnefits plaas deacribcd in . 
section 4: and for curriers mTcring such plans. Approval of such :1 n plaa shall aot. be withdrawn except alter notice,'and QPportunity'for 

· ·1 hearing without regard to the Administmtiv(! Procedure Act, to the . ,I carrier or c;}n:iel'a concerned. i 

(e) Xo contract shtt!l be made or plan approved which excludes"
p )" 

... L,
any pnrson because of rtlce, sex, health status:. or, at the time of the
··,1
.., first oppOr(ll nity to enrolf. boc:<use of age. ' 

'" 'r 

}- ,'; , (0 NQ e(lntnt!;t shall be m:<de or pian approved which'does not 
·offer to each employee and ltnnt:.itallt wllOso .;nrollment jn the plall 

" .j is terminated, other than by a cancellation of enrollment, n tem;:.o· 
'rary extension of cov()tag-c dUring' which he may exerci,"e the- o<ption 
,to COJlvert. wit!1out c:vidence of good health, to a nongroup contract 
providing hea:th benefits. All employee or annuitant who exercises 

, this option shall P:lY the fllll pario«ic charges of the nong-roup con­ ! 
tract, on such terms or conditions as are prescribed by the carrier 
and appro"'ed by the Commission. I

(g} The benefits and coverage made avn.ila,ble plirsuant to the 
provisions o[ suhsection (f) shall." at the option. of the emp!oyee or 
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annuitant. be noncancelable by the carrier except for fraud. ¢\'el'in~ 

surnDce, nr nonpayment of peri(l"oic charges. 


(h) Rates charged under health benefiis plans described in section 
4. shull reasonably And equitably reflect the cost of the btnenis pro~ 

....ided, Rutes under heAlth benefits plum; described in section 4( 1) 

and (:2) shall be determined on a basis which, in the judgment of liw 

Commission, is consistent with the lowest schedule of basic rlltes 

generally charged for new group health benefit plans issued to l:,rf(e 

employen; rates determined for the first contrnct tCl'm shull be 

continued for subsequent contrad'terms, except that they may be 

readjusted for any subsequent term, based on past experience- and 

benefit' adjustments' under the subsequent eontract; lillY readjust. 

ment in flites shall be made in advance of the contract tcrm'in which 

they will apply and' on a basis Which, in' the jUllgmcnt of the Com; 

mission, is consistent wHh the genera! practice of carriers which 

issue group health benclit plana to large employers. 


CONTRIBUTIONS 

Sec. 7. (a) (I) Except as provided in paragraph (2) of this auu4 
seciion, the Government eontrihution for he<l:Jlh be:letlts for employ­
ees or annuitants enrolled in' hDalth bencfil3 plans under this Act, 
in addition to the contributions required by paragraph (3), shall b'e 
50 per centunl of the loWest rates charged by a carrier for Il lovel of 
benefits otfc'red'bY n plan under pnrnimph (1) or paragr,.ph (2) of 
section 4, but (A) not leus thAn $1.25 or mor!': than $1.75 blweekly 
for 'an employee or a:nnuit:nnt wh(l is enrolled for self alone, (B) 
not le8s th:nn $3 or more than $4,25 biweekly for /tn employee or 
annuitant who is enrolled for self'And fnmily (oth~r lhan ItS proviu4 
cd in clause (C) of this paragraph}, find (C) not lesi than $1:75 or 
more than $2.50 biweekly for a female employee 01' annuitant en­
rolled for self and f:nmily jncluding a nondepond~nt husband. 

(2; For an employee or unnuitant enrolled in a plan described 
undel' section 4(3) 01' (4) £orwhleh tlJc biweekly subscdption chnrtte 
is tess thall $2.50 for an employee oJ'ttnnuitant cnl'oUed for self :JlcllJe 

{lr $6 for l)n employee' or annuitant enrolled for self and iamlly, the 
tontl'lLution of the Gmrernment shllil be 50 per centum 0-1 such sUL. 
scription charge", e$.c-ept th'at if a nondcpendent husb&nd is a mt!ffi ­

her of the family ()f H female employee or annuitant who is enrolled 
fo:r herself and family the contribution of the Gm;crnment sh~!! \)1.) 
30 per centum of such subscription ehlll'ge. 

(3) There shall be withheld from the salary of each enrolled em~ 
ploree and the annuity o£ each enrolled annuitant .rwd (here "ha!! 
he contrihuted by the Government, amounts (in tho same mtlo II" Ihe 
contributions of such" employee o-l" .anllu;tallt tind the Gon!I'llrtH.'nt 
under paragraphs (1) and (2») which tire necessary fol' the :i.dmin~ 
islrative costs and the reserves provided for by section 8(b), 

(4) There shan be withheld from the salary of each enrolled em­
plo....ee or nnnu'ity of each enrolled ;nnuitant so much as jg neeesslny, 
after'deducting the c;antrlhution of the Govel'nment, to pay the total 
charge for his enr6l!ment: The itmount withheld from the antluity 
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of an annuitant shall be equal to the amount withheld from the 
salary o,f an employee when both are enrolled in the same plan pro­
viding the same health benefits. 

(b) An employee enrolled in a health benefits plan under this Act 
who is placed in a leave without pay status may have his co\'era~e 
and the coverage of members of his family continued under such 
plan for a period not to exceed one year in accordance with regula­
tions prescribed by thc Commission. Such regulations may provide 
for the waiving of contributions by the employee and the Govern­


. ment. 

(c) The sums authorized to be contributed by the Go\'ernment 


with respect to any employee shall be paid from­
(1) the appropriation or fund whieh is used for payment of 


the llulary, wage, or other compensation of such employee. 

(2) in the. case of an elected official, from such appropriation 


or fund as may be available for payment of other salaries of 

the su"me office or establishment, 


(3) in the case of an employee in the legislative branch whose 

salary, wage, or other compensation is disbu'rsed by the Clerk 

of the House of Representatives, from the contingent fund of 

the House, and .' 


(4) in the case of an employee in a leave 'without pay status, 

from -the appropriation or fund which would be used for the 

payment of the salary of suc~ employee if he were in a pay' 

status. 


The sums authorized by subsection (a)" (1) to be contributed by the 

Government with respect to any annuitant shall be paid from anllual 

~ppropl'iations which are hereby authorized to be made for such I·, 

purpose. 


(d) The Commission shall provide"for conversion of rates of con­

tribution specified in this section in the cases of employees and an· 

nuitants Ilaid on other than' a biweekly basis, and 'for this purpose 

may pro.vide for adjustment of any such rate to the nearest cent. 


EMPLOYEES HEALTH BENEFITS FUND 

Sec. 8. (a) There is hereby created an Employees.Health Bene· 
fits Fund, hereinafter referred to as the :'Fund", to be administered 
br the .,Commission,· which is hereby made available without fiscal 
year limitation for all payments to approved health benefits plans. 
The contributions of employees, annuitants, and the Government 
described in section 7 shall be paid into the Fund. 

(b) Portions of the contributions made by employees, annuitants, 
and the Go\'ernment shall be regularly set aside iIi the Fund as fol­
lows: (1) a percentage, not to exceed 1 per centum of all such con· 
tributions, determined by the Commission as reasonably adequate to 
pay the administrative expenses made available by section 9; (2) 
for each ·health benefits plan,' a. percentage, not to exceed 3 per 
centum of the contributions toward such plan, determined by the 
Commission as reasonably adequate to provide a contingency re­
serve. The income derived from any dividends, 'rate adjustments, 
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or other refunds made by a ptan shall be' eredittJd to its contingency' 
reserve: The contingency reserves max be used to defrny incrcftses 
in future rates,or may be appiied to reduce the contributions of em~ 
pfoyees and th(l Government to, Qr to 'increase the benefits provided 
by, the plan from which such reserves· are derived, as the Commis­
sion shall from" time to time determine. 

(c) The SecretJlTY of the Treasury is aUlhorized to. invest and 
reinvest any of the moneys in th~ Fund in interest-beating obliga­
tions of the United Status Ilnd to sell such cbHgntions of tb" Uuited 
States fer the purposes of the :F'und, 'I'he interest on and the pro~ 
cecds from the sale of nny such obligations shall become n part of the 
Fund. . 

ADMINISTRATIVE EXPENSES 

Sec, 9, (a) There are herehy authorized tolbe expended from the 
Employees' Life Insurance r~und, without regnrd to limitatious on 
expenditures' from that Fund, for the fiscal years 1860 tmd I9G!. 
su(,':~ sums as may be necessary to pny administrative expenses in­
'curred by the Commission in carrying out the health benefits provi­
lJiona of this Act.. Rilimbursements to thil Employecs' Life IlIlntl'ancc 
Fund for aums so expended, together with interest at a' rnte to be 
determined by the Secrntary of the Treasury, shAH he made from the 
Employees Health Benefits Fund. . 

(b) The Empl(lYet!8 Health Benefits Fund is herebY made avai!able 
(1) to reimburse, the EmploYees" Life Insurance Fund for sums 
expended by the Commission in administering the provisions of this 
Act fbT the fiscal J'ears l!H30 and 1961 and (2). within such limitn~ 
tions ,13 may be specified annually by the Congress, to pay such e'x­
pense,\l for subsequeat fiscal yeaTS, ' 

AD),UNISTRATION 

Set. 10. (4) .The Commission is authoriz(!d to promulgate such 
regulations as may be necessary to carry out the provislons of this 
Act. 

(b) RegUlations 01 the Commission shall include regulations with 
respect to the beginning and ending datcs of (;overnge of employee,. 
and annuitants and members of their families under health bencnt~ 
plans, and for such purpose may permit stich coverage to continue, 
exe]us)t'c,of the temporary extension of jJQvt!rnge descl'ibed in section 
6(0, until the end of the pay period in which nn employee is separnt­
ed from service or until the (Jnd a.f the montli ill whieh 1:U~ 11llllllltrmt 

ceasell tn be entitled to annuity; and in .case of the deuth of ,~uch 
employee or Iwnuitant may permit a temporary extension Df the 
eovemge of the members of Ml!_ family for n period not to exceed 
ninety days. 

(e) Any employee enrolled In a plan under this Act who js l'e~ 
moved or !luspendtl"d without pay and later reinstated or restored to 
duty on the ground that sueh removal or suspCnSi(.lll was t-l1ljustified 
or ullwarranted shall not be deprived of CO\'crage or benefits for tho 
interim but shaH have hlfJ coverage restored to the same extent .and 
effect!ls though such removal or suspension hud not- taken p]:<cc. and . .. 
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aPIlropriate adjuiStment, shall be made in pfimiuml3, gubscription 
chal'J.;-es. contributions, and Clllirog~ 

(d) The Commis$io:1 shall make available to each employee eligi­ , , 
, hb ~o enroll :n u health benefits plan under thi::! Act such informa­

tion, in a form acceptable to the Commission after consultation with 
tho ennicr, as may be J:eccssary to enable such employee to eXerc:se 
an inf"rroed chotce among the types of plans referred to in sec!ion 
4, Each emplov!,'e enrolled in such a health. benefits plan shall be 
13sued lin rippl'~priute nocument setting forth/'or summarizing 1he 
s~rt'iees or henilllt3 (ine/uding maximum::!, limitations, and exclu­
sions), to which ,the employee. or the employee nnd members of his 

'family, are entitled thereunder, the procedure for obtaining benefits, 
tl.nd the prindpal provisions af the plan affecting the employee or" 'f.; ! " mel:19<Jl's of his family. 	 . 

,I ,! 

• 
~'! " .. 	 STUDIES, REPORTS, AND AUDITS 
e" ~.
.' See. 11" (a) Tr.e. Commission ,shall make 11 continuing study of 


the op€l'aUon and administration of this Ad, including surveys and 
,~." , 


, I \'€POl'ts or. health benefits plans available to employees n:r.d nn the
,. 
experience of sueh plnns.! 

" 
.....J 


,. I : (I)) The C()m:nission shall include provisions in contrActs with 

""'I . I' 	 cunier,;; .,·hid: would require carriers to (1) furnish such reasonable 


)'ep(ll'tlS 'HI the Commission determines to be necessnry to ennble it
'''1. ,1	 to curry out :ts fUllctions under thia Act. and' (2) permit the Comm;s­, ••• 1 
llion iwd represematives of thfl General Accounting Office to o:X­.'U 

I" : 	 ~lmine records o'f the carriers as may be necessary to carry out the,, 	 PUI'poses of this ACt..
•. , : I 

(c) Each Government depnrtment, agency, and independent cs­
# ! ... 

tllbEshn:ent shail keep such reeord.a, make such ce:r':ifications, and(' furnish the Gomrnisslor. with ~uch information and reports AS r.uty, 
be "eeessary to enable tho Commis:!ion to carry OUt its functions un­II der ~hi$ Act, 

n 	 REPORTS TO 'CONGRESS 

I: 	 Sec. 12. The Commissjon shaH transmit to the Congress annuaUy 
a report concerning the operation of this Act. 

ADVISORY COMMITTEE· 

Sec. 13. The Clwirman of the Commission shall appoint II com~ 
mitt~e composed of ave members who sball serve without compenea­
tion, to advise the Commission regarding ma~ters of concern to em~ 
ploye'c.a under this Act Each'member of. such <::ommittee shall b>C 
Hl: cm'p!oyee enl'olled under tids Act or,em elected officer ot an om. 
ployet: orgnnization. 

Sec. 1<1, {a) The Cl:nirmlln of the Commission is authorized to 
appoir.: in grade 18 of the General Schedull'! of the Classification Act 
of 194~, as il!tlended, lin officer who shall have such functions and 
duties with respect to retirement, Hfe insurance, and henlth benefits 
-pl'ograms as ~he Commission shall prescribe, Such positions: shaH 
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. 	 . 

be in addition to the number of positions otherwise authorized by 
law to be placed 'in such grade. 

(bY Thu: rate of basic compensation of the Executive Director of 
the United Statcs Ch'j} Service Commiljs:on shall, be $1£1,000 per 
annum. 

JURlSDICTIO~ OF COURTS 

Sec. 15. 'The district coUtu!' of the United States shnll have orig­
inal jurisdiction. concurrent with the COUl't of Cltllms. of tlnr civil 
action or claim ugainst the United Stntes rounded upou this Ad. 

EFFECTIVE DATE 

Sec: 16. The proyi~dcns of tr.is Act relating to UIO m:rollmt;c! of, 
emplorees and :UlJluitants in health lV}fH:fits plnns !llld th(~ withhold· 
ing und puyment of contributions shan take £ITcct {}n the finl {!:lY 
of the first pay period which beginll on or aft<:l" .July 1, 19B0, 

Approved September 28, 1959.' 

MU1'UAL SECURITY APPI!OI'UlATION ACT, !9GO 

PUBLIC LAW 8G~383; 73 STAT. 717 
[H. R &S.t>J 

An. Aet 	mllkfug approprl"tion.. 1"" M,,:unl S~::.urHy and r .. l~t~d ~\ie",,;e. 
10,. IhD liGenl ye;}." ending Junl! 30. 1001>, ;>nd for ~th"r p""o<>se&. 

Be it enacted by the Scuuta ond lJlAlkC 01 I.'cfir~;;C-'JJatit'c9 Ii! the t.: lIit",] Sl~tcg 
oj America 1'1 COI!;Jrf,:.8 OJIICIJlb/cd. Thall 

'T'h{~ foll<>wlvg !!I11:\1t arc ill'Propf-iHt('(I. Hili 0( :lny 1Hf));'.,: In ill0 TrZ';J!>lHT 
liot ot4c!'wlse appr()pI'jatiM, for tl.u! llscal rC:1r J;:udlllg Juue 110. 1!)(lV. mUllely: 

, 
TiTLE I-MUTUAL SECURITY 

Ft.,}:,DS APPHOPRIA'mn TO TIm l'liES-lllEST 

Fer expenses necessary to {'nahle tbe I'resltlent tr, cttrry Ollt the l,ro\'!",,!on~ ()f 
the :iJotllrtl Ri1e!!rlt~' Act of HI.->;J, [II< IIllluwh!,1. I" n'lU.:l;. ;)Vall;l(,Je 'ladl .hme 
30, WOO, unless mhcn,-jse spcelOcd ht!reln. [I~ foll(!w~; 

lIJllfnry ass!stflU('(.": For allhj8Uln~ lIUtllOri~r(! II)' SCCUOIl i(l3(n} tl! ('{Jrry illl! 

tbe PUfpOS!1S of e\lnjltl?f I (lnc!uding 1l(IIllIl,li!tnUln; exp<;l\SP!i as HutllOr!Z(l<I 

by ill'{'Uon lU:J(I», "dItch shul! llQt ex('{'\!(\ $:i:>,()ofI,O(JU for the li"t;l! ye.tl' lJ.eu. 

