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‘GUARD ALLOTMENTS FOR COMMERCIAL LIFE
INSURANCE PREMIUMS

FRIDAY, MARCH 22, 1874

U.S. SENaTE,
SuscoMMITTEE ON GENERAL LLEGISLATION
oF THE COMMITTEE ON ARMED SERVICES,
Weshington, D.C.

The subcommittee met, pursuant to call at 2:25 p.m., in room 212,
Richard B. Russell Senate Office Building, lon. Harry F. Byrd, Jr.
[chairman].

Present: Senators Byrd, Jr., of Virginia [presiding] and Taft.

Also present: Edward B. Kenney, professional staff member; and
John T. Ticer, chief clerk.

Senator Byrp. The committee will come to order.

First the chair would like to express apology to everyone present
for being delayed in opening this session but the Senate voted just a
few minutles ago on the final piece of legislation for today and that
delayed both Scnator Allen and mysell.

The General Legislation Subcommittee will now heur testimony on
S. 383, a bill introduced by the distinguished and able Senator from
Alnbama, Mr. Allen.

15.383 follows:]

|S. 383, 03d Cong., first sess.}

A BILL To encourage persons to loln and remain in the Reserves and Nationgl (iuard by providing full.
time coverage under Servicemen’s Uroup Life Insurance for such membors snd certain members of the
Retired Reserve up toage sizty .

Be it enacted by the Senate and House of Rrpreaerg‘aliuca of the United Stales of
America in Congress assembled, -

Secrion 1. (n) Chapter 13 of title 37, United States Code, is nmended by
adding at the end thereof a new scction as follows:
“§ 707. Allotments: members of the National Guard

“The Secretary of the Army or the Secretury of the Air Force, s the case may
be, may allow a member of the National Guard who is not on active duty to
make allotments from his pay under sections 204 and 206 of this title for the
pn{ment of premiums under & group life insurance program sponsored by the
military department of the State in which such member holds his National Guard

- membership or by the National Guard association of such State.”

(b) The table of sections at the beginning of chapter 13 of such title is amended

by adding at the end thercof a new item ns follows:

*707. Allotments: bers of the National Quard.”.

Senntor Byrn. This legislation would permit the Secreturies of the
Army and -the Air Force to allow members of the National Guurd,
who are not on active duty, to make nllotments from their pay for
payments of commercial group life insurance programs provided these
programs are sponsored the military department of the State or
the National Guard Association of the State.
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This legislation is similar to a section of H.R. 6574, & bill which
extends Servicemen’s Group Life Insurance (SGLI) coverage to cer-
tain members of the Ready Reserve and the Retired Reserve. H.R.
6574 passed the House of Representalives last year and was referred
to tho Senate Voteran’s Affairs Committee on Niay 8, 1973.

As a part of the legislative background it should be noted that the
Veterans' Affairs Committee reported on March 1 a bill, S. 1835,
entitled the Veterans Insurance Act of 1973. This act provides for the
extension of the Servicemen’s Group Life Insurance (SGLI) to reserv-
ists as well as several other insurance provisions, but omits the allot-
ment provision for National Guardsien. S. 383, introduced by Senator
Allen, was rereferred last year from the Veterans’ Affairs Committee
to the Sennte Armed Services Committee for jurisdictional reasens.

The bill now before the subcommiltec proposes a new program
which provides that the Government assume the responsibility for
allocating {from pay of National Guardsmen certain funds to private
commercial insurance companies in the various States.

As o witnesses, the Department of Delense oppases this legislation
and that position will be explained by the Department witness later
in the hearing.

Senator Allen, nuthor of the bill, will be the first witness and will
he followed by a distingnished Member of the Congress from Mis-
sis<sippi, Congressman €(G. V. Montgomery, and then by Dr. Theodore
C. Marrs, Deputy Asststant Secretary of Defense for Reserve Al-
fairs, and soveral National Guard witnesses.

Senutor Allen, 1 am pleased to welcomo you Lo this hearing and you
may proceed as you wish, sir.

STATEMENT OF HON. JAMES B. AI-LEﬁ, US SENATOR Fliﬂl!
ALABAMA

Senator ALueN. Thank you, Mr, Chairman.

On behalf of Mr. Moutgomery and myself and the various National
Gunrd associntions thronghout the country and for members of the
Nuational Guard throwghout the country, I want to thank you for
holding this hearing on S. 383, which may also Bs-idlentified as Senate
atmendnrent 150 to 5. 1835. I am sure the chairman knows, and he has
recited, that H.R. 6574 passed the House of Representatives con-
taining the identical wording of amendment 150 to S. 1835 and, of
course, that is the identical wording on S. 383.

We were using two approaches to get the language of tho House
bill approved inasmuch as the House bill is still in committce and has
not been neted on, and we offercd Senate amendment 150 to the
companion bill S. 1835, which is a companion bill to 6574. It wns
offered as an amendment to that. and we also put i a separate hill,
S. 383, and further proceedings in the Scnate on S.71835 have been
postponed until such time as the Committee on Armed Sorvices can
act on 8. 383 and also in effect giving its opinion of Senate amendment
150 to 5. 1835.

[ would certoinly like to suy, Mr. Chairman, that we appreciute

our taking time from your busy schedule so that the Froponents of
3. 383 might properly bo heard, and this is only typical of the thought-
fulness and fairness and the understanding and dedication that you
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have always d'n:plngcd regarding the work of the Senate and work of
this committee mi this s_ubpommitt.ee, ?nd 1 certainlthnnl; to ex-

ress my personal appreciation to you for giving us this forum to
giscuss t.hig amendment and this bill. Biving

Before I address myself to the merits of S. 383, I would like to pay
tribute to the bther witnesses who are here this afternoon to. present
our case in support of S. 383. They traveled to Washington because -
they want you and the committee and indeed the U.S. Senate to know
how deeply interested they are and we aro in this legislation and how
very important it is to their mission and our mission of recruiting and
maintnining the well-organized militia which the men who wrote our
Constitution wisely recognized as the main bulwark of our Nation’s
security, and I commend their respective testimonies to you.

I would also like to pay tribute to Dr. Ted Marrs who will testify
this afternoon in opposition, or possibly in some degree of opposition,
to S. 383 and we are hopeful that an agreement can be reached during
the afternoon about the bill and about the amendment. He will ad-
dress the committee on behall of the Pentagon. Dr. Marrs is a fellow
Alabaman and I am proud of the splendid job he is doing in this
capacily as Deputy Assistant Secretary of Defense for Reserve Affairs
and I, of course, regret that Dr. Marrs must, because of vocational
specialty, be the spokesman for the Pentagon in opposing S. 383,
But this is typieal of his devetion to duty and I cotmmend him on i,

On the other hand having Dr. Mares here may be a blessing in
disguise. At one time it is my understanding that he was with us on
this bill and, hopefully after hearing all the testimony this afternoon
he will again be persuaded as to the importance of maintaining State
national guard gronp life insurance programs.

Senator Byrp. If the Senator will yield?

Senator ALLEN. Yes, sir. :

Senator Brro. I would say that the Senator from Alabama is very
persuasive and it is very likely when Dr. Marrs completes his testi-
mony he may be in agreement with you. [Laughter.]

Senator ALLen. We certainly hope so. [ thank thé chairman.

Mr. Chairinan, the purpose of 8. 383 is quite simple but it is awlullv
important. The bill would provide for payroll deduction from drill
vay for existing State national guard group lile imgirance programs.
I'he State programs cannot compete equitably nor long survive with-
out the same payroll deduction which is being afforded the service-
men’s group life insurance program under S. 1835, unless the bill
which % have introduced, S. 383, or amendinent 150 are approved.

In ail the furor which has arisen over amendinent 150, it has either
been overlooked or gone unnoticed by many that the identical lan-
guage of the amendment is already contained in the House-passe
version of legislation providing full-time coverage under servicemen'’s

roup life insurance for members of tiv: National Guard and our

escrve Forces, and, at this juncture, I might state we owe a debt of
ratitude to Mr. Montgomery for introducing this provision into the
House bill and being its sponsor in committee and on the floor.

Senator Byrop. I notice he got a 342-to-1 vote, that is & powerful
vote.
b."Senator ALLEN. Yes; that is indicative of the popularity of this

* bill.
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Senator Byrp. I don’t believe anyone except——

Senator ALLEN. And of the influence of the distinguished gentlemnan
from Mississippi.

Senator Byrp. That is what I was going to say, I den’t think any-
one except Sonny Montgomery could have gotten a 342-to-1 vote.
It might have been 330 something but not 342. {Laughter.] .

Senator AvpLeEn. But, as the cheirman says, it was passed by the
House of Representatives on May 7, 1973, by an overwhelming vote
of 342 to 1. »

The provisions of 1[.R. 6574 are twofold:

(1) It would provide servicemen’s group life insurance (o
moembers of all ﬁesnrvo components on a ?ull-t,ime basis; and
(2) Equally important, it would provide authority for payroll
deduction ellotments from Armory drill checks limited only to
the payment of premiums under a group life insurance program
sponsored by the military department oF n State for its National
uard members or by the National Guard association of such a
State, either approach sssuring that it would be administered
. for the benefit of the guardsmen of a particular State.

In liecn of H.R. 6574, the Sonnte Veterans' Affairs Committee on
May 1, 1974, reported out its bill. S. 1835 which eliminatod, on juris-
dictional grounds, any payroll premium withholding for State Na-
tional "Guard group Kl’o insurance programs. This, to my way of
thinking, is somewhat ironic. As we in the Senate well know, the other
Chamber is quite the stickler on the issue of germanencss and they
have some mighty sharp-eyed and able parlimentarians over on the
other side of the Capitol. Yet, the withholding provision as envisioned
under S, 383 was considered by the House and was determined not
to be n jurisdictional problem.

Before proceeding further, T should like to just briefly touch upon
the history of the existing State National Guard group lile insurance
programs.

I would like to change one word there where I said the bill would
provide for payroll deduction from drill pay for existing National
Guard group hfe Insurance programs amf {would think it might
cover other groups coming under the program and nof freeze it on——

Senator Byrp. Is that page 3?

Senator ALLeEN. Page 2, the 11th line from the bottom.

Senator Byrp. Thank you.

Senator ALLEN. 1 should like briefly to touch on the history,
knock out the word ‘‘existing” there, history of the State National
Guard Group Life Insurance programs.

From the late fifties leaders in the National Guard from several
States were concerned over a lack of benefits, both State and Federal,
available to a guardsman, and in particular, to the guardsman’s
family in the event of his death. Subsequently, several States initinted
or sponsored a fmup life insurance program for the members of their
National Guard. These programs were similar to and patterned after
the GI insurance of World War 11. Each program is administercd by
the State or by an approved agency for the State in exactly the same
manner that the Veterans’ Administration administer the present-
day SGLI except the premium is not withheld from the individual
guardsman’s pay. Today there are 28 States which sponsor a State
National Guard life insurance program.




5

For the record, these States are listed in appendix 1 to my testimony
and insure over 50,000 National Guardsmen in their respective lifo
insurance programs. As of June 1973 these State programs have paid
$7,695,540.00 in death benefits to over 741 familes of deceased Na-
tional Guardsmen. A thorough breakdown of these claims is contained
in the second appendage to my testimony. As of today the death
benefits paid are in excess of $9 million. Mr. Chizirman, Kzt me point
out that this has been paid at no cost whatsoover to the Government,
cither State or Federal. We hope if our bill is approved, our amend-
ment is approved, a withholding program can be carried out without
cost to the Government.

The State programs are nonprofit and have been so approved by
the Internal Ii'levenue Service. Income derived from premiums and
dividends are returned to the individual guardsman in the form of
additional bencfits at no additional cost on his part. The insurance
companies underwriting the State programs were selected by open,
competilive bid.

While the benefits provided by the programs of the several States
differ in varying degrees, all are basically similar. By way of an ex-
ample, the program currently approved by the State Military De-
partment of Alabama and sponsored and administered by the National
Guard Association of Alabama is such a basic program. The important
provisions of the Alabama program are:

1. Recognized by the Internal Revenue Service as a nonprofit
rogram strictly for the benefit of all Alabama gunrdamen and their
amilies. By administering the program, a certain amount of income

is recieved which in turn is reapplied toward the purchase of additional
benefits for participating members (currently providing a maximuin
of $5,000 free insurance.)

2. $5,000 to $20,000 coverage—3$6 Lo $16 per quarier. $1,000 de-
pendent life coverage for $2 per quarter per family.

3. Payments of cluims within 25 hours of notification of death.
(1015 years), n total of $1,483,000 in claims has been paid to bene-
ficiaries of decensed Alabame guardsmen.

The other figure I quated was the whole program.

The third appendsge to my testimony rovides & summary and a
comFlete listing of deaths and claims paid for the g‘eriod July 15, 1971,
to March 15, 1974, under the Alabama plan. -~

The State or its designated agency is the administrator of the pro-
%mm and considered equivalent in function and responsibility to the

eterans’ Administration. The prime problem in the administration
of such a program is the collection of premiums. This is due to the
inconvenience or forgetfulness to pay on the part of the individual.
Every Guard member prefers a.ng requests payroll deduetion from
his driil check over any other collectio nform.

Collection of Guard life insurance program premiums will be on a
no-cost-to-the-Government basis as is the SGLI program. The State-
s&mnsored programs will pay the samo administrative cost to the

overnment for payroll deduction that the Veterans' Administration
will bo required to pay. Mr. Cheirman, Col. James F. Gamble, the

executive director of the Nationel Guard Association of Alabama is
here todny and his testimony will, in large measure, concern itself
with the ‘no cost” aspect of S. 383, that is, no cost to the Government.

31-635—T74-—2
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Authority for payroll deduction of premiums from National Guard
drill checks for Nationnl Guard group life insurance is limited to the
National Guard in this bill because:

1.'In its dual (State/Federal} status the National Guard is one
aitonomous command or edministrative unit. Its primary function
is the largest organized backup force for the U.S. Army and Air Force
and its important secondary mission is to augment civil authorities
under State control during disaster and disturbances that exceed the
capabilities of civilian agencies. .

2. The Stato or its administrative agency will bear the total admin-
istrative cost to include reimbursing tﬁo U.S. Government for ndmin-
istrtive cost of withholding and, therefore, this will be at no cost to
the U.S. Government. '

3. The State National Guard life insurance programs have been in
effeet for several years and no other reserve component with which we
;\re_nwurc has similar programs for their members on a separate State
»asis,

4. The legislation was nol intended to be all inclusive to cover
other types of payroll deduction or allotment forms. Senate Amend-
ment Noo 150 to S, 1835 which is alse S. 383, provides authority for
paveoll deduction allotments from armory drill checks limnited only
to the puyment of preminms under a group life insurance program
approved and sponsored by the military department of a Stale for
itx National Guard members or by the Nattional Guard Association
of <uch State. ,

State programs can compete with the coverage and benefils of
SGLI: However, they cannot do so without the convenicnce of pay-
roll deduction of premiums. Without the convenience of payroll
dedustion the Guard programs cannot survive. This will mean a
reduction in available nsurance protection for many of the indivi-
chunls presently insured rather than an increase with the implemen-
tution of SGLK

Mpr. Chairman, 1 ask the remainder of my statement be included
in the record. :

Senator Byrp. Without objection the remainder of Senator Allen’s
statement. will be included in the record.

1Senator Allen’s statement follows:] L

Mr. Chairman, I want to thank you for holding this hearing on S, 383 which
may also be identified as Senate Amendment 150 to S. 1835.

