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RAISING AGE LIMIT TO 65 FOR TOTAL DISABILITY
INCOME PROVISION ON NSLI POIICIES

JUNE 25, 1964.-Ordered to be printed

Mr. BYRD1 of Virginia, from the Committee on Finance, submitted
the following

REPORT
[To accompany I11.R. 6920]

'he Committee on Finance, to whom was referred the bill (H.R.
6920) to amend section 715 of title 38, United States Code, to author-.
izc, under certain conditions, tile issuance of total disability income
provisions for inclusion in national service life insurance policies to
provide coverage to age 65, having considered the same, report
favorably thereon without amendment and recommend( that tle bill
10 pass.

EXP'LANATION OF THEI BILL

The purpose of this bill is to authorize the inclusion of a new total
disability income provision in national service life insurance policies,
providing for the payment of total disability income benefits if the
insured becomes so disabled prior to age 65. The colmparalble
provision issuedunder existing law authorizes benefit payment ts if
the insured boconmes totally disabled before attainingl ago 60. IIIhe
now provision could bo issued upon application on noafter January 1,
1965, proof of good health, payment of an extra premium, ti(nd su'-
render of any existing age 60 total disability income provisions.
The committee has approved I.R. 6777, raising the age limitation

on waiver of insurance premiums for national service l'if insurance
policies from 60 to 65. Fhat bill, if and when enacted, together with
this legislation, will make the World War II national service life
insurance policy more comparable to the total disability benefit
provisions of U.S. Government life insurance for World War I veterans.
As noted, thle l)reSent age limitation on national service life insLurance(

policies for total disability income protection is age (0. ThisImeans
tlat any veteran having a national service life insurance pollicy
and who can show good health and upon payment of an additional
premium is entitled to $10 per month for each $1,000 of insurance
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2 AGE LIMIT OF 65 FOR TOTAL DISABILITY INCOME PROVISION

ill effect from tle first day of tlhe seventh month following the dlat
of total disability and so long as total disability continues.

Following introduction of this bill in the House of Representatives,the Veterans' Administration restudied the entire question of issuing
disal)ility coverage to age 65. I'lio Veterans' Administration
colcluc(le( that:

With certain safeguards, adequate and reasonable premium
rates can be developed so as to provide for an actuarially
sound total disability income provisionll * * which will
extend the age limitation to 65 years.

In order for an insured to receive this added protection, application
must I)e mado before the 55th birthday; however, in order to afford
all insureds now under age 60 an opportunity to obtain this protec-
tion, policyholders between age 55 and 60 would be granted 1 yearafter Janiuary 1, 1965, in which to meet the requirements.
A tentative schedule of rates for this type of insurance is reproducedbelow.

TDI)P monthly premium per $10 monthly incomec-5-ycar term
[Agetit T)IP issue, 35]

Monthly lpremllin during nge
interval

Ageinterval_____

Disability to 05 Dlisability too

35 to 0
................................... $018 $0140 to .15---------- .................................. ........... .22 .1645 to 50 ..-.---------- .--- .-- .............................................. 3.

5)to 55.5.-........................................................... 60 5
55 to -0.............................................................. I. 10 1,0
j) to 65.............----------- .................................. 1 .4t2.-..

Ordinary lfllo 20-paymont lifo
Age nt Issue

Disability I)isability liabilityy I)sability
to 05 to 0O to 65 to 00

30 ........................................... $ 38 $0. 28 $0 0 $0.3
40-..................................... .00 .4- .68 .41

.......................................... 1.07 .76 1.07 ,76

With respect to participating national service life insurance, the
Veterans' Administration report states that the liberalization of the
delimiting ago for the grant of total disability income benefits would
create only a negligible additional benefit cost to the Government,
stemming from those few claims which are found to be traceable to
tlle extra hazard of military service. As for nonparticipating policies,
tleo report makes clear that any increase in tho contingency reserve
required for total disability payments would not necessarily represent
a cost to the Government. As the report points out:

Such cost would arise only if the premium rates charged
for the new age 65 provision should be inadequate to cover
the loss. This, of course, is not anticipated.

As of December 31, 1963, the VA had the following number of total
disability income provisions on NSLI policies: $5 rider, 35,056; $10
rider, 746,851. There are approximately 5~ million NSLI policies.

9.869604064

Table: TDIP monthly premium per $10 monthly income--5-year term
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AGE LIMIT OF 65 FOR TOTAL DISABILITY INCOME PROVISION 3

Based upon the assumption of 600,000 applications during the first
5 years following effective date of the bill, it is estimated that the
first year's administrative cost will be $857,200; second year, $225;500;
third year, $7,300; fourth year, $10,200; and the fifth year, $13,200.