/wd tlUrcbnsc for r('plnC(lrnCUt ollly of IIUSi.i:'llger mOtor r1'1:ltl<.:5. fllr UlH) abroad), 

$.l,:lOO,{''{)(i,QOO ; 


llefcnse $\IPPOl't: Ji'ur llsslstunec authorized by &retioll 13l(h). S';;'",O.llO!lOOO. 

nn!I il.,Il(WH.lon f"f J'()Cenll() S\ltlPOI'! (or Spalll, amliorizc·d by ,;;cetlOIl l:ilth), 

$-t:i.OI)(j.OOI}, ()XClllSivc of teciln!tnl coopurntio-n_ 


, lIe\ejopment Loon I<'tmd: FQr flrl"lI!1Ct'S 10 !iH' fJCt"c!npllltllt V'aL l'tifl(1 ,1~ 

ttU!lH)/,j;t(li! by scetJ(ln 203. $;'J!".>{),OOO,(){)O, to )'i1n,rtW flYnilnllle until 0xpendetl; 
Tpehnicn.! eoopnn1!jol), grnl1fal nutlwrlzut!<.m: .f.'or nsslstum-e AIUlv)l'jted hy 

Bt:Ctlo!1 3{H, $H"lO,OOO,txlo.";. . ',. 
Uu!lt-:lK:;:n!t<us t'xjillll(itld prngrull'I of technic:]] i1'.s;;L~l,1.nce.a:::d Nlntnl tuml: 

For c0utrihllUr;tll; authorized hy s«:t\Orl 300"(t>). $:10..000.1)(1(): . 
Techuical CQQpcrntlon progrnms of the Orgnl!jz'~U!)(; of American Strtres; 

Fur l!'1Jl!rlbut!oll$ rtllUlOri-zc/l hy <wctl<m 3(l{j(t)), $l.:!OllOOO; 
SpDi:I!tl t\&J,;lstuure. JrCIICCt\! tl,utlJOr!r.Utloll: Por ulilllstmlce rtllthorlzed by M'C­

tlen .j00{A}. S24!i,OOO,OOO; , # 

, S))edu.1 nsslstt\Il<'e. spL<ei;!tl n'llbo~!zati(ln: l'or llsslstanee iH:t\lOrlr.hl by liN:'­
t.l(m 400:C) ill the pluflulttg (or cOII,;:truelWJI or the All:!.'rlCllll llco.l'Olp::b lIvlfpitul 
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PUBLJC LAW 98-015 IRK. 23(0); Nov(!'mi>er 8, J984 

CIVIL SERVICE R.:TIREMEI.iT SPOUSE EQUITY ACT OF 

19M-PERFORMANCE' MASA(;EMENT AND RECOGNITION 


SYSTEM 

PM Ugiaih.tifle History ofAct, ,rep. 5540 

h An ,_ ........... ~'" _ltv"": '- _~ ., d..n ......m. ",tt...l, .nII for .n­,..'......., 


Be it enacted by the Senate and HoUhl' of Repl'e!ltnt(Jtivts of the' 
United States ofAmerica in ConfW'll$Stmbled, Thllt this Act may Civil Service

Retiremtntbe cited 8S the "Civil Service irement Spouse Equity Act of Sp<JUK Equity
1984". . ACl of 1884, 

• 1 SEC. 2. Chapter 83 of tiUe 5, United Stateii' Code. is amended- 5 USC 8331 l\Otb, 
(1) in section 83tH- , ' . & USC 8331. 

(A) by striking out "and" at the end of paragraph (2U;
(B) by striking out the period at the end of paragraph (22) 

and inserting in H&u thereof It semicolon: and 
te} by adding at the' end thereof the following new 

paragraphs: . 
"(23) 'former 'spouse! means B former spOU&e 'of ,an 

individual- , 
"jA) if such individual perfonned at least 18 months of 

'civilian service covered under this subchapter as an 
emp!oyee or Member. and' ' 

"(Bi if the former spouse was married to such individual 
, for at Je.l\St 9 months; Bnd, . 

"(24) 'Indian court' means an Indian, court as defined by 
section 201(31 o! the Act entitled 'An Act to preacrioo penalties 

, for certain acts (If, violence or intimidation. and for other pur­
poses', approved April 11. 1968 (25 U,S.C, 1301(3); 82 Stat. 77t"; 

(21 by amending sttction 8334(h) to read as foUoWJ;: 5 USC 83M. 
"{bl For the purpose of $urvivor annuities, deposits authorized by 


subsections (c). (d}, and (jf of this section and by section 8339(j)(5)((:) Irt[to, 

and the last sentence of section 83391:k){2) of this title may alSQ be Inf1'/l., 

madfl by a soivivor of'an emplovee or Member,"; 


!3J in section 8339- - . , 

(Al by amending 8ulmechon 0) to read as follows: 


"til(l) The annuity computed under subsections fat-Wand (nl of 

.this section (or Ii) portion of the annuity,if jointly designated for this 

purpose by the empJoyee or Member and the spouse of the employee 

or Member under procedures prescribed by the: Office of PeTSOnnel 

¥anagement) for on employee or Member who is married at the 

bme of retiring under this subeha,pter i6 reduced as provided in 


. paragraph' (4) of this subBec:tion in order to provide a survivor 
annuity for the spouse under,section 8341(bl of this title, unless the ~t, p 319'9.' 
emplDyal or Member and the spouse jointly waiVe the spouse's right 
to a survivor annuity in u written election filed with the Office at 
the time that the employee or Member retires.. Each such election 
shull be made in accordance with such requirements as the Ofrtce 

'shall. by regulation,. prescribe, end shall be irrevocable. The Office ~Iation'. 

ah~U provide. by regulation. that an employee or· Member may. !lIIIer. 


Waive the survivor annuity without. the spouse's consent if the 

employee or Member esUtblish~ to the satisfaction of the Office-­
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"(A) that the spouse's whereabouts cannol be determined. or 
"(8) that, due to exceptional circumstances, requiring the 

employee or Member to seek the spouse's consent would other­
wise be inappropriate.' ., 

"(2) If an employee or Member has 8 former spouse who is entitled 
Po&t, p. 3199. 	 to a survivor annuity as provided in section 8341<h) of this litle, the 

annuity of the employee or Member computed under subsections 
(sHU and (n) of this section (or any designated partion of the 
annuity, in the event that the former spouse is entitled to less than 
55 percent of the employee or Member's annuity) is reduced as 
provided in paragraph (4) of this subsection. 

"(3) An employee or Member who has 8. former spouse may elect, 
under procedures· prescribed by the Office, to have the annuity 
computed under subsections (aHi) and (n) of this section or a portion 
thereof reduced as provided in paragraph (4) of this subsection in 
order to provide 8 survivor annuity for such former spouse under 
section 8341(0) of this title. An election under this paragraph shall 
be made at the time of retirement or, if later, within 2 years after 
the date.on which the marriage of the former spouse to the 
employee or Member is dissolved, subject to a deposit in the Fund by 

" - the retired employee or Member, within such 2-year period, of an 
amount determined by the Office, as nearly as may be administra: 
tively feasible, -to reflect the amount by which the annuity of such 
employee or Member would have been reduced if the election had 
been continuously in efTect since the'date the annuity commenced, 
plus interest. For the purposes of the preceding sentence, the annual 
rate of interest for each year during which the annuity would have 
been reduced if the election had been in effect since the date the;, 	 annuity commenced shall be 6 percent. If the employee or Member 
does not make such a deposit. the Office shall collect the amount of 
the deposit by ofTset agamst the employee or Member's annuity, up , to a'maximum of 25 percent of.the net annuity otherwise payable to , the employee or Member, and the employee or Member is deemed to 
consent to such ofTset. An election under this paragraph­,

", "(A) shall not be efTective to the extent that it- . 
"(i) conflicts with­

;1, "(I) any court order or decree referred to in subsec­
!'wI. p. :J199. tion -(h)(l) of section 8341 of this title; which was issued 

before the date of such election; or, 	 ' 
i 
, "(II) any agreement referred to in such subsection 

which was entered into before such date; or ,.': ~ "(ii) would cause the total of survivor annuities payable 
IUt, p. 3199, under subsectioris (b), (d), (0, and (h) of section 8341 of this1,'­

title based on the service of the employee or Member to 
)~ 	 exceed 55 perCent of the annuity to which the employee or 

Member is entitled under subsections (aHU and (n) of this 
section; and 

"(H) shall not be effective, in the c8se of an employee or" 
Member who is then married. unless it is made with the

T spouse's written consent. , 
Regulations. The Office shall provide by regulation that subparagraph (B) of this',' Waiver. paragraph may be waived for either of the reasons set forth in the 

last sentence of paragraph (1) of this subsection. In the case of a 
retired employee or Member whose annuity is being reduced in 
order to provide a survivor annuity for a former sPouse, an election ., to provide or increase a 'survivor annuity for any other former , spouse (and to continue an appropriate reduction) may be made 

b 98 STAT. 3196 I " :'••r,~' 
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within the same period that. and subJe<:t to 'the same conditions 

under which. an election could· be made u-nder paragraph (Sl<B) of 

this /Subsection for a current spouse (subject to the provisions of this 

paragraph relating to consent of a current spouse, if the retired 


_	employee or Member is t~en miuried).,T~e QPP:O!"lunity to make- an 
election under the precedmg sentence IS m additton to any opportu~ 
nitl otherwise afforded under this paragraph. . . 

, • W In order to provide a survivor annuity or combination of 
/Survivor annuities under /Subsections (b), (d), (fj: and (h) of section 
8341 of thi.8 title, the annuity of an employee or Member (or any P{M.t. p. 3:99 
designated portion OT portions thereon is reduced by 2"'" percent of 
the first $3,600 th~reof plus 10 percent of 50 much thereof as exceeds 
$3,600. ' 

"(5){A) Any reduction in an annuity for the purpose of providing a Terminati<m 

tlUrvivor annuity for the'current spouse of a retired employee or dates. . 

Member shall be terminated for each fun month- .


'm after the death of the spouse, or 
. "(ii) afWr the dissolution of the spouse's marriage to the 


employee or Member. except that an appropriate reduction 

shaH be made thereafter if the spouse is entitled, as a former 


, spouse, to a 8urviWlr annuity under section·S34l(h) of this title. /'o8r, p.3"199. 
"'BXt) Any reduction in an' annuity for the purpoSe of providing a 


survivor annuity for a former spouse of a retired employee or 

Member shall be terminated for each full month after the farmer 

spoUse remarries before reaching age 55 or dies. unless the employee 

or Member elects. within 2 years after the farmer spouse's death or 

remarriage, to continue the reduction in order to provide a survivor 

annuitr or inerease the survivor- annuity for the current spouse of 

the retIred employee or Member. 


"(ii} Notwithstanding clause (I) of this 6ubparegraph­
<It)} a reduction in an annuity shaU not be terminated under 


such clause, and . " 

"(II) an election made under such clause with respect to a 


current spouse after a remarriage before age 55 or the death or 

a former spouse shall not be effective,


!(, and to the extent that., continuation of the reduction is necessary 
in order to provide for any survivor annuity. Qr any increase in 8 
survivor annuity, which beeomes payable under section 8341(h;(2! of 
this title to any other fbrmer spouse as a result of such remarriage,
Or death. '. 


"(C){i) Upon remarriage, a retired employee or Member who was 

married at the time of retirement (mcluding an employee or 
Member whose annuity was not reduced to provide II ·survivor 
tmnu.ity for the employee or Member's spouse or fqrmer spouse as of 
the bme of retirement) may Irrevocably elect during such marriage. 
in & signed Writing received by the OffICe within 2 years after such 
remarriage or, if )a~r. within 2 years after the death or remarriage
of any former spouse of such employee or Member who was entitled 
toe Survivor annuity under section S341(h) oftbis title (or of the last 
8~h ,surviving rormer spouse. if there was more than one)" a redu~. 
tl~n In the employee or Member's annuity under paragraph (4) of 
Ibm .sUbsection for the purpose of providing ·an annuity for ,such 
tmpJoyee or Members SPOUl,!e in the event such spouse survi\'6 the 
employee or M'~mher. 
I.' (ii} Such election and reduction shaH be effective the first day of Effective date 

tile EieCond month after the election is received by the Office, but not 
J. t~an 9 months after the date of t~e remarriage, and the retired 
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employee or Member shall, within 2 yeal"S after the date of the 
remarriage or, if later, the death or remarriage of the former spouse 
(or of the last such surviving former spouse). deposit in the Fund an 
amount determined by the Office of Personnel Management; as 
nearly as may be administratively feasible, to reflect the amount by 
which the annuity of such retired employee or Member would have 
been reduced if the election had been in effect since the date of 
retirement or, if later, the date the previous reduction in such 
retired employee or Member's annuity was terminated under sub­
paragraph (A) or (B) of this paragraph, plus interest. For the pur­
poses of the preceding sentence, the annual rate of interest for each 
year during which' an annuity would have been reduced if the 
election had been in effect on and after the applicable date referred 
to in such sentence shall be 6 percent. , 

, "(iii) If the employee or Member does not make such deposit. the 
Office'shall collect such amount by offset against the employee or 
Member's annuity, up to a'maximum of 25 percent of the net 
annuity otherwise payable to the employee or Member, and the 
employee or Member is deemed to conSent to such offset. 

"(iv) Notwithstanding any other provision of·this subparagraph, 
an election under this subparagraph may not be made for the 
purpose of providing an annuity in the case of a spouse by remar­
riage if such spouse was married to the employee or Member at the 
time of such employee or Member's retirement, and all rights to 
survivor benefits for such spouse under this subchapter based on 
marriage to such employee or Member were then waived under 
paragraph (1) of this subsection or a similar prior provision of law."; 

(B) in subsection (k)(l) by striking out "unmarried" in the 
fil"St sentence thereof; and' 

(e) by amending subsection (k)(2) to read 88 follows: 
"(2)(A) An employee or Member, who is unmarried at the time of 

retiring under a provision of law which permits election of a reduced 
annuity with a survivor annuity payable to such employee or Mem­
ber's spouse and who later marries'; mar irrevocably elect, in a 
signed writing received in the' Office WIthin 2 years after such 
employee' or Member marries or, if later. within 2 yeal"S after the 
death or'remarriage of any. former spouse' of such employee or 
Member who was entitled to a survivor annuity under section 
8341(h) of this title (or of the last such surviving former spouse, if 

. there was more than one), a reduction in the retired employee or 
Member's current. annuity 88 provided in subsection (j) of this 
section: 

"(B)(iJ The election and reduction shall take effect the fil"St day of 
the fil"St month beginning 9 months after the date of marriage and 
shall prospectively void any election previously made under para­

, graph (ll of this subsection. '. _'. 
"(ii) Within 2 years 'after the date of marriage, the retl'red 

employee or Member (other than an employee or Member who made 
a previous election ul).der paragraph (l) of this subsection) ,shall 
deposit in the Fund an amount determined by the Office of Person­
nel Management, as nearly as may,be administratively feasible, t;o 
reflect the amount by which the retired employee or Member.s 
annuity ,would have been reduced under subsection (j)(4) of thIS 
section since the commencing date of the annuity, if the employee or 
Member had been married at the time of retirement and had elected 
to provide a survivor annuity at that time, plus interest. For the 
purposes of the preceding sentence, the annual rate ,of int.E'rest for 
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~(h year during which the annuit,Y wouid' have, been red'lIce<! if the, 
election had been in effect since the date of the a~lOuity commet1f'ed
,flan be Gparcent. > • 

,"lei [f the employee or Member does not m';lke such deposit, the 
Office shall CQJl~ct such amount _b} offset llg~mst Ihe employee or 
Member's annuity, up to a maXimum of 2~ percent of the net 
annuity otherwise payable to the employee or Member. and the 
employee or Member is deemed to consent to such offset."; , 

T!4J in section 8341- , 
(AI in paragraphs O}(AI and 12JiAl of subsection lal, by 

striking; out "I year': and inserting in lieu thereof. "Ii 
months '; , 

tBI in subsection (bl- , 
liJ by amending paragraph tl) to read as follows: 

"lbO) Except as provided in paragraph i2! of this,subsection, if nn 
,m:r1oyee or Member dies after having retired under this subchapter 
on is survived by a widow or widower,. the widow or widower is 
entitled to an Bnnuity equal to S5 percent (or 50 percent if retired 
before October 11, 19621 of an annuity computed under section 
l)J:l9tal-lii Bnd (n} of this title as may apply with respect to Ihe 
annuitant, or of such portion thereof as mny have been designaled 
for this purpose under section 8339(1111) of this· title, unless the right 
to a survivor a.nnuity was waived under such section 8339tjXU or, in 
tht' case of remarriage. the employee or !\fember did not file 3n 
'election under section 8339ljl{5UCI or set:tion B339tkX2) of this title, 
as tht' case may be."; . 

