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AUGUST 3, 1962.-Ordered to be printed

Mr. BYRD of Virginia, from the Committee on Finance, submitted
the following

REPORT
[To accompany S. 3697]

The Committee on Finance, to whom was referred the bill (S.
3597) to amend title 38, United States Code, to permit, for 1 year,
the granting of national service life insurance to certain veterans
heretofore eligible for such insurance, having considered the same,
report favorably thereon with amendments and recommend that the
bill as amended do pass.

GENERAL STATEMENT

S. 3597 proposes to reopen the national service life insurance pro-
gram for 1 year to veterans heretofore eligible to apply for such in-
surance after October 7, 1940, and before January 1, 1957. The
insurance would be nonparticipating and would be available to service
disabled veterans, regardless of degree of disability, as well as veterans
who meet good health requirements. Insurance would not be avail-
able to persons in active military service, and if any veterans securing
such insurance later enters active service, the insurance would be
terminated but could be picked up after such service. The major
committee amendmenll ts are as follows:

(1) Since the insurance is nonparticipating the Administrator
would be given authority to decrease or increase the premium
rates not more frequently than every two years if he determines
that such action is indicated on the basis of the experience and
sound actuarial principles;

(2) The right to secure insurance would be extended to the
totally disabled service-connected veterans, as well as those less
than totally disabled;

(3) The bill would authorize the issuance of term insurance up
to age 50 and incorporates a provision under which thb term
insurance may be converted to a new level premium plan known
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as "modified life" with premiums higher than the term policy
but lower than ordinary life premiums.

EXPLANATION OF FIRST SECTION OF THE BILL

The first section of S. 3597 adopts, with certain minor modifica-
tions the administration's proposal to reopen the NSLI programwhich the administrator of Veterans' Affairs recommended to the
committee at hearings on a similar bill held on June 9, 1962.

This section would authorize, for a 1-year period only, the granting
of national service life insurance to veterans heretofore eligible to
apply for such insurance between October 8, 1940, and December 31,
1956, inclusive. However, no insurance would be granted under the
bill to Filipino veterans whose rights to insurance are restricted by
section- 107 of title 38, United States Code, or to any person while
on active duty under a call or order for 31 days or more. The 1-year
period during which eligible veterans could purchase the insurance
would begin 1 year after the date the bill is enacted into law.
The types of insurance would be issued under the bill, one to persons

in good health and another, tq persona whose service-connected dis-
abilities would be compensable if 10 percent or more in degree. How-
ever, both types of insurance would be nonparticipating-no dividends.
Either term or permanent plan insurance could be purchased. Term
insurance could not be initially issued or renewed after the appli-
cant's 50th birthday. However, under section 2 of the bill a new
plan of insurance-modified life-will provide an inducement to con-
vert since the premium rates under such .plan will be lower than
ordinary life premiums. Medical examinations, when required, would
be at the applicant's own expense by a duly licensed physician.
To avoid pyramiding of survivors' benefits for deaths in active

service, the insurance issued to persons in good health (1) would ter-
minate if the policyholder is recalled to active duty or active duty
for training for 31 days or more, and (2) would not be payable for
death which occurs while the insured is on active duty or active duty
for training for a period of less than 31 days if dependency and in-
demnity compensation is payable in such ase at the time of death.
In the latter event, the cash value, if any, less any indebtedness
would be paid to the designated beneficiary, if living, otherwise to the
insured's estate.

Insurance terminated by recall to active duty or active duty for
training may, upon application, payment of the required premiums
and reserve .be reinstated or replaced without medical examination
within 120 days after discharge. After the 120-day period permanent
plan insurance may be reinstated at any time and term insurance
may be reinstated within the terni period, upon proof of good health,
payment of the required premiums and reserve. Replacement insur-
ance would be on the same plan and would not be in excess of the
amount terminated. Waiver of premiums and payment of total dis-
ability benefits otherwise authorized would not be denied in case of
reinstatement or replacement within 120 days after discharge solely
because the total disability began prior to the date of application for
such replacement or reinstatement.
Premiums on insurance issued to persons in good health would be

credited to a revolving fund and benefits paid therefrom. Provision
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NATIONAL SERVICELIEFE NSRANCE 3;

is made for the investment of such fund in obligations guaranteed by
the United States, and for the transfer from thefunid to the Veteraans
Administration of its administrative expenses and to the Treasury of
amounts in excess of the actuarial liabilities of the fund including
contingency reserves. Premiums may be adjusted every 2 years, if
indicated by experience and actuarial principles.

Insurance for the service disabled would be funded through the
national service life insurance appropriation.

PREMIUM RATES

The premium rates would be based on the 1958 Commissioners
Standard Ordinary Basic Table of Mortality increased as nIecessary
for those in good health and on the American Experience Table for
the service disabled. -Rates for both groups would include a 3
percent interest factor and would be increased to cover adminis-
trative cost which is estimated to be about $6 per policy per year.
The proposed premium rates, excluding the administrative costs, and
other related statistics follow:

Annual premium rates per $1,000 ordinary life insurance

Good health Service dis- Good health Service dls
Issue age applicants abled, ordi- Issue age applicants fabled, ordl-ordinary life ordinary io nary life

25- ................. $10.30 $16.22 48-...-------------- $21.66 $27.94
26... ..... ............ 10,66 16.69 44 .................... 22.49 29,01
27 ..--............... 11.13 17.05 46..-..... - -.-. 23.66 30.07
28....,............. . 11.48 17.62 46 .-........-24.74 31.25
29.. ......... ...... 11.96 18.00 47 ..---.--..... . 25.93 32.60
30...------................ 12.43 18 47 48 ...............27.23 33.96
31................... 12.90 18.94 49-----..--........... 28.63 36.40
32..........-.....- .. 13.38 19.63 60 ................... 29.95 86.94
33...--- -........... 14.09 20.01 51 .........-....... 31,49 38.71
34 ................. ... 14.68 20.72 62.................... 33.16 40.49
35....------- -........ 15.27 21.31 63................ 34.92 42.38
36--................. 1.86 21.90 64- .. ,............... 36.70 44.40
37...-.............-.. 16 67 22.61 6M-.............. 38. 83 46 63
38................ 17.17 23.44 6 ..----..............- 40.84 48. 89
39................... 18.11 24.15 37...... -43.21 61.38
40 .................... 18 82 25.10 68...... - 45.46 63.99
41 .. -........-. . ...... 19.66 26.93 59 .......-........ 407 66 83
42....-...... . ----- 20.60 26,87 60..--------- 47.00 69.91

The above premium rates for the service disabled are the same as
were paid by World War II service disabled (who applied between
1946 fand 1960), except that this insurance will be available to all
such disabled veterans whereas they had to be less than totally dis-
abled to secure the World War II type. The rates are higher, of
course, because the disabled veterans are impaired risks for insurance
purposes. However, experience with the World War II group ("H"
insurance) has shown that the insurance is practically self-sustaining.

COST OF REOPENING NSLI

The administrative expenses of this program will be borne by all
policyholders, including the service disabled. There will be, however,
an initial administrative outlay to the Veterans' Administration esti-
mated at $7 716,700 for the first year; $5,583,500 for the second year'
$3,088,600 for the third year; $2,907,600 for the fourth year; and
$2,743A,00 for the fifth year. In reality, this is a bookkeeping trans-

9.869604064
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action involving no cost to the Government, inasmuch as the bill
provides that funds so appropriated shall be repaid to the Treasury
by collection of the administrative expenses from the policyholders.

EXPLANATION OF SECTION 2 (NEW MODIFIED LIFE PLAN FOR NLSI
POLIC HOLDD ERS)

Section 2, seeks to provide a new plan of national service life
insurance, generally designated as a modified life plan, which would
be offered primarily to World War II term policyholders as a substi-
tute for their present term policies, and also will be available to
veterans who secure insurance under the first section of the bill.
It provides for the same amount of protection as they have today,
with two modifications-the amount of the premium would not
increase each 5 years as is true of all national service life insurance
term contracts, and at age 65 the value of the policy would be reduced
in half. However, the policyholder at age 65 would have the option,
if he'desired and elected to do so, to maintain the.other half of the
policy which he would otherwise lose by paying for the insurance
at the premium rate for the attained age and without medical exami-
nation. This section is substantially identical with H.R. 856, which
the Senate approved in the first session.
The premium rates on participating insurance would be based on

the 1958 Commissioners' Standard Table of Mortality and would
provide premiums at a lower level than the American Experience
Table of Mortality on which most national service life insurance
policies have been written.
The effect of section 2, insofar as premiums are concerned, is

shown in the table reproduced below:

Annua' premium present Level premium after ago
Annual rates (partlclpat ng In- 65 (participating mInur-
premium surance) ance)

Age for the ___________

modified
life plan 6-year level Ordinary If 60 per- f 100 per-

premium life cent face cnt face
term continued continued

30................. 9.83 8.41 $18.47 $9.83 43. 22
36...--......--------. 11. 72 0,00 21 31 11.72 45.11
40.......--- ..--.- ---14.010,40 25.10 14, 00 47. 48
45.----...-..... ....--------- .17 11.72 30, 07 17.17 60. M
60...............--.--.---.. .. 20.84 16,04 36 4 20.84 64. 23
65-........-. ..-.------ ...... 2A5 22 20 95 40.63 2. 22 59.61
65-.--..-.-------...... -----------.. 47. 00 78.97........ .............

-
, .. * -. - .

Section 2 is the culmination of a continuing interest on the part of
the Committee on Finance and, the Veterans' Administration in
preventing World War II policyholders from suffering the same fate
of their World War I brothers in the term insurance field. The rates
of premium chargeable today on torn policies of World War I or World
War II veterans whose ages are in the late sixties and seventies are
so high as to make the maintenance of the policies almost prohibitive
and certainly uneconomical. As an example, the committee had
recently called to its attention the case of a veteran age 78 who is
paying $1,200 annual premium on a $10,000 policy, He had already
exceeded in premiums paid the face value of the policy, but he needs
the protection for his wife in the event of his death and thus had no
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alternative except to continue the payment of premiums. Perhaps
the most horrible example that can be cited is that of a well-known
high-ranking officer in World War I who allegedly paid $21,000 for a
$10,000 term policy.
ADMINISTRATIVE COST OF THE NEW MODIFIED LIFE PLAN FOR NSLI

POLICYHOLDERS

It is not known how many NSLI policyholders will convert to or
exchange their insurance for the modified life plan under the bill. It
is contemplated that all NSLI term policyholders will be notified of
their right to convert to the new plan at the time their term insurance
has to be renewed. If it is assumed that 300,000 term policyholders
convert and 10,000 permanent plan policyholders apply for change of
plan the estimated administrative cost to the Department of Insur-
ance for the first 5 years following the effective date of the bill would
be as follows:
1st year----------- -- ------------i------- $258, 093
2d year--- ------------------- --------------- 116, 646
3d year---- - --------------------------- 120,126
4th year---------------------------------------- 119, 994
5th year------- -------------------------- 185, 090

Section 2 will tend to alleviate the problem of the NSLI term
policyholders at the older ages.

AGENCY REPORTS

The favorable reports of the Bureau of the Budget and the Veterans'
Administration on bills having similar purposes to S. 3597 follow:

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF TIEBBUDno T,

Washington, DC., June 27, 1962.
Hotn. HAnRY F. BYRD,
(hairman, -Committee on Finance,
U.S. Senate, Washington, D,.C.
DEAR MB. CHAIRMAN: This is in response to your letter of May 24,

1962 requesting the views of the Bureau of the Budget on S. 3289,
a bill to amend title 38, United States Code, to permit, for 1 year,
the granting of national service life insurance to veterans heretofore
eligible for such insurance.