For thase present I should like to say that the Chairman of this Subcommittee,
the distinguished Senior Senator from Virginia, has taken time from an awfully
schedule so that the proponents of 8. 383 may be properly heard. This is typical
of the thoughtfulness, fuirness, understanding and dedication of Senator Harry F.
Byrd, Jr. and I want to express my personal appreciation to you, Scaator Byrd,
Byrd, for giving us this forum.

Before faddrcs‘s myself to the merits of 8. 383, 1 should like to pay tribute to
the other witnesses who are here this afternoon to present their cases in support
of S. 383. They have traveled to Washington because they want you and the
Cumnmittee, indeed, the United States Senate, to know how deeply intercsted
they are in this legislation and how very important it is to their mission of recruit-
ing and maintaining the well organized militia which the men who wrote our
Constitution wisely recognized as the main bulwark of our nation's security. 1
commend their respective testimonies to you.
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1 should also like to pay tribute to Dr. Ted Marrs who will testify thi= afternaon
in opposition to 8. 383 on behalf of the Pentagon, Dr. Marrs is a fellow Alabamian
and I am proud of the splendid job be is dolni in this capacity as Deput{).:sslstant.
Secretary of Decfcnse for Reserve Affairs. I, of course, regret that Dr. Marrs
must—because of vocational specialty—be the spokesman for the Pentagon in
appesing S. 383, but this is typical of his devotion to duty and I commend him on

On the other hand, having Dr. Marrs here may be a blessing in disguire, At
one time he was with us on this bill and, hopefully, after hearing all the testimony
this afternoon, he will again be ch\mded as to the importance of maintaining
State National Guard Group Life Iasurance Programs. We certainly hope this
will be the case. - X

Mr. Chairman, the purpose of 8. 383 is quite simple, but awfully important.
The biil would provide for payroll deduction from drill pay for existing State
National Guard Group Life Insurance Programs. The State Programs cannot
complete czuimbly nor long survive without the same payroll deduction which is
being afforded the Servicemen's Group Life Insurance program under S. 1835
unless the hill which 1 have introduced, 8. 383, as Amendinen’. *5? is approve

In all the furor which has ariscn over Amendment 150, it has cither been aver-
looked or gone unnoticed by many shat the identical language ot the Amendment
is alrendy contained in the House-passcd version of legislation providing full-time
coverage under Servicemen’s Group Life Insurance for members of the National
Guard and our Reserve Forces. : :

This bill may be identified as H.R. 6574. It was passed by the House of Rep-
resentatives on May 7, 1973 by an overwhelming vote of 342 to 1. The provisions
of H.R. 6571 are two-fold:

1. Tt would provide Servicemen’s Group Life Insurance to members of all
Reserve Components on a full-time basis; and,

2. Bgually important, it would provide authority for payroil deduction
allotments froon Armory drill checks limited only to the payment of pre-
miums under n group life insurance program sponsored by the Military
Department of a state for its National Guard members or by the Nationa)
Guard Association of such a state. .

In lieu of H.R. 6574, the Senate Veterans Affairs Committee, on March 1, 1974,
reported out its bill, S. 1835 which eliminated, on jurisdictional grounds, any
payroll premium withholding for State National Guard Group Life Insurance
programs. This, to my way of thinking, is somewhat ironic. ‘As we in the Senate
well know, the other Chamber is quite the stickler on the issuc offgermanencss
and thcy have some miTht% sharp-cyed and sble parlimentarians over on the
other side of the Capitol. Yet, the withholding provision as envisioned under
S. 383 was considered by the House and was determined not to be a jurisdictional
yroblem.

l Before proceeding further, I should like to just briefly touch upon the history
of the cexisting State National Gunrd Group Life Insurance programs. In the
late 1950's leaders in the National Guard from several states were concerned
over a lack of benelits, both State and Federal, nvailah&q‘!p o Guardsman, nnd in
particular, to the Guardsman's family in the event of Ris death. Subsequently,
several states initiated or sponsored n group lifc insurance program for the mem-
bers of their National Guard. These programs were similar to and patterned after
the “G 1" insurance of World War llg. Esach program is administered by the
state or by an approved agency for the state in exactly the same manner that .
the Veterans Administration administers the present day SGLI except the pre-
mium is not withheld from the individual Guardsman's pay. Todny there are
twenty-cight states which sponsor a State National Guard life insurance program.
For the rccord, these States are listed in Appendix #1 to my testimony and insure
over fifty thousand National Guardsmen in their respective life insurance pro-
grams. As of June 1973, these State programs have paid $7,695,540.00 in death
henefits to over 741 [amilics of deeeased National Guardsmen. A thorough hreak-
down of these claims is contained in the second appendage to my _testimony. As
of today the death benefita paid are in excess of nine million dollars. Mr. Chairman,
let e point out that this has been paid at no cost whatsvever to the Government,

either Federal or State.
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The state programs are non-prafit and have been so approved by the Internal
Revenue Service. Income derived from premiums and dividends are returned to
the individual Guardsman in the form of additional benefits at no additional cost
on his part. The insurance companies underwriting the state programs were
selected by open, competitive hid. :

Whilc the benefita provided by the programs of the several states differ in varving
degrees, all.are basieally similar. By way of an example, the program currently
approved by the State Military Department of Alabama and sponsored and
administcred by the National Guard Association of Alabama is such a basic
program. The impartant provisions of the Alabama program are:

1. Recognized by the Internal Revenue Service as a nonprofit program
strictly for the benefit of all Alnbama Guardsmen and their families. By
administering the program, a certain amount of income is received which in
turn js re-applied toward the purchase of additional benefits for participating
members (currently providing a maximum of $5,000 free insurnnce.)

2. $5,000 to $20,000 covernge—$6.00 to $16.00 per quarter. $1,000 depend-
ent life coverage for $2.00 per qunrter per family.

3. Payment of claims within twenty-four hours of notification of death.
(10}4 yenrs), a total of $1,483,000.00 in claims has becen paid to beneficiaries
of decensed Alnhama Guardsmen. The third appendage to my testimony
provides a summary and n complete listing of deaths angeclaims paid for the
perind 15 July 197(’-'w 15 March 1974 under the Alabama plan.

The state or ita designated agency is the administeator of the pm&mm and
considered cquivalent in function and responsibility to the Veterans Administra-
tion. The prime problem in the administration of such a program is the collection
of premiuma. This is due to the inconvenicnce or forgetl'ulneaa to pay on the part
of the individual. Every Guard member prefers and requests payroll deduction
from his drill check over any other collection form.

Coliection of Guard Life Insurance Program premiums will be at a no cost to the
Governmient basis as is the SGLI program. The state sponsored programs will
pay the same administrative cost lo the Government for payroll deduction that the
Veterans Administration will be required to pay. Mr. Chairman, Colonel James F.
Gamble, the Fxeeutive Director of the National Guard Association of Alabama
i~ here today and his testimony will, in large measure, concern itself with the
“ho cost’ aspeet. of S, 383.

Authority for pavraoll deduetion of preminms from National Guard drill cheek
for National Guard Group Life Insurance is limited to the National Guard in this
hill becnuse:

‘1. Inits dual (State/Federnl) status the National Guard is one autonomous
command or administrative unit. Its primary function ia the lnrgest organized
backup force for the United States Army and Air Force and its important
secondary mission is to nugment civil authorities under State control during
disasters and disturbances that exceed the capabilities of civilian agencies.

2. The State or its administrative eﬂmncy will bear the total administrative
cost to include reimbursing the United States Government for administrative
cost of withholding and, thercfore, this will be at no cost to the U.S.
Government, -

3. The State Nationnl Gunard Life Insurance Programs have been in
effect for several years and no other rescrve component with which we are
aware has similar programs for their members on n separate state basis.

4. The legislation was not intended to be all inclusive to cover other types
of payroll deduction or allotment forms. Scnate Amendment No. 150 to
S. 1835 S. 383 provides authority for payroll deduction allotments from
Armory drill checks limited only to the payment of premiums under a group
life insurance rrngmm approved and sponsored hy the Military Department
of n State for its National Guard members or by the National Guard Associ-
ation of such State. .

State programs can compete with the coverage and benefits of SGLI: however,
they canno! do so without the convenience of payroll deduction of premiums.
Without the convenience of payroll deduation the Guard programs cannot survive.
This will mean a reduction in available insurance protection for many of the in-
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giéilt..llmus presently insured rather than an increase with the implementation of

Mr. Chairman, the Sennte and House reports on S. 1835 and H.R. 6574, re-
spectively, make it abundantly clear that the primary purpose of both hills iy
to encourage persons to join and remain in the Reserves and National Guard.
I could not agree more, but the Congress must take notice that it is at the State
level with the State National Guard Associations leading the way where most
of the rccruiting and retention activity oecurs, not on the banks of the Potomac
River where the opposition to S. 383 arises. Surely, the most awivel chaired
bureaucrat at the Pentagon cannot help but recognize that a good viable State
National Guard Group Life Insurance program will be an added incentive townrd
assuring the well-manned, well-trained National Guard which we must have
ready for immedinte and effective active duty service at any time.

Sonicone recently remarked to me that passage of 8. 383 would be giving Na-
tional Guardsmen a benefit that other Reservfsts would not be able to enjoy.
My reply was that fajlure to pass 8. 383 would be penalizing National Guards-
men for their initiative in developing benefits for their members and families
years ago.

No member of the Reserves has told me that he is epposed to S. 383. Muny
have contacted me in support of 8. 1835.

The Reserve Officers Association apparently is not opposed to 8. 383. The
absence of a witness from the Association attests to this. If the Associntion were
opposed to 8. 383 1 nm sure their spokesman would have no difficulty making an
appearance at this hewring inusmuch ng the ROA National Headquarters is right
across the street, less than o hundred yards from this committee room.

In closing, Mr. Chairman, I should again like to recinphusize that through the
nearly 200 years of our nation’s history the National Guard hus met every threat
to our freedom and met it brilliantly. For example, the record will show that
shortly after we entered World Way 1I, the National Guard had 18 Infantry
Divisions in the field, 300,000 men. Those state troops doubled the strength of
the Army nt once and their Prescncc in the ficld gave our nation the sensc that it
had pnased the lowest ebb of its weakness.

We continue to look to the National Guard as the main souree for the security
of our country. With so much serviee expected to be rendered by our National
Guard and with so much responsibility expected to be borne by our Guatrdsmen,
they are justly entitled to retain their additional life tnsuranee protection afforded
by scparate state's plang. Payroll deduction will not only keep existing plans in
cflect, but will nlso allow those states not now sponsoring n program to initiate
one. 8. 383, i.e., Senate Amendment 150 will agcomplish tﬁesc ohjectives.

I, therefore, respectfully urge approval of 8. 383 by this Committee with n
view toward manking the bill a part of 8. 1835,

And I give you these words from one who laved the National Guard, and who
until the day of his death, played a part in the National Guard program. In fact,
the National Guard Armory in Montgomery, Alabama is named in honor of his
late wife, wha ulso served briefly in the United States Sctate. I am speaking of
Alabama’s “Little Colonel,” the late Governor Bibb Graveg, His slogan typifics
the National Guard. It was, “Respecting all, fearing nonc, altdys ready.”

Thank you, Mr. Chairman.

State Nationnl Guard life insurance programs are sponsored in the following
States: Alabama, Ackaunsas, Arizona, Culifornia, Colorado, ldaho, Indiana, Kansas,
Kentucky, Louisiana, Michignn, Minnesot: Missiasippi, Missouri, New Mexico,
North Caroling, Ohin, Olkahoms, Oregon, South Carolina, South Dakota, Ten-
nessec, Texas, i} tah, Washington, West V’irginia, Wisconsin, and Wyoming.




10

STATE NATIORAL GUARD LIFE INSURANCE PROGRAMS SPONSORED IN THE FOLLOWING STATES AS OF

JUNE 1973
m!u ] Ctal id
claims alms

- Slale inception date te 5:10 to 5'-:-

—_— . N
ABbIMA_ . i . £ §1, 321, 000
Arkansas . 29 303, 500
Arizona. . 13,000
California. 652, 6§40
Colotade. . ]
1daho . 4,000
Indiana 110, 000
Kansas 40, 500
Kentuck: 1 223, 000
Louisian; 318, 000
Michigan_ 566, 000
Minnesota 40, 000
Mississippi.. 1, 600, 000
Missouri. ..... 130, 000
New Mexica?d.... 13,000
North Catolina. 564, 900
Oktahoma._... 167, 500
Oregond. ... 0
South Carolina. 30,000
South Dakota? _.. 15,000
Tennessee. ... 714, 000
Texas ... 462,000
Utah . . 32,000
Washington 298, 000
West Vitgin 13
Wisconsin. .. 15, 000
Wyoming._.... . , 500
Total. e eitecceemceamseacammsmcccsecaccmcemennae 7,695, 540

1 $56,000 total claims paid as a result of death from hostile action action Vietnam (Alabama: 1 claim, $14,000) (Kentucky:

4 claims, $42,000).
[ Acchlos:lzﬂ un?i dismemberment coverage only.

DEeAatns oF ALaBaMa GuaRrDSMEN, Jury 15, 1971, To Marcu 15, 1974

Summary: 68 deaths in 32 months; 38 insured for $517,000 total claims; 30
uninsured with a possible loss of $450,000 due to no insured at individuals’ choice.
Since the inception of the Dependent Life Coverage program (Jan. 15, 1972),
a total of $11,800 has been paid in claims due to deaths of members of Guards-
men's families.

Y Amount
Age Unit/location Cause Sy pald
17 SptCol Bn 131 Ar (Abbeville). ... ........_... Meningitls_ ... cvocnoeemaaaae ogg
18 Det 1 Co B 30 Mt Bn (Lineville).... - Drowning._._____._ $10,
18 Del ] Spt Co 1/152 Ar (Springville). .- Automobile accident. .. - 10, 000
19 CoC13] Sltl!n (Graysville)...... ... Moratcycle accident. .. H
4 715 Mt Ca (Birmingham)._ ... _.... Pasumonia. . ... ... Uninsured
9 DetiCoA87] Engr Bn sﬁuin). en Automobile accident. 3
9 Det1CaB877Enge Bn(Reform). . ... ... ..... L S . $, 666
9 168 Engr Co (Centreville). .. ... Motorcycle accident.
9 1146 Pers Svc Ca (Entarprise) __ Crushed_ . ____
20 ODet2 Co B 877 Engt Bn (Relorm) Auvlomobile acci
20 Co A 711 Sig Bn (Atmore)..__. . ...do_.
20 Det 2 1165 MP Co (Linden). ... _..do._..
20 Det 1 158 Mt Co (Dadeville) . .- Heart altack._ .. -
21 Co B 115 Sig Bn (Tuscumbia). . Car-traim accident . ____ . __ .. __.__
2t Hq Co 1203 Eugr Bn (Dothan). . . . Motorcycls accldent_ ... ... ...
1 Det 1 Co A 115 Sig Bn (Moulton). . Automobils accident. .. .-
i 187 Civ Engrg Flt (Montgomery)._ _ Ldoo. . __
1 Co B 71l Cmd Sig Op Bn (Mabils) _do
2 g—) CoC 877 EngrBn(Berry). .., oooenememaa....
2 217 MP Co (Auburn). Suicid
2 HHB 1 Bn 117 FA (Andalu Electrical
7 S 0. .. _.....ccol..... Motorcycle acciden
2 Det 2 900 HEM (Dadevitle). ... .. Struck by automabile
2 293 HEM Co (Prattville). . Electrocution_.........
2 ... dlo..\..........l.n_.. .................. AIQD:I)NIO sccident. ..
~ Ao ahaiiad irmni 0 eeecnaaaan
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§ Uninsured.

