§9.8

or that a member who elected to be in-
sured was insured for an amount great-
er than the amount shown in the
record, and there is no record of an ap-
plication to be insured or to increase
the amount of insurance as required
under 38 U.S.C. 1967(c):

(1) The person making the claim will
be required to submit all evidence
available concerning the member’s ac-
tions and intentions with respect to
Servicemembers’ Group Life Insurance
or Veterans’ Group Life Insurance.

(2) Request will be made to the mem-
ber’s uniformed service and any other
likely source of information considered
necessary, for whatever evidence in the
form of copies of payroll or personnel
records, statements of persons having
knowledge of the facts, etc., is essen-
tial to a decision in the matter.

Based on the evidence obtained, a for-
mal determination will be made as to
whether the member involved is
deemed to have applied to be insured,
or to be insured for an amount other
than the amount shown in the record.
The determination will include a find-
ing as to the member’s health status
for insurance purposes based on the
evidence available.

(Authority: 38 U.S.C. 1967)

(¢) In making the determination re-
quired under paragraph (b) of this sec-
tion, the following will be considered:

(1) The possibility that due to wide-
spread geographic distribution, inad-
equate means of communication and
the nature of the group insurance pro-
gram, members may not be adequately
and accurately informed, especially in
time of war or military emergency,
about the detailed requirements for ob-
taining insurance protection.

(2) Payroll deductions made without
objection by a member, following waiv-
er or termination of coverage, rep-
resenting premiums for insurance or
additional insurance, may, by virtue of
continuity or the circumstances sur-
rounding their initiation, be indicative
that the member did apply. Such de-
ductions without a formal application
of record may be considered as evi-
dence that the member’s application
was not in proper form or misplaced.
They may also be considered as evi-
dence that an application was not
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made solely because of erroneous or in-
complete counseling or absence of
counseling on the part of the respon-
sible personnel of the uniformed serv-
ice.

(d) Questions for determination
under this section as well as those in-
volving coverage of groups and classes
of members and other questions are
properly referable to the Assistant Di-
rector for Insurance. Authority to
make any determinations required
under this section is delegated to the
Under Secretary for Benefits and As-
sistant Director for Insurance.

[40 FR 4135, Jan. 28, 1975, as amended at 53
FR 17699, May 18, 1988. Redesignated and
amended at 61 FR 20135, 20136, May 6, 1996]

§9.8 Termination of coverage.

Termination of coverage will be in
accordance with the provisions of 38
U.S.C. 1968 and §9.3 of this part and the
following provisions:

(@) In the case of a member whose
coverage is forfeited under 38 U.S.C.
1973, coverage terminates at the end of
the day preceding the day on which the
act or omission forming the basis for
such forfeiture occurred.

(b) In the event of discontinuance of
the group policy, coverage terminates
at the end of the day preceding the
date of the discontinuance of the policy
except for those members who are in-
sured under Veterans’ Group Life In-
surance in which event coverage termi-
nates at the expiration of the day pre-
ceding the anniversary of the effective
date of such insurance which first oc-
curs, 90 days or more after the dis-
continuance of the group policy.

[40 FR 4135, Jan. 28, 1975, as amended at 48
FR 8071, Feb. 25, 1983; 53 FR 17699, May 18,
1988; 57 FR 11910, Apr. 8, 1992. Redesignated
and amended at 61 FR 20135, 20136, May 6,
1996; 62 FR 35970, July 3, 1997]

§9.9 Conversion privilege.

(a) With respect to a member on ac-
tive duty or active duty for training
under a call or order to duty that
specifies a period of less than 31 days,
and a member insured during inactive
duty training scheduled in advance by
competent authority there shall be no
right of conversion unless the insur-
ance is continued in force under 38
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U.S.C. 1967(b) or 1968(a) for 120 days fol-
lowing a period of such duty, as the re-
sult of a disability incurred or aggra-
vated during such a period of duty.

(b) The individual policy of life insur-
ance to which an insured may convert
under 38 U.S.C. 1968(b) or 1977(e) shall
not have disability or other supple-
mentary benefits and shall not be term
insurance or any policy which does not
provide for cash values. Term riders
providing level or decreasing insurance
for which an additional premium is
charged may be attached to an eligible
basic conversion policy, but the rider
will be excluded from the conversion
pool agreement under the policy.

(c) The insurer will establish a con-
version pool in cooperation with the re-
insurers and converters in accordance
with the terms of the policy. Its pur-
pose will be to provide for the deter-
mination and maintenance of appro-
priate charges arising from excess mor-
tality under individual conversion poli-
cies issued in accordance with this sec-
tion and provide for the appropriate
distribution of the risk of loss due to
such excess mortality among the rein-
surers and converters.

[40 FR 4135, Jan. 28, 1975, as amended at 53
FR 17699, May 18, 1988. Redesignated and
amended at 61 FR 20135, 20136, May 6, 1996]

§9.10 Health standards.

(a) For the purpose of determining if
a member who incurred a disability or
aggravated a preexisting disability
during a period of active duty or active
duty for training under a call to duty
specifying a period of less than 31 days
or during a period of inactive duty was
rendered uninsurable at standard pre-
mium rates, the underwriting criteria
used by the insurer in determining
good health for persons applying to it
for life insurance in amounts not ex-
ceeding the maximum amount of cov-
erage then available under 38 U.S.C.
1967 will be used.

(Authority: 38 U.S.C. 1967)

(b) For all other purposes of deter-
mining if a member meets the nec-
essary health requirements except
paragraph (a) of this section, the un-
derwriting criteria used by the insurer

§9.11

in determining good health for group
life insurance purposes will be used.

[40 FR 4135, Jan. 28, 1975, as amended at 53
FR 17699, May 18, 1988. Redesignated at 61 FR
20135, May 6, 1996]

§9.11 Criteria for reinsurers and con-
verters.

The following criteria will control
eligibility for reinsuring and con-
verting companies:

(a) The company must be a legal re-
serve life insurance company as classi-
fied by the insurance supervisory au-
thorities of the State of domicile.
Qualified fraternal organizations are
included.

(b) The company must have been in
the life insurance business for a contin-
uous period of 5 years prior to October
1, 1965, or the December 31 preceding
any redeterminations of the alloca-
tions. In the event of a merger, the 5-
year requirement may be satisfied by
either the surviving company or by one
of the absorbed companies. Upon joint
application by a subsidiary of a partici-
pating company, together with the par-
ent company, the 5-year requirement
may be waived provided such parent
company owns more than 50 percent of
the outstanding stock of the subsidiary
and has been a legal reserve life insur-
ance company for a period of 10 years
or more.

(c) The company must be licensed to
engage in life insurance in at least one
State of the United States or the Dis-
trict of Columbia.

(d) The company will not be one: (1)
Certified by the Department of Defense
as being under suspension for cause for
purpose of allotment or on-base solici-
tation privileges.

(2) That solicits life insurance appli-
cations as conversion or other replace-
ment of Servicemembers’ Group Life
Insurance or Veterans’ Group Life In-
surance coverage in jurisdictions in
which it is not licensed.

(3) That fails to take effective action
to correct an improper practice fol-
lowed by it or its agents within 30 days
after written receipt of notice issued
by the insurer or the Assistant Direc-
tor for Insurance. Improper practice in-
cludes:

(i) The use for solicitation purposes
of lists of names and addresses of
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