S. 3289 would establish a 1-year period, beginning approximately
1 year after the date of enactment,'during which nondisabled service-
men and veterans, who served in the Armed Forces of the United
States, during the period between October 8, 1940, and January 1
1957, would be eligible to apply for new insurance under the national
service life insurance program, or increase protection now held, up to
a maximum $10,000. The bill would establish anew trust fund,
designated the postservice insurance fund to receive income front
premiums, investments, and appropriated funds, and to pay claims,
dividends, and administrative costs. Nondisabled veterans and serv-
icemen who applied for such insurance during the 1-year period would
be charged for the additional administrative costs resulting from their
participation in the insurance program, S. 3289 wolJd also permit
service-disabled servicemen and veterans to be granted insurance
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under the nonparticipating service-disabled veterans insurance pro-
gram during thesame year period.'

S. 3289 is, therefore, similar in many fundamental respects to
S. 977, upon which the Bureau of the Budget reported adversely' to
your committee July 5, 1961. Our reasons for opposing enactment
of legislation to reopen the veterans' insurance program as reflected
in our report on S. 977 related to the serious problems we foresee in
relation to existing servicemen's and veterans' survivor benefits
programs; the lack of relationship between the proposed reopening
and any service-related need or 'Government obligation; the lapse of
time, both since the termination of the mnilitay service periods and
the closing of the insurance program; the duplication of the facilities
and resources of commercial insurance companies which would occur;
and the significant cost to the Government involved.
'We have carefully reviewed our reveviously expressed position.
While the review has confirmed our view that there is no compelling
need or Government obligation to reopen those long-closed insurance
programs, the Bureau of the Budget would not object to a limited
period of reopening during which eligibility to take out insurance and
keep it in force would be restricted to those not in military service
who between October 8, 1940, and January 1, 1957, would have been
eligible for insurance. If so limited, our most serious concern would
be eliminated; that is, the potential adverse impact of reopening on
the existing comprehensive program of benefits for servicemen and
for ex-servicemen deceased from. service-connected causes. We
believe that rates for this insurance should be based on the most
modern actuarial tables, that it should be fully self-supporting as to
administrative expenses and benefit costs, and that the policies issued
should be nonparticipating (any surplus funds to be transferred to
the general fund of the Treasury).

In summary, therefore, while we do not regard legislation of this
sort as necessary, the Bureau of the Budget would not object to
legislation limited along the lines outlined above if the Congress sees
fit to enact such legislation.
The Veterans' Administration is transmitting a draft bill, in its

report to the committee, which provides an acceptable program for
reopening.

Sincerely yours,
DAVID E. BELL, Director.

VETERANS' ADMINISTRATION,
June $7, 1962.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DEAR MR. CHAIRMAN: In response to your request for a report on

S. 3289, 87th Congress, I am pleased to recommend favorable action
by your committee on legislation to authorize, for a limited period,
the granting of national service life insurance to veterans heretofore
eligible for such insurance.
As you know, the Veterans' Administration submitted an unfavor-

able report to your committee last year on a bill with a similar pur-
pose. Our position at that time reflected a continuation of the policy
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of previous Administrators regarding the role of the Government in
activities of a commercial type such as the life insurance program.
Since then, the whole subject has been carefully studied andi reevalu-
ated and I have concluded that the withdrawal in 1951 of the privilege
theretofore granted to millions of World War II veterans to secure
insurance-many of whom had not yet determined their insurance
needs--may well have Caused hardship or unwise decision in many
instances. I believe, therefore, that an extension of this privilege,
for a limited period, to veterans who were previously eligible for insur-
ance by reason of service to their country is appropriate. Further,
with respect to veterans who served prior to 1951, adequate recog-
nition has not been given to the obligation of the Government toward
those veterans whose insurability has been seriously impaired, if not
lost, by reason of their service-incurred disabilities. This legislation
would properly meet that obligation.
For the above reasons I strongly urge that the Congress enact

legislation having the basic objectives of S. 3289. However, to avoid
the pyramiding of survivor benefits for deaths in the active service
I suggest that the bill be amended to restrict eligibility to take out
insurance and keep it in force to those not in the active military
service who, between October 8, 1940, and January 1, 1957, were
eligible for insurance. For administrative reasons, I also believe it
would be desirable to make such insurance nonparticipating. Vet-
erans' Administration representatives will be pleased to furnish such
technical assistance as your staff may desire in developing appropriate
language for such amendments.

There is enclosed a detailed analysis covering the provisions of
S. 3289; the legislative history of the insurance program since 1940;
and data regarding the administrative and other cost aspects of
the bill.
We understand that the Bureau of the Budget, in a separate report,

is advising your committee that there is no objection to legislation
on this subject, if limited along the lines covered by the above-
suggested amendments.

Sincerely,
J. S. GLEASON, Jr., Administrator.

ANALYSIS OF THE PROVISIONS OF 8. 3289; LEGISLATIVE HISTORY OF THE
INSURANCE PROGRAM SINCE 1940; AND DATA REGARDING THE ADMIN-
ISTRATIVE AND OTHER COST ASPECTS OF 8. 8289

S. 3289, if enacted, would provide a 1-year period during which
persons previously eligible for national service life insurance (NSLI)
by reason of service after October 7, 1940, and prior to the-effective
date of the bill could apply for and be granted NSLI. It would
authorize the issue of hew NSLI to all such eligible persons except
certain Philippine veterans whose rights to NSLI were restricted by
the Rescission Acts of 1946 (now restated in 38 U.S.C. 107).
The bill would reopen the NSLI program for certain veterans in

good health and for veterans who have a service-connected disability
(regardless of degree) who are otherwise in good health. With
respect to both groups, the bill would cover (1) persons who served
after October 7, 1940, and prior to April 25, 1951, whether discharged
or not, and (2) persons who served after April 24, 1951, and who were
discharged 'prior to January 1, 1957. With respect to the service

99-2083-62 Sen. Repts., 87-2, Vol. 8-74
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disabled alone, the bill would cover persons who served after October 7
1940, and who are discharged and rated as service disabled prior to
the effective date of the bill. The bill would be effective the first day
of the first calendar month which begins more than 1 year after the
date of enactment.
The insurance to be issued under the bill to persons in good health

would be granted under the same terms and conditions as are con-
tained in standard policies of NSLI except (1) 5-year level premium
term insurance could be issued but not renewed on the term plan
after the applicant's 50th birthday (2) the premium rates would be
based on the 1958 Commissioners Standard Ordinary Table of Mor-
tality and interest at the rate of 3 percent per annum, and would be
increased to cover administrative costs as determined and fixed by
the Administrator at the time of issue of the insurance or any total
disability income provision which may be attached thereto, (3) all
cash, loan, paidup, and extended term insurance values would be
based on the 1958 Commissioners Standard Ordinary Table of Mor-
tality and interest at the rate of 3 percent per annum, (4) all settle-
ments on policies involving annuities would be calculated on the
basis of the Annuity Table for 1949 and interest at the rate of 3
percent per annum, and (5) the insurance would be subject to the
other provisions of the bill and would include such other changes in
terms and conditions as the Administrator determines to be reasonable
and practicable.
The insurance for the veterans in good health would be financed

through a new permanent trust fund created in the Treasury and
known as the postservice insurance fund. The operation of the fund,
its investment, and payment of liabilities therefrom would be in a
manner similar to that exercised with respect to the existing partici-
pating NSLI fund. In addition, the bill would require that the
Administrator determine from time to time the administrative cost
to the Government which in his judgment is properly allocable to
such insurance, and any total disability provisions attached thereto,
and to transfer the amount of such cost from that portion of the pre-
mium which is charged for administrative cost (and, to the extent
necessary, from any surplus which the Administrator determines to
be available for dividends on such life and disability insurance) from
the postservice insurance fund to the general fund receipts in the
Treasury. The initial administrative cost of issuing such insurance
or provision would be transferred over such period of time as the
Administrator determines to be reasonable and practicable.
Any person applying for insurance under the bill and who could not

qualify thereunder solely because of a service-connected disability
for which compensation would be payable if 10 percent or more in
degree, could be granted service-disabled veterans insurance under 38
U.S.C. 722(a), subject to the limitations and conditions applicable to
such insurance except (1) 5-year level premium term insurance could
be issued but not renewed on the term plan after the applicant's 50th
birthday, and (2) the insurance would include such other changes in
terms and conditions as the Administrator determines to be reasonable
and practicable. Any otherwise eligible person who is found to be
mentally incompetent as a result of a service-connected disability dur-
ing any part of the 1-year period for which application could be filed
for insurance under the bill, would have 1 year after the appointment
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of a guardian or after the removal of such.disability in which to file
application, whicheveris the earlier date.
The bill provides that a medical examination (including any sup-

plemental examination or tests) when required of an applicant for
issuance of insurance thereunder or any total income disability provi-
sion attached thereto shall be at the applicant's own expense by a
duly licensed physician. This provision would be applicable to per-
sons-with service-connected disabilities as well as those in good health.
The right to apply far and be granted NSLI was originally limited

to persons in the active service on or after October 8, 1940. Public
Law 589, 79th Congress, approved August 1, 1946, among other things,
amended the NSLI Act to provide that any individual who had active
service between October 8, 1940. and September 2, 1945, both dates
inclusive, could be granted such insurance upon application, payment
of premiums, and (with the exception of certain service-disabled
persons who applied prior to Jan. 1, 1950) a showing of good health
at the time of. application. This continued to be the'law up to April
25, 1951, at which time the authority to issue insurance to persons in
the active service and to persons who served during the indicated
period was abruptly terminated by Public Law 23, 82d Congress,
without notice to such persons that the authority to issue insurance
to them would be so canceled.

Public Law 23, 82d Congress (Servicemen's Indemnity Act of 1951
and Insurance Act of 1951), among other things, provided for the pay-
ment of a maximum of $10,000 free automatic servicemen's indemnity
for death in active service, and for the issue of nonparticipating in-
surance under the NSLI Act to persons discharged on or after April
25, 1951. The new postservice insurance was available to two groups.
Five-year term insurance (under sec. 621) was authorized for persons
who applied therefor within 120 days after discharge from active
service. Insurance on term and permanent plans (under sec. 620)
was provided for persons with a service-connected disability if applied
for within 1 year from the date service connection is determined by
the Veterans' Administration.

