§8.9

connected disability existing at the
time the insurance was issued will be
waived for the purpose of reinstate-
ment (including natural progression of
the condition since time of issuance). If
the insurance to be reinstated was
issued under 38 U.S.C. 1925(a) and appli-
cation is made within 1 year of the
date of lapse, any nonservice-connected
disability, or service-connected dis-
ability which combined with a non-
service-connected disability rendered
the insured uninsurable as of October
13, 1964, will be waived for the purpose
of reinstatement (including natural
progression).

[33 FR 365, Jan. 10, 1968, as amended at 33 FR
12002, Aug. 23, 1968; 47 FR 116567, Mar. 18, 1982.
Redesignated and amended at 61 FR 29290,
29292, June 10, 1996. Redesignated at 65 FR
7437, Feb. 15, 2000]

evi-

§8.9 Application and medical

dence.

The applicant for reinstatement of
National Service Life Insurance, during
his or her lifetime, and within 5 years
after the date of lapse if the insurance
was issued under 38 U.S.C. 1925, must
submit a written application signed by
him or her and furnish satisfactory evi-
dence of health as required in §8.8 at
the time of application. Applicant’s
own statement of comparative health
may be accepted as proof of insur-
ability for the purpose of reinstate-
ment under §8.8(a), but, whenever
deemed necessary in any such case, re-
port of physical examination may be
required. Applications for reinstate-
ment submitted after expiration of the
applicable period mentioned in §8.8(a)
must be accompanied by satisfactory
evidence of good health. If the insur-
ance becomes a claim after the tender
of the amount necessary to meet rein-
statement requirements but before full
compliance with the requirements of
this section, and the applicant was in a
required state of health at the date
that he or she made the tender of the
amount necessary to meet reinstate-
ment requirements, and that there is
satisfactory reason for his or her non-
compliance, the Assistant Director for
Insurance, VA Center, Philadelphia,
Pennsylvania may, if the applicant be
dead, waive any or all requirements of
this section (except payment of the
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necessary premiums) or, if the appli-
cant be living, allow compliance with
this section as of the date the required
amount necessary to reinstate was re-
ceived by the Department of Veterans
Affairs.

(Authority: 38 U.S.C. 1925)

[47 FR 11657, Mar. 18, 1982. Redesignated and
amended at 61 FR 29290, 29292, June 10, 1996.
Redesignated at 656 FR 7437, Feb. 15, 2000; 65
FR 19659, Apr. 12, 2000]

DIVIDENDS

§8.10 How paid.

(a) Except as hereinafter provided in
this paragraph, a National Service Life
Insurance policy shall participate in
and receive such dividends from gains
and savings as may be determined by
the Secretary of Veterans Affairs. Divi-
dends becoming payable after January
1, 1952, shall be payable on the date
preceding the anniversary of the policy
unless the Secretary shall declare them
payable on some other date. Dividends
are not payable on insurance:

(1) Issued or reinstated under the pro-
visions of section 602(c)(2) of the Na-
tional Service Life Insurance Act, as
amended, where the requirements of
good health were waived at the time of
such issue or reinstatement;

(2) Issued under sections 620 and 621
of the National Service Life Insurance
Act, as amended;

(3) Issued under sections 1904(c) and
1922(a) of title 38 U.S.C.;

(Authority: 38 U.S.C. 1923(b) and 725)

(4) Issued on the ordinary life plan
under section 1904(d) of title 38 U.S.C.,
to replace the amount of insurance re-
duced under a modified life plan policy
issued under 38 U.S.C. 1904(c); and

(5) On which premiums are waived, in
whole or in part, under the provisions
of section 622 of the National Service
Life Insurance Act, as amended, and 38
U.S.C. 1924 for the period during which
such premium waiver is in effect.