DEPARTMENTAL REPORT

The favorable report of the Veterans' Administration follows:
MARI1CH 12, 1964.

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

report on H.R. 6920, 88th Congress.
The purpose of the bill is to amend 38 U.S.C. 715, effective January

1, 1965, to authorize the inclusion of a liberalized type of total dis-
ability income provision in certain national service life insurance
(NSLI) policies, providing for the payment of $10 per month for each
$1,000 of such insurance in effect if the insured becomes totally dis-
abled prior to age 65. The new age 65 total disability income provision
could be issued only upon application, proof of good health,playmlent of
an extra premium, and surrender of any age 60 total disability income
)rovision issued under existing or prior law.
In order to prevent adverse selection against the insurance fund,.tlh

l)ill would require that the insured make application for the new age
65 provision before his 55th birthday. However, in order to afford

ill insureds under age 60 an opportunity to apply for the new provision,
1)erson1s between age 55 and age 60 would be granted 1 year after
January 1, 1965, in which to meet the requirements for the total disa-
l)ility income provision. lThe new ago 65 provision would)l'proide
better coverage thaLn the existing ago 60 total disability incolm pro-
vision, and it would be the only such ilovision issued after Janualry
1, 1965. Thle existing provisions of 38 IJ.S.C. 715 authorize the
Administrator to include a total disability income provision with ll
ago 60 limitation in certain NSLI policies upon application by the
insured,, proof of his good health, and payment of an extra premium.
'lThe provision is not available to persons issued service-disal)lled
veterans insurance under section (20 of tlhe NationalServicel.1ife
Insurance Act or section 722(a) of the code.
Under the provision now in effect, if the insured becomes totally

disabledd for a period of 6 consecutive months or more comlenc(ing
after the (late of application for the provision, before attaining the
age of 60, and while tlhe pIaymenl of any premium is not in default, he
lmay receive $10 per mIonth for each $1,000 of insurance in effect.
Tlie disability benefit is payable from the first d(ay of tile seventh
consecutive month of and during the continuance of total disability.
'I'he original total disability income provision authorized for inclusion
ill policies under section 602(v) of the National Service Life Insurance
Act pays only $5 per Inmonth for each $1,000 of insurance in effect.
Public Law 85-678, effective November 1, 1958, amended section
602(v) to authorize inclusion in policies of a total disability income
provision which pays $10 per month for each $1,000 of such insurance.
Public Law 85-678 specifically provided that the new $10 coverage
could not be added to a policy containing tlhe old $5 coverage except
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upon surrender of the $5 coverage, proof of good health, and pay.
menlt of an extra premniuIm.
The Veterans' A.dlministration in the past las opposed extension

of the delimiting age in the NSLI total disability income provision
from age 60 to age 65. This opposition stemmed from the fact that
when the National Service Life Insurance Act of 1940 was amended
in 1946 to authorize inclusion of a total disability income provision in
NSLI policies, and during succeeding years, the age 60 limitation
was and has been generally more liberal than the age limitation con-
tained in similar coverage offered by private insurance companies.
Although a limitation of age 60 on the payment of total disability

income benefits is now about average among commercial insurance
comIpanies, the trend in the insurance industry is toward providing
more health protection for our senior citizens. Accordingly, the
question of issuing disability coverage to age 65 was restudied in its
entirety. After such restudy it is our conclusion that, with certain
safeguards, adequate and reasonable premium rates can be developed
so as to provide for atn actuarially sound total disability income
provision in NSLI policies which will extend the age limitation to
65 years.

H.R. 6920 would be effective January 1, 1965. It would thus have
tlhe same effective date as H.R. 6777, 88th Congress, which passed the
House of Representatives on December 2, 1963, and is presently
l)cnding before your committee. The latter bill, if enacted, would
extend from age 60 to age 65 the delimiting age before which anl
insured must l)ccome totally disabled to )be eligible for waiver of
premiums onl NSLT. Enactment of H.-R. 6920 with an effective dlat
the same as that of H.R. 6777 is necessary because the extra premium
intended to be charged for the new age 65 total disability income pr1)o-
vision does not include an amount to cover the cost of waiver of prc-
miumlls on tlle life illFurancll(e whCere the insured becomes totally dis-
abledbletrwenl age 60 and age 65.

Thle following are comlparative monthly premium rates for a total
(lisaility income )provision (TDIP) with coverage to age 60 and to age
65 (on term and permanent plan insurance. The rates for "disability
to 65" alre tentative and imay not b)e tlle exact, rates to tile penny which
lmay be finally adopted.