Public Law 881, 84th'Congress (Servicemen's and Veterans'
Survivor Benefits Act), effective January 1, 1957, consolidated the
free $10,000 servicemen's indemnity program and death compensation
program into a new death benefit program (dependency and indemnity
compensation) and terminated the authority to issue postservice term
insurance under section 621 of the NSLI Act--thus limiting the
initial issue of postservice insurance to the service disabled under 620
of the NSLI Act (now 38 U.S.C. 722(a)).
There are approximately 16 million veterans who would be eligible

to apply for insurance under the bill. Of this 16 million there are
around 2.2 million who have less than $10,000 insurance. There are
approximately 1 800,000 service-disabled veterans who would be
potentially eligible for insurance under the bill provided they do not
now have the maximum coverage of $10,000. Of this number about
1,048,000 are rated 10 and 20 percent disabled and it is probable that
a large proportion 'of these groups would be able to qualify under the
good health provisions of the bill for participating NSLI. The
Veterans' Administration has no basis on which to make a reliable
estimate of the number of applications that will be received or the
number of policies that will be issued under the bill. For the pur-
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poses of- this report it is arbitrarily assumed that 1 million policies
will be issued under the bill, 100,000-of which will be issued to the
service disabled. Hence, the actual costs incurred under the bill
will be more or less than the indicated amount depending upon the
actual number of such policies issued.
The cost to the Government of reopening insurance to persons in

good healthwill be the amount of claims traceable to the extra hazard
of military and naval service. Ifit is arbitrarily assumed that 1
million policies will be issued under the bill, and that 900,000 are issued
to' persons in good health with an average face amount of $6,750, the
extra hazards cost to the Government over the first 5 years after the
effective date of the bill would be about $100,000 the first year- and
$240,000 for each of the next 4 years.

If it is assumed that the cost to the Government of insurance issued
under the bill to the service-disabled group will follow our experience
on service disabled veterans insurance issued under 38 U.S.C. 722(a),
the annual'premium deficiency would be about $130 a year per policy
issued. These annual premiuni deficiencies represent incurred losses
and are not directly comparable to the yearly cash appropriations
required to meet the current payments under insurance issued to the
service disabled. In the early years of the program the appropriations
required to meet current payments would be less than the actual iosse
incurred for that particular year; in the latter years of the program the
reverse would be true. If it is assumed that 100 000 policies of insur-
ance will be issued under the bill to the service disabled, the premium
deficiency would be $5.6 million the first year after the effective date of
the bill and $13 million for each of the next 4 years.
The estimated administrative cost of the bill (generally to be borne

by the insureds) is based on the assumption that three-fourths of the
applications received thereunder will be processed the first year and
that one-fourth will be processed the second year following the effective
date of the bill. As indicated the administrative cost is also based on
an arbitrarily assumed 1 million policies, 900 000 issued to healthy
veterans and 100,000 to the service disabled. (The cost of administra-
tion of the latter group of policies will, of course, not be borne by the
policyholders). Based on the assumed number of policies it is esti-
mated that the administrative costs the first year will be approximately
$7.7 million; $5.6 million the second year; and decreasing each of the
succeeding 3 years to about $2.7 million the fifth year. (Substantially
recoverable from policyholders.)

JUNE 27, 1962.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DEAR Mn. CHAIRMAN: Reference is made to the Administrator's

report to your committee on S. 3289, 87th Congress, a bill to reopen
the national service life insurance program, for a limited period, to
certain veterans heretofore eligible for such insurance.
The mentioned report recommended certain amendments to the bill

for consideration by your committee. To implement such recom-
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mendations I am enclosing a draft bill which contains appropriate
revisions to reflect the details of the amendments suggested.

Sincerely,
W. J. DRIVER, Deputy Administrator.

A BILL To amend title 38, United States Code, to permit, for one year, the
granting of national service life insurance to certain veterans heretofore eligible
for such insurance.
Be it enacted by the Senate and House of Representatives of the United

States of America in Congress assembled, That subchapter I of chapter
19 of title 38, United States Code, is amended by adding at the end
thereof the following ney section:
"§ 725. Limited period for acquiring insurance

"(a) Any person (other thant a person referred to in subsection (e)
of this section) heretofore eligible to apply for National Service Life
Insurance after October 7, 1940, and' before January 1, 1957 shall,
upon application in writing made within one year after the effective
date of this section, submission of evidence of good health satisfactory
to the Administrator at the time' of such application, and payment of
the required premiums, be granted insurance under the same terms
And .conditions as are contained in standard policies of National
Service ILife' Insurance 'except (1) five-year level premium term in-
surance may be issued' but not renewed on the term plan after the
applicant's fiftieth"birthday; (2) the net premium rates shall be based
on the 1958 Commissioners Standard Ordinary Basic Mortality Table
and shall be increased' by such an amount as the Administrator
determines to be necessary for sound actuarial operations; (3) an
additional premium to cover administrative costs to the Government
as determined by the Administrator at time of issue shall be charged
for insurance issued under this subsection aAd for any total disability
income provision 'attached thereto, 'and thereafter such costs may be
adjusted as the Administrator determines to bo necessaryi'but at
intervals of not less than ^five years; (4) all cash, loan andc paid-up
insurance values shall b based' on the' 1958 Commissioners Standard
Ordinary Basic Mortality Tafble andi all extended' term insurance
values shall be based on 130 per centuni of such Table; (5) all settle-
ments on policies involving tanuities shall'be calculated on the basis
of The Annuity Table for 1949,' (6) all'balculations in connection with
insurance issued under this siisection shall'b be· based on interest at
the rate of 3 per centum per annum'; (7) all rights under such inisur-
ance and any total disability income proivisibn; attached thereto,
whether in force or lapsed, 'shall teriniate effective upon:'the date
the policyholder enters on active duty or active duty for training under
a call or order to such ditty for a period of thiity-one days or more;
(8) the insurance shall not be payable for death which occurs while
theoinsured is on active' duty or active duty for training under a call or
order to"such duty for ':period of less than thirty-one days, if de-
pendency and' indemnity cotiponsation is payable in such case at the
tinie of death, however, the' cash valueif any, less any indebtedness
shall be paid to 'the designated'beneficiary, if living, otherwise to the
insured's estate; (9) the insurance shall include such other changes
in terths and conditions as; the Administrator determines to be rea-
sonable and practicable: (10)' the ,insuraneancand any total disability
income provision attached 'thereto shall be on a nonparticiapting

11
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basis and all premiums and other collections therefor shall be credited
to a revolving fund in the Treasury of the United States and the pay-
ments on such insurance and disability provision shall be made
directly from such fund.

"(b)(1) There is authorized to be appropriated such sums as may
be required to provide capital for the revolving fund to carry out the
purpose of this section. Such appropriations shall be advanced to
the revolving fund as needed and shall bear interest as determined
by the Secretary of the Treasury, taking into consideration the aver-
age yield on all marketable interest-bearing obligations of the United
States of comparable maturities then forming a part of the public
debt and shall be repaid to the Treasury over a reasonable period of
time.

"(2) The Administrator is authorized to set aside out of the re-
volving fund established under subsection (a) of this section such
reserve amounts as may be required under accepted actuarial principles
to meet all liabilities on insurance issued under subsection (a) of this
section and any total disability income provision attached thereto.
The Secretary of the Treasury is authorized to invest in and to sell
and retire special interest-bearing obligations of the United States
for the account of the revolving fund. Such obligations issued for
this, purpose,by the. revolving fund shall have maturities fixed with
due regard for the needs of the fund and shall bear interest at a rate
equal to the average market yield (computed by the Secretary of
the Treasury on the basis of market quotations as of the end of the
calendar month next preceding the date of issue) on all marketable
interest-bearing obligations of the United States then forming a part
of the public debt which are not due or callable until after the expira-
tion of four years from the end of such calendar month; except that
where such average market yield is not a multiple of one-eighth of
1 per centum, the rate of interest of such obligations shall be the
multiple of one-eight of 1 per centum nearest such market yield.

"(3) Notwithstanding the provisions of section 782 of this title,
there are hereby authorized to be made available for expenditure out
of the.revolving fund such sums as Congress may deem appropriate
to pay the cost of administration of insurance issued under subsection
(a) of this section, and any total disability income provision attached
thereto, for transfer to the appropriation, General operating expenses,
Veterans' Admirxistration,' or as may otherwise be specified in appro-
.priation acts. The Administrator shall from time to time transfer
from such revolving. fund to the general fund receipts in the Treasury
any amounts which he determines are in excess of the actuarial lia-
bilities of such fund, including contingency reserves.

"(c) Any person who applies for insurance under subsection (a) of
this section and who cannot qualify for insurance thereunder solely
because of a service-connected disability less than total in degree for
which compensation would be payable, if 10 per centum or more in
in degree, shall be granted insurance under the same terms and condi-
tions as are contained in standard policies of National Service Life
Insurance except (1) five-year level premium term insurance may be
issued but not renewed on the term plan after the applicant's fiftieth
birthday; (2) an additional premium to cover administrative costs to
the Government as determined by the Administrator at the time of
issue shall be charged for insurance issued under this subsection and
for any total disability income provision attached thereto (for which the

12
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insured may subsequently become eligible) and thereafter such costs
may be adjusted as the Administrator determines to be necessary but
at intervals of not less than five years; (3) the insurance and any total
disability income provision attached thereto shall be on a nonpartici-
pating basis;(4) all settlements on policies involving annuities shall
be calculated on the basis of the Annuity Table for 1949, and interest
at the rate of 3 per centum per annum; (5) the insurance shall include
such other changes in terms and conditions as the Administrator
determines to be reasonable and practicable; (6) all premiums and
other collections on the insurance and any total disability income
provision attached thereto shall be credited directly to the National
Service Life Insurance Appropriation and any payments of benefits
on such insurance and total disability income provision attached
thereto shall be made-directly from such appropriation. Appropria-
tions necessary to carry out the provisions of this subsection are
hereby authorized. Notwithstanding the provisions of section 782
of this title, there are hereby authorized to be made available for ex-
penditure out of the National Service Life Insurance Appropriation
such sums as Congress may deem appropriate to pay the cost of
administration of insurance issued under this subsection, and any
total disability income provision attached thereto, for transfer to theappropriation; 'General Operating Expenses, Veterans' Administra-
tion,' or as may otherwise be specified in appropriation acts

"(d) Notwithstanding the provisions of section 782 of this title, a
medical examination (including any supplemental examination or
tests) when required of an applicant for issuance of insurance under
this section or any total disability income provision attached thereto
shall be at the applicant's own expense by a duly licensed physician.

"(e) No insurance shall be granted under this section to any person
referred to in section 107 of this title or to any person while on active
duty under a call or order to active duty for a period of 31 days or more.

"(f)(1) Whenever insurance issued under subsection (a) of this sec-
tion and any total disability income provision attached thereto is
terminated as provided in such subsection, the cash value, if any, less
any indebtedness, of a permanent plan policy shall be paid to the
insured. Any person whose term or permanent plan policy, not in-
cluding a reduced paid-up policy, was so terminated while it was not
lapsed may, upon written application and payment of the required
premium made within 120 days after separation. from. active duty or
active duty for training replace such policy and any total disability
income provision attached thereto which was in force at the time of
termination. The policy and provision issued to replace the termi-
nated insurance shall be on the same plan and shall not be in excess
of the amount of insurance which was terminated. Any person whose
permanent plan policy was so terminated while such insurance was
not lapsed may reinstate such insurance and any total disability income
provision attached thereto which was in force at time of termination
upon written application, payment of the required premium and
reserve within the 120-day period specified above. A person whose
paid-up policy was so terminated may replace such paid-up insurance
within the 120-day period specified above, and any total disability
income provision attached thereto which was in force at time of
termination, upon written application and payment of the required
premium and reserve. Waiver of premiums and total disability in-
come benefits otherwise authorized under this chapter shall not be

13
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denied in any case of reinstatement or replacement of insurance or
disability provision under this paragraph in which it is shown to the
satisfaction of the Administrator that the total disability of the
applicant began before the date of his application.