(b) Unless and until VA receives a
written request from the insured that
National Service Life Insurance divi-
dends be paid in cash, or that they be
used to pay an insurance indebtedness,
or that they be placed on deposit or be
used to pay premiums in advance, or
that they be used to pay the premiums
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on a particular policy or policies, or
that they be used to purchase paid-up
additions, any such dividends shall be
held to the credit of the insured to be
applied to pay monthly premiums be-
coming due and unpaid after the date
such dividends are payable on any Na-
tional Service or United States Gov-
ernment Life Insurance policy or poli-
cies held by the insured: Provided, That
such dividend credits will be applied as
of the due date of any unpaid premium.
Dividend credits will earn interest at
such rate and in such manner as the
Secretary may determine.

(Authority: 38 U.S.C. 1907(a))

(¢c) In the event premiums on more
than one policy having the same pre-
mium due date are unpaid and the divi-
dend credit of the insured for applica-
tion to payment of premiums is not
sufficient to keep all policies in force,
in the absence of instructions to the
contrary by the insured, such dividend
credit will be applied to pay premiums
in such manner as will provide the
maximum amount of insurance protec-
tion.

(d) At the expiration of any term pe-
riod, dividend credit of the insured held
for payment of premiums will be ap-
plied to pay the required premium for
renewal of term insurance unless the
insured requests otherwise in writing
prior to the expiration of the term pe-
riod.

(e) A request for payment of divi-
dends in cash or for other disposition
will be effective as of the date the re-
quest is delivered to the Department of
Veterans Affairs: If forwarded by mail,
properly addressed, the postmark date
will be taken as the date of delivery: If
forwarded through military channels
by the insured while in military serv-
ice, the date the request is placed in
military channels will be accepted as
the date of delivery. Unless otherwise
stipulated by the insured, such request
will remain in force until revoked in
writing signed by the insured and de-
livered to the Department of Veterans
Affairs.

(f) Dividend credit of the insured held
for payment of premiums may not be
used to satisfy any indebtedness due
the TUnited States without the in-
sured’s consent. If the insured requests

§8.10

payment of such dividend credit, or
any unused portion thereof, in cash, or
requests that such credit be left to ac-
cumulate on deposit, as provided in
paragraph (g) of this section, then any
indebtedness due the United States,
such as described in §5301 of title 38
U.S.C. will be recovered therefrom.

(g) At the written request of the in-
sured, National Service life insurance
dividends may be left to accumulate on
deposit at interest which will be cred-
ited in such manner and at such rate as
the Secretary may determine: Provided,
That the policy is in force on a basis
other than extended term insurance or
level premium term insurance. Divi-
dend credit of the insured held for pay-
ment of premiums or dividends left to
accumulate on deposit as provided in
this paragraph may be applied to the
payment of premiums in advance upon
written request of the insured made be-
fore default in payment of a premium.
Dividends on deposit under the provi-
sions of this paragraph will be used in
addition to the reserve on the policy
for the purpose of computing the period
of extended term insurance or the
amount of paid-up insurance as pro-
vided in §§8.14 and 8.15, respectively.
Any dividend credit of a person who no
longer has insurance in force by pay-
ment or waiver of premiums will be
paid in cash to such person. If a person
has a dividend credit option on a lapsed
level premium term policy or a perma-
nent plan policy on which extended
term insurance has expired and such
person has another policy in force by
payment or waiver of premiums, any
dividend credit or unpaid dividends on
the lapsed policy, in the absence of in-
structions from the insured to the con-
trary, will be transferred to the policy
which is in force and will be held on
such policy as a dividend credit. Such
dividend credit will be deemed to have
accrued on the policy which is in force.
Upon maturity of the policy, any divi-
dend on deposit, any unpaid dividend
payable in cash, and any dividend cred-
it accruing from such policy which can-
not be used to pay premiums will be
paid to the person currently entitled to
receive payments under the policy. If
the policy is not in force at death, any
such unpaid dividends and dividend
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§8.11

credits will be paid to the insured’s es-
tate.