Senator ALLEN. We do hoge, Mr. Chairman, that you will approve
S. 383 which would be used by the proponents of the legislation as a
vehicle to offer amendment 150 to S. 1835, that is being held up now
by agreement botween Chairman Hartke and Chairman Stennis so
that this subcommittee can act, and if S. 383718 approved then S. 1835
will be brought up on the floor and an effort will be made to amend it
with amendment 150.

Senator Brro. Thank you very much, Senator Allen.

Senator AvLEN. Thank you, Mr. Chairman.

Senator Byro. Without Fassing judgment on the total legislation,
thero are six little words that you capitalized in soveral places that
appeal to moe very much, “No cost to the U.S. Government.”

f Senator Taft approves, 1 would suggest that we take testimony
now from Cengressman Montgomery before proceeding to questions.

((i)ongmssnmn Montgomery, we aro very pﬁmsed to invo you here
todany.

STATEMERT OF HON. G. V. MONTGOMERY, U.S. REPRESENTATIVE
FROM MISSISSIPPI

- Mr. MonraomeRry. Thank you, sir.

Qrenbarn Munn A mian swvha anm mab lasitalabline nannad e i Wae.oasn




12

Mr. MontaomERY. Itis quite a bill, Mr. Chairman.

Mr. Chairman, thank you for giving me this privilege and honor to
testify today. I might say that, and I say this from the heart, that the
three Members of the Senate here today are personal friends of mine
and | have a wermness for the three. I had the privilege of serving
with Senator Taft for 6 yeurs in the other body and Senator Allen
and 1 joined together down South and we certainly worked together
and, Mr. Chairman, not only in legislation but from a personal side
of it you have been very kind to me in the 8 years I have been in
Washington and it has meant a great deal to me and I am certainly
prgud really to have this opportunity to testify briefly before you
today.

Sei,xator Byro. I am proud of my friendship with the Congressman
from Mississippi.

Mr. MonTgomerY. Thank you.

Senator Bynp. A 'vcl"iy able and outstanding Congressman.

Mr. MonTcomERY. Thank you, sir. I have just to recognize three

eople from my State who are interested in this hzigislation, the ad-
jutant. goneral of Mississippi. He was a former Judge, I might say,
and I will ask the general to identify himself, General Turnaze;
Colonel Gresham, who is president of the Mississippi National Guard
Associgtion, and Msjor Lewis, the executive director of the association.

I would like to request, sir, that my full statement be printed in
the record and 1 will only briefly touch on my statement.

Senntor Bynn. Without objection the entire statement will be
printed in the record. You may proceed as you wish.

Mr. Montcongry. Thank you, sir.

Thank you for giving me this opportunily to appear belore you
tadny to express my feclings coneerning the bitls now being con-
sideredd. 1 do huve a special interest in Senate bill 1835 and also
Senante bill 383 beenuse of their similarity to H.R. 6574 which Senntor
Allen has referred to, I introduced and strongly supported in its
prssuge through the House. 1 think that you would m interested
m _knowing, which has becn mentioned, that the bill passed with
only one dissenting vote, and Mr. Chairman, what got me ii-trouble,‘
the renson I lost that onao dissenting vote, was that I said of no cost
to the Government, and Congressinun Hechler of West Virginia said
no legislation passes through Ticre that docsn’t cost the Government
sotncthing, so he opposed 1t, and so I think you would be interested
in knowing that S. 1835 includes all the provisions of H.R. 6574
oxcept tho authority for puayroll deduction of State association life
insuranee premiums from the drill-pay of National Guard personnel.

S. 1835 is the bill that Senator Allen referred to which came out
of the Veterans’ Affairs Commitice.

The ful}l time servicetuen’s group lifo insurasunce provided for in
both the House and the Senate bills is urgently needed+nt this time
us n recruiting incentive for tho Reserve components and I am bopoful
that legislation to provide this coverage will be passed in the 93d
Congress. The Rescrve components have not been provided the much
neetﬁad incentives to enable them to meet their manpower require-
ments under the all volunteer concept. S. 1835 is the basis whereby
the Congress could take the first step in providing needed incentives.
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1 would urge you to include payroll deduction of State associntion
imsurance premiums from National Guard drill pay either ns a part
of S. 1835 or, in the alternative, in separate legislation as provided in
Senntor Allen’s bill S.383.

I will skip the next paragraph.

Payroll deductions to pay for commercial premiums are not new
to the Armed Forces. D(?D hins, as far back as World War 11, pro-
vided this service for their personnel who were on active duty. They
still provide this service, and I might add, absorb the administrative
cost Involved. In fact, payroll deduction is currently provided mem-
bers of the National Guard who wish to pay their preminms to the
State National Guard group life insurance programs while they are
serving on extended active duty. I really can find no valid renson for
denying this same service to members of the National Guard not on
extended active duty, especially since the group })rogrums have, il
required, offered to reimburse the Armed Forces_for administrative
costs.

Mr. Chuirman, there is a possibility, as Senator Allen mentioned
todny, we have talked to Dr. Marrs who will testify before you in u
few minutes, Dr. Mares has told me that the Delense Department hns
chaged their position in that they would probably have no objections
to the payrol{) deduction if the administrative costs were paid by the
nssocintions. So there i3 a possibility that we can work t.gis out. We
do not have the mechanics at this time. [ think it is good that you have
had this meecting and maybe it would be proper il the committce
thought the bill wus worth while to pass it out of this committee until
we can work out something but it i needed, and T certainly apprecinte
your giving me the opportunity to testify.

[The stutement of Mr. Montgomery follows:]

Myr. Chairman and committee menthers, thank you very mnch for affording me
this opportunity Lo npl)c:\r before you Lo express my feelings concerning the hitls
now heing considered. I have n specinl interest in Scnade Bills 1835 and 383 beenuse
of their similarity to HLR. 6574 which I introduced nnd strongly supported in
its passage through the {louse. I think that you would be intercsted in knowing
H.R. 6574 passed the Ilouse with only one dissenting vote. S. 1835 includes all
the provisions of I.R. 6574 except the authority for payrull deduetion of staie
associntion life insurance premiums from the drill pay of National Guard personnel.

The fulllime Scrvicemen's Group Life Insurance provided for in both the
Tfouse nnd Senate bills is urgently nceded at this time ng a recruiting incentive
for the Reserve Components and I am hopeful that legMiation to provide, this
coverage will bo pussed in the 93rd Congress. The Resceve Components have not
been provided the much needed incentives to enable them to meet their manpower
requirements undor the all voluntecr concept. S. 1835 is the basis wherchy the
Congress could take the first step in providing needed incentives.

1 would urge you to include payroll deduction of state association insurance
premiums from National Guard drill pay cither as a part of S. 1835 or, in the
alternntive, na separate legislation as provided in 8. 383.

You huve been given detnils concerning the state opernted group insurancee
programa now in operation in 28 siates. The sdceess of these insurance programs
now available Lo n signilicant number of Guardsmen attests to the fact that a
much necded benelit is being provided. 1 fecl the state programs should remain
available so that those who desire to do so may more ndequately provide for ihe
well being of their dependents. For these state programs to continue to be success-
ful, payroll deduction authority s essential.

Payroll deduction to pay for commercial premiums is not new to the Armed
Forces. DoD) has, as far back ns World War II, provided this service for their
personnel who were on active duty. They still provide this service, and I might

31-636—T74—-3
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add, absorb the administrative cost involved. In fact, payroll deduction is currently
provided members of the National Guard who wish to pay their premiume to
the State National Guard Group Life Insurnnco Programs while thoy are scrving
on extended nctive duty. I really can find no valid renson for denying this same
service to members of the Nationnl Guard not on extendoed active duty, cspecially
since the Group Programs have, if regnired, offcred to reimburse the Armed
Forces for administrative costs.

'T:.ank you for your sttention and I hope that you will give favorable considera-
tion Lo legislation providing authority for payroll deduction of life insurance
premiums from the drill pay of Nationnl Guard personnel. .

Senator Byrp. Thank you very much, Congressman Montgomery.

Senator Toft, do vou have any guestions of these two witnesses
or <hould we proceed to Dr. Marrs? :

Senator Taft. Thank you, Mr. Chairmon, I just have one or (wo
and perhaps Dr. Marrs will want to answer them also.

Has the voluntary Army concept so injured the enlistmeont in the
‘Nattonal Guard that some additional inecentive is appropriate?

Senator ALLEN. I would rather Colonel Gamble or ({)}olonel Gresham
answer that. T am really not ' '

Mr. Moxtgomery. T believe I can answer it. I am very
fumiliar

Senator Tawr, [ am sure in their State they can answer it, but T
thanght perhaps von would have o general ides.

' Mr. Monrcosery., What hes really happened, Senalor Taft,
ity opinion, and it is not Dr. Manms fault, but the Pentagon
husw't realized that the Reserves needs to be pulled out of the
Selective Service era into the volunteer concept era, and some things
Dr. Marrs told me today arve changed that will help us do this. They
should have been changed 6 months ngo, and the word just did not
gel upstairs. :

Tho National Guard has done a great job of recruiting; in fact
they have done more recruiting than they have training and this
is a problem. But they are getting prior service porsonnel instead
of non-prior-service personnel. This insurance bill that we are talking
about iy tied in where National Guardsmen would be covered undor
the SGLI program 24 -hours a day, not while he goes off to camp
ov to drill, so this is why we say we nced incentives, We need some
imcontives that won’t cost n lot of money. Tlie Ghard is holdin
up ils strength and the other Reserves are not doing as good a jog
as the National Guard and we do need some incentives and this
is one of them.

Senntor Byro. Fine.

Senator 'Tavr. Thank you very much, Congressimen, and [ might
soy, | would like to say, 1l is a pleasure for me to he ablo to sit here
on this committee and have you appear before us after our service
in the House, nnd T very much appreciated your fine work there
particularly in these arens with which we are denling, and I nm
delighted to have vou here.

Just one other question for either of the witnesses.

You seid this is done without cost. I take that to mean thut the
business machines or the accounting equipment procedures are
already established for taking on this without additional purchase
of machines or alterntion of existing machines.

m
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Senator AuueN. There would be n pnyment made by the Nutional

* Quard association or the military department of the State to cover

] the cost to the Government. Now, whether they would have to buy

more machines or not I don't know. Dr. Marrs could elaborste on

that but I wbuld think with the strength of the Army and the Air

Force down a great deal, I would think that by adding the National

by Guard personnel you would not get up anywhere near the level
that the Army and the Air Force were soveral yewrs ago.

Senator Byro. I just wanted to be able to assure people of that
and if the question is asked I would trke it that would he true because
of the fact that the reduction is oceurring ns to other mon in the sorvice
and ‘1 take it the procedures they have established probably would
menan thero would be no additional costs for an additional finger or
additional button on a machino or new muchines, whatever.

Senator ALten. At the State level the asseciations would have (o
charge enough——

Senatlor Byro. To take care of the work. '

Senator ALLEN. Extra to take care of this expense, but spread over
many thousands of goardsinen it would not add too greatly, will not
add prohibitively, to the amount of the premium.

Senntor Byun. Thank you very much,

Senator Aneen. Thank you, Mr. Chairman.

Senutor Bynn. As [ understand it from your statement, Seantor
Allen, the State-sponsored programs would puy whatever the wdmin-
istrative cost is? . .

Senator ALLEN. Yes, sir; that is correct and that will he brought
out by subsequent witnesses. :

Senator Byrp. Yes.

Both Senntor Allen and Congressman Montgomery have made
excellent statements and I suppose now we should get a balancing
view, shall wo say, from Dr. Marm. We are glad to have you,
Dr. Marrs. You mnay proceed as yon desire.

STATEMENT OF DR. THEODORE C. MARRS, DEPUTY ASSISTANT SEC-
RETARY OF DEFENSE FOR RESERVE A¥ "7 {35, ACCOMPANIED BY
COL. ELLIS C. STEWART, JR.. DIRECIGK FOR RESERVE MAN-
POWER, PERSONNEL, AND TRAINING, OFFICE OF DEPUTY ASSIST-
ANT SECRETARY OF DEFENSE (RESERVE AFFAIRS); AND JOHN

‘ ‘ K. SCOTT, DIRECTOR OF FINANCE AND OPERATIONS, OFFICE,

f ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER)

| Dr. Marrs. Senator, T am accompanied by Colonel Stewart and

i Mur. Scott {ron the Comptroller’s Office in the Department of De-
fense and he will, Scott will, answer the technical questions if any
arise in regard to this matter, :

It is with regret that T testify with any degreo of negativeness in
regard to the bill that my Scnator has advanced. Mr. Chairman,
heing equally apprecintive of your courtesy and kindness in hearing
this hill but. Iacking the persuasiveness of my Senntor from Alabann,
and recognizing the overwhelming vote of 342 {o 1 in the Honse, with
Your pormissinn‘, i nn going to submit my stalement with which |
[ 2 1T3%Y AREILT IEPT TIPS ST H

-

o Fannilian ot thie sttt
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Senntor Bryrn. Yoeur statement will be published in full in the
veeord.

Dr. Marns. Thank you. I would however like to make n few ger-
mane comments.

Sceuntor Bymrp. Yes, [ wish you wonld.

Dr. Magrns. To assure there is no cost to the government, which
live words have apparently been rather well aceepted in presentation
to this committee, if the comumittee should net favorably on this bifl
we would prefer that the bill marknp would include pravisions for
reimbursement on an netunl cost basis rather than on any udvance
estimale which we may have made at this point in time, and I think
that with the points covered in our nlready submitted presentation
that wae will be happy to be open Lo questions, sir. ’

[The statement of Dr. Marrs follows:] ’

Staresmunt or I Turovonr C. Manns

It is n privilege to appenr before this Committee to present the views of the
Depurtiment of Defense regarding 8. 383, eatitled: “A Bill To encourage persons
to join and remain in' the Resceve and National Guard by providing full-time
coverage under Servieemen'’s Group Life Insurance for such members and certain
mambers of the Retired Reserve up to age sixty."”

3. 183 would authorize membem of the National Guard to make allotments
from their pay for the pavment of preminms under group life insurance plana
sponsored by the Military Departments or State National Guard Associations of
the States in which the individuals are members of the National Guard.

The Department of- Defense considers the issue of allotinents for commercial
insurance to he unrelated to the provision of coverage under Servicemen's
Group Life Insurnnce. Rather, we consider this hill to relate only to the question
of pay and allowanee for the National Guard and Reserve.

Accompunying me foday is Mr. John K. Scott, from the Office of the Assistant
Seeretary of Defense (Complroller), who is preparved to answer guestions relaling
tn the cost and administention of the program which S-383 would anthorize,

There are theee points which we feel shoold be eonsidered: the potential value
of allotments ns an ineentive, the eost of establizhing and maintaining an allot-
ment svstem, and the pofential inequity of estublishing an allotinent which
applies to one relatively small segment of the Guard and Reserve.

Vith regnrd to incentive value, the insurance coverage which would be available
throngh allotment of pay is already available to theso persons who would be
eligible to make such allotinents. No additionsl persons would be provided an
incentive under the bill. While authority for allotments might make the payment
of premivms simpler for the individual purchaser of insurance,sthe principal
benefit would be to the insurance plan rather than to the purchaser, becnuse {he
Federal government would assume the responsibility for collection and acentnting.

