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AMENDING THE NATIONAL SERVICE LIFE INSURANCE
ACT OF 1940, AS AMENDED

FEBRUARY 7, 1947.-Ordered to be printed

Mr. WHITE (for Mr. MILLIKIN), from the Committee on Finance,
submitted the following

REPORT
[To accompany H. R. 1363]

The Committee on Finance, to whom was referred the bill (H. R.
1353) to amend the National Service Life Insurance Act of 1940. as
amended, having considered the same, report favorably thereon with-
out amendment and recommend that the bill do pass.

EXPLANATION OFl THIE BILL

Section 1 of the bill would amend section 602 (a) of the National
Service Life Insurance Act of 1940, as amended, to authorize the
issuance originally of national service life insurance on any of the
plans of insurance provided for in the act. To fully effectuate this
purpose, section 2 of the bill would amend 602 (f) of the act, as
amended, to provide that insurance may be issued initially on the
5-year level premium term pllan or on any of the various permanentt
p)lin's therein specified. Under present law only insurance on the
5-year level premium term plan may be issued originally and it must
b)o carried for 1 year before it can be converted to a permanent plan.
Your commlnitten believes that. the wartime need for restricting original
policies to the 5-year level premium term plan has passed and that an
l)pplicant should now be permitted to avail himself of a permanent

type policy without delay.
Section 2 of the bill would further amend section 602 (f) of the

National Service Life Insurance Act of 1940, as ambn(led, to provide
that in any case in which the insured is shown by evidence satisfactory
to the Administrator o( Veterans' Affairs to be totally disabled at
the expiration of the level preniumnll term period of his insurance under
conditions which woull entitc him to continued protection but for
such expiration, such insurance shall )bo automatically converted
to insurance on the ordinary-life plan unless the insured has elected
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some other available plan. This amendment is necessary to protect
those persons who are unable by reason of incompetency or othlr condi-
tion of total disability to apply for conversion of insurance within the
term period and who, but for expiration of that period, would be en-
titled to further insurance protection with waiver of premiums during
the continuance of their total disability. Under existing law such
persons lose their insurance upon the expiration of the term period.
Section 3 of the bill would repeal subsections (y) (1) and (y) (2) of
section 602 of the National Service Life Insurance Act of 1940, as
amended. Subsection (y) (1) authorizes reinstatement of level pre-
mium term insurance upon payment of two monthly premiums and a
showing of good health. This provision is of a character which may
require a change at some future time to protect the interests of policy-
holders as a group. To permit flexibility the subject matter of this
subsection is, therefore, more properly one for control by regulation
than by statutory prescription. However, the Veterans' Administra-
tion has stated that no change in the present regulations authorizing
this type of reinstatement is presently contemplated.

Subsection (y) (2) authorizes reinstatement of level-premium-tcrm
insurance within 6 months after lapse or within 6 months after the
late of enactment of the Insurance Act of 1946, approved August 1,
1946 (February 1, 1947) whichever is later, upon payment of two
monthly premiums, provided the applicant is in as good health on the
(late of application and tender of premiums as he was on the (late of
lapse. After February 1, 1947, term insurance which has lapsed
more than 6 months may not be reinstated on a comparative-health
basis. The majority of discharged World War II veterans have
heretofore allowed their national service life insurance to lapse. The
Veterans' A(dministration is now preparing to institute a national
campaign to inform these veterans on their rights, and it appears
that tlhe purpose of this campaign cannot be achieved unless an addi-
tional 6 months beyond the February 1, 1947, dead line specified by
the law is authorized. If subsection (y) (2) is repealed the Veterans'
Administration proposes to issue regulations extending the period for
reinstatenment upon a commparative-health basis to August 1 947,
prior to which tiime it is anticipated that the Veterans' Administration
will have solved its present operating dificultios and complexities to
the extent that notices of lapse caln )b transmitted on a current basis,
The Veterans' Administration further )roposes that after August 1,
1947, regulations will restrict reinstatement on a comparative-health
basis to tle period of 3 months. Your committee believes that under
normal conditions tle period of 6 months for colmplrative-hea.lth
reinstatement is excessive, both from tlhe standpoint of fairness to
those policy holders twlo do not allow their policies to lapse and from
the standpoint of tlhe dfliculty of determining copal)rative conditions
of health at intervalsr longer than 3 months. This matter is con-
sidered to 1)0 one which should )be subject to administrative regulation
so that tlle period for collmpaative-lhealth reinstatement Imay b)e
adjusted to any future 0(1recur1ence of abnormal conditions.