(h) Any insured receiving an annual
dividend in cash may return such divi-
dend check or an equivalent amount of
money in order to have the dividend re-
tained under the deposit or credit op-
tion. The return of such dividend must
be made during the lifetime of the in-
sured and before the end of the cal-
endar year during which the dividend
was paid. Dividends returned under
this provision are not available for the
payment of premiums, receipt of inter-
est, or calculation of cash value prior
to the postmark date of the returned
check.

[17 FR 2362, Mar. 19, 1952, as amended at 18
FR 3715, June 30, 1953; 24 FR 5021, June 20,
1959; 25 FR 7369, Aug. 5, 1960; 28 FR 12545, Nov.
23, 1963; 30 FR 3646, Mar. 19, 1965; 32 FR 13927,
Oct. 6, 1967; 37 FR 3352, Feb. 15, 1972; 46 FR
57043, Nov. 20, 1981; 50 FR 12252, Mar. 28, 1985.
Redesignated and amended at 61 FR 29290,
29292, June 10, 1996. Redesignated at 65 FR
7437, Feb. 15, 2000; 65 FR 19659, Apr. 12, 2000]

CASH VALUE AND PoLICY LOAN

§8.11 Cash value and policy loan.

(a) Provisions for cash value, paid-up
insurance, and extended term insur-
ance, except as provided in §8.14(b),
shall become effective at the comple-
tion of the first policy year on any plan
of National Service Life Insurance
other than the b-year level premium
term plan. The cash value at the end of
the first policy year and at the end of
any policy year thereafter, for which
premiums have been paid in full, shall
be the reserve with any dividend accu-
mulations, where applicable.

(b) Upon written request and upon
complete surrender of the insurance
and all claims thereunder, the United
States will pay to the insured the cash
value of the policy less any indebted-
ness, provided the policy has been in
force by payment or waiver of the pre-
miums for at least 1 year. Paid-up addi-
tions do not have to be in force for 1
year before they have cash values. Un-
less otherwise requested by the in-
sured, a surrender will be deemed com-
pleted as of the end of the premium
month in which the application for
cash surrender is delivered to the De-
partment of Veterans Affairs, or as of
the date of the check for the cash
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value, whichever is later. If the appli-
cation is forwarded by mail, properly
addressed, the postmark date will be
taken as the date of delivery. If it is
forwarded through military channels,
the date the application is placed in
military channels will be taken as the
date of delivery.

(c) All values, reserves and net single
premiums on participating National
Service Life Insurance, other than as
provided in paragraph (e) of this sec-
tion, shall be based on the American
Experience Table of Mortality, with in-
terest at the rate of 3 percent per
annum. For each month after the first
policy year for which month a pre-
mium has been paid or waived, the re-
serve at the end of the preceding policy
year shall be increased by one-twelfth
of the increase in reserve for the cur-
rent policy year.

(Authority: 38 U.S.C. 1902, 1906)

(d) All values on insurance, reserves,
and net single premiums issued under
the provisions of section 1922(a) of title
38 U.S.C., and on modified life and ordi-
nary life plans of insurance issued
under section 1904(c), (d), and (e), re-
spectively, shall be based on the Com-
missioners 1941 Standard Ordinary
Table of Mortality with interest at the
rate of 2V4 percent per annum. Values
between policy years shall be propor-
tionally adjusted.

(Authority: 38 U.S.C. 1904, 1906)

(e) All values on insurance, reserves,
and net single premiums issued under
the provisions of section 1923(b) of title
38 U.S.C., and on modified life and ordi-
nary life plans of such insurance issued
under section 1904 (c¢), (d), and (e), re-
spectively, shall be based on table X-18
(1950-54 Intercompany Table of Mor-
tality) with interest at the rate of 2%
percent per annum. Values between
policy years shall be proportionally ad-
justed.

(Authority: 38 U.S.C. 1904, 1923)

(f) All values, reserves, and net single
premiums on nonparticipating insur-
ance on which the requirements of
good health were waived under the pro-
visions of section 602(c)(2) of the Na-
tional Service Life Insurance Act, as
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