, (iii in the second and third sentences of par3graph f3! 
by striking out "spouse. widow," eath place it appears 
and insertin~ in Heu thereof"widow"; ­

{iii) by striking out "60 years of age" at the end of 
paragraph ((It and inserting in Heu thereof "55 years of 
age"; and ' 

liv) by adding at the end tberoof the following new 
• , paragraph: ' 

";4! Notwithstanding the preceding provisions or tbis sUOOectiun, 
the annuity payable under this subsection to the widow or widower 
of a retirad employee or Member ,may not exc~d the difference 
between- " 

:"iA) the amount wbich' would otherwise be payable to such 

Widow or widower under this subsection fdetermined without 


'!' re$a~ to any waiver or designation under section S339(jltll of 

thiS hUe Ot a prior simllar pro"'ision of lawl, nnd 

"lS, the amount of the survivor annuity payable to any 
(ormer spouse of such employee or Member under subsection Ihl 
ofthis section:"; . . 

(CI in subsection Icl;- .. 
"N) .,' iiI by insertmg after the first sentenCtJ the following:

otwlth.standing the preceding sentence, the annuity payable 
uMnder thiS subsection to the widow or widower of an employee or 

tmber mill' not exceed the difference ootween­
" :d'!A) the amount which would otherwise be payable to such 

w\ ow or widower under this subsection . .and 
",B) the amount of the survivor annuity payable to an}' 

lo"mh.er spouse of such employee or Member under subsection !hl 
o l is section."; and ' 

lijl in the last sentf'nce, by rl!tiesignatlng subpa'ra·
graphs lAI and fBI as clauses iiI tlnd Iii), respectively. 
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and by striking out "60 years of age" and inserting in 
lieu thereof "55 yesrs ofage"; 

{O) in subsection (e).-: , 
W in p:aragraph (l). by inserting "or a former spouse 

who is the natural or adoptive earent of a surviving 
child of the employee or Member' after "survived by a 
spouse" each place it appears; and ' 

(til by amendin~ the last sent,enC'Al! of pa:ragraph (2} to 
read as follows: ' On the death of the surviving spouse 
O'r former spouse or termination of the annuity of a 
child, the annuity of any other child or children shan 
be recomputed and paid aa though the spouse, former 
SPOUse, or child hed not survived the employee or 
Member."; : 

iE) in &UbSection (f) by inserting after paragraph (2) the 
foHowing: • ~ " . 

"Not'withstanding the precedinJ sentence. an annuity payable 
under this subsection to the 8umving spouse qf a Member may not 
exceed the difference between-. " 

"(A) the annuity which would otherwise be payable to such 
surviving sJ.lOU$e under this eubseetion, an<! . 

"(B) the aMount of, the survivor annuity Payable to any 
former spouse of such Member under subsection (hl of this 
seetion,"; and· > 

(F) in sub&ection (g) by striking out "60 years of ag:e" and 
inserting in lieu thereof "55 yearaofage"- and ' 

(G) by adding at the end thereof ~ foJlowing new 
subsection&; 

"(hXll Subject to paragraphs (2) through (5) of this subsection. a 
fonner spouse of ., deceased employee, Member. 01" annuitant is 
entitled to a survivor annuity under this $Ubsection. it and to the 
extent exr.resslY provided for in' an election unoer section 8389(jX3)
of this tit e, or in the terms of any decree of divorce or annulment or 
any (!'Ourt order or court-approved property settlement. agreement 
incident to such decree, . 

"(2)(A) The annuity payable to afonner spouse under this .5ubsec< 
tion may not e~ceed the difference between- ' 

"Ii) the amount applicable in the <:ase of such former epouse. 
as. detennined Under subparagraph (B) of this paragraph, and 
, "(ii) the amount of any annuity payable under thi$ IJubsectio!, 

to any other former BPOuse of the employee. Member, or annUl· 
tant,' based on an election previously made under section 
8339(j)(3) of this tlt.le. or a coUrt order previously issued. . . 

"iB} The applicable amount, fot purposes ofaubparagraph (AXil or 
this paragraph in the C8$e of a fQrmer spouse, is the amount which 
would be applicable=- ' 

"H) under aubsecUon (bX4XA> of thiB sectlQn in the ca.se of a 
widow Qr widower, if the deceased was nn employee or Member 
who died after retirement; " 

"(Ii) under !lubparagiaph (A) of subsection (d) of this aection in 
the case ofa widow or widower. if the deceased was an employee 
or Member described in the first sentence of such subseCti~n; ~r 

"(Iii) under 8ubparagraph.(A) of subsection (f) of t.his sectlon In 
the case of a surviving spouse, if the deceased was a Member 
described in the first sentence ofsuch subsection. 

"(3) The commencement and termination of an annuity paY8;ble 
under this subsection shall be governed by the tenns of the apPtlca­
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bIe order,'decree, agreement, or eJection, .as the case may be, except' 
that any such annuity­

"(AI shall not commence before­, "m the day after the employee, Member; or annujtant
d dies, or . 

"{ii) the first day of the second month beginning after the 
date on which the .Office receives written notice of t~ 
order, decree, agreement, or election, as the case may be, 
together with such additional information or documenta­
tion as the Office may prescribe. 

whichever is later. and . 

"tSI shall terminate-­

"W in the case of an annuity computed by reference to 
claur.e W or Hi) of paragraph (2XBJ of this subsection, no 
later than the last day of the month before the former 
spouse remarries before becoming 55 ycaJ"$ of 8.ge or dies; or 

"(ii) in the case, of an annuity oompuied by reference to_ 
. clause mil of such paragraph. no later than thE; last da.l:, of 

the month before the -former spouse remarnes or dies, 
"(4J For purpoo:es,{.>f this subchapter, a modification in a decree, 

order, agreement, or election referred t.o in paragraph m of this 
.ubsection sbalt not be effectiVe- . 

"tA) if such' mooification is made after the retirement of the 
employee or Membt!r concerned. and .' -. 

"(B) to the extent that such modification involves an annuity 
under this subsection. ' 

"(5-) For purposes of this subchapter, a decree, {lrd!;!•• agreement,
Of,election referred to in paragraph (1) of this subsection shall' not be 
tfI'ective. in the case of a former spouse. to the extent that it is 
Inconsistent with any joint designation or waiver previously ext.­
cu~ with respeet to such former spouse under section S339(j)(1l of 
tha title or 8 similar prior provision of law: 

"tS} Any payment under this subsection to a peTSQn bars recovery

by lIny other petsOn. '" / 


"(7) As used in this subsection, 'court' means any court of any

Sotate, the District of Columbia, the Commonwealth of Puerro Rico, 


uam, the NQrthern Mariana Isla.nds. or the Virgin Islands. and 

any Indian court. ' 
, "{!I The requirement in 6ubiwctiona (al(l)(A) and (aX,2J(Al of this, 
~on tha.t the s;urviving spouse of <In employ~ or Member have 
~n ~arned to such employee or Member for at least 9 ,months 
unrn~(haU!ly before the employee or Member's death in order to 
~~ as the wid.ow or widower of such employee or Member shall 
d' .m~ satisfi~ in any case in which the employee or Member 

tell Wl.~bm tM applicable 9<month period, if-, , .. 
m the death of the employee or Member was accidental; or. . 

"12} the l'!'urviving spouse of such individual had been pre-vi• 
~hUJjly I'JUlmed to the individuai·and subsequent', divorced, and 

t'"aggregate time married is at least 9 months,' ; 
(ill in section 8H42ta~ 

, . .. !AI. by striking out "An" and insertin~ in lieu thereof 
Subject to subsection ij) of this section, an '; and 

l , _ (91 by adding at the end thereof the fo!!owlng new 
.. . SubsectIOn': ' . . 

_~k}) Payment of the !ump-sum'credit under subsection \al of this 
-'"~ton_ . 
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j'(A) may be made only if any current lJpou&e and any fOrtnff 
spouse of the employee or Member are notified of the employee 
or Member's application" and ' , ' 

"IB) in any cae in which there i8 8 fOTf'neT spouse, shall be 
subject to the terms of 8 court order or decree issued with 
respect to such fO'r"n'let &pQUBe if ­

"W the order or decree expressly relates to any portion of 
the lump-eum credit involve(!, and 

"(in payment of the Jump-tium credit would extinguish 
entitlement of the former apause to a survivor annuity 
under section 8341(h) of this title, or to any portion of an' 
annuity under section 834f,(i} of thi.$ title. 

"(2)(A) Notification of e. spouse or former .pouse under this subsec· 
tion shall be made in accordance with such requirements as the 
Office shaH by regulation prescribe. ' . 

"(B) Under the regulations. the Office may provide that pats­
graph (lXA) of this subsection may be waived with respect to a 
apou.se or fonner s~ if the employee or Member establishes to 
the satisfaction of the Office that the whereabouts of such spouse or 
former spouse cannot be detennined. . 

'1(3) The Office shall prescribe refP1Iationa under which thm sub­
section shall be ClPplied in any case 10 which the Office recelYeJ two 
or more such orders Or decrees. "; . 

(6) In section 8845­
. (A) in subsection (f) by adding Cit the end thereof the 

" followip~ new paragraph! . . -, . 
"(4) The proVISions of this subsection shalt not apply- , 


"(AI w any survivor annuity payable under subsection (h) of 

section 8341 of this title; or 


"(B) to any survivor annuity payable under subsection (b), (d). 

or (f) ofsuch sectiop which is reduced on account of any survivor 

annuity referred to in subparagraph (A) of'this paragraph.";

a.nd 


(BHn subsection (j)(3) by'atriking out "OT the District of' 
Columbia" and inserting in Jieu thereo£the following:. '::Jhe 
District of Columbia,. the Commonwealth of Puerto Jtico. 
Guam. the Northern Mariana Islands. or the Virgin Is­
lands, and any Indian court"; and, . ' . 

(7)· in section 8348(aXIKBl by striking out "thia title" and 

inserting in lieu thereof "this title in administering 8urvivor 

annuities and elections providing ,Uu;reror under sections 8339 

and 8341 of this title.", . 


SEC. 3. Chapter 89 of title S. United States Code. is amended­
(1)insection 8901- , 


(A, by striking out "and" at the end of paragraph (8); 

(S) by striking out the period at the end of paragraph (9) 

and inserting in lieu thereof";' and"; and ' 
(C) by adding at the end thereof the following new 


paragraph: . '. 

"HO) 'fonner spouse' means a former spou.se of an employee.


former employ~. or annuitant- ' 

"{A) who has not' remarried before age 55 after the m8r~, 

riage to the employee, former employee. or annuitant was 
dissolved. 

''is) who was enrolled in an 8p,proved health benefits 
plan under this chapter as a famIly member at any time 

. during the IS-month period before the date of the dissolu· 
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tion of the marriage to the employee, former-employee, or 
annuitant, and '. ­

"tcxn who is receiving any portion of an annuity under 
secti{m 83451j) of this title or .a. I'H.lrvivor annuity under AntI:, p. 3202. 
section 8341ib) of this tiUe (Or benefits similar t.o either of AntI:, p 3199. 
the aforementioned annuity oonefits under a retirement. 
Rystem for Government employees other than the Civil 
Service Retirement System). . 

"(ii) as to whom a court order or decree referred to in 
sectil,m 834Hh) or 8.~45(j) of this title (or similar provisjon of 
Jaw under,any su(':h retirement system other than'the Civil 
Service Retirement System) hils been issued, I)i (or whom 
an election has been made under section 8339ij)(3) of this 
title (or similar provision of law), or . AnI... p. 319i). 

"Wi) who is otherwise entitled to an annuity or any, . 
portion. of an annuity as a former spouse under a retire­
ment system for Government employees, . 

except that such term shaH nGt include any such unremarried 

former spouse of 8 former ernptoyee whose marriage was dis- ) 

.solved after the former employee's &eparation from the service 

(ether than by retirement).' ; '. 


(2) In section 8902- " 5USC 8902. 
(A) in subsection (g) by striking out "employ~ 01' annui· 

tant" each place it appears and inserting in lieu thereor 
, ~'enipJoyee, annuitant, family member, or former spouse"; . 
and . 


(Bl In :subsections {j) and (k} by striking out "or family 

member" and inserting in lieu tliereof "family member, or 

fonner spol..I8e";


(Ill in section 8903U)­
~ <A} by striking out "employees or annuitants. or membef1ll 

of Hu;ir. families" and insert,ing in)~eu thereof "emplo~ 

anntutants,' membe:ns of theu famlites, or former spouse!!,. ; 

and . "' 


(B) by striking out "emplO)'* Or, annuitant or member of 
his family" and inserting in lieu thereof "employee: annUL. 
tent,. family rrmntMtr. or former spouse"; _ 

(41 in section 8905- 5 USC 89Ob. 
. (AJ by redesignating 8ubsectioOB (c), (d), and ~e) as subsee· 

\ tions {d}. (eo), and m. respectively, and inserting after su~ 
• tion (b) the following new subsection:, . 
'(eX!) A fOmler spouse may- ' Hulin. 


"fA) within GO days after the dissOlution of the marriaJre. 01' 

"tS) in the aise of a. former spouse of a former employee 


w~~ mflrriage,wa5 di~ved after the employee's retirement, 

W!th!D 60 days after the dissolution of the marriage or, if later, 

wlthl!l60 days afler an election is made under section 8339(jX31 

of ,thiS title. for such fortner spouse by the retired employee, A!11~, p. 3195. 


ettml,! m. an approved health benefits plan described by section 8903 

of thlS hUe as an individua) or for self and family as providf:d in 5 USC ~, 

J)8~p~ (21 of ~his subsection, J,lUbjeet to agreement to pay the full 

IU.b&Cription charge of the et'iroUment,·inclooing the amounts deter· 

rrllned by the qffice to be necessary for administration and reserves 

PUnlu.ant to .section 8909(b) of this title, The former spouse shall J>v.1. p, 3204. 

:;:nHt 8n, enrollment application and make premium payments to 

the agency which. at the time of divorce Or annulment, employed 


employee to whom the former spou~ was married or, in the case 

98 STAT. 3203 
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of a former spouse who is receiving annuity payments" under 

section 834Hb) or 8345(j} of this title, to the Office of Personnel 

Man&gemenl. " 


"(2} Coverage for self and family under this subsection shall be 
limited to- - ' 


''(A) the former spouse; and ­
"(B) unmarried dependent natur.al or adopted chitdren of the 


forrneT sv.ouse and the employee who are-­
"\Ii under 22 yean of age; or ' 

. "(ij) incapable o( self-support because of mental or physi­
cal dlsabiHty which exisred before age 22."; and 

(8) in subsections (e> and (0. as so designated by subpara­
graph (AJ Qf this paragraph, by striking out "An employee 
or an;fluitant" and insertintf. in lieu thereof "An employee, 
annuttant, or former spouse ; 

(5) in section 8907-- . 
(A) in subsection (8) by striking out "employee" each 

plaoo it appears and inserting in lieu thereof "individual"; 
(B) in subsection (b}- ,. 

(i) by strikin§ out "employee enrolled" and inserting 
in lieu thereof 'enrollee' ; . 

(ill in parngraph {U by striking out "em:rIOyee or the 
employee and members of his family" an inserting in 
Heu thereof "enrollee or the enrollee and any eligible 
family members"; and 

WiUn paragraph (3) ~ striking out "the employe(!' or 
members of his family' and inserting, in lieu thereof 
'~lhe enrollee ,and any eligible family members"; and 

(C) by amending the &eCtion heading to read as follows: 

H§ 8907.1n(ormation to indjviduals eligible to enroll"; 
(6) in section 8909- ' 

(A) in subsections (a,} and (b) by striking (lut "employees. 
annuitants," and inserting in lieu thereof "enrollees"; and 

(B) in subsection (d} by striking out "EllCh employee or 
annuitant" and inserting in lieu'thereof "Each empJoy~, 
annuitant, or former spouse"; 

(7) in eection 8913{c)­
tA) in the first sentence by titrikin$' out "employees nnd 

annuitants and members of their fnnulies" and inserting in 
Heu thereof' "employees. annuitants, members or their fami­
lies. and former spouses"; Bnd 

(BJ in the second sentence by inserting "or former 
8flOl:l5e" after'''in which an annuitant"; an'd 


, (8) In the chapter annl)"sis. by striking out the item relating to 

section 8907 and inserting in lieu thereaf the following: 


"89iY1. fnfonnation to ind;",jdllal$ f:ligible In t'fI":d'.~. 

&C, 4,. (a)(1) Except as ,provided in subsections (bl end (e). the 
amendments made by se:.:tlon 2 of this Act shan take effect one 
hundred and eighty days after the date of enactment of this Act an,d 
shall apply to Bny individual Who, on or after such effective date: 1& 
married to an employee or Member who. O'n or after such effective 
date. retires, dies, or Bpplies for a refund or contributions under 
au.bchapter lU of chapter 83 oftitle 5, United States Code. " 

(2) Except as provided in subsection tn. the amendments madtbY 
section 3 or th~ Act shaH take effect one hundred and eighty,w.oY! 
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..n.er the date of enactment of this Act and shall apply to any 

individual who. ~.n or after such effective date. i!l married w an 

fmp)oyee or annuItant. . 