There is also the guestion of dis-incentive implications. T have in mind the
possibility that an individual, through no fault of his own, might miss an cntire
month's or even several month’s unit training assemblies (drills). In this ease,
he would have no pay fromn which nn sllotment could be paid. And yet, if his
insuranct were lnpsed beenuse of missed premiums, he might logieally be expeeted
to devcdlop some resentment agninst Guard and Reserve service. This is oné of
the hasic differences in active Armed Forces and the Guard and Reserve when
we disenst the question of allotments. With an nctive force individual, we know
that he is going to be entitled to u certain amount of pay whethor he is sick, out
of town or whatever. With the Guardsman or Reservist, he is only entitled to
pay if he attends scheduled training periods, and there i8 no gusrantee that he
wil earn u given amount until the training period has passed. . )

The major concern of the Department of Defense in regard to this hill is the
question of cost and the difficulty of ndministration.

The pay syetems thnt have heen developed for Reservists and Guardsmen do
not provide for any allntinent-.. We do, of course, make pay deductions of amounts
reyuired for Federal Ineome ‘Pax, Socinl Security and the prevently authorized
“part-time” eaverage fur SULL In all enses, these mmounts arc remitted to
anather Government ageaey.
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In the case of RGLI, we are able to work ont procedures with the Veteeans'
Adninistration Lo assure the insurance is in force, that the Government will be
reimbursed for any over payments that might he made temporarily and that
information required for their records and files is minimizod. This latter point ix
significant nand bears explanation. Maost private carriers require with each pay-
ment o listing identifyving the amount for each member. In this case, it would
be potentinlly 32 Stale associntion carriers. In the case of SGLI, we are doing
bnginess with onc agency—VA. We alse have the situation where coverage ix
automatic unless the member declines. Since few decline, we are able to maintain
a file of deelinntions by nnme und report only total pumbers of participants
(without regard to namc) to VA, This information is readily nvailable from our
strength reports (less our few deelinations). Consequently, we minimize the
administrative expense assoeiated with the progriom.

As I mentioned, our cxisting systems for guard and reserve pay do nnt provide
for any allotments. Theze aystems are centralized and nutomated at the service
finance ¢cnterg except for the Army. In the case of the Arimy, they nre in the fina)
stages of development of n eentralized computerized system to be installed Inter
thiz year. As you know, it is expensive to redesign automated systoms and that
woild be necessary to provide for allotmcnts. This one-time design ecost is
estimated nt $75,000 {or each service.

Based on our active duty system, it costs about $1.00 to initially set up an
allotment and ubout 18¢ per month for the recurring monthly processing of check
writing, accounting, cte. With the present strength of the Artey and Air Guard
of appreximately 500,000, we have o potentinl start cost of nearly one-half
million. It is doubtful if all members would tnke advantage of the allotments
authorized by the proposed bill, but we have no way of knowing the extent of
participation. We could also expect ncw starts and stops each year based on the
turnover of the force. Assuming 400,000 participants with a 239 annaual turnover,
our costs would be as follows:

Systems design. . . ... e $150, D00
Imitial start . e 400, 000
ChBnges_ . e meeiceeaaa- 100, 000
12 months operabion_ . ... 864, 000

Total fiest yoar_ .. L e Lo 1, 514, 00D

There is no provision in this bill as written for reimbursement of these costs.

A third point which deserves gonsideriition is that 8. 383 woutd apply to anly
a small segmenl of the Sceleeted Reserve--wpecifiently to members of National
Gunrd units only in thase States in which group insurance plans are offered by
the State or by the State National Guard Association. This raises the issue of
discrimination within the States where such insurance is offered, because allot-
ments would be authorized on an exclusive basis and other commereial insurance
plans, including group insurance pians sponsored by the Reserve Officers’ Asso-
ciation, Air Force Association, cte.,, would not have the opportunity to offer
coverage on the same basis. Likewise, if we deny that opportunity to Guardsmen
in other States and to afl other members of the Reservy,_there is another inequity.

Furthermore, if we climinate the exclusive nature of the hill, we further cow-
plicate the cost picture by multiplying the bookkeeping load for many companies
and types of insurance plans,

In summary, the Department of Defense doex not have any basis for an
pssumption that insurance coverage presently available to members of the
National Guard would provide more of a recruiting or retention incentive if it
were allowed to he purchased by allotment. On the other hand, the administrative
difficulty and cost of administering an allotment system for non-active-duty
farces is significant and the cost, if allotments were expanded ta avoid discrimina-
tion, would he cven greater.

For these reasony, the Department of Defense opposes the anactment of S. 381,

Thank vou for the opportunity to present these views. Mr. Seott and T will
he pleased to answer any questions you may wish to posc.

Senator Byrn. It might be well, Dr. Marrs, for the commitlee to
understand some of the technical problems that could follow if S.
383 is approved. : ]

How aro the members of the Army Guard and the Air Guard
presently puid. Are they paid monthly, gqnarterly?
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Dr. Marrs. The Air Guard is paid monthly. The Army Guard is
paid quarterly. The Air Guard is paid by machine. At the present
time the Army Gusrd is pnid primarily on a manual basis, and is
moving toward machine payment.

Senator Byun. They are paid from a central source or locally?

Dr. Margs. Central for the Air Guard.

Senator Byrp. And locally for the Army Guard?

Mr. Scort. Yes; they are paid locally today in the Army. They
have plans to go toward a centralized system similar to that of the
Ajr Guard, nn«fit will be out of their finance center in Indirnapolis,
Their plans are to begin that later this year. I believe by December of
1974 is the first phase of their implementation of that.

Senator Byrp. Could you sum up very briefly, Dr. Marrs, one,
two, three, why you are opposed to this? Why is the Defense Depart-
ment opposed to this bill?

Dr. Margs. Yes, sir, I cover that in some detail in my statement
and I will go back to it.

Senntor Byro. T prefer not {o have the detail but T would prefer to
have the highlight, of it. '

Dr. Manns. Al right, sir. One of the principal peints is that the
Deportment. of Defense does not have any basis for an assumption
that the insurance covernge which is presently availuble to members
of the Nationad Guard conld provide more of & recruiting or retention
incentive il it were allowed to be purchased by an allotment.

Senator Bynp. [L wouldn’t be detrimental in any way, would it?

Dr. Manns. As fur as purchase by allotment is concerned 1 don't
think it would in uny way be detrimental as far as recruiting «f re-
tention is concerned; no, sir. On the other hand, administrative
difficulty and the cost of administering the allotment system is
significant and tho cost was the prirna:yuﬁxrust.

Scnator Byro. The primary reason that the Defense Department
has opposed it is because of thie cost?

Dr. Manns. That is right. :

Senntor Bynp. Tf the cost is paid for by the State associalions
would you have the same objoction?

Dr. Manrs. That is the roason that I made the Siment that
did il that wero included in the bill we feel quite a bit more com-
fortable about this, yes, sir. At the present time the payment is not
included in the bill. .

Senator Byro. Didn’t we understand from Senator Allen’s state-
ment, though, that the State sponsored program will pay tho adminis-
trative cost?

Dr. Margs. That. was in his statement; yes, sir.

: S(i;ll';wr Byro. What you are saying is if that is made a part of
the bill—

Dr. Manes. That is right.

Scenator Byro [continmng]. Which 1 assume is satisfactory to Sena-
tor Allen, then the objections of the Delense Department would be
removed?

Dr. Mangs. The primary objection being cost that would be removed.

Senator Byrn. Thank you.

Senator Taft?
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Seaator Tarr. Dr. Marrs, what is the nature of the additional
cost that would be required? Is it the securing of additional mnchines
or additional personnel or what?

Dr. Mangrs. I would anticipate it would involve use of additional
Porsonnel. As far as machines are concerned I know of no indication
or an increase in machinery. ' '

Mr. Scott?

Mr. Scorr. I am sure that the machines we have today have the
capacity to carry this out. Qur problem is that we have not made
provision for allotments in these systems the way we commonly
think about allotments, and there would be reprograming efforts that
would be required in order for us to accept nllotments to our Reserve
and Guard systems, and then we have used as a basis our experience
in Active Duty systems, and it tukes a certain amount of time and
cost to initinlly start an allotment and that we have to obtain certain
information from the individual member, we have to then keypunch
that information to establish it into a system, so that we can routinely
from there on mrke that deduction, and those costs are estimated at
$1 per start.

Then we also have the situation where we have changes, people
change their minds and want to either stop the allotment or there
are people in the process of getting into or out of the Guard, and we
consider thal a stop and a start and a change all taking about the
smne documentation cost about o dollnr ench. .

Then, for our machine time, our checkwriting, our accumulation of
the listings that would go with the particular payment we have used
u cost figure of 18 cents per month per deduction.

. S:;mt.or Tarr. Are you worried about this as a precedent of some
in -

Dr. Magss. 1 think that that was also covered in Senator Allen’s
comments, and any time that there is a step in this direction, why
there is o possibility of a precedent. There are other organizations,
National Guard Assocation of the United States, the Reserve Officers
Associntion, the Naval Rcserve Associntion, the Enlisted Reserve
Association, all of which have group insurance programs and there is
the question of equity, as you know. e}-_ L

Senator Tarr. Those ure all the questions, Mr. Chairman.

Senator Byrp. Thank you.

Dr. Marrs, do you foresce any problem in regard to Government
liability in the event that o mistake is made by the Government
and the Government would be linble if the insurance lapsed and a
person would subsequently die?

Dr. Manus. I have no doubt maeking such o mistako does oxist,
sir, and the area and the extent to which the Government could bo
held linble would have to be worked out in these rolationships with
the insurance companies. If 383 is enacted by the Congress the
administration can take appropriate steps, though, to require written
agreoment signed by aun individual member requesting an allotment
and the insurance company, by the insurance company, which will
receive paymont for tho premium and that would protect the United
States in the event of liability when through either a mistake or
through other action of the Government that the insurance lapsed
and tha nnlinv axnired. .
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Senntor Byrn. Thank you. -

Do 1 understand that the other witnesses, General Turnage, desire
to testify? Does anyone else desire to testify?

As T undorstond it there is not too much, too large an aren of dis-
ngreement, if any, between the Senator from Alabama and his col-
league from Alaiamn, the Assistant Secrotary of Defense, at this
point. s that about right?

In other words, 1 am assuming that the associations are prepared
to pay the cost and that is what:

Br. Margs. I think with that assumption: and particularly with
the anthorization written into the markup of the bill that it would be
something the Department of Defense could handle.

Senator BYyrp. Does that meet with your approval?

Senntor ALLEN. Yes, sir. I would hke to add just a few small
things. '

Wﬁwn I stated Lhat this would be without cost to the Governmont
that was the assurance that T had fromn the National Guard Associn-
tion. Also the wording of the bill states that the Department may do
that and it was my thought that in exercising that option that they
had they would have the right to make that requirement so I thought
the interests of the Government would be taken care of.

Also on the matter of the deductions from the guardsmen’s pay,
it might he that the gunrdsman, if he were taking another type of
yolicy nnd did not attend drills, say he would have nothing to pay
g insurance company with, under this plan, the National Guard
Associntion, the money would Le turned over to the nssociation and
they would, frequently do, carry the gusrdsmen an extra length of
time, conferring an extra benefit. and an oxtra safeguard on the guards-
man. So | think that this would give protection to the guardsmen
under this pln,

Semitor Bynn. Thank you, Senator Allen.

The committee will now be glad to hear Maj. Gen. Henry W.
lg\'chilhm, president of the National Guard Association of the U{lited
States.

Welcome, General.

STATEMENT OF MAJ. GEN. HENRY W. McMILLAN, PRESIDENT,
NATIONAL GUARD ASSOCIATION OF THE UNITRB STATES

General McMiwan, Thank yvou very much, Mr. Chairman, and
Senator Taft. _

Mr. Chairman and members of ‘the committee, I wish to express,
at the outset, the appreciation of the National Guard Association of
the United States for this opportunity to state our views on S. 383.
We strongly support the proposition of withholding from National
Guard training pay of premiums for insurance programs sponsored
by National Guard Associntions of the several States.

In recent years the State National Guard associations have grown
and become increasingly effective orgnnizations, working in support
of the National Guard organizations of the respective States. 'H:e.se
organizations work at State level very much as the National Guard
Associntion of the United States, which is my organization, wcrks at
the national level. Many of the State organizations publish informa-
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tive magazines, sponsor scholarship programs, support retention and
recruiting efforts. In many other ways they support their National
Guard and provide benefits for guardsmen and women in their States.

One of the benefits provided by most of these associations is group,
term life insurance. This insurance is offered at very low rates. The
State associatlions derive some income from such programs and it is
this which defrays the cost of operating the association and provides
t(,;le f u(;lding for many worthwhile programs which support the National

uard.

Guardsmen enrolled in the State-sponsored insurance programs
must make timely payments of premium by check or money order
mailed to the insurance carrier or the insurance office of the State
National Guard association. A simple procedure would be to deduct
the amount of the premium from the training pay due the individual.
The State National Guard associations are asking the Congress to

rant that authorization. S. 383 would g ve that authorization. The
glational Guard Association of the United States urges the sub-
committee to favorably consider the proposal.

We are convinced that active ang well-financed National Guard
associations at State level are State and community assets. Not only
do they support the active National Guard in many ways, but they
do, in most areas, involve themselves in State and community
programs.

A House-passed bill—H.R. 6574—which would authorize extension
of servicemen's group life insurance to guardsmen and reservists on a
full-time basis includes a seetion which would authorize withholding
of premiums for State National Guard insurance programs,

'l‘lle House-passed bill was referred to the Senate Commitlee on
Veterans’ Affairs. That committee has included in & broader piece of
legislation, dealing with insurance for active military personnel and
veterans, authorization for extending SGLIE to guardsmen and re-
servists on a full-time basis SGLI is now available to guardsmen and
reservists only while they are in training status. ‘The bill reported by
the Senate Committee on Veterans’ Affairs does not include authority
for the payroll deduction for insurance provided by State National
Guard associations.

It is our understanding that the matter of military pay allotments
is within the province oF the Committee on ArmedServices and for
that reason S. 383 is being considered here today. _

Full-time coverage of SGLI for guardsmen and reservists is sought
by Guard and Reserve commanders throughout the country who feel
it would be an effective incentive to retaining men in the National
Guard and would help in recruiting new members. We agree that it
has that potential. For that reason we cannot urge too strongly that
the Scnate act on the committee bill.

There is genuine concern that with the extension of SGLI coverage,
the State National Guard association-sponsored programs will go
into decline. This would, in our judgment, be a certamty if the au-
thorization for withholding was not granted.

Because of this and for the reasons I have cited above, Mr.
Chairman, the National Guard Association of the United States
urges favorable action on S. 383. It is in the best interest of the Na-
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associations, which this would help to assure.

