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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 
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 5-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 
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 
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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 2 1⁄4 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 1⁄2 
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 
amended (‘‘H’’ Insurance), and on the 
modified life and ordinary life plans of 
such ‘‘H’’ insurance issued under section 
1904 (c), (d), and (e), respectively, of 
title 38 U.S.C. shall be based on the 
American Experience Table of Mor-
tality, with interest at the rate of 3 
percent per annum. Values between 
policy years shall be proportionally ad-
justed. The provisions of the ‘‘Net Cash 
Value’’ clause in National Service Life 

Insurance policies are hereby amended 
accordingly. 

(g) All values, reserves, and net sin-
gle premiums on participating modi-
fied life and ordinary life plan insur-
ance issued under section 1904 (b), (d), 
and (e), respectively, of title 38 U.S.C. 
shall be based on the 1958 Commis-
sioners Standard Ordinary Basic Table 
of Mortality and interest at the rate of 
3 percent per annum. Values between 
policy years shall be proportionally ad-
justed. 

(h) All values, reserves, and net sin-
gle premiums on insurance issued 
under the provisions of section 1925(b) 
of title 38 U.S.C, and on modified life 
and ordinary life plans of such insur-
ance issued under section 1904 (c), (d), 
and (e), respectively, shall be based on 
the 1958 Commissioners Standard Ordi-
nary Basic Mortality Table and inter-
est at the rate of 31⁄2 percent per 
annum. Values between policy years 
shall be proportionally adjusted. 

(i) All values, reserves, and net single 
premiums on insurance issued under 
the provisions of section 1925(c) of title 
38 U.S.C., and on modified life, ordi-
nary life, 20-payment life and 30-pay-
ment life plans, where appropriate, of 
such insurance issued under section 
1904 (c), (d), and (e), respectively, shall 
be based on the American Experience 
Table of Mortality and interest at the 
rate of 31⁄2 percent per annum. Values 
between policy years shall be propor-
tionally adjusted. 

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

[61 FR 29292, June 10, 1996. Redesignated at 65 
FR 7437, Feb. 15, 2000; 65 FR 19659, Apr. 12, 
2000] 

§ 8.12 Payment of the cash value of Na-
tional Service Life Insurance in 
monthly installments under section 
1917(e) of title 38 U.S.C. 

(a) Effective January 1, 1971, in lieu 
of payment of the cash surrender value 
in one sum the insured may elect to re-
ceive payment in monthly installments 
under option 2 or as a refund life in-
come. If the insured dies before the 
agreed number of monthly install-
ments have been paid, the remaining 
unpaid monthly installments will be 
payable as provided in title 38 U.S.C. 
1917. Unless otherwise requested by the 
insured, a surrender under this section 
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will be deemed completed as of the pre-
mium month in which the application 
for cash surrender is delivered to the 
Department of Veterans Affairs, or as 
of the date of the first check released 
thereunder, whichever is later. 

(b) [Reserved] 

[36 FR 4384, Mar. 5, 1971. Redesignated and 
amended at 61 FR 29290, 29292, June 10, 1996. 
Redesignated at 65 FR 7437, Feb. 15, 2000] 

§ 8.13 Policy loans. 
(a) At any time after the premiums 

for the first policy year have been paid 
and earned and before default in pay-
ment of any subsequent premium, and 
upon the execution of a loan agreement 
satisfactory to the Secretary, the 
United States will lend to the insured 
on the security of his or her National 
Service Life Insurance policy, any 
amount which will not exceed 94 per-
cent of the reserve, and any indebted-
ness on the policy shall be deducted 
from the amount advanced on such 
loan. At any time before default in the 
payment of the premium, the loan may 
be repaid in full or in amounts of $5 or 
more. Failure to pay either the amount 
of the loan or the interest thereon 
shall not make the policy voidable un-
less the total indebtedness shall equal 
or exceed the cash value. When the 
amount of the indebtedness equals or 
exceeds the cash value, the policy shall 
become voidable. On loans applied for 
before the effective date of this regula-
tion (November 2, 1987) and not ex-
changed pursuant to paragraph (b) of 
this section, the policy loan interest 
rate in effect when the loan was ap-
plied for shall not be increased for the 
term of the loan. 

(b) Loans applied for or exchanged on 
and after the effective date of this reg-
ulation (November 2, 1987) shall bear 
interest at a rate which may be varied 
during the term of the loan, not more 
frequently than once a year, as pro-
vided by paragraphs (c) and (d) of this 
section. After October 1, 1988, the pol-
icy loan rate shall not be varied more 
frequently than once a year. Notifica-
tion of the initial rate of interest on 
new loans will be forwarded at the time 
the loan is made. Policyholders with 
existing variable rate loans will be for-
warded reasonable advance notice of 
any increase in the rate. Reasonable 

advance notice of any change in the 
variable loan rate will be published in 
the FEDERAL REGISTER. A notice per-
taining to variable loans which is sent 
to the policyholder’s last address of 
record will constitute sufficient evi-
dence of notice. 

(c) Subject to the provisions of para-
graph (d) of this section, loan rates es-
tablished pursuant to paragraph (b) of 
this section shall equal the yield on the 
Ten-Year Constant Maturities Index 
for U.S. Treasury Securities for the 
month of June of the year of calcula-
tion rounded down to the next whole 
percentage. Such loan rate shall be ef-
fective on the date on or after the first 
day of October on which the rate 
change is made in the insurance auto-
matic data processing system, and 
shall remain in effect for not less than 
one year after the date of establish-
ment. The prevailing variable loan rate 
shall apply to all loans granted under 
paragraph (b) of this section. 

(d) Notwithstanding any other provi-
sions of this section, the variable loan 
rate shall not exceed 12 percent or be 
lower than 5 percent per annum. 

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

[52 FR 39626, Oct. 2, 1987, as amended at 53 FR 
17466, May 17, 1988; 59 FR 65717, Dec. 21, 1994. 
Redesignated at 61 FR 29290, June 10, 1996. 
Redesignated at 65 FR 7437, Feb. 15, 2000] 

EXTENDED TERM AND PAID-UP 
INSURANCE 

§ 8.14 Provision for extended term in-
surance—other than 5-year level 
premium term or limited convert-
ible 5-year level premium term poli-
cies. 

(a) After the expiration of the first 
policy year and upon default in the 
payment of a premium within the 
grace period, if a permanent plan Na-
tional Service Life Insurance policy 
other than the modified life plan has 
not been surrendered for cash or for 
paid-up insurance, the policy shall be 
extended automatically as term insur-
ance. The extended term insurance 
shall be for an amount of the insurance 
equal to the face value of the policy 
less any indebtedness for such time 
from the due date of the premium in 
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