. (bKll Notwithstanding subseetion.(dU of this section. a tormer 

.~ of an employee Or Member who retired before the one 

hundred and eightieth day after the da_te of enactment of this Act is 

toUtle<! to" survivor annuity"under section 834 l(b) of title 5, United 

St.ates Code. lUI amended by this Act, if- Allte,.p, 3199, 


(A) the retired employt:e or Member elects. in writing, within 

eighteen months after the date Qfenactmenfof this Act .. accord. 

ing to procedures prescribed by the Office of Personnel Manage-e. 

ment.. to have the annuit~ of such employee or Member reduced 

under section 83390) of title 5, United States Code, as amen'ded 


'by this Act, and, except as provided in paragraph (3) of this A'IJt, p, 3H".s. 
lIubsec-tion, to deposit in the- Civil Service Retirement and Dis­
ability Fund a:m. amo~mt detel1:;1ined by the Office, as nearly as 
may be admmlstratl''Iely'febinble. to reflect. the amount .by 

· which 6uch employee or Member's annuity would . have been 

reduced had the reduction been in effect since 8uch employee or 


· Member's annuity commenced. plus: interest"computed at the· 

· annual rate of six percent for each year during which til,. 


annuity would have been reduced if the election had been :n 

effect on and aller the date the annuity commenced; or 


(B) where the retired employee. or Member'dies or died on or 

before the one hundred and eightieth day after. the da.te of 


'" enactment of this Act or does riot make the election described in 

subparagraph (A)-- " ' 


. 	 (i) the former' spouse's marriage to the employee or 

Member was dissolved after Septembed4. 1978; 


(ii) the former spouse was married to the employee or 
Member for at leut ten years during ~riods of creditabie 
service under section 8332 of title 6, United States Code; 

(iln the former spouse is not entitled to any other retire-­
ment OT survivor annuity (other than benefits under tide II 
of t.be Social Security ACt (lr under section 8345tj) of title 5, 42 USC 20l. 
Untied State!! Code, as amer;ded by this Act) based on any A.nu,.p, 3202. 
previQus ~mployment of the former spouse or' of the 
employee or Metnber; 

()V) the former spouse has not remarried before age fifty. 
five after September 14. 1978; 

(v) the fonner spouse fiJes an application for the 8urvivor I 

annuity with the Office within thirty months- alter the date 
ofemu:tment of thiu Act; and 

(vi) the former spouse ie at least rlfty yearn of age at the 
time of filing such applic.o.t.ion, 

. ~_ lut'Yivor annuity undet' subparagraph fB) shall commence on the ·Commencement 
WI)" a~r the employee or Member dies or the first day of the second da~, 
mont a~r the former spouse's application is received by tbeomI~ •.whu:hever occurs later. ' 

M!"tl Except as provided in pamgmph (St, ·if a retired empluyee or 


ember who makes an electi.on under subparBg1"sph fA) of para­

graph md~ not make the deposit f1"quired by such Stlbparagraph.
it: Office shalJ collect the amount of the deposit by offset against 


emp)i: or Metnber'B annuity, up to a maximum of 25 per,
;:tb: 0 the net annuity otherwise payable to the employ~ Of' 

off~ r. and the employee 01' Member 15 d~med to cOh!~erH to. such 
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(3) An election made by an individual under subparagraph iAt of 
paragrsph (lJ" of this subsection toprovjde a survivor annuity for 
any person prospectively voids any election previously made by such 
individual with respect tQ such person under section 8339(kKIJ of 
tide 5, United States Code, as amended by this Act, or any simila.r 
prior provision of law. Notwithstanding the provisions of such sub­
paragraph (M, an individual who made such'an e!ection under such 
section 8339i10(1) (or prior provision} shall not be required to make 
the deposit descr.ibed 10 such subparagraph. 

14J A survivor annuity provided under this subsection shan be 55 
per centum of the·annuity of the retired employee or Member. as 

. determined under section 8339taHU and fn} of tide 5, United States 
·Code, increased by- .' . 

CAl the total percent increase the retired employee or Member 
was receiving under section 8340 of such title at death. or 

(Bj in the case of a retired employee- or Member whose date of 
death precedes the one hundred and eightieth day afU!r the date 
of enactment of this Act, the total percent increase the retired 
employee or 'Member would have received under such section 
8340 had such individual died On the one hundred and eightieth
day alter such date ofenactment, 

Hnd shall not be subject to reduction under section 834l<bX4) of such 
title, as amended by this Act. . ' 

(cl Notwithstanding 8ub$ection (a)( H of this section, an 'employee 
or Member whQ retired. before the one hundred and eightieth day 
after the date of enactment of this Act and who is married to a 
spouse acquired after retirement for whom such employee or 
Member was unable to provide Il survivor annUity because-

m the employee or Member was marned at the time of 
retirement and elected not to provide a survivor annuity for the 
employee or Memoor's spoUse at the time of retirement, or 

(2t the employee or, Member failed to notify the Office of the 
employee or Member's post-retirement marriage within one 
year .after the mllrT'lage.· ,. 

'may elect in writing, within one year after the date of enactment of 
this Act, in acrordance- with procedures prescribed by the Office," to 
provide for a survivor annuity for such spouse under section 834Hbl 
of title 5,· United States Code, as amended by. this Act, to have the 
retired employee Or Member's annuity reduced under section 833901 
of such title. as so amended, and to deposit in the Civil Service 
Retirement and Disability Fund an amount determined by the 
Office. as nearly as may be administratively feasible, to reflect the 
amount by which such eml'loyee or Member's Annuity would have 
been reduced had the ejectum been continuously in effect since the· 
annuity commenced. plus inwrest. For the purposes of the preceding 
sentence, the annual raw of interest for each rear during which the 

,annuity would have been reduced if the electlon had been in effect 
'·on and aftei"the date the annuity commenced shall be 6 percent, If 
the retired employee or Member does not make such deposil, the. 
Office shall collect such amount by offset against such' employee or 
Member's annuity, up to a maximum of 25 percent of the net 
annuity otherwise pavable to such employee Of Member, Dnd such 
employee or Member 1s deemed to consent to such offset. The Office 
shalt provide. for general ~ubllc notice of the right to makc "1 

2election under this subsectIOn. In cases to which paragraph ( ) 0 

this subsection applies. the retired employee or Member shail, pr~ 

vide the Office with such documentation as the Office shall deCIde t5 
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appropriate: that such employee or l\.iember attempted to elect a 
reduced annuity with 8UrYl'VOr benefit for such employee or Mem· 
ber's: current spouse and that such employee or Member's election 
WIlB reje<:ted by the Office because it was untimely filed. 

(d) A dcpooit required hy subsection (b)(l)(A) or fet of this SfX;tion 

Plo), be made by the surviving: former spouse- or spouse, as applica· 

ble, of the retired employee or Member. '. 


Ie) The Office shall determine at the end of each fiScal year­
(1) the eoot of survivor annuities provided under subsections 

(b) and (c) of this section, less an amount determined appropri· 

ate by the Office to reflect the value of any deposits made under 

subsection (bl( l,)tA), (C), or (d), and . 


{2J the eO$t of administering subsections (hI and (e). 
The Office shall notify the Secretary of the Treasury of the amounts 
50 determined. The Secretarr of the TreaSUrj' before dosing the 
account fOt' the 'ftSeal year 10 question, shal credit to the Civil 
Service: Retirement and Disability Fund, out or any money in the 
Treasury not otherwise appropriated, slich amounts, which shaH be 
available in the same: manner as provided under subparagraphs (A) 
and (Bi of section 834&aXli or title 5. United States Code. as 

Anit': p_ 3Z!i2,amended by this Act. 
to An individual who i$ entitled to 8: -survivor annuity under 

lIubse<;tion fb) of this section is deemed to be in receipt of annuity 
pnyments under $C(tion 8341(h} of title 5, United States Code. as 
amended by this Act. for the purpose ofchapter 89 ofsuch title, as SQ 

amended. Notwithstanding subsection taX2} of this sedion. any such 
tndividu&) who otherwise meets the definition of 8 former spouse 
under section 8901 or titl~ 5, United States Code, as so amended, 
rn~y enroll in nn approved health benefits plan described by se<;tion 
8903 of such title. under-the conditioni set forth in secHon 8905(c; of 
luch title. lUI so nmended. . 

(g.llll For'1.lIlrposes of subsections tal (1), (h), (c), idt. and fel, 
"~mployee", 'Member", and "former spouse"'each has·the meaning 
gwen that term under section 8331 of title 5, United States Code, as 

Al1tf', p_ 319Samended by.this Act. . 
(21 For purposes of subsection (a)(2), "employee" and "annuitant" 

~4(:h has the meaning given that term under section 8901 of title 5, 
United Slates Code, . A II fe, p, 3202­
,/h) Section 827 of,the Foreign Service Act of 1980 and section 292 ,22 USC 4067, 

(I. t~ Central lntelligence Agency Retirement Act of 1964 for 
50 USC 4!>3 notAl,Certam Employees shall not apply with respect to either the amend­

mt'!nts made by section 2 or the pre;;eding provisions of this section. 

TITLE U":'PERFORMANCE MANAGEMENT AND 

RECOGNITION SYSTEM 


I:S'tABUS»~£NT or PERro'UdANCt': MANACEMENT AND RECOC!'<ITlOfO 
S\'$ti:M 

.~Sr.c 
d
, 2Ot, iat Chapter 54 of title 5, United states Code. is amended 

"1.1 tea as fo)luws;· 

98 STAT. 3207 
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"CHAPTER 54-PERFORMANCE MANAGEMEST 
AND RECOGNITION SYSTEM 

"Sec. 

"5401. PII~. 


"540Z. Coveragf!" 
"5403. Genffai p.6y inereaaea. 

"'5404. M~rit Inerel1lt1l. 

"54()5. h,. udrninmrtltion, 

"MOS, Penonn"nC& awards. 

"50401. Cub aWlltd pro(nll!l, 

"54:08. Rtport. 

"5409. Rrgultl(iorn!, 

"5410. Tennil'tlltiun, 


"§ 5401. Purpose 

"It is the purPose of this chapter to provide for a performance 
management and recognition system which ahaU­

"(11 use performance appraisals as the basis for (a) determin­
ing adjustments in basic pay by general pay increases and merit 
increases, and fb) making performance award determinations; 

"(2) within available funds. recognize and rowllTd quality 
performr.mce by varying amounts of performance and cash 
award~ , 

"(31 within available funds. provide fot training to improve 
accuracy, objectivity, and fairness in the evaluation of 
performance; ~ . 

"(4) regulate the costs of performance awards by establishing 
funding level requirements; and . 

"(5) provide the means to reduce or withhold certain pay 
increases for less. than fuBy successful performance. 

.. § 5402. Covera,,~' 

"(a) Except as provided in subsection (b) or (c) of this section,this 
chapter,shaH apply to any supervisor OT management official (as 
defined in paragraphs no. and (lIt of section 7103{s) of this title. 
respectively) who is in a position within grade OS-13, 0S-14, or OS­
15 of the GeMrs! Schedule described in section 5104 of this title. 

''(b)(li Upon request flied under paragraph f3} of this subsection. 
the President mo.y, in writing, exclude an agency, any unit of an 
agency, or any class or employeet "within any such unit, from the' 
application of this chapter, jf the President considers such exclusion' 
to be required as' a result of conditions arising from- , 

"(A) the recent 'establishment of the agency, unit, or elMS. or 
the implementation of a new prog'ram; . 


"Ill) an emergency situation; or 

"Ie) any other situation Or circumstance.. 


''(2) Any exclusion under this subsection shall not take effect 
earlier than 30 cal~ndar days after the Presjdent transmits to each 
House of the Congress a report delScribing the agency, unit. or class 
to be excluded and the reasons therefor. 

"{3J A request fO'r exclusion ofan agency, any unit of an agency, or 
any class or employees within any $uch unit. under this subsection 
shall be mer! by the head of the agency with the Office of Personnel 
Management, and shall set forth reasons why the agency, unit. or 

. class should be'excluded'from the application of this chapter, The 
. Office shall review the request and reasons therefor. undertake such 

98 STAT. 3208 
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FEDERAL EMPLOYEES HEALTH BENEFITS 


i" ; . AMENDMENTS ACT Of 1988
r.t .. ' 

Ff.)r Legislative History QfAct. see p, 5385.. . , 
A. Act .. ---' iM ,.,.~bioA'I ., tin. .t UIIIhMI ShItM CoH. r81afins to tM "-l1h ""_ru. 
,~ ".. ,... ......1.,,"m not ~ !IItMI.IMhlIdwI...• • 

& it ~MCttd by the Senatf! and Home of Representatiues of the 
Ullikd Statu ofAmerica in ~~~mbl~ 

SECTION I. SHORT TITLE. 	 " 
•. 	This Act may be e~ted 88 the "Federal Employees Health Benefits 
Amendments Act of lsas", , 

,...• 
TITLE I-PROVISIONS RELATING TO 


HEALTH CARE PROVIDERS 

!J"':.,. . 

SIC. lOt. AUTHoRm 1'0 IMPOSE DEBARMENT AND O1'HER SANCTIONS. 

.. {A} IN GUiftAL.-Title 5, United States ~, is amended by 
Wetting after section 8902 the (ollowing;...... ~. - , 

.., sma. Debannltnt and other landiona 
'r "(aXl) For the purpose of this sectlo~- , 
'~h", "(~) th~ term 'provi4e~ ~f health ~8re services o~ Bl;Ipplies' or , 
,~r. proVIder means a phYSlCIBn. hospital. or other mdlviduai or 
iII" enti~)' which fumishe9 health care services or supplies;
CL,. "(B} the teno 'individual covered under this chapter' or 'cov~ 

" ere<! individual' means an employee, annuitant. family member,
'If or ro~spouse covered by a health benefits plan described by 
~.. aection 8903 or 89038. and ' , 
;;." "(C) an individual or' ~tity shall be coneid.ered to have·been 
,~;i_ 'eon\icted' of a criminal offense if- ' 
;;":1' "(1) a judfment. of coovictton (or lJuch offense has been' 
/;J;~ : entered agwnst the- individual or entity by a Federal:State, 
-tr:...", .or local court;' , ' 
}f;Y;' - "(ii) there h8$ been a finding of guilt against ~ indlvid~ 
.~ S!",:, ual or entity by a Federal. State. or local coort With respect
l~ ~~. to such offense; 
1{;;;:, "(iin.a plea ofguilty or nolo contendere by the indiVidUAl 
...... or entity has been aceepted by a Federal. State. or local 
flr'~ court with respect: to such offense; or 
-S:r . "(iv) in the ease of an individual, the individual has
" r.:. entered a first offender OT' other program P1?'Suant to 

. fI:~ which AI judgment of conviction for such offense has been 
.. ~': withheld- . 
~~: without ~ to the pendency or outcome of IlnY appeal (other 

~. ~ a judgment of acquittal ba&ed on innDl:;ence) or request (or" "'tr lef(In behalf of the individual or entity. .'. uu. ct:) Notwithstanding section 8902(j) or nny other provision of 
~ a....:-, Pter, if, under subsection (hI or (C). a provider is barred from 
. ~~Jlating in the progr~ under this chapter. no payment may be 
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made by a carrier" pursuant to any contract under this 

leitber to such pt'O\'lder Or by reimbursement) for -~:;_~~<Vl"'fll

supply rurnished by such provid~r' during the ... 

debarment. . 


"(8) Each contract under this chapter shall -contain' 

sions as ma~ be necessary to carry out subpcaragraph 

Gther proViSIons of this section, 


"(b) The Office of Personnel Management may blU':r.;':l~I:=~

providers of health care services or supplies' (rom y; 
the profP."Dm under this chapter: r 

, tlJ Any provider that has been convicted. under FedebJ '" . • 
State taw, of a criminal' offenD relating to fraud, COm.lpti at 
breach of fiduciary responsibility, or other financial m.iseond: 
in connection yrith ilie deli,,-ery of ~ health care aervkt or 
ilJj?Ply.. .~" ~i\tGll.l-~ 

'(2) Any ~ro..-ider that has OOen convicled. under FedmforState law, of, a criminal offense relating to neglect at ab_"
patients in connection with the tWlivery of a heAlth care Ief¥b . 

,onnpp'y. ~:. ,urli,' • 
"GlJ Any provider that has been convicted. under Fedtl"lf ... 