"(2) Any person whose rights under a term or permanent plan
policy or any total disability income provision attached thereto were
terminated under subsection (a) of this section, while the insurance
and provision were in a lapsed status, may upon. separation from
active duty or active duty for training, replace such policy and pro-
vision on the same plan and not in excess of the amount of insurance
terminated, upon written application made within 120 days after
separation from such duty, payment of the required premium and
submission of evidence of good health satisfactory to the Adminis.
trator. .

"(3) Any person whose rights under a term or permanent plan
policy or total disability income provision attached thereto -were
terminated under subsection (a) of this section, whether the insurance
and provision were in force or lapsed, may upon separation from
active duty or active duty for training (A) reinstate such permanent
plan policy and provision upon written application, payment'of the
required premium and reserve, and submission of evidence of good
health satisfactory to the Administrator; or (B) reinstate such term
policy and provision (within the term period) upon written applica-
tion, payment of the required premiums, and submission of evidence
of good health satisfactory to the Administrator.

' (4) Five year level premium insurance may be issued under this
subsection but not renewed on the term plan after the applicant's
fiftieth birthday. Insurance replaced under this subsection shallbe
issued at the premium rate for the applicant's then attained age."

SEC. 2. The amendments made by this Act shall take effect as of the
first day of the first calendar month which begins more than one year
after the date of enactment of this Act.i

SEC. 3. The analysis of subchapter I of chapter 19 of title 3d, United
States Code, is amended by adding at the end thereof the following:
"725. Limited period for acquiring insurance."

VETERANS' ADMINlISTRATION,
OFFICE OF THE ADMINISTRATOR OF VETERANS' AFFAIRS,

Washington, D.C., March 2S, 196t.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DEAR SENATOR BYRD: The following report on H.K. 856, 87th Con-

gress, is submitted as requested.
The bill provides at how plan of insurance for national service life

insurance (NSLI) polLcyholdes. The plan is mod ife insurance
which provides a level premium throughout the life of the injured
but the face: value of the policy rill be automatically reduced by50
percent at the end of the day preceding the insured's 65th birthday.
The face value of any extended term insurance in force under the modi-
fled life policy would also be reduced by 60 percent at that time,
The insured, upon written applications, paymentt of the reqiiired

premium and without medical eXamination, may be issued; additional
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insurance on the ordinary life plan to replace the amount of insurance
which is reduced on his 65th birthday. Such insurance will be issued
at age 65 only and will be based on the same mortality tables and
interest rates and have the same guaranteed values and settlement
options as the insurance which is reduced. In order to be eligible for
such replacement insurance the modified life plan must be in force
by payment or waiver of premiums at time of reduction. The appli-cation for such additional insurance must be made before the insured's
65th birthday and shall be effective on that day. If the insured is
totally disabled and premiums on the modified life plan are being
waived or he is entitled to such waiver at the time of the reduction he
will be automatically granted insurance equal to the amount of the
reduction.
The bill permits NSLI policyholders to convert their term insurance

or to exchange their, permanent plan insurance for the modified life
plan. On participating insurance the premium rates and guaranteed
values of the newi plan would be based on the 1958 Commissioners
Standard Ordinary Table of. Mortality with interest at the rate of
3 percent per annum. That table provides a more realistic up-to-date
mortality basis for calculation of premiums than the American Expe-
rience Table of Mortality which is almost a century old. The use of
the 1958 Commissioners Standard Ordinary Table of Mortality will
provide premiums at a lower participating level than the American
Experience Table of Mortality. The insurance will continue to be
participating but dividends will be considerably lower under the new
plan than at present. The basis for calculation of optional settlements
on the insurance is not changed.
On nonparticipating insurance the premium rates and guaranteed

values on the modified life plan will be based on the same mortality
table and interest rates as the existing insurance with one exception.
The premium rates of insurance issued under section 621 of the Na-
tional Service Life Insurance Act are based on the Commissioners
1941 Standard Ordinary Table of Mortality with interest at the rate
of 2% percent per annum. Such policyholders can at the present time
convert or exchange their term policy for insurance issued under 38
U.S.C. 723(b). The premium rates and guaranteed values of insur-
ance issued under that provision are based on table X-18 (1950-54
Intercompany Table of Mortality) and interest at the rate of 2% per.
cent per annum. Such insurance is issued' at a lower premium rate
than insurance under section 62L of the National Service Life Insur-
ance Act. Also, the settlement on plicies involving annuities under
section 723(b) are calculated on the basis of the Annuity Table for
1949 and interest at the rate of 23 percent pr.annum rather than 24
percent per annum as under section 621. The bill permits persons
holding the section 621 term insurance to convert directly to a modified
life plan on the same mortality and annuity tables with the same rate
of interest as they would be entitled to had they converted to insurance
under section 723(b).The bill authorizes service-disabled persons who have been issued
insurance under title 38, United States Code, section 722(a), to con-
vert or exchange their insurance for the modified life plan. It also
permits the original issue of insurance on the modified life plan to
eligible persons qualifying for insurance under section 722(a).

15
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The Veterans' Administration, your committee, and veterans' organ-
izations are aware of the problems that arise because of failure on the
part of veterans to convert their term policies. There are at the pres-
ent time World War I USGLI term policyholders in their sixties and
seventies who are paying very high premiums because they failed to
heed the advice of the Veterans' Administration to convert their term
insurance at the younger ages to a permanent plan of insurance..
While the number of USGLI term policyholders is not large (around
15,000, of whom 80 percent are age 60 or higher) there are about 3 mil-
lion NSLI policyholders who are continuing their insurance on a term
plan. The Veterans' Administration is very much concerned with the
magnitude of the problem that will develop 20 to 25 years hence as
such policyholders attain the advanced ages where term premium
rates become progressively more burdensome with each renewal.
The modified life plan proposed by the bill will not, of course, fully

solve the problem. However, it should help. It is believed that one
of the major deterrents to conversion is the difference in cost between
term and permanent plans of insurance. The modified life plan will
provide permanent plan insurance at a lower premium rate than the
existing permanent plans of insurance. This is true because the pro-
tection is cut in half at age 65 and a more realistic table is used for
calculation of premiums on participating insurance. A comparison of
premiums per $1,000 of participating insurance is as follows:

Annual premium present Level premium after age 65
Annual rates
premium

Age for the
modified 5-year level Ordinary If 50 percent If 100 percent
life plan premium life face face

term continued continued

30............................... $9.83 $8.41 $18.47 $9.83 $43.22
35........ ...................... 11.72 9.00 21.31 11.72 45,11
40.. ... ......................... 14.09 10.06 2i,10 14.09 47.48
45............................ 17.17 11.72 30.07 17.17 0. 66
0........ .........- ............. 20.84 15.04 3.94 20.84 54.23
55................................22 2.0.95 46.63 26.22

'

8.1
65...................................... 47.00 7 97 ......................

It is not known how many NSLI policyholders will convert to or
exchange their insurance for the modified life plan under the bill. It
is contemplated that all NSLI term policyholders will be notified of
their right to convert to the new plan at the time their term insurance
has to be renewed. If it is assumed that 300 000 term policyholders
convert and 10,000 permanent plan policyholders apply for change of
plan the estimated administrative cost to the Department of Insur-
ance for the first 5 years following the effective date of the bill would
be as follows:
1st year -------------------------------------------- - $258, 093
2d year......---------------------------------------------- - 116, 646
3d year -----------------------------------------120, 126
4th year.------...----------------------------------------- 119, 994
5th year.......----------------------------.. 185, 090

Since H.R. 856 will tend to alleviate the problem of the NSLI term
policyholders at the older ages, the Veterans' Administration recom-
mends its favorable consideration by your committee.

9.869604064
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The Bureau of the Budget advises that there is no objection to the

presentation of this report from the standpoint of the administration's
program.

Sincerely,
J. S. GLEASON, Jr.,

Administrator.
CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown as follows (existing law proposed to be omitted is enclosed in
black brackets; new matter is printed in italic; existing law in which
no change is proposed is shown in roman):

CHAPTER 19-INSURANCE
SUBCHAPTER I-NATIONAL SERVICE LIFE INSURANCE

701. Definitions.
702. Premium rates and policy values.
703. Amount of insurance.
704. Plans of insurance.
705. Renewal.
706. Policy provisions;
707. Dividejids to pay premiums.
708. Premium payments.
709. Effective date of insurance.
710. Incontestability.
711. Forfeiture.
712. Total disability waiver.
713. Death before six months' total disability.
714. Statutory total disabilities _

715. Total disability income provision.
716. Insurance which matured before August 1, 1946. _
717. Insurance maturing on or after August 1, 1946.
718. Assignments.
719. National Service Life Insurance appropriation.
720. National Service Life Insurance Fund.
721. Extra hazard costs.
722. Service disabled veterans' insurance.
723. Veterans' special term insurance.
724. In-service waiver of premiums.
726. Limited period for acquiring insurance.

SUBCHAPTER II-UNITED STATES GOVERNMENT LIFE INSURANCE

740. Definition.
741. Amount of insurance.
742. Plans of insurance.
743. Premiums.
744. Policy provisions.
745, Renewal.
746. Dividends to pay premiums.
747, Incontestability.
748. Total disability provision.
749. Change of beneficiary.
750. Payment to estates.
751. Payment of insurance.
752. Optional settlement.
753. Assignments.
754. Forfeiture.
755. United States Government Life Insurance Fund.
750. Military and naval insurance appropriation,
757. Extra hazard costs.
758. Statutory total permanent disability,
759. Waiver of disability for reinstatement.
760. Waiver of premium payments on due date.
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SUBCHAPTER III-GENERAL

781. Replacement of surrendered and expired insurance.
782. Administrative cost.
783. Settlements for minors or incompetents.
784. Suits on insurance.
785. Decisions by the Administrator.
786. Deposits in and disbursements from trust funds.
787. Penalties.
788. Savings provision.

Subchapter I-National Service Life Insurance

§ 701. Definitions
For the purposes of this subchapter-
(1) The term "insurance" means National Service Life Insurance.
(2) The term "widow" or "widower" mean a person who was the

lawful spouse of the insured at the maturity of the insurance.
(3) The term "child" means a legitimate child, an adopted child,

and, if designated as beneficiary by the insured, a stepchild or an
illegitimate child.

(4) The term "parent", "father", and "mother" mean a father,
mother, father through adoption, mother through adoption, persons
who have stood in loco parentis to a member of the military or naval
forces at any time before entry into active service for a period of not
less than one year, and a stepparent, if designated as beneficiary by
the insured.
§ 702. Premium rates and policy values
Premium rates for insurance shall be the net rates based upon the

American Experience Table of Mortality and interest at the rate
of 3 per centum per annum. All cash, loan, paid-up, and extended
values, and all other calculations in connection with insurance, shall
be based upon said American Experience Table of Mortality and in-
terest at the rate of 3 per centum per annum.
§ 703. Amount of insurance
Insurance shall be issued in any multiple of $500 and the amount

of insurance with respect to any one person shall be not less than
$1,000 or more than $10,000. No person may carry a combined
amount of National Service Life Insurance and United States Gov-
ernment life insurance in excess of $10,000 at any one time.
§ 704. Plans of insurance

(a) Insurance may be issued on the following plans: Five-year level
premium term, ordinary life, twenty-payment life, thirty-payment life,
twenty-year endowment, endowment at age sixty, and endowment at
age sixty-five. Level premium term insurance may be converted as of
the date when any premium becomes or has become due, or exchanged
as of the date of the original policy, upon payment of the difference in
reserve, at any time while such insurance is in force and within the
term period to any of the foregoing permanent plans of insurance,
except that conversion to an endowment plan may not be made while
the insured is totally disabled.