T'DII' monthly premium per $10 monthly income--5-year term
(Age ait 'I 'IP iR',1e¢, 351

Monthly premium during ago
interval

Ago interval

Dlsablllty to65 Disnbility to O

35 to 40 .-..--... ------ ---------. ---- °------. 18 $0.12
40 to 45......--------...---.----.---------- .22,16
45 to 0..----..------..----------..----------------......3_... 4 .28
o0 to 55-...-----........-....-------------------- . M
55 to 60)- ...-- ------.----- --- .----- ------- ------ 110 1,04
O6 to -------------------------------------------- 14. ----- --

Ordinary life 20-paynment life

Ago atiSIseAgeatssno Disability Disability Disability Disability
to 65 to 60 to 65 to 60

30...-..--------------- .-- $0.38 $0.28 $0.60 $0.36
40-----------.-.60 .44 .68 .44
50 ------------------------........... 1.07 .76 1.07 .76

9.869604064

Table: TDIP monthly premium per $10 monthly income--5-year term
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T'he premiums on nonparticipating NSIA issued ulndel section 621
of the National Service Life Insurance Act and 3S U.S.C. 723(1)) are
credited to a revolving fund in the Treasury and liabilities on such
insurance are paid( frolli that fund. The fund belongs to the Govern-
mont, and under 38 U.S.O. 72:3(e) any amounts in excess of the actlu-
lrial liabilities of the revolving fund are transferred to the general
fund receipts of te rr. tsioofthe reasiy. e he delimiting age
for the grant of total disability income benefits from age 60 to age 65
will require as a safeguard the maintenance of a larger contingency
reserve on total disability income provisions issued such insurceds.
However, any increase in tlle contingency reserve would not necessarily
represent a cost to the Government. Such cost would arise only if
the premium rates charged for tile new age 65 provision should be
inadequate to cover the losses. This, of collse, is not anticipated.
With respect to participating NSLI, the extension of the delimitiig

age for grant of total disability income benefits would result in the
cost to the Government only with respect to additional claims trace-
able to the extra hazard of mIilitary or naval service. In view of the
age groups involved and the elapsed time since most of tihe insureds
were in the military service, it is anticipated that the extra hazard
claims resulting from the bill would be negligible.

It is, of course, not known how many policyholders would apply
for the age 65 total disability income provision if H.R. 6920 were
enacted into law. Based upon the assumption that approximately
600,000 applications will be received during the first 5 years following
the effective date of the bill, it is estimated that the administrative
cost to the Veterans' Administration for such period will be as follows:
1st ycar-_$..__.. 7_..._._..-----_-____- ---- ___--- $857,200
2d year..--...-...............-.----------- .-- _--- -----..-. 225, 500
3d vear....--------------.----- ---------- ---------..- .--- --- 7,300
4tlh year -- ...........-----------_,--._---...,2_0._--.--.10, 200
5th year . .- ----..--..-.....--------.... 13,200
The Veterans' Administration recommends that -I.R. 6920 bo fla-

vorably considered by your committee.
Advice was received from the Bureau of the Budget regarding a

similar report on this bill to the House Committee on Veterans'
Affairs that there was no objection to tlhe presentation of the report
from the standpoint of the administration's program.

Sincerely,
J. S.. (rTLASON, Jtr.,

lAdmi~nistra tor.

9.869604064

Table: [No Caption]
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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):

SECTION 715, TITLE 38, UNITED STATES CODE

§ 715. Total disability income provisions
The Administrator shall, except as hereinafter provided, upon appli-

cation by the insured and proof of good health satisfactory to the
Administrator and payment of such extra premium as the Adminis-
trator shall prescribe, include in any National Service Life Insurance
policy on the life of the insured (except a policy issued under section
620 of the National Service Life Insurance Act of 1940, or section 722
of this title) provisions whereby an insured who is shown to have
become totally disabled for a period of six consecutive months or more
commencing after the date of such application and before attaining
the age of [sixty] sixty-five and while the payment of any premium
is not in default, shall be paid monthly disability benefits from the
first day of the seventh consecutive month of and during the con-
tinuance of such total disability of $10 for each $1,000 of such insur-
ance in effect when such benefits become payable. The total disability
provision authorized under this section shall not be issued unless appli-
cation therefore is made either prior to the insured's fifty-fifth birthday, or
before the insured's sixtieth birthday and prior to January 1, 1966. The
total disability provision 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, or the provisions of this section as in effect before January
1, 1965, except upon surrender of such total disability coverage,
proof of good health, if required, satisfactory to the Administrator,
and payment of such extra preomiunl as the Administrator shall
determnin is required in such cases. Participating policies contain-
ing additional provisions for the payment of disability benefits may
be separately classified for the purpose of dividend distribution from
otherwise similar policies not contaiinig such benefit.
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