State'law, in connection with the interference with Or ~ 
Hon ot tID inveetigation or prosecution of a criminal otr_ 
described in p.n:ragraph (1) Or (2). , -..... 1'fI," 

"(4) Any provider that has been convicted, under Fed!n1 Or 
State law, or a eriminot offenee relating to the unlawfw man. 
facture, distribution, prescription, or dispensing of a controlW 
~bstanee. ( " ­

"(6) Any providet-, , lit ~;. 
",AI w_ lioense to provide health care _ .,; 

••pplioe has been ....,.,"'oil. BUBoeruIed. NI!rir:ted, errs 
renewed, by a State l""'lni authority lOT ........ rolA 
to the priwider·. professional com_ profs
performance, or financial in~!-r. or '~~il;" '. 

"(lll that ourrendered such. liceru!e whUe a formsl .u. 
cipliJUU'1 ~eeding was pending before such an. authorit,-.
it the pioCeeding concerned the provider'. ~ionaJ coat 

'_.JlCtenee. professional performance. or- finaocfal.in~. 
"(0) Whenever the Office determine,- . , ,T< ," • ' 

"(1) i.n connection with a claim presented under this Chapter, . 
that n p,'rOvider ofhealth care seTVlOOS or 6upplies- ',' }'!"M 

'(Al has chnrged for health care serviees or suppUet that 
the l,,>rovider knows or shOUld have known wero not pro­
vided as Claimed. or . 

"(BH184 charged for health care servi.ces or l'JUppUe1JI tn PI 
"amount SUbstantially in el:ce98' of such PfOVi:der'. C\It' 
'toma.t"}" charges for such services or supplies. or cha~ rot' 
health care services or supplies which are aubstantWl1 ~ 
excess of the needs of the covered individual ot which art QJ 

a quality that £aila to m~t professionally ~iz«I~ 
ards for such services or supplies; , , , 

"(2) that a provider of health care services or !lUPpliea bill 
knowingly made. OJ' caused to be,made. any false ~~~~ 

misrepresentation of a material fact which is refl~ ... 

claim presented under this chapter; or ". . 


,"(3) that Il provider of health care services or ~!,~et...!": 

knowingly failed to provide any information reqUlRV "7 

etsrrier or by the Office to determine whether a payment « 


, 'j'J1' ", 
vS)" 

. 1 02 5T AT. 3838 d"C-Il­
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":f reimbursement is pnya~le und~r this chapter or the amount or 
< any such payment or I'1Hmbu1"'gement.;. . ' 


W Office may, in addition to any uther penalties that may be 

~bed by law. and after consultation with the Attorney Gen· 

tra! impose a civil monetary penalty of not more than $lO,()OO for 

tNi'item or ~rvice lm'ojved. [n addition. such a provider shall be 

lUbjeet to an assessment of not more than twice the amount claimed
t:r deb such item or service. In addition, the Office may makt> a 

dtotetmination'in the same proceeding to bllI' such provlCler from 

pOrticipating in the prQgram under this chapter: . 


"(dJ The Office- . 

"'" "tl/ may not initiate any .deb~rmen.t proceeding ~gainst a 

• provider. based on such p.roVlder s haVing been convicted of a 

~•. criminal offense. I~ter than 6 years after th~ date on which such 

.' provider is so convicted; and 

1, "(2) may not initiate any action relating to a civil penalty, Ch:IIJn9. 


cssessment. (lr debarment under this section, in connection with 

any claim, later than 6 yars after the date the claim is pre­

. sented. as determined under regulations ptescribed .by the
c Office. . . 

"lei In making a determination relating to the appropriateness of ClIl!In$. 


imposjn~ or the period of any debm:'ment under this section, or the 

tpproprlateness of impoaing or the amoupt of. any civil penalty or 

&5St8&tnent Uhder this section. the Office shall take into account­

- . "UJ the. nature of any claims involved and the circumstances 

under which they were presented; , . 


.... "i2'J the degree of culpability, history of prior offenses or 

!:' Unfroper conduct of the provider involved; and 

.!:. 't31 such other matters as justice may require. 

.:~rxl~The debarment ofa provider under subsection (b) or (e) shaH 


be effective at such time nnd upon such reasonable,notice- to such 

provider, and to carriers and covered individuals. as may be- sped·

n«l in regulations prescribed by the Office. - . 


"(2kAJ Except as pr'ovided in subparagraph (8), a debarment shall 

be effective with respect to any health care services or supplies 

fvmished by B provider on or after' the effective date of such 

provider's debarment.. ' , 

'1~~8j A debarment shalt not apply with respect to inpatient institu­

_11 aervices furnished to an Individual who was admitted to the 

~tutiGn before the date the debarment would otherwise become 

..~ive until the passage: of SO days after such date, unleSs the 

~ determines that the health OJ' safety of the individual. receiv. 

::!:~ services warrants that 11 shoTter period, or that no $uth 


• J"'i....... De afforded ' ,. 
:.. "(3) A!ty- notice referred to in p.t\~ph (l) shan gpecify the date
!..O!wtucb debarment bewmoo effectl\'e and the minimum period of 
~ fot which -such dclmrment is to rentain effective. 

th}~J(bA} A provider barred from participating in the program under 

~~ apter may, after the expiration of the minimum period. of 

-mtent referred to in paragTaph (3), appJy to the Office, in such 

~dr as the Office may by regulation prescribe, for ~rrnination 


.... ebarment 
1. ,,{8) 'the Office'may- , 
l\'~,: "Ii,) .te~jnate the debarment of I) provider. pursuant to nn 
::' d:PlicatJon filed by such provider after the end of the minimum 

bannent period, if the Office determines. based on the con-
dI UCl ofthe applicant that-

lit. . • 
• CortI-News'lUI:1VIll._i.'l' 
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"(1) there is no basis under subsection 
continuing the debarfMnt; and 

"til} there are reasonable assurances that 
actions which formed the basisAor. the orilli<,.ld.i~;:';;~",­
have not recurred and will not recur; Qr 

"Hi) notwithstanding: any . -'of~~~;~~'!~i~terminate the debarment of a ~ 

Hon filed by sucb provider 


debarment period. if tbe omo;)~'Ci~'~:~;~;'~:~~~I:. "m~onthe~ 

of $ubelauses 


far such debarment; 
"(Sf request that appropriate investigations be -~.~'~~. 

5llnctiafiS invoked in accardanCe with applicable law 
and 

"(0 request that the State or local agency or .~,::~~i~.~:f
the Office fully and currently informed. with I'l 

. actions taken in response to the request. , 
"(f» The Office shall. upon' written request and payment of • 

rensonable charge to defnty the coat of complying with such ~ 
furnish a current list of any provide~ barred from partldpatinc la' 
the program under this chapter. including the minunum peri1?d fl 
time remaining_ under the terms of &aeh provider's ~t." 

"(gXl) The: Office may not make a determination under !ubeeetioO 
(b) or (.c) advene to a provider of health eare services Of supptiei 
until such provider has been given written notice and an o~ 
tunity for a hearlHI' Qtl the recQrd. A provider i8 entitled to lit 
represented by coull!lel. to present witnesses. and to cl"OE\&.e~ 
witnesses against the provider in any !uch hean.ng. ';:11" 

"~2) Notwithstanding section 8912, any person adversely a1T~ 
by a final decislun under paragt'aph (l) may obtain review or tueb 
decision in the: United Stata Court of Appeals for the F~raI 
Ci.rcuit. A written petition requesting that the decision be .rnodtflitd 
or .set aside must be filed within 60 daY'l after the date on w~. 
such person is notified ofsuch decision.' !~ ~''lI 

"ta} Matters that were raised or that coUld have been raised ill. 
hearing under paragraph {l) or an appeal under paragraph (2) rM'I 
not be raised sa a defense to a civil action by the United Stata to 
coHect a penalty or assessment im~ under this section. .",,:,:t;;!:tlJ 

'.,'{hJ A civil action to recover CIvil monetary penalties Of' ... 
ments under subse<:tion (d shall be brought by the Attorney Gene_~ 
in the name of the United States. and may be brought in the UntWIll' 
States district court for the district where the claim invoJY~..... ~ 
presented or where the person subject to the penalty ~. ­
Amounts recovered under this section shall be ~ to the Offll!tl' (or... 
deposit into the Employees Health ~nefibJ fund. ",:i~;tt 

102 STAT_ 3640 
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prescribe regulations under which, with 
peet to services or supplies furnished by a debarred provider to a 

:'vered individual during the period of such provider,'s debarment, 
or reimbursement under this chapter may be made, not·' 

~thsUtndlng the fact of such debarment, if such individual did not 
knOW or eould not reasonably be exp¢eted to have known of the 
debarment. In any such instance, the carrier involved shall take 
4 ropriate measun'$ to ensure that the individual is informed of 
tC'debarment and the minimum period of Ume remaining 'under, 

·the terms cfthe debarment.". . 
Ibi CH"PTlR ANALYSIS.-The anaJysis for chapter 89 (If title 5, 

'united States Code. is amended by inserting after the item relating 
w,section 8902 the following: , 
...m:;... ~rment and other sandi_,'''. . 

stc· 102. APPLtCAlHLiTY, PRIOR co~oucr, 

(al APPUCAellJT'(.-The amendments made by this title shal1 be 
tffective with resl~ to any ealendar year beginning, and contracts 
entered into or renewed for any calendar year beginning, after the 
date of the enactment of this Act. . 

(b) PRIOR CoNDUCT NOT To BE CoNSlDERED.-In carrying out 
ttCtion S902a of title 5. United States Code. as added by this title, no 
debarment, C;ivU monetary penalty, or assess~nt may be imposed 
uoder auch 'section based on any criminal or other conduct OCt'Urting 
before the beginning of the first calendar year which begins after 
W date: of the enactment of this Act;, 

TITLE II-~ROVISIONS RELATING TO 
• TEM~ORARY CONTINUATION OF GOV­
· ERAGE FOR CERTAIN INDIVIDUALS 
t ..11-. 
,~ . 
8~ ttl, AL'THORITY 1'0 COSTINUE COVERAGE. 
· fa) A'tftHOflITY.- ,
" mbl' GENERAL.-cbapter 89 or title 5, UnitecfStat1ls Code, is 
t; amended by i.nserting after seetion 8005 the following: 
· ~I " • 
... 8tQSa. Continued cov~rage i < , 

!'(a) Any individual described in paragraph m or (2) of subsection 
t'b~.~ay erect to continue coverage under this chapter in accordance ' 
Wim the provisions of this section. 
j "!b) Thls section applies with respect to­
!lUI<. ''IHan)' employee who- . 
:l'm)~•. : "(A) is separated from service. whether voluntarily or 
! iOvoluntarily. except that if the separation is involuntarj,h~ th.1s $eCtion shall not apply if the separation is for gross 

rn:- . mISConduct (as defined under regulations which the Office , 
.... , of Personnel Management shaH prescribe); and . , 

-iI'U' "fB) Would not otherwise,be eligible for any benefits 
.,;1' I, under this chapter (determined without regard to any tem­
l"~" POnlty extension of coverage and without regard to.any 
..:, .. ;, benefits available under a nongronp contrnct); and 
~ t>. (2) any individual who­

;£",; , . '1A) ceases to meet the requirements fOT being eoruddered 
. " an unmarried dependent child under this chapter; 

, 102 STAT, 3641I,. 
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"(8) on the day before 80 ceasing to meet 
menta referred to in subparagraph (A), w:~::::~~':~
health benefits plan under this chapter, as a 
famity of an etnpJoyooor annuitant; and , ~'I~ 

"(CJ would not otherwise be eligible for any betiefil.t 
under, thia chapter (determined without regard to any let!). 
porary extension of coverage and without regard to an" 

'benefits avaiJable under 8 nongroup contract). I'i'!!•• 
"(eXl) The Office shall prescribe regulations and provide fot tnt 

inclusion of appropriate terms in co':ltracts with carriers to provide 
that- . ' ; .in;, 

"(A) with respect to an employee who becm:nes (or will 
become; eligible for continued coverage under thi& $Cd.ion Sa. 
result of separation from senrica. the separating agency shal! 
before.the end of the 3(kiny period beginning on the date WI' of 
which coverage {including any temporary extensions of cov~ 
er~) would othetWise end. notify the individual of' auch 
indlYiduafs rights under'this section; and . ,,::..;,... 

"(B) with re:lpect to a child of an. employee or annuitant whO 
becomes eligible for continued (,'Overage under this Section aa a 
result of ceasing to moot the ~u.i.ren'lents for bemg consiclen.'d 
a member of the employee's or annuitant's family-, " _,-:-;; 

':'(1) the employee or annuitant may provide written ' 
notice of the child's change in status (complete with,the' 
child's name, address, and &uc;h-other inCoMnation as the, 
Ofrtt.'e may by regulation requireJ-.' 'fJ":'::;'

"W to the employee's employing agency; or' "'''''';1 

"1m in the case of an annuitant, to the Office; eit4 
"(it) if the notice referred to in clause (i) is ~ived withill' 

60 days after the date as of which the child involved first 
ceases to meet the requirementa involved. the employi~ 
agency or the Office (as the case may be) must, within. 14 ' 
d.ar,s ~r receiving ~uch ~tice. notify the clilld of ~~~b 
child's nghbJ under thiS sectlon:, - ',.;.:,':. 

"(Z) In order to obtain continued coverage under this section, aft 
apPNpriate written election, (submitted in such manner as the 
Office by regulation prescribes) must be made- ' '.yo 

'"(A) in the case of an individual seeking a>nttnued cove~ 
based on a separation from service. before the end of the oo.da.y

. period beginning on the later of- ' , ' • ~ 
"m the etTective date of the separation'; or ',' ,!~ 
''til} the date the separated individual receives the notu:. 

~uired under paragraph (l)(A); or . ,'.17!1 

"(B) in the ease of an individual seeking continued ~~ 
ba.sed on a change in eircwnsta.rn::es making such individ_ 
ineligible for roverage' as an wunarried dependent ehild. before , 
the end of the 6().day period beginning on the later of- ,,:' i 

, "W the date as ,of whiCh such individual first ceases"~ 
meet the requiremento for being considered an unmttm"" 

. deoendent child' or . 
'. l'(ii> the date such individual receives notice under p4.... 
gT8ph (1 )(Bl(lH;" . ,'.,..t 

e~cept that if a parent fails to provide the notice req~red under 
paragraph nXBXi) in timely fashion, the 6O-day period un~ 
this subparagraph shall be based on the date under clause ::: 
itrespective of wl:t«her or not any notice under paregra.... 
(l)(BKiiHs- provided. . , 

102 STAT, 3842 
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'. "teltHA) An individual receiving continued coverage under this 
~ion shell be required to pay currently into the Employees Health 
Benefits Fund, under arrangements satisfaCtory to, the Office, an 

ount equal to the sum of- -" 
. :." "W the employee and agency contributions which would be1 ..r ~uired in the'case of an employee enrolled in the same health 
!", benefits plan and leveJ of benefits; and '1 
):~-c; "(jit an amount. determined under regulations prescribed by i .p~ 'ihe Office, n(N!essary for adminL'Itrative expenses, but not to 
~J, exceed 2percent of the total amount under ~lause (i), 
, "tBI Pavments under this section to the Fund ehall ­

, ~ "Iii in the case of an individual whose continued coverage is 
~ based en such Individual's separation. be made through the 
: agency which last emp10yed such individual; or 
t~, .•(it) in the case of an individual whose continued coverage is 
~ ~based on a change in circumstances referred to in subsection 
t:,', lcll2KB). btl made tht'ough- . 

, "(1) the Office, if. at the time COVerage would !but for this 
, OJ;' • Section) otherwise have been discontinued. the individual 


was covered as'the child of an annuitant; or 

"1 1,d... ''\111 if, at the time ref~rred to in subclause (I), the 


... ~. individual was covered as the chUd of'an emploYe€, the 
, i ',-''' ,'emeloyee's employing agency as of such time, " 
, 'il!} If an' mdividual eleets to continue covernge under this section 

I btrort·the:end of the applicable peritXi,under subsection :c:X2l, but 
tfttr !Uen individual's coverage under this chapter {including any 
tfm~ary extensions of coverage) expires, /;OVerage shall be re­i ,t(jrt<i retroactively, with appropriate contributions (determined in

I a«ordance with paragraph (1)) and claims (if any), to the same 
t . tmnt and effect as thollgh no break in cQverage had occurred.