(b) Under such regulations as the Administrator may promulgate a
policy of participating insurance may be converted to or exchanged for
insurance issued under this subsection on a modiied life plan. In-
surance issued under this subsection shall be on the same terms and



NATIONAL SERVICE LIFE INSURANCE

Nitions a8 tie insurance which it replaces,; except (1) the, premium
rates for such insurance eshal be based on;the 1968. Cormmin osio
Standard Ordinzry Table of Mortay and nterst iatthe rateof
per centum per annum; (s) all cdsh loani paid-up, and extended values
Shall' be based on the 1958 Commissioners Standard Ordinary Table of
Mortalityand interest at the rate of 8 pe centum per annum; and (8)
at the end of the day preceding the sixty-ifth birthday of the insured
'the face value of the modified life insurance policy or the amount of
extended term insurance thereunder shall be automatically reduced by
one-half thereof without any reductio in remium.,

(c) Under such re uation as the Administrator may promulgat,
policy of nonparticipating insurance may be converted to or a.ehange
for insurance issued under this subsection .on a modified life plan,
Insurance issued under this subsection shall be on the same terms and
conditions as the insurance which it replaces, except that (1) term insur.
ance issued under section 621 of the National Service Life' Insurace
Act of 19k0 shall be deemed for the purposes of th'is' tbection to have
been issued under section 72 (b) ofthis tie; and '() at the end of the
day preceding the sixty-fifth birtday of the insured the face value of
the modified life insurance policy or the amount of'eded te' insw-
ance thereunder shall 'be automatically reduced by one-half thereof,without any reduction in premium. Any person eligible for insurance
under section (722(a), or section 725, of this ttle may be granted modified
life insurance policy under this subsection whico,subject to exception
(2) above, shall be issued on the same terms and conditions specified in
section 722(a), or section 726, whichever is applicable.

(d) Any insured whose modified life insurance policy is in force by
payment or waiver of premiums on the day before his sixty-fifth birtidaiy
may upounwritten application and paymet of premiums made before
such birthday be granted National Sere Life InsUrance, on an ordinary
life plan, without physical examination, in an' amount of not !less than
$600, in multiples of $250, but not in 'excess of one-ludf of the face amount
of the moife life insurance policy 'in force on the day before 's sixty-
fifth birthdSy. Insurance issued under this subsection shall be effective
on the sixty-fifth birthday of the insured. The premium rate, cash; loan
paid-up, and extended values on the ordinary life insurance issued under
this subsection shall be based on the same mortality tables and interest
rates as the insurance issued under the modified life policy. Settlements
on policies'involving annuities on innlrance issued under this subsection
shall be based on the same mortality or' nnuity tables and interest rates as
such settlements on the modified life policy.' If the insured is totally
disabled on the day before his sixty-fifth birthday and premiums on his
modified life insurance policy are being'waived under section 712 of this
title or he is entitled on that date to 4.aiver under such section he shall be
automatically granted the maximum amount of insurance authorized
under this subsection and premiums on such insurance shall be waived
during the continuous total disability of the insured.
§ 705. Renewal

All level premium term policies, except as otherwise provided in
this section, shall cease and terminate at the expiration of the term
period. At the expiration of any term period any five-year level
premium term policy which has not been exchanged or converted to
a permanent plan of insurance and which is not lapsed shall be re-
newed as level premium term insurance without application for a
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successive five-year period at the premium rate for the attained agewithout medical examination. However, renewal will be effected in
cases where the policy is lapsed only if the lapse occurred not earlier
than two months before the expiration of the term period, and re-
instatement in such cases shall be under the terms and conditions
prescribed by the Administrator. In any case in which the insured is
shown by evidence satisfactory to the Administrator to be totally
disabled at the expiration of the level premium term period of his
insurance under conditions which would entitle him to continued
insurance protection but for such expiration, his insurance, if subject
to renewal under this section, shall be automatically renewed for an
additional period of five years at the premium rate for the then
attained age, unless the insured has elected insurance on some other
available plan.
§ 706. Policy provisions
Provisions for cash, loan, paid-up, and extended values, dividends

from gains and sayings, refund of unearned premiums, and such
other provisions as may be found to be reasonable and practicable
may be provided for in the policy of insurance from time to time by
regulations promulgated by the Administrator.
§ 707. Dividends to pay premiums
Until and unless the Veterans' Administration has received from

the insured a request in writing for payment in cash, any dividend
accumulations and unpaid dividends shall be applied in payment of
premiums becoming due on insurance subsequent to the date the
dividend is payable after January 1, 1952.
§ 708. Premium payments
The Administrator shall, by regulations prescribe the time and

method of payment of the premiums on insurance, but payments of
premiums in advance shall not be required for periods of more than
one month each, and may at the election of the insured be deducted
from his active-service pay or be otherwise made. An amount equal
to the first premium due under a National Service Life Insurance
policy may be advanced from current appropriations for active-
service pay to any person in the active service in the Army, Navy,
Air Force Marine Corps, or Coast Guard, which amount shall con-
stitute a lien upon any service or other pay accruing to the person
for whom such advance was made and shall be collected therefrom
if not otherwise paid. No disbursing or certifying officer shall be
responsible for any loss incurred by reason of such advance. Any
amount so advanced in excess of available service or other pay shall
constitute a lien on the policy within the provisions of section 3101(b)
of this title.
§ 709. Effective date of insurance

Insurance may be made effective as specified in the application,
not later than the first day of the calendar month following the date
of application therefor, but the United States shall not be liable
thereunder for death occurring before such effective date.
§ 710. Incontestability
Subject to the provisions of section 711 of this title all contracts or

policies of insurance heretofore or hereafter issued, reinstated, or-con-
verted shall be incontestable from the date of issue, reinstatement, or
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conversion except for fraud, nonpayment of premium, or on the
ground that the applicant was not a member of the military or naval
forces of the United States. However, in any case in which a-contract
or policy of insurance is canceled or voided after March 16, 1954,
because of fraud, the Administrator shall refund to the insured, if
living, or, if deceased, to the person designated as beneficiary (or, if
none survives, to the estate of the insured) all money, without interest,
paid as premiums on such contract or policy for any period subsequent
to two years after the date such fraud induced the Veterans' Admin-
istration to issue, reinstate, or convert such insurance less any divi-
dends, loan, or other payment made to the insured under such contract
or policy.
§ 711. Forfeiture
Any person guilty of mutiny, treason, spying, oi' desertion, or who,

because of conscientious objections, refuses to perform service in the
Armed Forces of the United States or refuses to wear the uniform of
such force, shall forfeit all rights to National Service Life Insurance.
No insurance shall be payable for death inflicted as a lawful punish-
ment for crime or for military or naval offense, except when inflicted
by any enemy of the United States; but the cash surrender value, if
any, of such insurance on the date of such death shall be paid to the
designated beneficiary, if living, or otherwise to the beneficiary or
beneficiaries within the permitted class in accordance with the order
specified in section 716(b) of this title.
§ 712. Total disability waiver

(a) Upon application by the insured and under such regulations as
the Administrator may promulgate, payment of premiums on insur-
ance may be waived during the continuous total disability of the
insured, which continues or has continued for six or more consecutive
months, if such disability began (1) after the date of his application
for insurance, (2) while the insurance was in force under premium-
paying conditions and (3) before the insured's sixtieth birthday.

(b) The Administrator, upon any application made after August 1,
1947, shall not grant waiver of any premium becoming due more than
one year before the receipt in the Veterans' Administration of applica-
tion for the same, except as provided in this section. Any premiums
paid for months during which waiver is effective shall be refunded.
The Administrator shall provide by regulations for examination or
reexamination of an insured claiming benefits under this section, and
may deny benefits for failure to cooperate. If it is found that an
insured is no longer totally disabled,' the waiver of premiums shall
cease as of the date of such finding and the policy of insurance may
be continued by payment of premiums as provided in said policy.
In any case in which the Administrator finds that the insured's failure
to make timely application for waiver of premiums or his failure to
submit satisfactory evidence of the existence or continuance of total
disability was due to circumstances beyond his control, the Adminis-
trator may grant waiver or continuance of waiver of premiums.

(c) If the insured dies without filing application for waiver, the
beneficiary, within one year after the death of the insured, or, of the
beneficiary is insane or a minor, within one year after removal of
such legal disability, may file application for waiver with evidence
of the insured's right to waiver under this section. Premium rates
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shall be calculated without charge for the cost of waiver of premiums
provided in this section and no deduction from benefits otherwise
payable shall be made on account thereof.

(d) In any case in which an insured has been denied or would
have been denied premium waiver under section 602(n) of the Na-
tional Service Life Insurance Act of 1940 or this section solely because
he became- totally disabled between the date of valid application for
insurance and the subsequent effective date thereof, and in which it
is shown that (1) the total disability was incurred in line of duty
between October 8, 1940, and July 31, 1946, inclusive, or June 27,
1950, and April 30, 1951, inclusive, and (2) the insured remained
continuously so totally disabled to the date of death or the date: of
enactment of this subsection, whichever is earlier, the Administrator
may grant waiver of premiums from the beginning of and during the
continuous total disability of such insured. Application for waiver
of premiums under this subsection must be filed by the'insured' or,
in the event of his death, by the beneficiary within two years'after the
date of enactment of this subsection, except that if the insured or
the beneficiary be insane or a minor within the two-year period,
application for'such waiver may be filed, within two years after re-
moval of such legal disability, or if an insane insured shall die be-
fore the removal of the disability, application may be filed by the
beneficiary within two years after the insured's death. No insurance
shall be placed in force under this subsection in any case in which
there was an award of benefits under the Servicemen's Indemnity Act
of 1951 or of gratuitous insurance under section 722(b) of this title.
The amount of insurance placed in force hereunder together with any
other United States Government life insurance or national service
life insurance in force at the time of death, or at the time of the in-
sured's application for waiver hereunder, may not exceed $10,000 and
shall be reduced by the amount of any gratuitous insurance awarded
under the National Service Life Insurance Act of 1940. Waiver of
premiums under this subsection shall render the insurance nonpar-
ticipating during the period such premium waiver is in-effect. The
cost of waiver of premium and death benefits paid as a result of this
subsection shall be borne by the United States.