.ihere follows a letter from the A(lministrator of Vetorans' Affairs
to the1 Presi(lent )pro temll)Ore of the Senate wllich further explain,
tile nIee(l for the proposed legislation.
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lion. AwriTUR H. VANDENIERO,
President pro tempore of the Senate,

Washington 25, D. C.
DlE.At :MI. PRESDl>ENT: There is enclosed herewith draft of a proposed bill en-

titled "A bill to amend the National Service Iife Insurance Act of 1940, as amend-
dl " with the request that it be introduced and considered for enactment.
rhe purpose of section 1 of the proposed bill and conforming amendments

contained in section 2 thereof is to authorize the Veterans' Administration to
issue originally national service life insurance on any of the permanent plans of
insurance authorized by the National Service Life Insurance Act of 1940, as
amended. Under existing law, national service life insurance may be originally
issued on the 5-year level premium term plan only, and such insurance must
be carried for 1 year before it may be converted to insurance on a permanent
planl. The need of these restrictions in existing law has passed and there is no
reason why insurance onl any plan should not be initially issued.
The further l)urpose of section 2 of the proposed bill is to provide that in any

case ill which an insured is shown by evidence satisfactory to the Administrator
of Veterans' Affairs to be totally disabled at the expiration of the level premium
term period of his national service life insurance under conditions which would
entitle him to continued insurance protection but for such expiration, such insur-'
anlce shall be automatically converted to insurance on the ordinary life plan unless
the insured has elected soime other available plan.

It is anticipated that some policyholders of national service life insurance w-ill
be totally disabled at tle expiration of the level premium term period of their'
insurance. Such individuals who will have been totally disabled for six or more
consecutive months will be entitled to waiver of premiums until the expiration of
the term, but insurance protection will cease at that time unless the level premium
term insurance is converted to insurance on some other plan before the end of the
term. Upon conversion of insurance to a permanent plan, the right of waiver
of premiuttms which exists at tile time of conversion will continue. Many such
totally disabled persons, either because of incompetency or other circumstances
beyond their control, may be unable to make application for conversion of insur-
allce within the level premium term period. 'To guard against the hardship which
would otherwise result under such circumstances, automatic conversion of insur-
ance to a permanent plan muItst be l)rovided(. Under the l)rovisions of section 2
of the proposed bill, the insurance protection and right to waiver of premiums of
such in(livid(lials will be continued.
The pl)rp)ose of section 3 of the prol)osed bill is to repeal subsections (y) (1)

and (y) (2) of section ;002 of the National Service Life Insurance Act of 19,10, as
amlllele(ld. Sualsection (y) (I) authorizes reinstatement of level-premium term
insurance upon written application, payment of two monthly premiums, and
evidence satisfactory to the Adminlistrator that the applicant, subject to tle pro-
visions of tlie second sentence of section 602 (c) (2), is in good health. The part
of section 602 (c) (2) which is referred to contains ind(l)cendent provisions relating
to the exclusion of service-connccte(l disability, less than total in degree, in deter-
milling good health for reinstatement purl)oses. These general provisions would
continue to hle al)llicable to reinstatement as provi(led for by regulations upon
the r)epeal of sillsec(ti )ll (y) (1).

Reitistatcllllt wiithinl tiltetrm, upon tlhe payment of two monthly prelmiumsland a showing of good health, is low authorized under Veterans' Administration
riegilations andl to meet existing (on(litions, was so aultlhorized for several years
prior to tlie eliact meint of sllbsectioll (y) (1). Although no change in such regu-
lations is presently contemplated, it is believed that tlie Iinatler of reinstatement
generally is so affected(l by changing conditions involving the interests of policy-
Ih lde('rs asa groinl) that co()lisiderabtle xtl ibilhility shoi lid 1)e p)(e llittd ill(ilet mlillinilnI
N\vhlii aind (poIll whacat(oic(litio;ri(istatem(lt mlfay )I aeciol)lish(ld. In keeling
\\iti t his gelleral prin il)lpe, thlie provisions of stil section (y) (1) should Ie repel)aled(
in order thtlg.I'lilati(ons with rleslpvct to tlie subl)jec(t Imatter thereof sliall I)e sls-
(eelp)til)l (itf :;Ieli 0rio(di(i (chilanl!(ges as may1e:warra ntid.