I 
 • '13l1AJ An individual making an election under 5ubtlection {c.1(2)(B) 

rnty. '" such individual's option. elect coverage either as an individ­
wor, if appropriate-, for self and family. ' 
t ,"tB) For the purpose of this paragraph, members of an individual's 
ramily shall be deter'mined in the same way as would apply under 
WI cnafter in the caSe of an enrolled employee. 
~~:~C.I Nothing, in this paragraph shall be considered to limIt an 
.,fO«lI',dua! making an election under subsection (cX2XA) to coverage,or ..I( alone. 
~~·:(.~tJ Continued coverage under this section may not extend 
liIIIIl'Ond­
:~ ..::.~~~) in the case of an individual whose continued coverage is 
, ~ on ~puration from service. the date which is 18 months 
t:tJ,. e',;,,-=r t~e effective date of the separation; or 
'~.i.,:~~~llll the ~ uf an individual whose contmued coverage is 
.":r. ~ on ce!lSing to meet the requiremenUJ for being consi.dered, 
~.n unrnamed dependent child, the date which is 36 months 
;h' lft..er1lhe date on which the individual first ceases to meet thoge 
"L. "mu 'C~ments, subjeCt to paragraph (2;. . 
.~ ••1'- hre case ofan individual who-­1."",; fA} c.etlSeS to meet the requirements for being considered an 
.DtJ~) f!.~.lTIed dependent child; , " . ' 

iB) as,of the day before &0 ceasing to meet the requirements 
~. },"ftn-ed to in !lubparagraph (A" was covered as the child of " 
tn' ~PIOYOO ,receiving continue,<! coverage under this ~.-
1.;';, tiid. on the former emplo~lJ separation from 5ef"Vlce; 

102 STAT. 3843 . 

P,L. IflO...G5<1 

Sft'. 201 



P.L. !lOO...Mi4 
Sec. 201 

,, 

, 

LAWS OF lOOtft CONG.-2nd SESS. 

"(el so ceases to meet the requirements referred t(i}""'-" 
subparagraph (A) before the end of the IS--month period ~ 

'ning, on the'date of thel former employee's separatiOll; froOf 
-Sel"Vlce. • • 1L(!!1:lI'

extended coverage under this section may not extend beyond,tht' • 

date which is 36 months after the separation date referred to hIi' 

subparagraph (C). . ~" n~'" ~ 


"10(0 The OtTlCe shall prescribe regulations under wh1eb. lta 

addition to any individual otherwise eligible for continued COVe 

under this section. and to the extent practicable. continued ~ 

~y also. upon appropriate written appliCation, be afforded Wldtor 

this section- , . ,~ 


"{A} to any individual who- "]~l,"'1 .. 
'''iiI if subparagraphs (AJ and (e) of PJ,lragraph (10il'\~ 

section 8901 were disregarded. would be eligible to bt 
considered a former spouse within the meaning.of ~ 
paragraph; bl.lt , ' •. ,'J. 

"H,i) would not, but for thia subsection. be eligible to be 10 
COrusldered; and . 

"(8) to any individual whose coverage as a family member 
would otherwise terminate as a result of' a legal separution. 

. "(2) The tenns and oonditions for coverage under the rerulaUohl 
shaH include- , . ".","'J~ 

"tA} consistent with subsection (c), any 1'Ieces5al')l' notif"u:aUoll 
provisions,. and provisions under which an election period o( at . 
Jeast 60 days' duration is afforded; . : ';"':" 

"(H) terrrui and conditions identical tQ th!';'l8iE! under IIUbsectioQ 
(d). except that contributions to the Employees Health BeI'ltl1tf 
Fund shall be made througb such agency 88 the otr!C.'e 1>7 
regulation prescribes; _ A ~I' , 

"{L1 provisions relating' to the termination of continued <.0'1': 
erage, except that continued coverage under this section mar 
not (subject to paragraph (3)) ext.(!nd bey(Jnd the date which it 34 
months after the date on which the: qualifying event under thit I 

subsection (the date or·divoree. annulment. or legal separalion. 
as the case may be} occurs; and . : . " 

''tm provisiooo designed to ensure that any coverage pursuant , 1,
to this subsection does not adversely affect any eJigibility {Of' 

coverage which the individual involved might othel"'Wiae ha.. 

under this chapter (including as a result of any ehan.p in 

personal circumstances) if this subsection had not bMn emicttcL 


"(3) !n the case of an individual- , " 

"(A) who becomes eligible for continued ¢OV~ under th. 

subsection based on a di~. annulment. or Jeg8l afpat1ltWn 
from a person who. 3$ of the day before the date or the dlvom. 
annulment.. or legal separation {as the case may be} wa& ~ 
ing continued coverage under this section for self and UP1 
based on such peMlOO'S separation from oo:rvice; and " ' 

"(B) whaJe divoree. annulment. or legal separation (alt j 

case may be) OCCUR before the end of the 18-lllOnth red tf 
( beginning on the date of the: separation from terviee rete 

in subparagraph (A)~ ,. ~~ I,.extended coverage under this section may not utend uo;ll~_ 
date which is 36 months after the date of the ~ " ..... 
service, as referred to in subparagraph (A).". ' ,,", , 

\,102 STAT. 3844 
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FEO. EMP, HEALTH BENEFITS AMEND. 

'. (2) TABLE OJ' BEc:r10N5.-The table of eectiOlUi for chapter 89 of 
'. '''title: 5, United States Code, ia amended by inserting after th~ 
': itern relating ,to section 8905 the following; 
-. Co~tinued coYer&,p.", • 	 " 

(b) OmoN To CoNVERT 1'0 A N()NCRQ1)P CoN'I'RACT APTER CON' 
turt/!1l COVERAGE EN~.-Section 8902(g}oftitle 5, United StatesCode. 
iI: amended by striking "or former epowre" each place it nppeat'IJ and 

'in,5ertinS" "former !lPO~, ,or ,person having continued coverage 
\l1'\df'r section S9058 of thiS title . ' 

!cJCRAN'GE or CoVERAGE BASED ON CHANGE IN FAMILY STATUS,­
Sertlon 8905(e) of title 5, United States Code, is amended by striking 
"or former spouse" and inserting "former spouse, or person having
wnUnued coverage under section 8905a QfthiB title", . . , , 

td) ()n;N SEAS(}N.~Sedion 89054:0 of title 5, United States Code, is 
.....ded- " 
, ':.' (1) by striking "or rormer spouse" each place it appears and" 

inserting "former spOuse. or person having continued coverage 
"under section 89054 of this titJe"; and ' 

(2) by adding at the end the following: , 
"t3XA) In addition to any informational requirements otherWise 

Ipplicable under this cluipter, the regulations ahall include provi· 
IiOnI to ensure that each ~mploy~ eligible to enroll in a health 
benefits plan under this chapter (whether I«!tually enrolled or UQt) is 
.botified In writing as to the righl:$ afforded under 8e(:tion 8905a of 
this title. ' 

"fB} Notification under this par'agt'tlph shall be provided by 
tm~ying agencies at an appropriate point in time before ea<:h 
~rlod under paragraph (l) $0 that employees may be aware of their 
",btl under section, 890iia of this title when making enrollment 
deciliona duringauch period:',, ' 

~cc. m. TECHNICAL AND CONFORMING AMENDMENTS. 
(al Section. 8002(;), 8902ikXU, and a_d) of title 5, U~it.d s ..... 

Ctxte. are amended by striking "or former spouse" each place it 
.ppears and inserting "fonner spouse, or person baving continued 
cove~e under section 89058 of this: title", 
'(b) Section 8903(1) of title 5, United States Code. is wnended­

~.~'J (1) by striking "or'former apouses," and inserting "former 
r apouses, or persons having continued coverage under &eoetion 

,.. '89058 ofthis title,"; and . 
;"r (2) by striking "or' former spouse." and interting "former 

> 	 ­ IPOu.se, or person having continued coverage under section 
.. ' 80058 of this title,".' . 
_~eJ 5t;(:tion 8905(d) of title 5, United States Code, is amended to 
•.-g u follows: 
• ,"(dl)1 ,If. an employee. annuitant. or other individual eligible to 
ftu'O 11I.a ,health benefits plan under this chapter has 11 spouse who:nalao e1ieb1,e to enroll. either spouse, but.not both. may enroll for 
.,..,and amIty, or each apouse may enroll as an individual How­

. 	 • ~ ind!vid1.Ull may not be enrolled hoth as an employee, 
~=;:~ other lndiv~dual eligible to enroll and as a member of 

~ 1113. AP'PL(CABILrrY. 


..u~ hr. GtND4L.-The amendments made by this title shall apply

-'\01 Te:Jpe(t to-	 . . 
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, . til any calendar year beginning, and contracts entered 
renewed [or any calendar year beginning, after the end ".,,-.. 
month period beginning on the date of the e"""ne.1t 
Act; and . . 

(2) any qualifying event occurring on.or after 

the first calendar year beginning after the end 

period refelTed to in paragraph (1). . 


Ibl DEFINITION.-For the purpose of this section. the term 

ing event" means 'any of the following events: 


,(1) A separation from Gonrnment service, 

(2) A divorce, annulment, or legal separation, ' 
(3) Any change in cireumstanr:es which Causes an ' 

to become ineligible to be considered an unmarried de,,, .• 1i;pt
child under chapter 89 of such title. 

TITLE HI-HEALTH INSURANCE 
AGE FOR TEMPORARY EMPLOYEES . 

, .... iQ'~ 

SEC. l{J], REALTllll\'SVRANC£ CQVERAC E FOR TEMPQRARY EMPLQy'E£s" 

la} Iii GENERAL,-Chapter 89 of title 5, United States Cod~. it 
amended by inserting after' section 8906 the following new seet~ 

"§ B90~u. Te~pora.ry employees' . .~~t:: 
"(al(l) The Offi~ of PerSOnneJ Management shall prescribe 1'tfU. 

lations to provide for offering health benefiw plans to temporruy 
employees twho meet the requiremenbJ of paragraph (2)) uru::rer lht 
provisions of this chapter.. ' .:r.... 

"(2) To be eligible to participate in a health benefits plan offend 
under this section a te-mporary employee shall have completEd 1 
year of current continuous employment, excluding any breAk in 
service of 6 days or !ess, 1M 

"(b) Notwithstanding the provisions of section 8"906-: ~ ;AtJ 

"tll any temPQrary employee enrolled in a health beneflil 
, plan under thi:; section shall have an amount withheld from th. 
pay of such employee. as determined by the Office of Personnel 
Management, equal to- f 

"fAI the amount withheld from the pay of an emplG)'tt 
. under the provisions ofsection 8906; and· .. 

"{Bl the amount of the Government contribution for an 
, employee under section 8906; and . 

"(2) the employing agency of any such temporary emploYH 
shall not pay the Government contribution under the provislonJ 
ofscction 8906.".' . 

(b) CONFORMING AMENDMEr.-r.-The table of sections for chapter 
89 of t.de 5, United States Code,· is amended by inserting after the 
item relating to section 8906 the following: fJ't1 
,~~, T 1" , !l'J..,,,,,,,,,,. tmporary emp 0Yl!i!f.. 

lei "R£GULATtONS.-Section 8913(bl of title 5, United StateS COOt. it 
amended- , ~ : 

m in paragraph (2) by striking out "or" at the end t~~ 
(2) in pa~aph (3} by $trikin~ out the period and inserting In 

lieu thereof a semicolon and "or '; and .• 
, (31 by adding at the -end thereof the foilowing neW pn~a~: 

"(4) an employee who is employed on a temporary basi!! An ~ 
. eligibJe under sectkm 8906a(al:'. ­

102 STAT, 3846 
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•'£D. EMP. HEALTH BENEFITS AMEND. 

;:' tdJ En£CrIVE DATE.-The amendments made by thie. aeetion shall 
tit eITtctive 120 days after the date of enactment o( this section. 

. irlTLE IV"':"PROVISIONS RELATING TO 
~ CONTRIBUTIONS BY JUSTICES AND 
.:; JUDGES TO THE THRIFT SAVINGS FUSD 

JlC. t'L COXTRIBrTIOSS BY JrsnC'Ei:! ASD Jt'I}C&S TO THE THRIYT 
5AY!~GS fl"ND. 

," W IN GENERAL."-Subehapter m of chapter S4 of title 5, United 
Stalet Code, is amended by adding at the end thereof the foibwing 
J1tW aect.ion: ' 

~i 84"'01. Justi«a SlId JudI" 

"!!ru,n.01Jj" ofsuch individual's~~;€~~~r.'~~~O~f~'~hef~~~S~tates as defined by sectiondoes not inelude: an 
'who has mired 
28. United States ~

-under this section and earnings att~ 
may be invested and. reinv§t.ed only in the 

Investment Fund established under &e<:tion 

i
justices: orjudges contributing to the Thrift~~~~~~~~~~835~I~(b:~$)~Of this title ahoJI governseetion." 

aectionB for chapter 
inserting after the 
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.1,l, " 

SEC. 4Ot. DESIGNATtON OF LEWtS E. MOOR£. SIL, P09r 0 ;::;..:..., 
8UILDINC. . , ._;.~ 

The 	United Stated Post OffIce Building located at 525"~ . 

~::r:~~r.~~~.B~rd~~Y:r::a,:t: ~t::b:~1. 

a law, rul~. map. docunient. record. or other paper or the ikft!t 
States shall be considered to be a-reference to the "Lewia E. M~ 
Sr,. Post Office Building". " , "~.t< t,;> 

Approved November 14, 1988. . I ~.:Pl 
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'Unchecked'Research on Peopl.e we.. jU<lg,.rwN",,; experi....nts 
postwar trials, But It was not until · C " . 111:.. J* lEth· " 1974. two years alter the·TuskegeeRalSeS oncern on lflealca lCS study was o;sd"'''', that the Fed,.! 
Government enllCtea a set of ecm· 

\ -prehensive rilles des!g:ne:d to protect
1\ By SHERYL qAY S~OLBERG volunteers for research, ~ 

WASHINGTON, May 12 _ On the ··-;:-Trui~e· IS I.IllClteCited human ex- Informed ~ Wl!$ one romer­
(lutskirts .0( the .nalion's capital,. perlmentatton taking place," said stone of the new rules" 'The (:reation 
tucked away on the sixth floor of a Dr. Gary B. Eltis, dim;ror of the of institutional review boo~_~. 
suburban offlce bu!ldlng, there is a Fe<klraJ Office for Protection trom' the other. Today, these provmoru; 
bttle-known computer ,data base: a Rescareh RlSkS. How much is impos- . are $I;) unlveroally llC«pted they are ' 
S(;lte·by,state accountmg of the ex· sible to determme, But documents referred to aS'the Common Rule. 
periences of every 'cat, dog, hamster" obtained from the researcb protec- The Common Rule applies to thret 
guinea pig, chimpanzee, rabbit Of uon agency revealed se\'eral exam· research categories: studies sup. 
farm animal used 1II.a laboratory ples.of possible lapses. though the . ported by 17.FederaJ agencies thaL 
experiment '. names of those making ':he corn- : a~re to It. tnctuding the .t)epan. < 

Here in the Government'S Division plaints were withheld. . ment of Def~; experimtnts iii i 
· ~~~j~~~1 ~~re;n!~~ c:in~~C~~:~ ye~~:j ~i~:' ~~:~e:~t~ ~j; ~:,O:~~e:~:!a:F~ ; 

were s;;bjected to, biomedical' re- .ease enrolled him in !Ill experimental Drug AdministratJOO's approval. and 
searcn'in Hl9S (333,$19). Or how- bone marrow transplant program.in . research paid for with private tn(lll. 

many chimpanzees felt pain during. 'ISIIO, at a state university hospital. ,ey bu.t conducted by academk: teo; 
research bUt were comforted with 'The parents said their son emerged searchers whose employers Ilave 
mooit'ation (l9,712). Civil ~rvants from the treatment with profound signed agreementS with the Govern-; 
bave compiled such numbers for 31 ': brain damage, unable to walk, talk or ment About 4SO universities now re- . 
years, ever slflce' C01lgress paSSed • teed himself. There was no way to· quire thAt theIr, scientists to adhere 
d".e An!ma: Welfare Act knOw 11 the treatment caused the to the COmmon Rule, . 