713. Death before six months' total disability
Whenever premiums are not waived under section 712 of this title

solely because the insured died prior to the continuance of total
disability for six months, and proof of such facts, satisfactory to the
Administrator, is filed by the beneficiary with the Veterans' Admin-
istration within one year after the insured's death, his insurance shall
be deemed to be in force'at the date of his death, and the unpaid
premiumss shall become a lien against the proceeds of his insurance.
If the beneficiary is insane or a minor, proof of such facts may be
filed within one year after removal of such legal disability.
§ 714. Statutory total disabilities
Without prejudice to any other cause of disability, the permanent

loss of the use of both feet, of both hands, or of both eyes, or of one
foot and one hand, or of one foot and one eye, or of one hand and
one eye, or the total loss of hearing of both ears, or the organic loss
of speech, shall be deemed total disability for insurance purposes.
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§ 715. Total disability income provision.
The Administrator shall, upoh appliationf by the insured and proof;

of goodhealth satisfactory to the Administrator and payment f: such
extra premium as' theiAdministrator shall 'prescribe, include in any!
National Servi'ce Life Isuranice policy;o thelife f the insured
(except a policy issued ,under' setion 620 ,ofithe National Service
Life Insurance Act of 1940, or section 722' of this title) provisions
whereby an inrsurel who is shown: to have become totally disabled for
a period of six consecutive months or more comtmeicinhgafter the date
of such application and before attaining the age of sixty and while
the payment of any premium is not i: default, shall' be paid monthly
disability benefits from the first day of the seventh consecutive month
of and during'the contindance of such'total disability of $10 for each
$1,000 'of such insurance in effet when such benefits become payable.
The total'disability'povoision authorized under this section shall not be,
added to a policy containing the total disability coverage heretofore'
issued under section 602(v) of the National Service Life Insurance
Act of 1940, except upon surrender of such total disability coverage,
proof of good health satisfactory to the Administrator, and payment'
of such extra premium as, the Administrator shall determine is required
in such cases. Participating policies containing additional provisions
for the payment of disability benefits may be separately classified. for
the purpose of dividend distribution from otherwise similar policies
not containing such benefit.
§ 716. Insurance which matured before August 1, 1946

(a) Insurance which matured before August 1, 1946, is payable in
the following manner; :

(1) If the beneficiary to whom payment is first made was under
thirty years of age at the time of maturity, in two hundred and
forty equal mnonthl installments.

(2) Ifthe beneficiary,towh6m payment is first madews thirty
or more years f age at the time of maturity, in equal monthly
installments for one hundred and twenty months certain, with
suchf

p.aymen tcontinuing during the remaining lifetime of such
beneficiary.,

'

(3) If elected by the insured or a beneficiary' entitled'to make.
such an election under, pIri r provisions of law, as a refund life
income in monthly installments payable ,for sqich period certain
as may be required in order that the sum of the installments cer-
tain, including a last installment of such reduced amount as may
be necessary, shall equal the face value of the contract, less any
indebtedness, with such payments continuing throughout the life-
time of the first beneficiary. A refund life income optional settle-
ment is not available in any case in which such settlement would
result in payments of installments over a shorter period than one
hundred and twenty months. If the mode of payment is changed
to a refund life income in accordance with prior provisions of
law, after payment has commenced, payment of monthly install-
ments will be adjusted as of the date of maturity of such policy
with credit being allowed for payments previously made on the
insurance.

(b) Such insurance shall be payable only to a widow, widower,
child, parent, brother or sister of the insured, Any installments cer-
tain of such insurance remaining unpaid at the death of any beneficiary

99-208'-62 Sen. Rept.., 87-2, ¥ol. 8-75

23



NATIONAL SERVICE LIFE INSURANCE

shall be paid in equal monthly'installments in an amount equal to the
monthly installments paid to the first beneficiary, to the person or
persons then in being within the following classes, and in the order
named, unless designated by the insured in a different order:

(1) To the widow or widower of the insured, if living.
(2) If no widow or widower, to the child or children of the

insured, if living, in equal shares.
(3) If no widow, widower,, or child, to the parent or parents

of the insured who last bore that relationship, if living, in equal
shares.

(4) If no widow, widower, child, or parent, to the brothers
and sisters of the insured, if living, in equal shares.

(c) The provisions of this section shall not be,construed to enlarge
the classes of beneficiaries heretofore authorized under section 602(d)
ot the National Service Life Insurance Act of 1940, for payment of
gratuitous insurance.

(d) If no beneficiary of insurance which matured before August 1,
1946, was designated by the insured or if the designated beneficiary
did not survive the insured, the beneficiary shall be determined in
accordance with the order specified in subsection (b) and the insur-
ance shall be payable in equal monthly installments in accordance
with subsection (a). The right of any beneficiary to payment of any
installments of such insurance shall be conditioned upon his or her
being alive to receive such payments.No person shall have a vested
right to any installment or installments of any such insurance and
any installments not paid to a beneficiary during such beneficiary's
lifetime shall be paid to the beneficiary or beneficiaries within the
permitted class next entitled to priority, as provided in subsection (b).

(e) No installments of insurance which matured before August 1,
1946, shall be paid to the heirs or legal representatives as such of the
insured or of any beneficiary, and if no person within the permitted
class survives to receive the insurance or any part thereof no payment
of the unpaid installments shall be made, except that if the reserve of
a contract of converted National Service Life Insurance, together
with dividends accumulated thereon, less any indebtedness under such
contract, exceeds the aggregate amount paid to beneficiaries, the excess
shall be paid to the estate of the insured unless the estate of the insured
would escheat under the laws of his place of residence, in which event
no payment shall be made. When the amount of an individual
monthly payment of such insurance is less than $5, such amount may,
in the discretion of the Administrator be allowed to accumulate
without interest and be disbursed mnnuaily.

(f) Any payments of insurance made to a person, represented by
the insured to be within the permitted class of beneficiaries, shall be
deemed to have been properly made and to satisfy fully the obligation
of the United States under such insurance policy to the extent of such
payments.
§ 717. Insurance maturing on or after August 1, 1946

(a) The insured shall have the right to designate the beneficiary
or beneficiaries of insurance maturing on or after August 1, 1946, and
shall, subject to regulations, at all times have the right to change the
beneficiary or beneficiaries of such insurance without the consent of
such beneficiary or beneficiaries,
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(b) Insurance maturing-on or after August 1, 1946, shall be pay-
able in accordance with the following optional modes of settlement:

(1) In one sum.
(2) In equal monthly installments of from thirty-six to two

hundred and forty in number in multiples of twelve.
(3) in equal monthly installments for one hundred and twenty

months certain with such payments continuing during the remain-
ing lifetime of the first beneficiary.

(4) As a refund life income in monthly installments payable
for such periodcertain as may be required in order that the sum
of the installments certain, including a last installment of such
reduced amount as may be necessary, shall equal the face value of
the contract, less any indebtedness, with such payments contin-
uing throughout the lifetime of the first beneficiary; however, such
optional settlement shall not be available in any case in which
such settlement would result in payments of installments over a
shorter period than one hundred and twenty months.

(c) Unless the insured elects some other mode of settlement, such
insurance shall be payable to the designated beneficiary or beneficiaries
in thirty-six equal monthly installments. The first beneficiary may
elect to receive payment under any option which provides for pay-
ment over a longer period of time than tihe option elected by the in-
sured, or if no option has been elected by the insured, in excess of
thirty-six months. If the option selected requires payment to any one
beneficiary of monthly installments of less than $10, the amount pay-
able to such beneficiary shall be pail in such maximum number of
monthly installments ass are a multiple of twelve as. will provide a
monthly installment of n6o less thlia $10. If the present value of the
amount payable at the time any person initially becomes entitled to
payment thereof is not sufficient to pay at least twelve monthly in-
stallments of not less than $10 each, such amount shall be payable
in one sumn. Options (8) and (4) shall not be available if any firm,
corporation, legal entity (including the estate of the insured), or trustee
is beneficiary, or in any case in which an endowment contract matures
by reason of the completion of the endowment period.

(d) If the beneficiary of such insurance is entitled to a lump-sum
settlement but elects some other mode of settlement and dies before
receiving all the benefits duo and payable under such mode of settle.
ment, the present value of the remaining unpaid amount shall be
payable to the estate of the beneficiary. If no beneficiary is desig-
nated by the insured, or if the designated beneficiary does not survive
the insured, or if a designated beneficiary not entitled to a lump-sum
settlement survives the insured, and (lies before receiving all the
benefits due and payable, then the commuted value of the remaining
unpaid insurance (whether accrued or niot) shall be paid in one sum
to the estate of the insured. In no event shall there be any payment
to the estate of the insured or of the beneficiary of any sums unless
it is shown that any sums paid will not escheat.
§ 718. Assignments

(a) Assignments of all or any part of the beneficiary's interest may
be made by a designated beneficiary to a widow, widower, child, father,
mother grandfather grandmother, brother, or sister of the insured,
when the designated contingent beneficiary, if any, joins the bene-
ficiary in the assignment, and if the assignment is delivered to the
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Veterans' Administration before any payments.of the insurance shall
have been made to the. beneficiary. Ilowever an interest in an an-
nuity, when assigned, shall be payable in equai monthly installments
in such multiple of twelve as most nearly equals the number of install-
ments certain Under such annuity, or in two hundred and forty in-
stallments, whichever, is the lesser, The provisions of this subsection
shall not be applicable to insurance maturing on or after the date of
enactment of this sentence.

(b) Except as to insurance granted under the provisions of section
722(b) of this title, any person to whom insurance maturing on or
after the date of enactment of this sentence is payable may assign
all or any portion of his interest in such insurance to a widow, widower,
child, father, mother, grandfather, grandmother, brother, or sister of
the insured when the designated contingent.beneficiary, if any, joins
the beneficiary in the assignment. Such joinder shall not be required
in any case in which the insurance proceeds are payable in a lump
sun.

§ 719. National Service Life Insurance appropriation
(a) The National Service Life Insurance appropriation is continued

and there is authorized to be appropriated, out of any money in the
Treasury not otherwise appropriated, such sums as may be necessary
to carry out the provisions of this chapter and the provisions here-
tofore prescribed mi the National Service Life Insurance Act of 1940,
or related Acts, for the payment of liabilities under National Service
Life Insurance. Payment from this appropriation shall be made
upon and in accordance with awards by the Administrator.

(b) All premiums heretofore and hereafter paid on insurance issued
or reinstated under subsections 602(c)(2) and 602(v)(l) of the Na-
tional Service Life Insurance Act of 1940 where the requirement: of
good health wvas waived under such subsections because of a service-
incurred injury or disability shall be credited directly to the National
Service Life insurance ppropriation and any payments of benefits
heretofore and hereafter made on such insurance shall be made di-
rectly from such appropriation.
§ 720. National Service Life Insurace, Fund

(a) The National Service Life Insurance Fund heretofore created
in the Treasury is continued as a permanent trust fund. Except as
otherwise provided in this chapter, all premiums paid on account of
National Service Life Insurance shall be deposited and covered into
the Treasury to the credit of such fund, which, together with. interest
earned thereon,' shall be available for the payment of liabilities under
such insurance, including payment of dividends and refunds of un-
earned premiums. Payments from this fund shall be made upon and
in accordance with awards by the Administrator.

(b) The Administrator is authorized to set aside out of such fund
such reserve amounts as may be required under accepted actuarial
principles to meet all liabilities under such insurance; and the Secre-
tary of the Treasury is authorized to invest and reinvest such fund, or
any part thereof, in interest-bearing obligations of the United States
or in obligations guaranteed as to principal and interest by the United
States, and to sell such obligations for the purposes of such fund.
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§ 721. Etrahazard costS'
(a)ThaUnited Sttes' shall bear 'tie 'xecess mortality cost and the

cost of waiver of pre8niuims 6n accouIit: of total disability traceable to
the extra iaaiad of miilltary or naval service, as such hazard may be
determined by the Adriiinistrator,

(b) Whenever benefits under insurance become payable because of
the death of the insiued as the result of disease Or injury traceable to
the extra hazard of military or naval service, as such hazard may be
determined by the Administrato,' the liabilty.for payment of such
benefitshalll be bor'I byntheCUnited'Stat in ati amount which,
when added to the resee: 6f the policy at'the time of death of the
insured will equal the then value of such benefits under such' policy.WVhere life contingencies are involved in the calculation of'the value
of stch benefits of insuranceheretrfor''6 r hereafter matured, thb
calculation of sudh liability or liabilities shall be based upon such
mortality, table or table 'as the Adminiiasttir may' prescribe' with
interest at the rate of 3 per 'centumn per anuiim. -The Administrator
shall transfer fromtimet'time e from the Natioal 'Seivice Life Insilr-
anlc' appropriation to 'the National Sertide Life Insrance Fumd tsch
sums as may be necessaryto carry out the'prfvisionsof this section.