Thank you very much, sir.
[Resolution No. 16 follows:]

tional Guard to continue to have active State National Guard

Resorvmon No. 16, NaTronarn Guaro Assoctation or THE Unitep States,
92p GeNenran Conrerency, Surremser 17, 1970, Susmirrep sy Mississiprl,
Auxansas, Micutoan, anp Missounr

Whereas, the National Guard Assaciation of the United States heretofore duly
andopted a itcsnlut.im\ relating Lo 2 program of deductions of Group life insurance
premiuma from pay of Nationn! (iuardsmen; and

Whereas, A number of State National Guard Associations now have in exist-
ence a program of life insurnnce, available to all members of the Army and Air
National Guard; and

Wherens, One of the major problems encountered in the administration of s~
effcetive life insurance program is that of collecting premiums from individu.l
nw(;ixbcrs and transmitting same to the appropriate State association or agency,
an

Whereas, Both the Active Army and tho Active Air Force have provisions
whereby individual members may make allotments feom their pay for insnrance
premiums payable to commereind insurance companies, such transactions being

- effeeted by their respective Finance Oflicers; and

Whereas, A sinilar provision permitting deductions from inactive duty train-
ing pay due individual Guardsmen, to cffect paymeut of premiwins for State
Assoecintion sponsored lile insurance programns and subsequent transmittal of
such premimins to the ageney eoncerned, by the respective Finance Officers,
wentld elimtnate a mnjor obstacle now present in such inswrance programs and
waould =erve ta stabilize programs now in existence and encourage establishment
of new programs in other States; and

Whereas, Such a provision would be in the best interest of the individual
Guardsman, and would add to the advantages of membership in the Army and
Air National Guard: Now, Therefore, be it

Resolved, That action be initiated to effect the changes to existing laws and/or
regulations to permit .individual allotment of National Guard inactive duty
training pay for payment of premiums to sppropriate Btate association or agency
for spousored Group life insurance programs, with subsequent transmittal of
allotted funds to the State association or agency concerned, by the respective
Finance Officer.

Senntor Byrp. You oigree, I assume, that the State associations
should pay the Defense Department the costs?

Genera] McMiLuan. Yes, I think that is, that seems to be, a fine
solution il

Senator Byrn. For administration.

General McMinuan {continuing]. To a possible objection to the
bill, yes, sir.

Senator Byrn. Senator Taft?

Senator Tarr. I have no questions.

Thank you very much, General.

Senntor Byrp. Thank you very much, General.

General MeMinuan. Thank you very much, sir.

Senator Byro. The committee will rge glad to hear Major General
Turnage, the Adjutant General of the great State of Mississippi.

General Turnage. Thank you, Mr. Chairman.

Senator Byrp. Mississippi sort of runs things around this Capitol
with Senator Eastland and Senator Stennis. {Laughter.]
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STATEMENT OF MAJ. GEN. E. A. BEBY TURNAGE, ADJUTANT
GENERAL, STATE OF MISSISSIPPI

Generul Turnage. Thank you for your fine comment. We appre-
cinte very much being here. I will not read the complete statoment.

Senator Byrp. Your stutemnent will be inserted in the record in full
and you may meke any additional comment you would like to make.

Generad Turnagk. 1 would like to say, not by way of a ology but—
I have been ncl.in% Fenerul for 2 ycars since the first of 1972 but—
before that time I have been connected with the National Guard
for over 25 years. During that time I served as a director, vice president
twice, and president once of the State associntion. I say that more or
less because I am quite familiar with the insurance program.

We started ours in Mississippi in June of 1964. In fact we were the
second State that started the msurance program. We originally offered
to our guardsmen amounts of $5,000 to $10,000. This progran. is a

- nonprofit program as are other States and has been so approved by

the Internal Revenue Service. All dividends for these are reinvested
to buy additional coverage for the Guard at no cost to him. Now
that guardsman who purchases $5,000, has $7,000 and those who
purchase $10,000 have $14,000 coverago.

Since June of 1961 we have paid 139 death claims and over $1 .-
642,000. Today in Mississippi we have about 7,291 guardsmen carrying
our lile insurance program. :

I can say as the A(Tjut,u.nt General I am proud of the record of the
life insurance prograni. [ am proud that 7,300, almost 7,300, Missis-
sippiuns carry this. I believe with payroll deductions which we, as a
nation, have become used to, that even more will take advantage of
the program which our association offers. :

It appears to me after Co an Montgomery mentioned I had
been a judge—and [ was for about 12 years—it sounded like a pretrisl
conference, Mr. Chairman, and I believe with this pretrial conference
we have it all settled.

I really appreciate the ogportunity of being here and thank you for
your consideration of this bll. % -

[The statement of General Turnage follows:]

Mr. Chairman, I am Major General E. A. Beby Turnage, Adfqutant General,
State of Mississippi since 1972 and a member of the Mississippi National Guard
fur the past twenty-five years. During this period I have served as Vice-President
of the National Guard Associntion of Mississippi and President of the Association
in 1967-1968. I am, therefore, quite familinr with the insurance program and total
operation of Lthe Association.

In Junec 1961 the National G::: ~'=tion of Mississippi established a life
insurance program for the membur: 4 =+ 17 -i=inpi National Guard which
would allow every guardsman who wished Lo ; - iife insurance protection at
a low cost. &

This lifc insurance program was set up at a time few benelits existed for Guards-

men.
Tho original program offered life insurance to ocur Guardsmen in the amounts

of: $5,000 or $10,000.
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The program is non-profit as are other states and has been so approved by the
Internal Revenue Service. All dividends from the program are reinvested to
purchase additional insurance for each Guardsman at no increase in cost to him so
that now a Guardsman who purchases $5,000 rrotection receives $7,000 and
those who purchase $10,000 protection receive $14,000,

Qur National Guard Assnciation of Mississippi life insurance program has been
in cffect asf previously stated since June 196). Since this period there have been
139 death claims paid to the beneficiaries of the deceased Guardsmen and the total
dollar amount of claims paid today is $1,642,000.

Oftentimes the Associntion Jife insurnnce was the only life insurance carriced.
The Association’s life insurance progrum filled a definite need and continues to
fHll an insurance need.

Todny Mississippi has 7291 Guardsmen carrying life insurance under the
National Guard Association life insurance program.

This program has meant much to us in the Mississippi Guard because {t filled
n need for our people and provided a service to the Guard while at the same time
it did not cost the State or Federal Government one penny.

The National Guard Associntion of Mississippi is most active in our recruiting
and retention efforts and in other programs which benefit the National Guard
and individual Guardsinen. )

As an Adjutant Generul, I can speak with pride concerning the Association’s
life insurance program. I am proud that almost 7300 Mississippi Guardsmen
carry this life insurance. However, if payments could be made on a payroll deduc-
tion bagis from Armory drill checks, we would have even a larger number insured.

Mr. Chairmian, I earneatly request your favorable consideration of 8. 383 which
will authorize not only our State National Guard Association to utilize payroll
deduction for payments of insurance premiums, but the other 27 States, as well,
who have similar programs,

‘Thank you.

Sengtor Byap. You didn’t suceeed Senator Stennis as o judge?

Genernl 'TurNaGe. No, siv; 1 was in south Mississippi as o chaneery
judee aid he was o cirenit judge up in worth Misstssippi. [t was in
different purts of the State.

Seaator Bypn, T notice from the addenda to the able Senator
from Alabama’s presentation where he lists the States involved in
this prograns, Mississippi and Alabama seem to utilize the program
more than any other States,

Is there any particulnr renson for thai? .

General Turnace. We would suny, Senator, Mr. Chairman, that
we are two good Guard States, Mississippi and Alabama. We have, if
I may sny, 107.9 percent of our authorized strength at this time.

Senator Byro. How are collections made? -

General TurNageE. Made by collections from the individual
guardsmen by the local unit after each drill check.

Senator Byup. What is the cost of making the collections?

General Tunnage. The cost is very nominal, what do you pay the
nn to collect for you? .

Major Lrwis. I am Maj. John T. Lewis, executive director of the
National Guard Association of Mississippi. The approximate amount
that we pay in costs for collection in a period of a year would be
upgroxlmutcly $2 a person. .

Senator Byup. What is the expense to the Guard association as a
sponsor of the Mississippi insurance })ro ram?

General Turnage. To the State of Mississippi?

Senator Byrn. To the Guard association. .

General TurNage. To the Guard it is self-sustaining. 1t doesn’t
cost the Guard association a thing, it is self-sustaining, it 1s nonprofit.
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Senator Byan. Some have charged that perhaps insurance com-
panies rather than the individual guardsmen would benefit most if
the Federal Government assumes responsibility for premium collection.

Would you comment on that point?

General Tunnace. No, sir, 1 don’t think so because, as I said
previously, I think we as a people are very accustomed to payroll
deductions and I think eech guardsman who takes it out and some of
them, by the way, do not have a bank account and it is paid some-
times in cash rather than by check for the ease of it. Every guardsiman
from Mississippi would love to have it deducted from his check each
month so he would know then what he took home and he wouldn’t
have to take $11 out of that or so much to pay it.

Senztor Bynp. Could a Mississippi guardsman retain his insuranee
if he transfers to the Guard in a gtute where no State-sponsored in-
surance is offered?

General TurNaceE. We have a certain provision in ours where hie
catlx. become 2 life member under certain conditions and carry his

olicy.
P Senator Byro. What arrangements would be made?

General Turnage. He would have to pay that direct to the
association.

Senator Byrp. Direct to the Mississippi association.

General Turnage. Mississippi association.,

Senator Bymn. I assume I,Rut, you concur in the view that the
legislation can and should be amended to specify that the State
Associations will pay to the Defense Department whatever adminis-
trative costs are invelved?

Genernd Tunnace. T fully concur in that. T personully thought
maybe they had the authority to do it anyway but maybe an amend-
ment would elarify it

Senator Bruo. Senator Taft?

Senator Tarr. 1 have no questions.

Senator Byrp. Thank you very much, General. Glad to have you.

Next we will call on Col. James Gamble, executive director of the
Alabama State Guard Association.

STATEMENT OF COL. JAMES F. GAMBLE, EXE®JIIVE DIRECTOR,
NATIONAL GUARD ASSOCIATION OF ALABAMA, ACCOMPARNIED BY
BOB RASNZENBACH, NATIONAL GUARD ASSOCIATION OF WASH-
INGTOR i

Colonel Gamsre. Thank you, Mr. Chairman.
Senator Birp. Glad to have you, Colonel Gamble.

_Colonel GamurLe. Thank you, sir. 1'am accompanied by Bobh
Rasnzenbach, representing the National Guard Associstion of Wash-
ington and, at the end of my testimony he might be able to anawer
some questions relative to the association that the committec might
desire. That is the State of Washington.

Mr. Chairman, I am Col. James F. Gamble, Alabama Army Na-
tional Guard, the executive director of the National Guard Associa-
tion of Alabama. I am appearing before your committee today in my
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capacity as chairman of the Committee on Legislation of the National
Guard Exccutive Directors Association of the National Guard asso- -
cintions of the several States in support of S. 383. I shall delete for
the purpose of brevity some of the pamgrnghs of my testimony.

Senator Byrp. Yes, your testilmony will be printed in full and you
enn summarize it if you wish.

C'olonel Gamnre, Very fine. Thank you, sir.

The purpese of thoe bill, of ceurse, is stated.

Authority for payroll withholding is essential to 28 State sponsored
group life mnsurnnce programs which have been providing in the ab-
sence of servicemens group life insurance low cost, high covernge
life insurance on a 24-hour gusis to the members of their Guard. State
Guard insurance progrmms cannot, compete equitably or survive with-
out the snme payroll deduction provision which is being offercd under
SGLI in the proposed legislation S. 1835 and H.R. 6574. As previ-
ously indieated TL.R. 6574 passed the House by & tremendous vote.

It has come to our attention that representatives of the Departinent
of Defense through letters and certain testimony have opposed the pro-
visions of 8. 383. As far as we ean nscertain, only the lgopart.ment of
Delense is opposed to S. 883, The State Nutionnl Guard nssoriations
and other proponents of S. 383 feel that Department of Defense oppo-
sttion s unjustified and has no sound basis,

Fhe position of the State associntions thal DOD's objections are
not basically souwd is further supported and amplified by House of
Representatives Report No. 93-142 (ILR. 6574) llouse Commitlee
on Veterans' Afluirs. T will not at this time read this particular state-
ment but it is in my testimony.

[u subsequent. testimony before the Senate Veterans’ Affairs Com-
mittee this same representative, as indicated in the previous reference,
stated the following DOD position and I quote:

At the time of my letter, the views I expressed represented a coordinated posi-
tion of the Iepartment of Defense. Since that time, however, there has heen an
opportunity to review in detail the procedures which would be required to admin-
ister such allotments and the cost which would have to be met by the services.

1t is rather difficult to understand how the coordinste position of
DOD could change so rapidly since the first positiop of not objecting
was evidently based on data presented to the Chief*of the National
Guard Bureau by letter of March 24, 1971——

Senator Bygro. Coloncl, if you would yield, I think that DOD has
worked the matter out, hasn't it?

Colonel GamnLe. All right, sir, yes, sir. If the Senator desires there
are sonie questions in here they are asking and T am trying to point
out we have maintained since 1971 that we would pay the costs of
the withholding, and maybe I can summarize it.

Senator Byro. I sssume that if the Defense Department is willin
to zo along with the proposal, and you are willing to go along, which
1 understand you arc '

Colonel Gamrue. Yes, sir.

Senator Byro [continuing]. To pay the administrative cosls.

Colonel Gannre. Yes, sir.

Senator Byrp. 1lave we not pretty well worked out the controversies
that. [)reviously existed before';)

Colonel Gansre. 1 yield to the Senator,




27

Senator ALLEN. Someo of the testimony might become inoperative.

_S:xmtor Byno. Very appropriate word. You may proceed as you
wish.

Colonel GamsLE. I think the chairman’s point is well taken.

I showed in my testimony which is written down, the costs by DOD,
and we would poy that and there is o standard schedule of rates,
charges for withholding at the present time. Thore are alse mechanics
on board or systems programed now which can be withheld.

[The statement of Colonel Gamble follows:]

Mr. Chairman, I am Colonel James F. Gamble, Alabama Army National
Guard, the Exccutive Director of the Nutional Guard Association of Alibamn.
I am appearing before your commmittee today in iny capacity ns Chairman of the
Committee on Legistation of the Nationnl Guard Exccutive Directors Assaciation
of the Nationnl Gunrd Associations of the Severnl States in suppert of S. 383.

8. 383 provides under Title 37, United States Code, that: “The Secretary of the
Army or the Secretary of the Air Force, ns the case may be, may allow a member
of the National Guard who is not on active duty to make nlf;nmo.nts from his
pay under scctions 204 and 206 of this title for the payment of premiums under
n group life insurance program sponsored by the military department of the
State in which such member holds his National Guard membership or by the
National Guard associntion of such State”. :

Authaority for puyvroll withhalding iz essenfianl to the twenty-cight State spon-
sored group life insurance ))mgrums which have been providing in the absence of
Servicemens Gronp Life Insuranee (SGLI low enst, high eoverage gronp life
insticnnee on o bwenty-four hour basis to the members of their Guard. State
Cuard insuranee programs eannot compete equilably or survive withant the same
payvrolt deduction provision which is heing afforded SGLI under the proposed
legislution 8 1836 and 11LR. 6574,

Langunge identieal to & 383 passed the House on 7 May 1973 as a part of
JT.R. 6574 by a vote of 342 to 1 and ix currently pending nction in the Senate.

It has come to onr attention that representatives of Department of Defense
(DoD)) through letters and certain testimony have opposed the provisions of
8. 383. As fur ns we cnn ascertain, only Department of Defense is opposed to
8. 383. The State National Guard Associations and other proponents of 8. 383
feel that Department of Defense opposition is unjustified and has no sound basis.

The poeition of the State Associstions that DoD's objections are not hasically
sound is further supported and amplified by House of Representatives Report
?Io. 9{3—132 (IL.R. 6574) House Committee on Veterans Affairs which states and

uote:

q‘ln his testimony in the henring on this bill the Deputy Assistant Secretary of
Defense (Reserve Affpirs) recommended deferral of this provision without preju-
dice, until the Department has adequate time to study its ramifications and ascer-
tnin the cost of such a program. The Committee takéw riote, however, of the fact
that in o letter of December 29, 1972, to the President of the Nationsl Guard
Association of the United States this rame official cxpressed the view that ‘We
do not eppose nuthority for withholding from drill pay, on a voluntary basis,

remiums for commercial life insurnnce programs such as that sponsored by

GAUS and a number of the State Associations.” Obviously, the implementation
of this provision will require the development of certain administrative procedures;
however, there nre n number of permanent provisions of law containing broa.
nuthority for the allotment of pny of servicemen for many purposes and the
Cominittee is not l)crsundcd that there is any sound basis for a deferral of nction
on this provision.’ ‘.