But there are 00 comparable fig-, damag~, but in a l~I'letteT to the A1tt).ough'tt has been updated six 
ures for people. "We !'lave better protectIOn ageney, his parents said times in the past 23 years (there are 

- informatinn about anima! experi- lb~t the consent form. they had now specific provtslons.,(or children, ' 
menu than we do about human ex- .. signed had not fully explained the prisoners and' pregnant Wttmen) 
perlments," said R, Alto Clmro, of risks of the procedure. many ethics experts say the natu" 
the President Clinton's National Bil)- "Had we been informed of thiS risk (If research has changed so dramatl~ 
'ethics AdvisO:ry CommlSSmn. we would not have consented t{) the cally since the Common Rule was: 

More tban tWO detades after the transplant," the couple wrote, "We drafted that a thorough re-examina~ 
Federal Government ISSUed regula-, are now faced with the expense and tlon Is in order. '. 
tions tn protect twrnan subjects of challenge of taring for a bratn-<lam· "The old m04el presumes that you 
rrm::..~.,~,~al~'~,r:~~~::;, :"'~"e researcl: i aged child whO .will now live a mueb would do research to find out some 
la much that· langer life span because they' OOT- imPortant new/basic 'facts about 

reaed !tis disease." . health." said. Dr, Arthur Caplan. di~ 
In another case, an Oregon breast ,~or of the Center for B.loethles at 

cancer pafient complained that the the University' ot pennsylvania,: 
embryo researt::h, 'bas grown In ' imspitaI in which she had .~ived "CUrrent research might be tor a 

· pnva1e sector over the last ;l{i years, chemotherapy had, released mlor-· pharmaceutical epmpany to put a 
The regulatiOns were the direct, matiOn from her medical records to . new drug on ~ ~et to Compete 

legacy 'of the notorklus Tuskegee ' researche~ without her consent. i wi!h the fiVe ones that" are already 
sludy, which was ltalted 25 years ago. to both cases the rese~ was' there for. say. insomma or weight 
amid revelations that the Govern- ptiVately financed, so Dr. Ellts could. loss" The risks and benefits may be 
ment had withheld treatment for not investigate. "We have incident different." ' 
syphiliS to black men in Tuskegte., after incident ,where we to Ute In ad<iition.c Dr. Caplan Rid. the 
Ala., without' lheir consent. we that boom in research paid fQt' by private 

The Federal regulations 'i\~te ' he industry haS created a new phenom.
aimed at establish.ing the twin pillars. , enon: commercial reView boards , 
of ethical research for subjects ~ . that have generated 'a wave of ..'bat I 
federally·financed studies: the as· , 
suranee that patientS would be 
warned of risks and that an 
pendent panel would 
eJi.periment before it 

~ ~~imLedo"?ag~A15~_". 
ag<t. be saki, his board 

Cantlrt«1l'd From Page Al a plan by a unlvers.ttY.re­
,. . '. to test a new ant..tmlam~ 

, Manufacturers Association for dtildbood 
experiment bef{1re it waS AmeriCa, WhiCh' orten. finances- which was 

But as Preslde,nt Clinton vate research. " oompariy seek~, 

to iSsue a r6mra apology to sut>- believe In new drug. called : 


,jects ot the Tuskegee study on Fri- for' uf the children to receive the: 

ru.y, ~rt is :t1O',I!!ti!!g com::em th~t . patienl:$, ,new treatment and the other half to 
the G<lvemmant's protections do not "'...'o far ........, ...k . . ,-,rayson, ....e group S receive a pla«!bo. Some of the chll· 

g "''''''''6'''' "spokesman: But criminal pena!ues dren given the placebo were to have ' 

On" capllill Hili. Representati .. ~ were unwarranted, he said. discontinued their current, therapy; 
Cbristl:iphtr Shays, RepUblican (If Dr. WUlliinl E. Gibbons, who dJ· the univerlstY board thougbt.,tbat
Connecticut,eanvened a hearing last 'reets research on genetic testing of was unethical.' ~.. .... : 
week 'to determint! the scope Of, embryos at the Jones Institute for Later. Dr. Wiltond·sa1d.,he tearned! 
lapses and vkllauons of ethics in ex·· ReprodUctive Medldne in Norfolk, that the same experiment was being: 
perlments, He was startled by the Va, was also Skeptical, sajing f!lS conducted by a private doctor who ~ 
(flStlmony. including ac;:(!urtt5 Of em.' scientists already follow Federal had submitted the plan to. an ethk:s t 

· ICS panels. ~urutiOnal rew:w .Ji~~~tines. '. panel in another stat~... .'. 
boards, or I.R.S. s, set up as profit. . "liow bad a problem do we acUiaf.:" What. if an)'thlflg, Congress can do 


· ~aking ~nturea to: ev~uate pro- 1y have?" Dr, Gibbons asked. Re- about lapses is unclear; Government 

posed. ~mentli for research plied Stnator Glenn: "One violation has traditionally been loath to triter-

groups that pay them. '~_ ..... .. , WI....... ""'." ..........1 ,
"1 found it amwg," Mr. Shays", Is ........ mu... ' .. ,..', ere ..., ... ,1'1 P·,VS....· y ....... ee 0 
said. "I amstruek by the fact that we ~ pomt out that ~ debate medicine, and no regulatory system' 
have 1.R,S.'s that can be created by ,over ethics in Ilu~ expenments Is is foolproof. "The situation that we 
anyone, that we don't evenltnOW hOw occurnng at a tune when medical have created Is ge¥lerlllly effective," 
many there :ue, I think: the more we . resea~ is safer than it bas ever Dr. Harold Varmus, director of the 
get Into tilis the more: we are going to been, HlStory is dotted withsdentlflc National Institutes of Health.· told 
realtxe how casual thiS process reill. holTOTS beyond the Tuskegee study, RepresentAtiv1; Shays last. week. 
1'1 IS,:' • • notably the gruesome Nazl experl: "But It's I1Gt perfect" . 

Moreover. ce:rtaiil pnvate:!y:-11. ments of Work! War'II and human But Ms, Charo. of the bWeth1cs 
nance:d research is not bound by the radiation. expetiment$ fIDanee<1 by , commission, said she believed that 
roles, The loophole means SOmtl pro. the GoVernment liuring the co14 war expanding the Common Rule to COY­
pte "':'"' no one knows bow many ~ are These low points in the: annals of I er aU rese.ar<:h would ~ • good first 
partic:pating In, studieS that are medicine gave rise to· the current, step. At least. she saId. regulators

h 11' system., The concept (If infot'lOOd I nugllt then 00 able to gather basle 
w (I y unregll ated. ,When there are ctlnsent.that pat'-ts must~to" 'n .. statistics tor humans as.they do for
complaints, there-is nothing the G<lv- ... , m {)(he "....,...;'"' After all. she addedUC' 

emment can do. advance about how the experiment r .T.~ " 
might help or hurt them, is rooted in wryly, I m an ~ too, '. 
the, NUTemberg Code by 'Rfl:!dl.. u:e -

{ , 

.. Ul 
~ ..... . s= "" ';.=: -,," '" 


W .-
;>" 

'~ ..: 
.~ !lE' 

0 ~ 

lim ..:

Cl· 

...i:I f./) 

.;z til 
~' 

2'i Cl 

~. 

i3 - ~ 


'iii?./ 
Ia"'/ €k 

(;y..vA(:,.­
t/<fl ? 

r 13(1.. 

.. 


http:unlvers.ttY.re
http:program.in
http:jU<lg,.rw


..vfajor Witness 
-. Sticks to Story 

l · B 'b 1i 'all Mr. Fortier said,~·Yes. they are/'n om rt ,In hIS sessions wim me prosw>­

~\ 

j : 
 tors, Mr. Jones ~rsisted. "Did you 


. go over thingS like responding to my­

. By JO THOMAS question by saying, "Well. 1 was Iy­


DENVER, May 13 - In a high- tng then and·l'm not lying no"!' "? 
stakes assault on the Federal Gov- Mr. Fortier answered, "Mr. 
ern:nen!'s star witness, Timothy J" Hartzler has never coached me on 
McVeigh's defense lawyer today' what to Say." . 
sought to portray his client's former Mr. Jones snapped bacl\: "I didn't 
dose frlend.as a iiar and an oppor- ask youtwhether he coached you. 1 
tumst, motivated by the hOpe of ~ked you whether you had. dis­
avoiding many years in prison him- cussed those matters. And Inclden­
self. tally, was it suggested that you an· 

But after (We days of searching $W(!:T by saying, 'I haven't been 
cross-examination. the friend. Mi- coached'?"" ... 
chael J. Fortier stuck to hiS testimQ- Mr. Fcrtier replied. "No. sir. It 
ny that Mr. McVeigh, filled with ha· 'L wasn't~ .. ~-- _.. 
tred {or the GQye~me:1t, had cased 


· the federal 8uLJdmg In Oktahorna 

City as part of his meticulou!i: pl~. 


"ning for the worst terrorist attack m 

·United States history. 

And when the lead prosecutor. ~o-
seph H. Har~ler,~ led Mr, ~oTu~r 
through a redIrect, examjnauo~, hIs, 
questions resulted m a new diSC!?", 
s.ur~ that supported Mr. FOruer S 
~eSrlmal\y,: At t~e very s~t where 
Mr. FortIer saJ(j his, tt.end had 
planned to park a, getaway car, 

'.' agents. from t~e Fed~ral aur~a~ of 
Investlganon ,ater found the i<e~ to. 
t~e Ryder rental truck that had car-; 

DespJte Me. Jones's relentless at ­
tack on Mr. Fortier, rOT the moment, 
the witness's testimony has·seemed 
to have helped only Mr. Nichols"Mr. 
Fortier, who will be"sentenced when 
both (rials are over, testified that Mr. 
McVeigh told him before the bomb­
ing that Mr. Nichols wanted to drop 
mn of the plot and did not want to 
mix the bomb. 

Mr. Jones also tried to discredit' 
Mr. Fortier by aiming at his testlmo­
ny that Mr. McVeigh had asked him 
to rent a lOCker in Kingman, Alit., In . 
the tall of 1994. He was unabJe to find' 
one, he said. but when Mr; ~cVeigh 

ned the bo~b. 	 . 'and.Mr. Nichols showed UP, at his 
1"he testlmcmy of Mr. FOrtler;, ho~ a 1ew days after this request, 

comes t"':"o years after he agree? to: they told mm they had found ooe. 
plead gULlty to- four lesser bombt~g- . "Well. hOw did he i(nQw you hadn't 
relil1ted ~harge~. i ~d dt~i t~Z .been able to. ~ind one?" Mr. Jones 
aga nst r. Me egan s c asked,
fendant, ierry L. Nichols. Mr. M(;. When Mr Fortier replied "I don't 
V~i~ ~~~r. NdiChOis ~re ~h~rgt~' know," Mr: Jones said. "Is' it Possi. 
April Hi, 1995, blast, which killed 168· 
people: Mr. Nichols will be tried lat­