(c) Wheniever the premiums under insurance ar'e waived because
otf lthetotal dieabilidyof th e result of disease or injutiaceiibl 'to the 'exti hiazad of, military or naval serViec,as'sUch
hazard may. bei adterminedbby the Admnistratbr th6e'premtiims' so
waived shall be paid by the United States' and the AdministratOr shall
transfer froni time to 'time ai amount equal to' th'e aunt of such
premliiis from the Na'tional Servi,' Life Insurance approPriation to
th National Service Life Insurance:Fund:.

(d) Whenever benefits under the total' disability .incom6nd provision
bec6bme, or haiv becoine, payable be6auseo of total' disability of the
insured as' a result of 'diBeas or injiiry tiacetableto the extra hazard
of the riilitary or haval service, as sucih' hazkrdtmay bo determinedd
by the Administraitot; the liability itll bebonAebyboe b t'hXUnited tStat'es,
and the Administiatir shall transfer from t.he Ntiohal Servi6e Life
Insuranceappropriatiion to the Nattiional S$erice Life Insurainc Fui'd
from time to time aiiayamounts whish become, dr'have become, pay-
able to the insured on account of such total disability, and, to transfer
from the National Servic}TeLife Insur4nc Fuind to the Natioaal Service
Life iisurancO approprition tioe amount of thieeserve hold onacco6ult
of th total disability benefit. 'When'a pcrsonrcceiving sulch pay-
mentd o' account Of total iy oi fi suhdisabiliyoolity, and
is thbln entitled to continue protection under the'ttal disability income
provision, the Administrator shall transfer to the National Service
Lifo Insurance Fund a sum sufficient to set up the then required
reserve on such total disability benefit.

(e) Any disability for which a waiver was required as a condition 'to
tendering a person a commission under Public Law 816 Seventy-
sevenlth Congress, shall be deemed to be a disability resulting frim
an injury or disease traceable to. the'extra ht'ard of military or naval
service for the purpose of applying this section.
§ 722, Service disabled veterans' insurance

(a) Any person who is released from active military, naval, or air
service, under other than dishonorable conditions on or after April 25,
1951, and is found by the Administrator to be suffering from a dis.
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ability or disabilities for which compensation would be payable if
10 per centum or more in degree and except for which such person
would be insurable according to the standards of good health estab-
lished by the Administrator, shall, upon application in writing made
within one year from the date service-connection of such disability is
determined by the Veterans' Administration and payment of pre-
miums as provided in this subchapter, be granted insurance by the
United States against the death of such person occurring while such
insurance is in force. If such a person is shown by evidence satis-
factory to the Administrator to have been mentally incompetent dur-
ing any part of the one-year period, application for insurance under
this section may be filed within one year after a guardian is appointed
or within one year after the removal of such disability as determined
by the Administrator, whichever is the earlier date. If the guardian
was appointed or the removal of the disability occurred before Janu-
ary 1, 1959; application for insurance under this section may be made
within one year after that date. Insurance granted under this sec-
tion shall be issued upon the same terms and conditions as are con-
tained in the standard policies of National Service Life Insurance
except (1) the premium rates for such insurance shall be based on
the Commissioners 1941 Standard Ordinary Table of Mortality and
interest at the rate of 23 per centum,per annum; (2) all cash, loan,paid-ip, and extended values shall be based upon the Commissioners
1941 Standard Ordinary Table of Mortality and interest at the rate
of 2% per. centum per anpum; (3) all settlements on policies involv-
ing annuities shall be calculated on the basis of The Annuity Table
for 1949 and interest at the rate of 2% per centum per annum; (4)insurance granted under this section shall be on a nonparticipatingbasis and all premiums and other collections therefor shall be credited
directly to a revolving fund in the Treasury of the United States, and
any payments on such insurance shall be made directly from such
fund. Appropriations to such fund are hereby authorized. As to
insurance issued under this section, waiver of premiums pursuant~ to
section 602(n) of the National Service Life Insurance Act of 1940
and section 712 of this title shall not be denied on the ground that
the service-connected disability became total before the effective date
of such insurance.

(b) (1) Any person who,'on or after April 25, 1951, was other-
wise qualified for insurance under the provisions of section 620 of
the National Service Life Insurance Act of 1940, or under subsection
(a) of this section, but who did not apply for such insurance and
who is shown by evidence satisfactory to the Administrator (A) to
have been mentally incompetent from a service-connected disability,(i) at the time of release from active service, or (ii) during any part
of the one-year period from the date the service connection of a dis-
ability is first determined by the Veterans' Administration, or (iil)
after release from active service but is not rated service-connected
disabled by the Veterans' Administration until after death; and (B)to have remained continuously so mentally incompetent until date of
death; and (C) to have died before the appointment of a guardian,
or within one year after the appointmentof a guardian shall be
deemed to have applied for and to have boon granted such insurance,
as of the date of death, in an amount which, together with any other
United States Government or National Service life insurance in force,shall aggregate $10,000. The date to be used for determining whether
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such person was insurable according to the standards of good health
established by the Administrator, except for the service-connected dis-
ability, shall be the date of release from active service or the date the
person became mentally incompetent, whichever is the later.

(2) Payments of insurance granted under subsection (b)(1) of this
section shall be made only to the following beneficiaries and in the
order named-

(A) to the'widow or widower of the insured, if living and
while unremarried;

(B) if no widow or widower entitled thereto, to the child or
children of the insured; if living, in equal shares;

(C) if no widow or widower or child entitled thereto, to the
parent or parents of the insured who last bore that relationship,
if living, in equal shares.

(3) No application for insurance payments under this subsection
shall be valid unless filed in the Veterans' Administration within two
years after the date of death of the insured or before January 1, 1961,
whichever is the later, and the relationship of the applicant shall be
proved as of the date of death of the insured by evidence satisfactory
to the Administrator. Persons shown by evidence satisfactory to the
Administrator to have been mentally or legally incompetent at the
time the right to apply for death benefits expirsa, may make such
application at any time within one year after the removal of such
disability.

(4)' Notwithstanding tho provisions of section 717 of this title,
insurance under this subsection shall be payable at the election of the
first beneficiary in 240 equal monthly installments or under the options
specified in section 717(b) (3) or (4) of this title. Any installments
certain of insurance reminnihg unpaid at the death of any beneficiary
shall be paid in equal monthly installments in an amount equal to the
monthly installments paid to the first beneficiary, to the person or
persons then in being within the classes specified in subsection (b)(2)
of this section and in the order named.

(5) The right of any beneficiary to payment of any installments
shall be conditioned upon his or her being alive to receive such pay-
ments. No person shall have a vested right to any installment or
installments of any such insurance and any installments not paid to
a beneficiary during such beneficiary's lifetime shall be paid to the
beneficiary or beneficiaries within the permitted class next entitled
to priority, as provided in subsection (b)(2) of this section. No in-
stallments of such insurance shall be paid to the heirs or legal repre-
sentatives as such of theoinsured or of any beneficiary, and if no person
within the permitted class survives to receive the insurance or any part
thereof no payment of unpaid installments shall b1 made.
§ 723. Veterans' special term insurance

(a) Insurance, heretofore granted under the provisions of section
621 of the National Service Life Insurance Act of 1940, against the
death of the policyholder occurring while such insurance is in force,
is subject to the same terms and conditions as are contained in stand-
ard policies of National Service Life Insurance on the five-year level
premium, term plan except (1) such insurance may not be exchanged
for or converted to insurance on any other plan; (2) the premium
rates for such insurance shall be based on the Commissioners 1941
Standard Ordinary Table of Mortality and interest at the rate of
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2% per centum per annum; (3) all settlements on policies involving
annuities shall be calculated on the basis of The Annuity Taba for
1949, and interest at the rate of 24 per centum; per annum; (4)!such
insurance and any total disability provision added thereto shall be on
a nonparticipating basis and all premiums and other collections there-
for shall be credited to a revolving fund in the Treasury of the United
States and the payments on such term insurance and any total dis-
ability provision added thereto shall be made directly from such fund.
Appropriations to such fund are hereby authorized.

(b) Any term insurance heretofore issuedunder section 621 of the
National Service Life Insurance Act of 1940, may be converted to a
permanent plan of insurance or exchanged for a policy of limited con-
yertible five-year level premium term insurance issued under this sub-
section. Insurance issued under this subsection shall be issued upon
the same terms and conditions as are contained in the standard policies
of National Service Life Insurance except (1) after September 1," 1960,
limited convertible term,insurance may not be issued or renewed on
the term plan after the insured's fiftieth birthday; (2). the premium
rates for such limited convertible term or permanent, plan insurance
shall be based on table X-18 (1950-54 Intercompany Table of Mor-
tality) and interest at; the rate of 2% percentum per annum; (3) all
settlements on policies involving annuties on insurance issued under
this subsection shall be calculated on the. basis of The Annuity Table
for 1949, and interest at the rate of 2% per centum per annum: (4) all
cash, loan, paid-up, and extended value and, except as'otherwlse pro-
vided in tis subsection, all other calculations in connection, with insur-
anc, issued under this subsection shall be base on table X-18 (1950-54
Intercompany Table of Mortality) and interest at the rate of 2% percentum per annum;. (5) insurance and any total disability provision
added thereto issued under this subsection sha4l be on a nOnparticipat-
ing basis and all premiums and other,,colletions therefor shall be
credited directly to the revolving fund referred to in subsection (a)
and payments on such insurance and apy total disability provision
added hereto shall be made directly from such fund.

(c) The Administrator is authorized to invest in, and the Secretary
of the Treasury is authorized to sell and retire, special interest-bearing
obligations of the United States for the account of the revolving fund
with a maturity date as may be agreed upon by the Administrator
and Secretary. The rate of interest on uch obligations shall be fixed
by the Secretary of the Treasury at a rate equal to the rate of interest,
computed as of the end of the month, preceding the date of issue of
such obligations, borne by all marketable interest-bearing obligations
of the United States then forming a part of the public debt that are
not duo or callable until after the expiration of five years from the
date of original issue; except that where such average rate is not a
multiple or one-eighth of 1 per centum; the rate of interest of such
obligations shall be the multiple of one-eighth of 1 per centum nearest
such average rate.

(d) The Administrato' shall determine the amount n the revolv*.
ing fund referred to in subsection (a) of this section which is in excess
of the actuarial liabilities of such fund including contingency re-
serves, Such excess shall be paid in cash as a special dividend,
without interest, subject to the conditions provided in this subsection.
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The Administrator shall determine the administrative cost to the
Veterans' Administration of paying such dividend, which cost shall
be deducted from the excess and transferred to the appropriations
"General operating expenses-Veterans' Administration". Insur-
ance issued under section 621 of the National Service Life Insurance
Act of 1940 or converted or exchanged under subsection--(b)-of this
section, which was in force by waiver or timely payment of premiums
or as paid-up or extended term insurance during one of the premium
months beginning with the month of November 1960 and ending with
the month of January 1961, may be eligible for the special dividend,
subject to such conditions, other than specified in this subsection as
the Administrator shall determine to be reasonable and practicable.
The dividend shall be paid as soon as practicable after whichever of
the followingdates is the latest:

(1) the date of enactment of this subsection in case of insur-
ance heretofore converted or exchanged under subsection (b) of
this section;

(2) the date insurance issued under section 621 is converted
or exchanged'under subsection (b) of this'section'if such conver-
sion or exchange is mnade within two years after the date of enact-
ment of this subsection; or

(3) the date' of death of the policyholder where insurance
issued under section 621 isjnot converted or exchanged and'such
death occurs on or after the premium due date in November 1960
and before the expiration of two years after the date of enactment
of this subsection.