In subsequent testimony the Scnote Veterans' Affairs Committee this same
representative, Dr. Theodore C. Marrs, stated:

oD Position: ““At the titme of my letter, the views I expressed represented n
coordinated pusition of the Department of Defense. Since that time, however,
there has been an opportunity to review in detail the procedures which would be
required to administer such allotments and the cost whieh would have to be met
by the services.”

Guard pasition: It is rather difficult to understand how the coordinated position
of DOD could change so rapidly since the first position of not objecting was
evidently based on data presented to the Chicf of National Guard Burenu by
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letter of 24 March 1971 and subsequently to the Deputy Assistant Secretary of
Defenso (Reserve Affairs) by letter of 23 May 1972 from the National Gunrd
Association of Alabama on behalf of thirty-nine States requesting authority for
payroll deduction.

‘These letlers seb forth specific reeomme-sndations of collection procedures which
were the result of enordinated effort of the several states and their Army Finance
Olficers who pay Army Guard Drill payrolls. The recommendations would require
nao change in and would utilize the existing Army Finance System Procedures then
currently in ‘clfect. The elfect of the new Joint Uniform Military Pay Sysatem
“JUMPS"” were also considered. “JUMPS” payroll procedures will greatly
enhance the ‘allotment ability as the “JUMPS"” system program would be the
same for the National Guard as well as the regular forces. This uniformity is the
purpose of “JUMPS"™.

Further, both letters were specific and clear that the burden of administration
and that payment of cost of eollection would be bourne by the States and not the
Federal Government,

DOD position: *“Figures obtained from the services and reviewed by the Office
of the Assistant Secretary of Defense (Comptroller) indicate that the normal cost
of starting ar stopping an allotment for insurance is one dollar (§1) for each action.
The cost of the monthly withhnldinx is about eighteen cents ($.18). Based upon
the April 1973 end strength of the Army National Guard and the Air National
Ciuard (428,748) the initinl enst of the allotment provision could be as high as
$428,748 with monthly sustaining costs of $77,175 plus the added cost of stopping
allotiments which may be cancelled and any other stop/start actions created by
turnover in Guard q‘ersonnel."

Guard position: The figures indicated by DOD are cost factors only and the
funding ar payment of these costs are the responsibility of the State administering
agency, nol the Federal-Government. Authority and programs to withhold from pay
and the :prescribed service charges currently exist within the Army Finance
System. "The Guard asks for the same privilege as indicated by the following
current regulations.

DA Message No. 890967, Subject: ‘‘Employce Allotments of Puy for Savings
(Public Law 90-365)"’ dated 18 December 1968 provides:

Puragraph 13, Service Charge. Sub-paragraph a. **The Government's cost in the
administration of Lhese procedures will he reeovered by each Finance and Account-
ing Oflice: on the basiy of standard (Goverminent-wide) rates. The total service
chinrge applicable to a remitlance to o linancial organization will be satomatically
colfected from the financind organization by deddetion from the tolal amount Lo be
remitted (paeagraph 6). The standard rates are: (1) Six (6) cents for ench payroll
deduction stated on the listing which is Lo accompany the aggregate remittance,
plus (2) Twelve (12) cents for each remittance, a3 a single charge for the entire
. listingl acc(t‘)t'npanying the remitiance, regardless of the number of payroll deduc-
tions listed.”

C-20, AL 37-105, Section VI. Voluntary Allotments for Payment of Dues to
Linplovee Orgnaizations provides:

Poragraph 10-112, Policies, Sub-parsgraph a.: *An elﬁble‘bmployec organi-
zation, wpon compliance with the procedures prescribeti in FPM 5§50-6, 10 October
1963, will be nccorded the right for ita members who are eligible employees to
make voluntary allotments from their pay for the payment of their dues to such
organizations.’

Purngenph 10-113. Allotments, Sub-paragraph e.: “Fee for Service. Each
employee organizntion will bo charged n fee in the amount of $0.02 for cach
dt‘(lllcl.inn from an employee’s palary.” |
A4 indieated by the above regulations, the Federal Government recovers the
cost of administration of all allotments from the organisations to which the
allotments are paid utilizing a prescribed atandard (Government-wide) rate.
Therefore, regardless of whatever the total initial cost e;lua cost of subsequent
withholdings 'is determined to be—the net cast to the Federal Government is zero
and the organization receiving the allotment %nys the ecost.

The State Associations who administer the State Programs have maintained all
slong that they will pay the cost of auch withholding to the Government, and
agree that the cost of withholding ($1.00 to start and $1.00 to stop and $0.18
each withholding) as stated would be ncceptable.

DoD pasition: “In addition to the basic costs of allotments from National
Gunrd pay, the establishment of insurance allotments for Guardsmen could
create several distinct problems. Should & Guardsman miss one or more unit
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troining assemblics and reducc his earnings below the amount of the allotient,
there arises the possibility of an overpayment. Should the Guardsman make his
own cash payments to the systemn to offset such overpayment, it would cost
approxinately sixty cents ($0.60) additional for each collection. It would be
necessary to design, implement and maintain a sub-system of the sllotment
system, just to cope with such Y‘rublems.” :

Guard position: Payroll withholding for National Guard Programs by Finnnce
Officers will be on a “hill or kill"”’ basis. This "'fill or kill"” coneept is not new ta the
Finance System as noted by the é)rcscrihed policy sct forth by DA Message
890967, Paragraph 4, ‘‘Policies’”, Sub-paragraph b, as follows:

“The amount of salary or wages becoming due an employee for any pay period
after the cffective date of the allotment(s) must be sufficient to cover the amount(s)
of the allotinent(s). In making this determination, all payroll deductions otherwisc
required will have priority over the allotments of pay for savings account. If the
net pay duc after applying all payroll deductions otherwise required is less than
the amount of one nllotment of 'pay authorized by an employec, the allotment will
will be automatienlly nullified for that particular pay period. If the net amount
is insufficient to cover the aggregate of two authorized allotments, both will be
automatically nullificd for that pay period, without attempting to choose between
them even if the net pay might be sufficient to absorb one.”

"“he Federnl Government would have priority over collections. The Stute
adniinisiering agency would then handle premium collections on a local level with
the individual with insufficient pay, thus, insuring continuation without jeopardy
of his life insurance rrctection and no liability .to the United States Government
for failure to withhold premiums.

A new program to handle Guard withholdings would not have to be developed
since State programs are operated the same as Veterans Administration and would
use the same allotment withholding procedures developed by the Veterans Ad-
ministration in their administration of Servicemens Group Life Insurance (SGLI).

Veterans’' Administration Administrator, Mr. Donald E. Johnson, in a letter to
Honorable Willinm Jennin% Bryan Dorn, Chairman, House Committee on
Veterans AfTairs, (Ilouse of Representatives Report No. 93-132, Page 5) and to
Honorable Vinee Hartke, Chairman, Senate Committee on Veterans’ Affuirs,
(8enate Report No. 93-723, Puge 42) cites the method of colleetion of premiums
from individual participants’ as follows:

Thepremim charges for members of the Reserve eligible for filltime covernge
under t,m bill (sther than members nssigned to the Retired Reserve) will he con-
tributed from the appropriation made for active-duty pay of the uniformed service
concerned. Any amounts so contributed on behalf of an individual shall be col-
lected by the Seeretary coneerned from such individunl (by deduction from pay or
otherwise) and shall be credited to the appropriation from which such contribution
was made.”

The above proecdurcs are currently in effect nnd the burden of accommadation to
the existing Army Finance System procedures and programs would be the respon-
sibility of the State administering agency for Guard insurance programs nml not
the Army Finance Officer.

DoD position: “It is the opinion of the Department of Delense that the cost of
installation and operation of a avstem far administratioy of the ndditionnl State
National Guard allotment would outweigh any advanthpé ns a recruiting and
rcetention incentive.”’

Guard povition: One wonders just how valid the opinion of the Department. of
Defensc in in this matter sinee they have spent considerngle time in trying to show
that SGLU nnd low cost insurance will be o reeruiting and retention incentive nnd
then with tongue in cheek say that the snme progeam, with the same eotlection cost
and procedure which twenty-cight States Imvc%xccn providing (kome in execess of
ten years) has little advantage as a recruiting and retention incentive.

r. Chairman, 8. 383 will not open up drill pay to numerous and sundry allot-
ments. To allevinte DoD’s concern in this aren, the bill is specific in its limitations
for withholding from National Guard drill checks for State approved group
insurance programs.

The administrative agency appointed or designated by the Military Depart-
ment of State operates and conforms totally under the rules and regulations of the
State nnd its activities are audited to insure that they are in conformity with State
Statutes. This onc designated nfncéy performs the similar functions of the Veter-
ans Administration. Because of the dual status (State-Federal) of the Guard this is
thg only reserve component that has this type of insurance program in existence
today.
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In summary, Mr. Chairman:

1. There currently exists within the Army and Air Force Finance system
the necessary procedurcs and data pmceusinﬁ pro s required to affect an
nllotment/withholding from National Guard drill payroll checks. Further,
these procedures have been verified as workable by ench Finance and Account-
ing Officer paying Army and Air Guardsmen.

2. Any objection by {)nl) to the cost of starting, stopping and subsequent
nllotments are ncademic and irrelevant as far as the Federal Government is
concerned, since the desi{nntcd State Guard insurance administering agenc
or organization will pay fully the cost determined or prescribed and set fort
by the current standard (Government-wide) rate schedule for withholding.

3. The bill is specific in its withholding authority and does not open up
drill pay to numecrous allotments.

4. Most importantly, State National Guard insurance programs must have
pn_\iroqll .'lllllonncuts to atlow existing State programs to compele equitnbly
with SGLI.

Sinee 1735 the Guard, in pean: and war, has developed and maintained the
tradition of defending colonial Ameriea, the United States of America, and pro-
viding for the welfare of its members. The National Guard needs the provisions
of 8, 383 in continuing its tradition.

Mr. Chairman, we most respectfully ask your committeo’s assistance in our
endeavar by providing a favorable report leading to an early enactment of S. 383.

Senator Byrp. Let me ask you a couple of questions if I may.

Colonel Gamnre. All right, siv.

Senator Byrn. How long has the Alnbuma Guard Associntion life
insurnnee progeam been in effect?

Colonel Gavunei, 1t was started in JJulv 1963, sir.

Senator Byrp, Why do vou feel that Alnbama and Mississippi have
utilized this program more than any of the other States?

Colone! Gansiie. | eannot speak for the other States, sir, but we, in
Alabama, feel you have s certato responsibility to the individaal soldier
him<ell to provide for his welfare and if you provide for his welfure
then yon will have him a long time. And [ might add that the strength
of Alubama is 99.7, the lnst aceount 1 had; we were, just have been,
reovganized and they gave us 1,500 more bodies on January 1, so we
are in good shape.

We contribute not necessarily to the insurance program but if you
take care of the man’s welfare then he will be loyal and stay with you,
and that is basically what we are saying.

Senator Byro. What is the extent of coverage of gyardsmen?

C'olonel GambLe. We have three basic coverages, a $5,000 basic,
a $10,000 basie, and a $15,000 basic. On the first 10, either 5 or 10
we will give him after 2 years of participation a 50-percent incrense
in roverage al no additional cost. So for the $10,000, the premiumn
cost is $11 per quarter. After 2 years he had $15,000 worth of coverage
still at $11. I he takes a third five this gives him $20,000 al $16 a
quarler.

Senator Byen. So he could go up to $20,000?

Colonel Gasnue. If he takes $15,000. We give him the first 10
free, this gives him a total of $20,000.

Senator Byap. 1low do your rates compare with other commercial
insuranee in servicemans life insurancs?

Colonel Gampre. SGLI, sir?

Senator Byep. Yes,

Colonel Gamsre. On the proposcd 1835 the premium is $10.65
for $20.000, that is a quarter. Qurs is $16 now. With payroll deduction
and with our contract that we have we feel within 3 years with payroll
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deductions we will have $25,000 worth of coverage and we will get
SGLI rates. : '

Senator Byrp. And that is after paying the administrative costs
to the Department of Defense?

Colonel GamBLE. Yes, sir, :

Sir, the chairman asked the question, I think of another witness,
‘ basically what do the insurance companies get out of it?

Our contract is this: We pay our carrier, which happens to be
Protective Life of Birmingham, 7 percent of gross premium. This is
oll the retention that they get. The rest of the moncy comes back
into the prafram to pay claims, to use as reserves, to administer the
program and to provide additional bencfits.

Senator Byun. Does this particular insurance company specialize
[ in group programs for the Guard?

olonel GamBLE. It has all types of insurance, both group, ordinary,
combination, different types.

Senator Byrn. Can you provide documentation to support your
position that your State program would suffer if allotments are not
i approved?

Colonel Gampre. Yes, sir, T think T could provide documentation
and 1 could give you an example. Under the provisions of SGLI
the individual has coverage unless he actively says “No”” I don’t want it.
e must <ign it. Wherd a8 new man comes into the unit, and the re-
craiter av the technician who signs him up says, “You have SGLI
unless vou doi’t want it and it 1= roughlv $11 a quarter for $20.000.
| The Guard has a program, and it is going to cost you $16 and you
' are going to have to pay this out of your pockel,” he is going to take
the caxy way oul beeause You don’t have to sell him SGLI. So, con-
sequently over the years we will not be getting the young people to
keep our level premium set, and we will have to go up on the older
premiums. So we just can't compote without payroll deduction.

Senator Byap. What legal or administrative problems has the
Guard experienced in administering this State program?

Colonel GambBLE. None, sir.

Senator Byro. What would be the mechanics for the Guard to pay
the Federal Government the cost of the aligtment program? Would
you bo billed by the Government? :

Colonel Gamnre. Under current existing regulations, which are
cited in my testimony, the finunce officer would withhold from the
amount that he retains from the individual’s pay the cost of such
collections as determined by the standard rate or as determined by
the proposed amendments we are talking about.

Senntor Byrn. Maybe I should ask Dr. Marrs how heenvisions
how that would be handled.

Colonel Stewart. Senator, Dr. Marrs had to leave. T ari1 Colonel
Stewart.

Senator Bynn. Colonel, you can answer it.

Coloncl STEwWARrT. I am sorry, I didn’t understand the guestion.

Senntor Byrn. What would i)e the mechanics for the Guard to pay
the Federal Government the administrative costs? How would you get
the money from the State associntions? .
i Colonei STewART. From the Guard associntions. I will have to defer
to mv financial expert, Mr. Scott.
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Mr. Scorr. We presently have a similar situation in civilian arcas
whereby we collect union dues, for example.

Senator Byrp. You are not concerned then?

Mr. Scorr. No. :

Senntor Byup. There is u mcthod for doing it?

Mr. Scort. Yes.

Senator Bynp. There is no problem.

Mr. Scorr. In that case when we remit the amount of money to the
nnion, along with a listing of all of the personnel for whomn we have
collected dues, we have n deduction so much per member and wo take
that off of the amount that we remit to them. So, we have our money
befare they huve theirs.

Senntor Byno. Fine. Thank you.