erAlthough the Go-ver.nment.hass3id 
. 

~~~~~.; ...;: ::"" ,>.' ::'''2o~t,~~e!u!'tI'piR(1'~l5 ,,-.~ . 
Continued From Page Al 

. 
it did oot need Mr. Fortier's testimO­
ny to convict'Mr. McVeIgh, Mr. For-
tier gave the most detalled acCOUnt 

re;ct. to ~t him Off iny back," : 
Mr. Jones repeated,. "To get him 

ofr your back.·~ 
When Mr, Fortier said, "Yes." Mr. 

Jones asked, "Well, what else are 
you wUlmg to do to get somebody off 
y.our back, Mr. Fortier?" . 

Mr. Fojtier replied, "I dl.Itl't u.nder~ 
stand the question... 

Mr. Jones ,persisted: "Like the 
F.B'], What are you willing to do to 
get them oCf your back?".' . 

Mr. Fortier answeTed, "I was will­
lng to lie to them." . . 

Mr. Jones.retorted, "No, you were 
wllllog to eooperate with them, 

. weren't yOU?" 

Mr. Jones also riI;ll(:Uled Mr. For~ 
tier's admission on, Cross-examina~ 
lion that he Could not remember jUst 
how he and Mr. McVclgb got trom 
Interstate 35 to downtOwn Oklahoma 
City the day he said"they cased the 

ding M 
~~:~r !~rmd :~tF~~!~ th:t 

Whu mUI ••,,;;T an conspIracy to n~' bl M F-;er ··.t·w·at -ally.· . 

yet about Mr: McV~igh'5 actMties • items from a focal National Guard 
and statements in th~, months before' Armory and a local airport. ' 

· the bombing. But like many Govem­
-m~t wl<.ne.ssC3 m crim;rm1 ca:::cs, 

Mr. Fol"tier presented ample cppor­
tunities for cross-u~inatfun. 

Mr. Jones tried to dlScre11t Mr. 
FOMr by reading'tmm transcripts 
of F.B.I..wiretaps in ,whiCh Mr. For-
tier cursed the press ~d ~e Govern-. 
ment and said he wauld like to make 
money by selling his account of the 
bombing. 1 • . 

"Would you ag~ with me, Mr. 
Fortier, that,you haw transformed 
yourself?" Mr. Jones asked tOO"o/.

When Mr. Fortier said, "No. Slr, r 
wouldn't agree with you," Mr. Jones. 

· replied, "Well. certll;lnly you would 

_---~r_q

:;'!'::=~f~~.~;~\':~~t

Mr. Fortier answered: "Before 

May 17, I was lying to the F.B.I. and 
to the medlaltfld omer people..• 

The answer did no-i suit Mr, Jones. 
"That wasn't the question I asked 

you, Mr. Fortier:' he"retorted. "The 
question rasked you is whether your 
statements today are different than 
the ones befonfMav 17," 

e, r........ , ..1 II .... he had gotten-Ip Mr. Hamler'S van 

happened IS thad' you and ~r..:lfe ,and snowed the pros~utOr the route 
went OUt to, fI~ a storage ,;)<'""-1 on around the building and tfte. alley 
your own. dldn t h~ve anythmg to do where Mr. Fortier said Mr. Mcveigh 
,~ith .Tim MCV~lgb, you needed intended to leave the getaway car:' 

. :" :' '.. ,:'.....someplace to put this stulf that you "So you indeperidentlyon your own 
had stolen fro?l' other people, ~ directed us to that alley and'wld-us 

.cause you ~!:m. t want to leave it m about that alley and where Mr. Mc~ 
your bouse. Mr, Jones had already under­
scored admissions from Mr Fortier 
on his direct examination ~t he had 
used and sold drug~ and had stolen 

Mr Jones also zeroed in on test!. 
monr in which Mr. Fortier said he 
had sent off tOT a'faLse idettiflcatioo 
kit so Mr, McVeigh could apply for 
credit card advances he never In. 
tended to- repay. Mr, Mcveigh had 
been asking him to give him money 
from his own credit.eards, Mr. For-
tier testified, and he did not want to 
do th1s. . '. 

"So then you decided to help him 
commit a crime to get a raise ID?~' 
Mr, Jones asked. 

Mr, Fortier answered, "Thai's cor~ 
' 

.(!!"'eNerolilor ~im.e..l1·. 

....J ~ ~ 
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Veigh was going to park?" Mr. 
. 

.Hartzler asked: 
' Mr, Fortier replied. H Absolutely." 
Referring to the truclt used to car­
~ the bomb, Mr. Hartzler asked, 

Old you know at that time that the 
F.B.I. had found the key to the Ryder 
u'1.rt:k in th~'all-ey?,·.··:--~··· . 

Mr, Fortier replied:, No. sir. TIns. 
is the first rYe ~ard of tJ1ttt." 

The Jast wttnes$ ¢f the' day was 
Charles c.. -Edwards, desi$n engl­

. neeting manager for a company that 
makes ignition keys Md locks forUle 
Ford trucks bought by R:(der. Mr.. 
Edwards said the F.B.I. bad asked 

. 	him to,make a door and ignition lOCk 
to fit'a ke:ycode for a Ford tru~ 
When It was made, the key Jound m 
the alley tn, he testified, 

k ­
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By JI::A:-;:-:E CDl.\I1Xt;~ 
ASP GLE....·;-.: Rl·RKI:->," 

!,{o(f R"/,,,qrr; "ITh¥. W,~!,L STJlu;r ,!nt'I<)o>,L 

HOSTON-Bef-li:l' AI 
jn~ Governml!m project 
Pnscllla DooHWe was 

Gore's Relnvcm· 
came along. 

a manag:er ill Ih~ 
vas! federal bureaucracy. Working irom 
her desk in the Hartlonl, Conn" Ol!iet'!, )he 
slIperYiSed H employees at the Social Se<'1I' 
my Admmistration, 

Bllt then th<>'vice ):It'esldf'm steppe!! ill 
;nth a mandate to "de·layer" feder.:ll a~n. 
des ~n(, make them roor!! rtlsponsh'(> Iv 
Amt'!'lt:.'.· !a,xpayers. So Social 
Seeumy--wejJrhed. dDW)'l with t\\1ce as 
many s'JPef\'jsors as Mr. Gore deemed 
appropn:ate~mlwed f(} mnke its opera!lons 
leaner. The regional t1l?~dquJ~ters III Bo~· 
iOIl reassigned Ms. L)ooJjtHt- and de,,!al'ed 
her a rrwnag!'!r nn nwre. 

Just one problem; :';[s, Dotlintl,,·s new 
~llb. ilS a "m~l!aKt'ment suppe:-! sprc:al:s!" 
Isn! much dlfterent from her aid one. Sht' 
1$ "treated as mnnagem{'nt," ;'.ls. I)(IGlitUt' 
says, all:.! doing "~most of the !;;lngs" slit' 
jill befote. 

The otllcome refleds the seods of ;, rna· 
jor debate between Mr. Goro, WhG (rum­
prts Reln'lentlng (je."ernmem as a big s'Je. 
ress, and Texas Gov. Geor::;e ',;', B'Jsh, who 
~corns it as it bil: sham, "The ... r.avNl't 
reinvented government tmreaucrac\'­

,tlwy'ye just n>shuff1ed it," Mr. Bush sa'vs. 
Tht' GOP presidential candjlj.ate lUSl w~J; 
unveiled his own plan for streamlimng RtW, 
eromer.l, but it relies largely on expan­
SlO1IS of such existing relOrm efforts as 
privatizing government W{lrk. 

Same Desks, 'Same RcsponSlblUUes' 
in the case of Ms, DooIIttle'S job mo\'e, 

(( isn'l Republican crilks who have raised 
Questions. An outside e.~pert notes tha! 
she and others affet:tei1 by the chunge 
have tile same desks, ~same responsihih. 
tll'S" and "Vu1ually the same worktoad" as 
when they wen- called managers. The ex. 
per! is the federal governmer:!'s own law­
yer. arguing that .Ms, Doolittle shouldn't 
be permitted to join the union represent· 
mg ranl;-and·file agency employees. 

As Mr. Gore, uK- Democratic presiden­
tial candidate, uUempts 10 bring his haz'! 
pUblic profile into focus, the admimstra· 
tion's Reinvellling 'Government initiative 
distilis Hie images he would like Americar. 
VOlers to remember this faJI: experience, 
vision, lOugh,mindeOness. the capacity to 
save taxpayer money ',:nthou! compromls. 
ing C:l services ordinary people netiL : 

To Mr_ Gore's aides, who credit the 
project with a g(lVernmentwide s31,ings of 
Slji billion and the srrwUest tedera! work: 
force s;m:e John F, Kennedy's admmistra· 
tion, the issue underscores the contrast 
w~tl: a Republl1:i\.li j"mjiHt~ tilt)' :..ay is 
jlJ·prepared tor lhe presidency, : 

Aiming .even :ligher. Mr. Gore idemi- i 
ties hJS il'liliau'fe with "the soul ano spirit 
o~ self·government, ~ alld "a new trust and I 
failh in our people and in eac-il other, JUSI ;H 

last week. Mr, Gore called icr "a second: 
American re\'oIudon" as llt launched the : 
second siage ot the effon wilh proposals to , 
make "e-govemmenC services available: 
to all OJ 2003, 

E·(';Ol,'ernment lnitiati\-c A:tJOk al !hc anempl 10 Slrcarr.!me an­
SOCial SecurilY Ad:'l1illistraliull's burell.!'Republicans, too, vi(>w tltt' init;alj\'(> as cracy In Boston shows tha'! thp Texu~ gO\'­potC'nt symoo!ism-of Mr. Gore s pnonr emar \1,'111 have plcmS of fodder [{lr ass:ai!,c!auns and unwiUfegness to lake on power· ing his Democratj{, tlval on tnl' issue,ful Democralic constituencies such as or" 


gar.:.:ed labor. When !ht' viet' president lin· Big Challrnge 

Veiled his e·go\'ernmeot m:tialiYf', the 

Hush campaign immedIately drcul:Hed Mr. Con' him!K'i{ se1 !lte agenoa, de· 

t:ritlt:lsms of the ReinwIHing Governmem Clann!! that federal agencies should slim 

:'roJect from tne l.it'S or the Genera! Ac- do-wn theIr SU~f\'lsory :or~'C and aim fnr a 

'coummg OUu:e and former ~hIHOn Chief manager,wol'ker ra;~\'>of H.rl::'. ~tandll!es 

of Staff Leon Panetta under th!' headline; 10 that filec! soon Went (lilt ,? all gfwern­
"Gore EnggeTates Record_' : men: a!.;enc:es, 11'.:1: was a bll.; chatler.ge 


.' il" d'd""',' at the SOC!d; Y>cur. y Admln!stratlon,

Of all .he lss~es til, l~~ ,;n :, at~s ... III \:" which then had one mar.ager [or every 

argue a?onl thIS fall. , RE,!O, \; II be i se\'en workers, ,- among !ne t'm)$.i re,ealmg, Unlike IT.lIIY ., _ 

adn:inistratlon initiatives, REGO has been Th~n an aj;ency \\Orklnj; group sel!l('d 

the \'lce preslIie;:!'s reSI!or.sibliity from 0T,,;; soh,1IOn; Hi,~e L2QO l,)~cTau(!nS ,and 

tte tleglnni!!g. That makes it an apl test of ~le:G_O~~lce s~pe:' {sors an!! pve th~m J!b~ 

both hl$ ,bility to oper.1le the levers of ";; n,ar.ag~m~nt suppor, specm!ls._, 

federal powf'r ar.d of his reputa!lOn f('~ 
gilding the !:I)'. 	 whIch ?revious~y didn't exIst AHe~ inl· 

tia!\y stnkim:: It ~q-sl(lw POSh,II'\!. Boston· 
area SSA officials swung behmd the prtr 

SOnlf' [fuil;; of the project are beyond 
~aD. 	 .dispute. TIl' U.S. government emr.Joys \\'he $SA workers raised ques!lons, 

fewer fuli·tirr.e workers today than it oid their bosSC'S oefended the ch~nl':e$ "us ain 1993. when the Clinton-Gore team look ~hij;b priority of. l~C White House, B~: 
o!fi{{~. In 19Y9. the federal work forre W:.Iii the\' assured partlclpants IMt the reclaSSldown to 3.3 million, ('O}mp.ared wHh 4.8 mil· .. fled workers. would cont!f>u! to b~ "':eylion in 19(1.i, Thou~.5;'jds of government management offlcials" desj}lte then ,leWfield offices have been shut down, and doz· 

job- titles.ens of programs consoUdate(L 

T~e g-ove-rnrnent no longer pays An l"flI· Couldn't Discipline Staffers 


piO} e-r to taste-test tmport-ed tea, Goue are­

The new jobs did com~ with c~:.TllIes requiring localities to certify the),. 

pun:nase American·made goods, including 
lOilet paper. About uno of Mr_ Gore's AS n?n~anll:get'$, the five Workers 

eoullin! dlsclplme rower·ranking Sfarfrrs' 1.200 specific reeomrnendalions have been 
ap~rove (wertime or eoruhltt performanc~PUI into eHect. admir.js;tration aides say. 
re~le'llrs" Su! they were available t(l subst'.How much those -adjustments nave tute for their vacalioning SUPfiTlOl'S, Ichanged day·to-day federal operatIons is 

But jt'gal Wfangling [hat ensued beanolher que-slion. CritICS say the adrninis, 

1ration achleyed many 01 its 'taunted cuts tween !h~ ~FGE and the gl}vernment oye; 

not by force of wi!!. bu: sleight -of hano, ;\h, Doolmre and several of her colleagut'1> 

S~()WS how ;iWi!e<! the real·world impac'!
Pentagon Cuthacks il. the bureaucratic smlt really was Ii ttl, 	 e

workers weren't managers an;'moreBl"OOklng'S Institution scholar Paul C. 
AFGE lawyers arg'<Jed, they shOUld be eligi:Light says the rensnn the federal work . 
ble fOr the unP.ln's bJrgaining uniLforce has declined is De-fense Depanment 'I 

reductions resulting from the end of the No! at all, gl}vemment law\'ers re. 
Cold War, not streamlining initiatlves. ;ponded. "T,~e change of job fltle Wali 

,ransparem, they argued m a brief flllXlWithout Penlagoo cutbaCKS, hi; notes. the: 

government work force today would be 5ig' In 811 4timir.jS1rative proceeding here 
liS 

part f)! Ihe dIspute,mficantly larger, not sma[]er. than in 

JFK's time, While fbe numoor of U!1i· 
 Keeping Parking Space 
formed and clviJian defense workers r.as 
declined to 2.2 mi:lion [rom 4,} million in e ~5. Doclle!!c. a -zg·year Social Security 
I%{), be says, the number of employees In mpiOyee.,et'~s the argurr.ent. kOur jobs 
amnestic agencies has risen to 1.1 million are very SImilar to what we -did before we 
from 7iU.OO{L became management support speclali;;{s," 

Otb~rs say marlY federal employees, ~1e says. She ~omjnues In aHt'::j the 

have simply been replaced by private eon· ~ay mornmg manulfemem slaff 


. tractors who now 00 the same w()!'k. meetmg and has even kept her space in 

the rnana/:'t'rHtnly parklng lat. ' "Where are all the bjllions we' are sav· 

5:rwi;o' 1.:",.. ...... " "f~'" d I Iillg:'"' -':vffiFlalr06 Bv\l\:)j ndHldg'f. pr~i· " - ..~...J II ...,:.4,1:1> e ena the 
dent of the Amenca~ Federatlon of Gov­ changes as more than cosmeHe and note 

, emment Employoos, wtw says taxpayers that the agency has received its highes' 
received liUle benefit from changes that customer·satlsfaction marks ever sin~ 
have taken 100,000 mer:-lbe~ from AFGE's they OCCUlTed. And as IJpse( as ArGE bas 

bargaining units. And last weeR. ~lr. 
 been at Urnes about RRCO that has '{ 

BUsh's aides djstributed a 1999 GAO fmd· 
 SlOpped the fe¢eraJ emplo\'ee~' union fro':n 

ing that two-thirds of tile claimed REGO 
 SWI~g1ng behind r.k Gore's bid to win th­

WhIte House. " 	 " saVings couLdn't be verlfied. 

As Mr. Harn".~ Sal in his Washington 


~ffJce recent!y cr.JtlqUlng Mr, Gore's imtia-

1I'Ie, ~ large lanun!Hed poster wHh a smil, 

ing pH;ture -or the vice president lay on a 

t~ble n=-arby. It was captioned with the 

"oms, MOE tor Gore, U 

-
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Supreme Court 

Shields HMOs 

From Lawsuits 


»y ROl.<CRt S. t;Jl££XB£f!CER 

SlalJ Tr(pr>rlN "I Til.: .r...u S1'IU:£T Jf".:lt»" ... 


WASHL\"GTO:-;,·TI!e Supreme Court 
in a victory !o;' managed can' companies. 
ruiN!. that ne!llth mal:ltenance QT£'aniz:l' 
tl<ms and others can't be sued')1cler l{'d, 
cia. law for g'wing d(<ctr;:s fmanct:l! illcen· 
llVt'5 10 hO;d down tosts, 

In :.J busy day as the h:gh court'S term 
nea::;" its end. the )'Jstices lil~o mace i1 
t'ilSle;- :or emp!(jyees to sue their employ· 
t!rs for alit' discr.rr.ir.atlon: the rulin); 
likely will be read broadly to cover oilier 
forms o{ wo-rkplace dlscnminmion. 

the justlces widened the categnry (,If 
people an employ;.>e ben~fLl Ian mar sue 
lor ¥iolations of U,S. la.....s protectlng retire· 
ment benefits. 

Managed-care industry officials aIr 
pluuded the unanimous Supreme Court de· 
cisicn. Earlier this year. some industry 
executives claimed the very fxistence of 
their mdusrr,r was threatened by the law­
SUIL The case revolved afoond the definj. 
tlon of who is considered a "fiduc:ary" of 
flliu.lth·tare plans, 

Uncler U.S, law, such officials may be 
su~d if tlley don't at! solely In the lnler· 
ests of plan purtiripanrs, 

tn yesterday's de(jslon, the justices de­
cided that actIOns taken by health-care· 
ptan physicians-such as determining 
whether a plan ;::oven; certain m~jcal pro­
cedu~es-don't fal! into that calegtlry, TM 
(lecl51On closed one avenue of litigation 
agai(lSl managed-care fadllties, though 11 
leaves open another through stati! courts. ' 

The ruse Involvetl Cynthia Hrrdrich, 

wtw in March 1991 went to her managetl­
care :t!cility complaining of severe nbdomj, 
nal pain, Although hpr condiUon wors· 
ened, ;\ts. Herdnch's doctor didn'j sched. 
ule tests for another eight 'days. In the 
meantIme, her appen<hx burst and she de­
veloped a lIfe,threluening infection. 

She survived ano sued aoctor-mvued 
Carle Clinic Asootiatlon o! Urbana, ill.• 
cr.anting that the tests were t!eLaved be, 
cause .he plan's doctors had financIal in, 

cept,:vts to nolo down costs.' But Jus£jr.;e~· 
~a\,Hj .&:luter. WIitlO1Z for the eot:rt, s;ud 
we thntk CongJ'l!ss did not imend Carte or": 

a~y other H....W {{! be {tented as a fidu:: 
c:~~· In the eXlent that it makes" eligibil.\ 
II~ ueC1S:0flS through its dottots. .:' 

The mar.agee health·care 111dUS!TV, be.' 
SleJl:e~ ,by consumer and cOtlgTessioniJ'. 
comfl:fl.lnL" as well as class-action ,Jnw-: 
SUI:S, was n:lieved. 10 a statement. Knren' 

llmagni. pres.cent 01 ~!'Ie Am'ericar. .. 
allon of Health Plans. call;cc the decb .. 
~a resQundmg \1ctor:.' fo, maintaming af· 
fordabl", can:: 

Trial la...,y~rs bri!1!f.ng claSS'dfilon 
S'J:t~ 3):,al!lS! mana:red,cart' C\1mpafll~S 

found some solace in a footnote In the 
op:nion, tt Suggesle:l h~alth·c.are plans 
rowe. be S:lrd if 'he\' don't clsclusl' ::'elf 
acthities, inclUding ·incenliv", programs. 

"From the perspectIve of the class ac­
tions - e're lm'oJvtd tn, we thtnk ItMl"s\ 
very helpful." said Stephen Nellv,rlr{", an 

I attorney .....'ID Bffies, Schiller & Fle.xner. 
(Pt{Jtl1m t'S, Herdric.'lj 

The age-<ilscriminati<m decision in· 
volws a caSf brought by Roger R~\'es, 
who was fired when he \\.15 57 years old 
M:er -I[! years of employment br Sandt'r. 
son Plumbing Products Inc.. a MjS51SS:ppi 
company, In his tiling, Mr, Reeves said 
that two months before he was fired i:l 
1995, the director of maoufacturmt told 
him he W:l5 ..too damn old to JO the job," 

Sanderson Plumbing, citing some work 
problems, ofte-red a nond.iscriminatory rea· 
son for the'fmng-. A jury didn't buy the 
tomparly's explanation and deciJ1d Hi Mr, 
Reeves' fa\'or. That deciSion was reversed 

·,by an appeals court, but tIli! Supreme 
; Coun ove:turnetl. the lower coure 

Writing for the court. Justice Sandra 
Dar O'Gonnor said that Mr. Reeves didn't 
neetl coouete evidence of hIS employer's 
intent to dlscrlrninate~ indir~! evll1eoce 
of bias can be enough to prove lUega! age 
discrimination, 

Stepnen Bokat. senior vice president 
and general C01.tl1SeI for the U,S, Chamber 

a! Comlllerce. conceded the deciSion Wa 
defeat to!' ~usjness. Bu! he said Ihe ~sa 
hedged a, ?It. ,~They said a COUt1 may u~ 
fr~15dec_ISlQnl as a basis lor declding dis ' 
cnl,mll'latj~. but that it doesn't have to in' 

· a cases. he said ' 
.",T..h?~~sv.9sborn:e. 11 staff aUornt>y for 
"', nnr;.r .",undatinn 1.,:1' ' 
:ourt's Simplification ~/g~~~:~~~~ 
may encou!"af:e people who have ~ 
~::t~...~~~I.'atd hf~ gone on before ~~ ............. n llesults,~ 


(kl'et:cs L'E. Sanderscn) 

"The hIgh coort's unarumoo5 decisjon 1n 
the c!l1ployet> benefit plan case iID'Ohre; , 

~~~~~~ani~~ant i~ penslOn·plan ,: 
l"Wing wHi permit til savmgs Bank. The, 
abo 'I....... '.. em to trv to f'erover 

u '" mIllIon lost in a late 1900$ rna] , 
~~~,~e;~~, ~~ ~o!Mn Smith, Harne; ,
b SR ' merltech now lS ownedr r:: C~~:z:ticath)Jts Inc.• san Alltcr 
mo, and Harns Trust is a unit of Bank of 
MuntreaL . Toronto. Salomon. which pro. ' 
Vided servlces to the pension plan n w' : 
part of Cltigroop Inc., New York.' 0: IS l 
· 1: has long been estab!lshed that fidu- ! 

c~anes: who Include those who exercise ' 
discreflor.ary control or authority Over pen i 
510n plans, are lia1»e for cert •. 
tkins under the U,S. Em 10 am ~ranS3.e· : 
Income SeCurity Act, or~J:ae ~~~Iernent ; 
ternay's decision, the high coWt sa!~ r~:~ i:n emproree·benefit plan also may Soe bfo. f 
erage !mns, insurance tumpanies and ! 

cth~rs 1\ '?ose transactioos Violate E ­ I 
(Homs-rl1iS! rs. Salomon Smith. Ba~~) , 
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