(e) After March 1, 1961, the Administrator shall from time to time
transfer from the revolving fund referred to in subsection (a) of
this section to general fund receipts in the Treasury such amounts as
he determines are in excess of the actuarial liabilities of the fund
including contingency reserves."
§ 724. In-service waiver of premiums

(a) Waiver of all premiums on five-year level premium term insur-
ance and that portion of any permanent insurance premiums repre-
senting the cost of the pure insurance risk, as determined by the
Administrator, granted on National Service Life Insurance or United
States Government life insurance under section 622 of the National
Service Life Insurance Act of 1940 and in effect on January 1, 1959,
shall, unless canceled, continue in effect according to the provisions
of such section for the remainder of the insured's continuous active
service and for one hundred and twenty days thereafter. Such pre-
mium waiver renders th'e contract of insurance nonparticipating
during the period the waiver is in effect.

(b) Whenever benefits beoo1me payable because of the maturity of
such- insurance while Under the premium waiver continued by this
section, liability for payment of such be0ifits shall be borne by the
United States in an aniount which, whenladded to any reserve of the
policy at the time of maturity, will equal the then value of such
benefits under such policy. Where life contingencies are involved in
the calculation of the value of such benefits, the; calculation of such
liability or liabilities shall be based upon sucli'"mortality table' or
tables as the Administrator'may prescribe with'interest at the rate
of 24 per centum per annum as to insurance issued under sections
620'and 621 of the National Service Life Insurance Act of 1940, at
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the rate of 3 per centum per annum as to other' National Service Life
Insurance, and 3j per centum per annum as to United States Govern-
ment life insurance. The Administrator shall transfer from time to
time from the National Service Life Insurance appropriation to the
National Service Life Insurance Fund and from the military and
naval insurance appropriation to the United States Government Life
Insurance Fund such sums as may be necessary to carry out the
provisions of this section,
§ 725. Limited period for acquiring insurance

(a) Any person (other than a person referred to in subsection (e) oJ
this section) heretofore eligible to apply for national service-life insurance
after October 7, 1940, and before January 1, 1967, shall upon applica-
tion in writing made within one year after the effective date of this section,
submission of evidence of good health satisfactory to the Administrator at
the time of such application, and payment of the required premiums, be
granted insurance under the same terms and conditions as are contained
in standard policies of national service life insurance except (1) five-year
level premium term insurance may not be issued or renewed on the term
plan after the applicant's fiftieth birthday, (2) the net premium rates shall
be based on the "1968 Commissioners Standard Ordinary Basic Mortality
Table" and shall be increased at the time of issue by such an amount as
the Administrator determines to be necessary for sound actuarial opera-
tions; and thereafter such premium may be adjusted as the Administrator
determines to be so necessary but at intervals of not less than two years;
(3) an additional premium to cover administrative costs to the Government
as determined by the Administrator at time of issue shall be charged for
insurance issued under this subsection and for any total disability income
provision attached thereto, and thereafter such costs may be adjusted as the
Administrator determines to be necessary but at intervals of not less than
five years; (4t) all cash, loan, and paid-up insurance values shall be based
on the "1958 Commissioners Standard Ordinary Basic Mortality Table"
and all extended term insurance values shall be based on 130 per centum
of such table; (5) all settlements on policies involving annuities shall be
calculated on the basis of the annuity table for 1949; (6) all calculations
in connection with insurance issued under this subsection shall be based
on interest a1 the rate of S per centum per annum; (7) all rights under
such insurance and any total disability income provision attached thereto,
whether in force or lapsed, shall terminate effective upon thee date the
policyholder enters on active duty or active duty for training under a call
or order to such duty for a period of thirty-one days or more; (8) the
insurance shall not be payable for death which occurs while the insured
is on active duty or active duty 'for training under a call or order to such
duty for a period of less than thirty-one days, if dependency and indemnity
compensation is payable in such case at the time of death, however, the
cash value, if any, less any indebtedness shall be paid to the designated
beneficiary, if living otherwise to the insured's estate; (9) the insurance
shall include such other changes in terms and conditions as the Adminis-
trator determines to be reasonable and practicable; (10) the insurance and
any total disability income provision attached thereto shall be on a non-
participating basis and all premiums and other collections therefor shall
be credited to a revolving fund in the Treasury of the United States and
the payments on such insurance and disability provision shall be made
directly from such fund..
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(b)(1) There is authorized to be appropriated such sums as may be
required to provide capital for the revolving fund to carry out the purpose
of this section. Such appropriations shall be advanced to the revolving
fund as needed and shall bear interest as determined by the Secretary of
the Treasury, taking into consideration the average yield on all marketable
interest-bearing obligations of the United States of comparable maturities
then forming a part of the public debt and shall be repaid to the Treasury
over a reasonable period of time.

(2) The Administrator is authorized to set aside out of the revolvingfund established under subsection (a) of this section such reserve amounts
as may be required under accepted actuarial principles to meet all liabil-
ities on insurance issued under subsection (a) of this section and any
total disability income provision attached thereto, The Secretary of the
Treasury is authorized to invest in and to sell and retire special interest-
bearing obligations of the United States for the account of the revolving
fund. Such obligations issued for this purpose shall have maturities
fixed with due regard for the needs of the fund and shall bear interest at
a rate equal to the average market yield (computed by the Secretary of the
Treasury on the basis of market quotations as of the end of the calendar
month next preceding the date of issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public debt
which are not due or callable until after the expiration of four years from
the end of such calendar month; except that where such average market
yield is not a multiple of one-eighth of 1 per centum, the rate of interest
of such obligations shall be the multiple of one-eighth of 1 per centum
nearest'such market yield.

(3) Notwithstanding the provisions of section 782 of this title, there are
hereby authorized to be made available for expenditure out of the revolving
fund such sums as Congress may deem appropriate to pay the cost of
administration of insurance issued under subsection (a) of this section,
and any total disability income provision attached thereto, for transfer to
the appropriation, "General Operating Expenses, Veterans' Administra-
tion," or as may otherwise be specified in appropriation Acts.

(c) 4ny person who applies for insurance under subsection (a) of this
section and who cannot qualify for insurance thereunder solely because
of a service-connected disability for which compensation would be payable,
if 10 per centum or more in degree, shall be granted insurance under the
same. terms and conditions as- are contained in standard policies of
national service life insurance except (1) five-year level premium term
insurance may not be issued or renewed on the term plan after the appli-
cant's fiftieth birthday; (2) an additional premium to cover administrative
costs to the Government as determined by the Administrator at the time ofissue shall be charged for insurance issued under this subsection and for
any total disability income provision attached thereto (for which the
insured may subsequently become eligible) and thereafter such costs may
be adjusted as the Administrator determines to be necessary but at inter-
vals of not less than five years; (3) the insurance and any total disability
income provision attached thereto shall be on a nonparticipating basis;
(4) all settlements on policies involving annuities shall be calculated on
the basis of the annuity table for 1949, and interest at the rate of 3 per
centum per annum; (5) the insurance shall include such other changes
in terms and conditions as the Administrator determines to be reasonable
and practicable; (6) all premiums and other collections on the insurance
and any total disability income provision attached thereto shall be credited
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directly to the national service life insurance appropriation and any pay-
ments on such insurance and total disability income provision attached
thereto shall be made directly from such appropriation. Appropriations
necessary to carry out the provisions of th4s subsection are hereby author-
ized. Notwithstanding the provisions of section 782 of this title, there
are: hereby authorized to be made available for expenditure out of the
national service life insurance appropriation such sums as Congress may
deem appropriate to pay the cost of administration of insurance issued
under this subsection, and any total disability income provision attached
thereto, for transfer to the appropriation "General Operating Expenses,
Veterans' Administration," or as may otherwise be specified in appro-
priation Acts.

(d) Notwithstanding the provisions of section 782 of this title, a medical
examination (including any supplemental examination or tests) when
required of: an applicant for issunce of insurance under this section or
.any total disability income provision attached thereto shall be at the ap-
plicant's own expense by a duly licensed physician.

(e) No insurance shall be granted under this section to any person
referred to in section 107 of this title. or to any person while on active
duty under a call or order to active duty for a period of thirty-one days
or more,

(f)(1) Whenever insurance issued undersubsection (a) of thissection
and any.total disability income provision attached thereto is terminated as
provided in such subsection, the cash value if any, less any indebtedness,
of a permanent plan policy shall be paid to the insured. Any person
whose term or permanent plan policy, not including a reduced paid-up
polcy, was so terminated while it was not lapsed may, :pIon written applt-
cation and payment of the required premium made within one hundred
and twenty days after separatiQn from active duty or active dutyfor train-
ing, replace such policy and any total disability income provision attached
thereto which was in force at the the time of termination. The policy and
provision issued to replace the terminated insurance shall be on the same
plan and shall not be in excess of the amount of insurance which was
terminated. Any person whose permanent plagn policy was so terminated
while such insurance was not lapsed may reinstate such insurance and
any total disability income provision attached thereto which was in force
at time of termnation, upon written application, payment of the
required premium and reserve. within the one hundred and twenty (ay
period specified above. A person whose paid-up policy was so terminated
may reinstate such paid-up insurance within the one hundred and twenty
ay period specified above, and any total disability income provision

attached thereto which was in force at time of termination, upon, written.
application and payment of the required premium and reserve. Waiver
(of premiurn and total' disability income benejis otherwise, authorized
under this chapter shll not be denied in any case-of reinstatement or
replacement of insurance or the disability provision under this paragraph.in which it is shown to the satisfaction of the Administrator that the total
disability of the applicant began before the'date of his application.

(4) Any person whose rights under a term or permanent plan olicy
or any total disability income provision attached thereto were terminated
under subsection, (a) of this section, while the insurance and provision
were in a lapsed status, may upon separation from active duty or active
duty for training, replace such policy and provision on the same plan
and not in excess of the amount of insurance terminated, upon written
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application made within one hundred and twenty days after separation
from such duty, payment of the required premium and submission of
evidence of good health satisfactory to the Administrator.

(S) Any person whose rights under a term or permanent plan policy
or total disability income provision attached thereto were terminated
under subsection (a) of this section, whether the insurance and provision
were in force or lapsed, may upon separation from active duty or active
duty for trailing (A) reinstate such permanent plan policy and provision
upon written application; payment of the required premium and reserve,
and submission of evidence of good health satisfactory to the Administra-
tor; or (B) reinstate such term policy and provision (within the term
period) upon written application, payment of the required premiums,
and submission of evidence of good health satisfactory to the Admin-
istrator.

(4) Five year level premium insurance may be issued under this sub-
section but not renewed on the term plan after the applicant's fiftieth
birthday. Insurance replaced under this subsection shall be issued at
the premium rate for the applicant's then attained age.
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