Just one other question. When you speak of costs, Colonel, do you
menn the original changeover or (i:) you mean the maintenance alter
_ the initial changeover, or both?

Colonel GaMBLE. Any costs.

Senator Byro. Any costs involved.

Colonel GamBLE. Any costs, yes, sir.

Senator Byrp. Senator Taft?

Senator Tarr. Thank you, Mr. Chairman.

Is thero any possibility that insofor as the National Guard is con-
g%rllj[(!{ that taking this step would result in adverse selection against

Colonel Gampsre. Adverse selection within the Guard?

Senator Tarr. No, adverse

Colonel GamuprLe. Agninst SGLI?

Senntor Tarr. Yes.

Colonel Gamnre. No, sir, T don’t think so. I think, with the con-
venienee of payroll deduction thut we would have in exeess of 90 per-
cent purlicipnting in the Guard program and 99 percent in the other.

Senantor 'Tarr. Neither are exclusive of the other in your opinion?

Colonel GambLE. No, sir, because both are low cost and we would
like to have and I think most of our people would like to have instend
- of $20,000 under SGL.I $40,000 low cost. And this would be no prob-
lem and I foresee none.

The thing we keep coming back to is we can compete with the
strength of payroll deduction even though our premium ig higher. The
individual will take it. :

Senator Tarr. When you say you are competing it sounds as though
it is ndverse. It hadn't occurred to me particularly that it was. But——

Coloncl GamsLe. We are competing

Senator Tarr. But when you say you are competing it means they
are going to take one not the other.

Colonel Gamsire. Because of convenience sake. We cannot compele
with the convenience, not the insurance. v

Senator Tarr. Competing for manpower you mean? .

Colonel GampLe. No, sir, we are competing with the convenience
of 0 method of payment. We have n number of guardsmen who do not
have bunk uccounts, they come to drill, they don’t have money, and
some guardsmen, some young guardsmen would desire the insurance
and quite frankly need it, their families need it but they will get their
check and spem{it and then they won’t have any money to pay the
msirance.
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Senator Tarr. How long after quarterly due dute for premium
would your policy in Alabama go before you have a lapsa?

Colonel Gamsri. The standard is a 31-dey period, but if they
haven’t got their drill check and haven’t drilled after they get their
check then they are covered.

In other words, through our funds, the {fund itself covers these in-
dividuals with the carrier, with an agreement with the carrier.

Senutor Tarr. How long do you carry them?

Jolonel Gamnui. Sir? :

Senator Tart. How long do you carry them?

Jolonel GamnLe. We carry them until they have had this drill or at
lenst 31 days or in some cases it can bo up as far as 60 days, Sixty days
past the end of the beginning of the quarter.

Senator T'arr. Would SGLI deductions have priority over Guard
insurance deductions if tho pay was insufficient?

Colonel GamsrLE. Yeos, sir; the Government would have priority
over colleclions.

Senator 'Tarr. Genernlly speaking, what veriance is there in pre-
miums and other factors among the 30 States that have such programs?

Colonel GampLE. Sir, just generally both will average approxi-
mately 30 cents per 1,000 per month. It will range from that to 30
to 45 cents per 1,000 per month.

Senator Tarr. Thank you very much.

Senator Byno. Thank you, Senator Taft.

Just one question, I guess I should ask Mr. Scott this: when the
legislation is amended, as I understand it needs to be to take care of
the administrative costs, you would need, the legislation would necd,
to specify the State associalions and not the State of Mississippi or
the State of Alabamna, is that right?

Mr. Scorr. You mean list?

Senuntor By, As to who would be respounsible for the costs,

Mr. Scort. | nin not sure it needs to be amended for that particular
part. I think the part that authorizes those particular organizations
to reccive Lhe meroll deductions, if the amendment included a pro-
vision that said:

Those orgarizations who are obtaining the payments from these deduetions
are the organizations that will reimburse the Departmont of Defetts for the serv-
ices of maintaining the deduction would be sufficient. :

Senator Byro. Thank you. Thank you very much, Colonel.

Colonel Gamsre. Thank you, sir.

Senator Bynn. The next witness is Col. William W. Gresham, Jr.,
president of the Mississippi State Guard Association. Welcome aboard,
Coloncl Gresham. v

STATEMENT OF COL. WILLIAM W. GRESHAM, JR., PRESIDENT,
NATIONAL GUARD ASSOCIATION OF MISSISSIPPI, ACCOMPANIED
BY MAJ. JOHN T. LEWIS, EXECUTIVE DIRECTOR

Colonel Gnresnasm. Thank you, Mre. Chairman, and Senator Taft. |
apprecinte the privilege of leslilying before you toduy. 1t is real short.
ir. Chairman, I am William W. Gresham, Jr., president of the
National Guard Assaciation of Mississippi. 1 am a civilian soldier and
am not a full-time technicinn. I have taken off from my personal
business to come to Washington to testily before you.
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I can speak quite frankly conceming what the association’s life
insurance ﬁas meant Lo our guardsmen becnuse, for the past 4 years,
I have served as commnndig officer of the 1st Brigade, 30th Armored
Division, Mississippi ARNG with over 3,000 men in my command. I
have been personally involved in many situations where the only life
insurance carried by a deceased guardsman was through the associa-
tion’s program. I know from ‘the personsl experience of delivering
claim checks what this insurance has meant to wives who lost a hus-
band, children who lost their Iather, or mothers and fathers who lost
a son,

The National Guard Association of Mississippi’s life insurance
program has always been considered a recruiting and retention incen-
tive. In (act, all the recruiting information published list insurance as
a prime and viable incentive.

While there are almost 7,300 Mississippi Guardsmen insured for
Gunrd Association life insurance, if we hadpthe esse of payroll deduc-
tion from armory drill checks, which SGLI has, then others who find
it difficult to pay on a scheduled basis would join this program. I
know this to be a fact. Our people request and desire pnyrolrdeduction
for their life instrance.

As General Turnage stated in his testimony, our Guard aessocia-
tien's life insuranee has paid death claims to 139 families in the
smount of $1,642,000 aver a 13-year period. This program has served
and continues to serve our people. I shudder to think what would have
hnppened to some of these families without the benefits they received
from our program.

Mr. Chairman, I respecifully ask you to give favorable considera-
tion to S. 383 which will authorize, not only the State of Mississippi
Guard life insurance program to have payroll deduction, but the other
27 States, as well, who aﬂo rovide this service to its members.

We do not ask for anything but that which is fair and equitable.
Wa are not asking for a handout. All costs will be paid by our asso-
ciation. We now have the ‘‘one Army concept” or the ‘“total force

licy.” 1et the Guard enjoy the payroll deduction or allotment
enture that the regulars have. Let's K)lﬂ)w the “one Army concept'.
Let our programs continue to be effective by authorizing payroll
deduction for state sponsored National Guard %fe insurance pro-

rams.
8 Senator Byro. Thank you very much.

Colonel Gresnam. Thank you.

Senator Byro. Senator Talt?

Senator TAFT. I have no questions, Mr. Chairman.

Colonel Gresuam. Thank you.

Scnn:,or Byrp. I believe the subject has been rather thoroughly
covered.

Sencgtlor Allen, do you have additional comment?

Scnator Avren. No additional comments, Mr. Chairman. Thank
you, Mr. Chairman.

Senator TArt. Thank you, Senator.

Senator Allen. I would like to make a request back of you, if you
would include me as a cosponsor.
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Senator ALLEN. Yes, sir, thank you, I sure would.

Senator Byrp. Thank you, gentiemen.

Colonel Gresnam, Thank you.

Senator Byrp. The committee will meet end go into executive
session. o .

Thank you, gentlemen.

{Whereupon, at 3:45 p.m., the committee proceeded to other
business.] o .
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93p Coxeness SENATE ' N Rcrory
2d Session ! . ' No. 03-769

AUTHORIZING ALLOTMENTS FROM THE PAY OF MEMBENLS OF
THE NATIONAL GUARD OF THE UNITED STATES FOR GROUP
LIFE INSURANCE PREMIUMS AND FOR OTHER PURPOSES

- Araaz 8, 1074.—Ordered to be printed

Mzr. Brro, from the Committco on Armed Sorvices,
submitted the lollowing

REPORT

[To accumpany 8. 353)

The Committee on Armed Services, to whiel was veferved the hill
(5. 383) to wnend chapter 13 of title 37, United States Code, to
authorize allotments from the members of the National Guurd of the -
United States, who are not on active duty, to make puyment for
group lile insurance premivms and for other purposes, having cous
ridered the swue, reports fuvornbly thereon with amendments and
vecommends that the Lill as winended do pass.

COMMITTEE AMENDMENTS _ .
1. On page L, line 7, insert “(n)"" immediately belore “The’ This
is a technieal nmendment to provide a transition Jor the muin portion
ol the wuendment. e :
2. On page 2, line §, strike out the period and the quotation marks
and insert m lieu thereof the following:

il the State or asociation concerned has agreed in writing
to reimbuarse the United States for all cozts incurved by the
United States in providing for such allotments. ‘The amonnt
of such costs and procedures for reimbursements <hall be

. determined by the Sccretary of Defense and his deterina-
tion shall bo conclusive. All amounts of reimbursements for-
such costs reccived by the United States {rom the State or

_ association concerned shall be eredited to the appropriations
or funds against which charges have been made for such
costs,

pu-010




4. On page 2, between lines 5 and 8, insert the following:

B )

(h) The United States shall not be liable for any losses or
damages sulleved by any person as the result of any error
made by any officer or employee of .the United States jn
admini<tering the sllotinent program authorized nnder sub-
section (a).

4. Amend the title so as to read:

A hill to autharize allatments from the pay of membera of the Natinnal Guard
of the United States {or group life insurnnee premiuma,
|
PURPOSE OF THE BILL

The purpose of this bill would be to allow the Seeretaries of the
Army and Air Foree to permit allotments from the pay of members
of the National Guard, who are not on active duty, to make payment
for group life isurnnee premiums of programs sponsored by the
state military departiment or stule associations of the Guard.

EXPLANATION OF THE AMENDMENTS

L. The i<t amendment is technical in nature nd does not change
the meaning ol the hill. . :

2. The secoml amendment provides that the state milicwy depnrt-
mwents or state assaeiations of the National Guand would be respon-
sible to the Federal Govermment for the vost of administering this
prourim,

B The thivd amendment provides that in administering the sllot-
ment pravision the United States would not be liable for any dainages
arowing out of this adntinistrative function, : A

4. The fourth amendment. chanwes the title of the bill to express
more clearly its purpose.

EXPLANATION OF THE BILL

This hill provides new law in that it wonld permit the Service
Secretaries of the Avmy and Air Foree 1o rstn';lish sn nllotment
svstem for members of the National Guard if vequested by the sep-
avade <tates for the parpese of paving group lifo insorance premiums
gpemsored by the state milivary department or the state Guard Asso-
clntion. N -

However, no Guardsiman would be requiged as amatier of law to
Lake the state or Guard Assosintion spon:-orcd lile insuranee or to use
the allotment provision provided for in th'y legislation.

With the expected extension of the Ser -iecmen’s Group Lile Tnsuy-
pieee (SGLD progrom 1o certain mientbers of the Re-crve and Guard
the Conunittee felt the allobient piavisioa was justified for the state
Grard programs. .

Under SGLL pavments for Hife fosur: née will bhe antonmmtic for
certuin wembers of the Guard and Re 2rve by pavroll dedurtion
unless the indivildnal declines voverage in writins.

Fhus, by providing the allotient provis.on for the Guard sponsored
programs the Commitice hus placed the:.2 programs on u relatively
equa! competilive basis. The Guardsman would have the convenience




of a pav deduction for this Guard sponsored life insurance progium
just as he would for the Federal Government sponsored §ife insuranee
prowran.

HACKGROUND

The unique nature of the National Guurd, being a ual agenev
under control of the State Governor unless mobilized by the Federal
Government, resulted i the Guard in some ~tates establi<hing their
own grovip life insurance programs.

Group ltfe insurance progeams, under the ~ponsorship of the state
military department or state Nationnl Guard A=socintions, hiave np
10 the present provided the only life insuranee coverage to Guards-
mea heewuse u(’ theie wembership o the Guard.

Guard witnesses testilied that these programs conld not surviva
in competition with the pavroll deduction to be offered by SGLIL
Testimony during the hewings also revealed that some of the funds
generated by the state or Guard Association backed programs are
used Lo promote and strengthen the National Guard in an overall way,
This support for the Guard in states with active group life insuranee
prozrams would be reduced if SGLI drives the state supported pro-
srams oul of business, -

However, in approving the bill the Committee took the position that
cost of such an extension should he bhorne by the state sponsors. The
Committee also took the position that the Federal Government shonld
be excluded fram any liahility in administering the program.

FISCAL DATA

"The Committee bill as amended would result in no increased budget-
ary requirements for the Department. of Defense.

DEPARTMENTAL POSITION

The Department of Delense favors enactment of this legislation as
fndicated helow,

Guxenar, Coussen oF THE DepantvenT oF DEFENSE,
Washinglon, 1).C., March 28, 197},
Hon. Joux O StExxis,
Chairmnan, N\rmed Services Cammitice,
U.S. Senate, Washington, 1).(". LI

Dean M. Ciatryiax: Referonee is made 1o 3. 383 and the hearing
held by the General Legistation Subeommitiee on Mareh 22, 1974,
Pursuant to the reflarenced hearing, the Department. of Defense has
reconsidered its position with vespeet to S, 383, a hill “T'o enconrage
persons to join and remain in the Rexerve and National Guard by
providine full-time coverage under Servicemen’s Group Life Tnsar-
ance for such members and cevtain members of the Retived Reserve
up lo age <ixty.”

The Dapartiment. of Defense would interpose no objection to the
enactinent of S. 183, subjeet to its munecndiment to insert alter “State”
on line 5, page 2 of the bill, “if the State or association concerned nas
agreed in wriling to reimburse tha United States for all costs incurred

S.I. 769
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by the United States in providing for sneh allotments. The wnount,
ol such costs and procedures for reimborsement shall Lo detormined
by the Secrctary of Defense and his determination shall be conclusive.
Al amonnts of reimbursement for such costs received by the United
States from the State or association concerned shall be credited to
the appropriations or funds against which charges have been made for”
such cos1s.” c

The Oflicoe of Management and Budgot advises, that from the
standpoint of the Administration’s program, there is no objection to
the presentation of the report for the consideration of the Conmittoe.

Sincerely,
L. NiEDERLEUNER,
For Marnin R. Horruan.

Iy ra3u
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PUBLIC LAW 93-289 May 24, 1974
Title 37 United States Code, Section 707

(Authority for Payroll Deduction of Life Insurance Premiums, ONLY,
from National Guard Drill Pay)

§ 707. Allotments: members of the Nationnl Guard

{a)! The Secretary of the Army or the Secretary 2f the Alr Force,
as the case may be, may allow & meraber of the Natioa:il Guard who is not
on active duty to make allotments from his pay under sections 204 and
206 of this title for the payment of premiums under a group life insur-
ance program sponsored by the military department of the State in which
such member holds his Natiopal Guard membership or by the National
Guard association of such State if the State or asaociation concerned has
agreed In writing to reimburse the United States for a'l costs incurred by
the United States in providing for such aliotments. The amount of such
costs and procedurss {or reimbursements shall be determined by the Sec-
retary of Defense and his determination shall be conclusive. All amounts
of reimbursements for such costs received by the United Stotes {rom a
State or an association shall be credited to the approgpriations or funds
ageinst which charges have been mace for such costs.