.StI)seetion (y) (2) utllhoriz(/:l r(ilsllat(emllent of leve(l-l)romill te'lrl) i insurance
witlin 1i)monthlls r ftv lapse or wit hil 6 Iollnthls aflcr i lie late of vc!)''ti nl11 of thi
Illnsulrallnce Act of !)9tl, appl)Loved !Vugist 1, 19)1 (Fl)'ebruary 1, 1047), whichever is
tlie later, 11po1)n pI)tyiit of two(} 1ntltlhlly proeiumlls, pro)vide(l tile alppli)iIant is in
as good( lie(,al 1, (o) l(e dale of ntpplic(' ion alnd tll(iler of)I(IIiii aiiisase wasonl tihe
(late of laplse. .ndtler tlie )provisiolls of t his suil)seet'ionl, n111si111'lee which hlaas lapsed
more than ( 111()lothIs maly not Ie reinlstatedl (1n a comparative health basis after
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February 1, 1947, and the Veterans' Administration will be without authority to
provide by regulation for reinstatement on a comparative health basis in such
cases on or after February 1, 1947.

If subsection (y) (2) is repealed, the Veterans' Administration contemplates the
issuance of regulations which will allow reinstatement on a comparative health
basis up to August 1, 1947, without regard to the date the insurance lapsed.
Subsequent to August 1, 1947, regulations will authorize reinstatement of national
service life insurance on a comparative health basis within 3 months *iter lapse
upon application and evidence satisfactory to the Administrator, that the applicant
is in as good health at the time of application and payment of premiums as he was
on the date of lapse. Such privilege of reinstatement will be similar to the rein-
statement provisions now applicable to converted national service life insurance
policies. This right is more liberal than the reinstatement privileges generally
provided under policies issiubd by commercial insurers and affords reasonable pro-
tection for policyholders. In regard to permitting reinstatement to be accom-
plished for an indefinite period in the future on the basis of comparative health
within 6 months from date of lapse, there is grave doubt that such practice would
be equitable to those policyholders who continually retain their contracts in force.
This conclusion is based to some extent upon the reinstatement requirements as
published by other mutual insurers. It is difficult, if not impossible, to determine
comparative conditions of health at two periods more than 3 months apart.
A great majority of the veterans who have been discharged from World War II

have allowed their national service life insurance to lapse. It will be the purpose
of the Veterans' Administration, on a national scale, to carry on an informative
campaign so that veterans may be fully enlightened relative to their rights and
privileges regarding national service life insurance. This program will com-
prehend the solicitation of assistance from all organizations interested in veterans'
welfare. It is planned to utilize all recognized media, such as the mail, news-
papers, magazines, radio, moving pictures, etc., for carrying information to the
veterans. This program will' have been completed before August 1, 1947. It is
obvious that the proposed plan will be ineffective unless and until subsection (y)
(2) is repealed.
The proviso of subsection (y) (2) authorizes the granting of an additional period

not exceeding 60 days for the payment of l)remiums by an insured who makes
inquiry l)rior to expiration of the grace period disclosing a clear intent to continue
insurance protection. Similar provisions were contained in Veterans' Adminis-
tration regulations prior to the enactment of subsection (y) (2). For the reasons
heretofore stnaed in supl)port of the repeal of subsection (y) (1), it is believed that
this proviso, which also was intended to meet an existing situation, concerns a
matter which is more properly one for regulation.
The proposed bill, if enacted, will not involve any cost in addition to that

conteml)lateld under existing law.
Because the right of reinstatement on a comparative health basis will expire

February 1, 19,17, in tlose cases where insurance has lapsed more than 0 miont hs
many veterans will be lunale to reinstate lapsed insurance after that date nl(her
existing law. It is therefore respectfully urged that the prol)osedl measure be
specially considered for enactment, at the earliest possible (late.

Advice lhas been received from tlhe Bureaul of tile Budget that there \wolld be
no oljeclion by that office to the submission of tlie lrolosed legislation to tie
Con gress.

Sincerely yours,
OMAn N. lltnLEY,

General,I'United States Armtly), Aldminnistrator,

'1lie colllmittee' is iln cc(rl wit. l thie p)11urpl)O of the bill ald( recom-
!llen(ds its e(lactment.
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