Added Pub.L. 93-289, § 11(a), May 24, 1974, £%- Stat. 172.
1 8action enacted without s subsec. (b).

Liabllity of United States for Losses or any error made by any officer or em-
Damages. Becuon 11(b) ot Pub.L. 83-289 loyce of the United States in sdminis-
provided that: "“The Uaited States shail {ering the ailotment progrem lumonzed
not be liable for any Josses or damages undef sgbsection (a) [this section].”
suffered by any pervon as the resuit of

In a Jetter signed by H.H. Kraft, Jdr., Deouty Assistant Secretary of Defense,
dated 4 Oct 1985, ne states that:

“We (DOD) reviewed 37 U.S.C. 707 and determined that the statute
permits only group life insurance premium allotments from the
pay of National Guard members. An allotment for any other
purpose is not authorized under the statute. The 1egislat1ve
history from Senate Report 93-769 authorizes allotments 'to
make payment for group life insurance premiums and for no other

. purpose. "




OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE )
WASHINGTON. D.C. 20201

COMPYROLLER

| ¢d JuL 1976
(Management Systems)

Col. James F. Gamble
National Guard Association
of Alabama
1675 Montelair Road, Suite 102
Birmingham, Alabama 35210

Dear Col. Gamble:

At our last meeting in the Pentagon, we discussed the recent cost

studies on adequacy of fees charged for allotments for premiums for
National Guard Life Insurance.

It was agreed that the cost study showed that the actual recurring
cost for continuing deductions amounted to $.01 a month for members
of the Army National Guard and $.05 a month for members of the Air
National Guard. In addition, the cost st&Hi showed that the recur-

ring cost of a start/stop/change is $.83 in the Army and $.96 in the
Air Force.

It was also agreed that you would provide us with a recommendation

on how the Guard Associations would prefer to "pay off" the un-
recovered portion of the costs Army and Air Force incurred in setting
up the system. In reviewing the data to arrive at the method you
recommend, please bear in mind we are anxious to recover this cost as
soon as possible. Since we understand that you share that concerm, we
are anxious to receive your proposal.

The information has now been received and is provided for your informa-

tion. I have also attached a copy of the Army and Air Force input to
this office which indicates the basis for the computation.

Sincerely,
-
/3-’ / . '..'
Vs d’?;/
Floyd Fox
e“'qomo&'e

Enclosures > G
et <
% &




. |CE OF THE ASSISTANT SECRETARY OF _=ZNSE
WASHINGTON, 0.C. 20301

STHMBTPALLEA

ih e
Mazazament Systema) b LIRS

Col. James F. Gamble
Zxecutive Director, Nationmal
Guard Associaticn of Alabama
1675 Montclair 2oad, Suite 102
8irmingham. Alabama 35210

raars Col. Gamble:

Fcf~vence the zeetring tetween representatives of the Payrolil Deduction
Coordinating 2card (F2CB) representing the several S:tate Naticnal Guard
Associations and representatives of the Department cf Defense (0ffices
of the Secretaries of Dafense, Air Force, and Army). At that zmeeting,
it vas agreed that at the request of the FDCB, the DoD would undertake
2 cost study to serve as a basis for a reviev of the reascmableness of
th2 foes charged the National Guard Associations for allotments of the
£37 ol members of the National Guard to pay the premiums under a group
l1ite inenrance program. As you know, P.L. 93-289 (37 U.S.C. 701) re—
Guiras the Department of Defense to recoyp all costs iccurred by the
United States in providing for such allotments.

It was further agreed at the meeting that we would advise you of the

tas«s to be imcluded i= our study.. The preliminary study by repre-

senaratives of the Army and Air Force developed the ifocllowing tasks to
be rosted:

A. Starz-up Ccsts
1. Systems Design
a. Administrative and clerical tasks relating to the develop-
menr of the basic documents including the Memorandum of

Agreement and the forms used in the certification process.

b. Initial administrative and clerical tasks atr the Finance
Centers.

¢. Initial systems development.

d. Iaitial programming costs.




2.

Systems Development

a. Providing a system "change" capability vs. a start plus
‘a gtop.

b. Other development effore.

B. Recurring Costs (Starts, Stops, Changes)

1.

2.

3'

7.

1.
2.

3.

Adminictrative and clerical tasks in the field.
Ad&inisrrative and clerical tasks at the Finance Centers.
Supplies, field.

Supplies, Centers.

AUTODIN service.

C;ﬁmputer service (Centers).

Handling.

C. Rzcurring Costs (Continuing Deductions)

Computer service (Centers)
Administrative and clerical.

Mailing and bandling costs.

The hreakout of the recurring costs parameters will allow the determined
costs to be compared to the separate fees currently charged for processing
allotments; i.e., $1.00 start, stop, or change fee and $0.18 monthly

miintenance fee. Please provide me with your comments or concurrence on
the parameters of the study.

Sincerely,

/,w;/ //75

(." Flop&'?ox, Chairman
DoD Study Group




PUBLIC LAW 93-289 May 24, 1974
Title 37 United States Code, Section 707

(Authority for Payroll Deduction of Life Insurance Premiums, ONLY,
From National Guard Drill Pay)

i

§707. Allotments: members of the National Guard

(a)'! The Secretary of the Army or the Secretary of the Air Force, as the case
may be, may allow a member of the National Guard who is not on active duty
to make allotments from his pay under sections 204 and 206 of this title for the
payment of premiums under a group life insurance program sponsored by the
military department of the State in which such member holds his National
Guard membership or by the National Guard association of such State if the
State or association concerned has agreed in writing to reimburse the United
States for all costs incurred by the United States in providing for such
allotments. The amount of such costs and procedures for reimbursements shall
be determined by the Secretary of Defense and his determination shall be
conclusive. All amounts of reimbursements for such costs received by the
United States from a State or an association shall be credited to the
appropriations or funds against which charges have been made for such costs.
Added Pub.L. 93-289, §11(a), May 24, 1974, 88 Stat. 172.

'Section enacted without a subsec. (b) Any error made"’fry any officer or employee of

Liability of United States for Losses or Damages. the United States in administering the allotment
Section 11(b) of Pub.L. 93-289 provided that: “The program authorized under subsection (a) (this
United States shall not be liable for any losses or section)”

damages suffered by any person as the result of

In a letter signed by H. H. Kraft, Jr., Deputy Assistant Secretary of Defense, dated 4 Oct 1985, he
states that:

“We (DOD) reviewed 37 U.S.C. 707 and determined that the statute permits only group
life insurance premium allotments from the pay of National Guard members. An allotment for
any other purpose is not authorized under the statute. The legislative history from Senate Report
93-769 authorizes allotments “to make payment for group life insurance premiums and for no
other purpose’”




MEMORANDUM OF AGREEMENT

Ailotments from the Pay of Members of the National Guard
For Group Life Insurance Premiums

. To encourage persons to join and remain in the National Guard, full-time coverage under
group life insurance is provided for such members.

. The Secretary of the Army or the Secretary of the Air Force, as the case may be, may
allow a member of the National Guard who is not on extended active duty to make an
aliotment from his pay under sections 204 and 206 of title 37, United States Code, for the
payment of premiums under a group life insurance program sponsored by the State
military department in which such member holds his National Guard membership or by
the State associations of the National Guard if the State or association concerned
(hereinafter referred to as association) has agreed in writing to reimburse the United
States for all costs incurred by the United States in providing for such allotments.

. The amount of such costs and procedures for reimbursements shali be determined by
the Secretary of Defense and his determination shall be conclusive, All amounts of
reimbursements for such costs received by the United States from an association shall
be c¢redited to the appropriations or funds against which charges have been made for
such costs.

. The amount of reimbursement cost for each aliotment start or stop, except automatic
stops as prescribed in paragraph 5h below, wili be $.83 for ARNG and $.96 for ANG and
the recurring reimbursement cost for each transaction, including these for which there
was insufficient pay due the member to make the deduction, will be $.01 for ARNG and
$.05 for ANG per month. These costs cover both centralized and field activities involved
with administering the allotment account. Such costs will be subject to annual re-
determination and may be increased or decreased depending on costs of administration
at the time. Reimbursement costs will be deducted,py the Service Department from the
gross amount to be paid the association each month.

. Procedures:

a. Allotment limitations:

(1) This allotment will be treated as a deduction from pay.

{2) Only one deduction will be permitted for any one member.

(3) Only one rate of deduction can apply to any one member. Any change in
the amount of deduction requires the completion of an allotment
change form by the member to “discontinue” the old amount and “start”
the new amount.

{(4) Only monthly deductions are authorized.

(5) Only one association will be permitted for any one State.
However, one association may be designated for mare than one State.

b. The first deduction for a non-prior service member will not be made until after
completion of the initial training period and reassignment back to his unit.

C. The necessary formis) authorizing the deduction will be completed by the
member. Deductions from pay will be initiated in the month following the
submission date by the member.



d. Distribution of the form(s) will be in accordance with procedures established by
the Secretaries of the Army and Air Force. The procedures will provide, as a
minimum, that the original will be retained by the military department, a copy
will ‘be provided the association concerned; and a copy will be given to the
member.

e. Cost of administration will be deducted prior to release of payment to the
association. The check will only be drawn in favor of the association concerned
and will be mailed by the 20* day of the month following the month reported
to the address provided by the association.

f. No provision will be made for actuarial amounts.

g. The listing to the association will incilude name, SSAN, unit of assignment, amount
of deduction and the period for which the deduction applies. The listing will
include information by unit and a summary of all units as to the amount
collected from members, the number of starts, stops, and deductions for which
a charge is being made and the net amount due the association. An
identification of members for whom no deduction was made due to insufficient
pay for a given month will also be included.

h. Deductions will be made whenever a member earns pay. Payments to
associations will be made on a monthly basis. Deductions will be made currently
for members who had insufficient pay to permit such deduction during prior
months up to a maximum of 4 months. If after the end of 4 consecutive months
without sufficient pay to deduct the amount of the current month plus prior
months for which no deduction was made, the allotment shall automatically be
stopped. The allotment can only be reinstated by initiation of the necessary
forms by the member. There will be no charge to the association for the
automatic stop.

i. All communications and products will be directed to one designated association
source in each State. There shall be no more thak-one such designation for each
of the 50 States, District of Columbia, and territories or possessions.

j.  Adjustments requiring a monetary refund to the member or the association will
be resolved between these two parties. Empioyees of the U.S. Government are
not authorized to collect premiums from members for remittance to the
associations nor refund monies from the associations to members except
through the atlotment system prescribed herein.

k. No National Guard member will be required to take the association sponsored
group life insurance or to use the allotment provisions provided for in
legisiation.

6. The United States shall not be liable for any losses or damages suffered by a person as the
result of any error made by an officer or employee of the United States administering the
allotment program authorized. See paragraphs 2 and 3 above.

7. The allotment privilege will not be authorized for members to associations that do not
accept the terms of this Agreement as indicated by an authorized signature affixed hereto.
The Agreement can be amended at any time if all participating associations and the
Department of Defense officials concerned agree to the amendments. This provision does not
preclude the unilateral amendment by the Secretary of Defense as prescribed in paragraph 4
above. To simplify the process of proposing and negotiating amendments to the Agreement,
the associations concerned shall designate a board, committee or single association to act as
the agent for all associations. The Office of the Assistant Secretary of Defense (Comptrolier) will
act in a similar capacity for the Department of Defense activities involved.




8. For Air National Guard members this Agreement is effective on the first day of September
1974. For Army National Guard members, it is effective on July 1, 1975. A separate interim
Agreement covering Army National Guard members for the period between September 1, 1974
and June 30 1975, has been negotiated. That Agreement is cancelled automatically upon the
effective date of this Agreement for Army National Guard members.

office of Assistant Secretary of Defense National Guard Bureau
(Comptrolier)

Department of the Air Force ' Department of the Army

STATE MILITARY DEPARTMENT NATIONAL GUARD ASSOCIATIONS
Signature Date Signature Date
(Typed) Name & Grade (Typed) Name & Grade

.-
The Adjutant General Title

(State) (State Association)




SUBJECT: Certification of Allotee
Payroll Deduction for National Guard Association
- Group Insurance Programs

THRU: Chairman :
Payroll Deduction Coordinating Board
National Guard Association of Texas
PO Box 10045
Austin, Texas 78766-1045

1. This is to certify that indicated below is the only official designated allotee-(Agency)
of this Association to whom allotments withheld from drill pay under Sections 204
and 206 of Title 37, USC, are to be payable to and at the indicated address.

(Exact Name) (Commercial Telephone Numbern)

“ (Mailing Address) (DSN Number)

2. The below named individual is officially designated administrator of this State's
program with the necessary authority to conduct the normal business activity of
the program.

NAME GRADE) (Commercial Telephone Number)

TITLE (DSN)

(Mailing Address)
3. Implementation Effective Date: - (Check and complete one below.)

d. (X The effective date for implementation of withholding for this State
Wili be .

(Month) (Year)

b. () The exact effective date for implementation of withholding for this
State has not been determined, but for planning purposes the
estimated date for implementation will be .

{(Month) (Year)

NAME OF ASSOCIATION SICNATURE

DATE (Typed - NAME & GRADE)

TITLE




DATE:

SUBJECT: Change of Address and Change of Administrator
Allotments from Pay of Members of the
National Guard for Payment of Group Lifé Insurance Premiums

THRU:  Chairman
Payroll Deduction Coordinating Board
National Guard Association of Texas
PO BOX 10045
Austin, Texas 78766-1045

1. Address for allotment from drill pay of members of the National Guard
for payment of group life insurance premiums should be changed as follows:

FROM: National Guard Association of

TO: National Guard Association of

2. Request that the administrator be changed as follows:

FROM:

commercial Telephone Number: () Ko
DSN:

TO:

commercial Telephone Number: )
DSN:

3. It is requested that the changes become effective immediately.

SIGNED: o SIGNED:
Adjutant Ggeneral or USPFO Administrator

NOTE: Request for change must be received by DOD at least thirty (30) days prior to
implementation of change.




SUBJECT: Change of Address and Change of Administrator Allotments from Pay of Members for

the state of National Guard Association for Payment
of Group Life Insurance Premiums.

THRU:

TO:

1.

Chairman

Payroll Deduction Coordinating Board
Ohio National Guard Association

PO Box 8070

Columbus, OH 43201

Defense Finance and Accounting Service for Denver, Colorado, Cleveland,
Ohio, and Indianapolis, Indiana.

Address for allotment/deduction from pay of members from the state of

for payment of group life insurance premiums should be as foliows:

FROM:

Name:

Address:

TO:

Name:

Address: %=

EFFECTIVE DATE of CHANGE:

Request that the administrator be changed as follows:

FROM
Name:

Address:

Telephone:

TO:
Name:

Address:

Telephone:

EFFECTIVE DATE of CHANGE:

SIGNED: SIGNED:




DEFENSE FINANCE AND ACCOUNTING SERVICE
Cleveland, Ohio Denver, Colorado Indianapolis, Indiana

Association CTX and Point of Contact information

Association Name: Blanket Code

Street or PO Box:

City State: Zip:

Effective date of change:

Please enter the person’'s name, phone number, fax number and email addrass, who will be your point
Of contact to resolve questions concerning depositor information.

Name:

Phone: Fax: E-mail (print)

Administrator Signature

Banking CTX Information

Piease enter your Assoclation bank Information.

Bank Name:

Effective date of CTX change:

Street or PO Box:

City State Zip:
Bank Routing Transit Number;

Bank Account Number

Type of Account: Checking or Savings  (Please circle one)

Administrator’'s Signature:




