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Chapter 28 - Administrative Adjustments





	A.	Change:	M29-1, Part ll, Chapter 28. This advance manual change is issued in�			conjunction with advance manual changes 7-83 in M29-1, Part l, and


11-83	in M29-1, Part fl concerning conversions of Five-Year Limited Convertible Term insurance.





B.	Procedure: Page 28-1, paragraph 28.03, eliminate subparagraphs b and c and substitute the following:





b.	Applications for conversion made within 61 days from the termination date of the term policy will be considered timely filed and will be processed without special development. The application date will be the postmark date if the application is mailed, the earliest VA receiving stamp if it is otherwise delivered, or the date of execution if it is received through military channels.





c.	Conversion applications made more than 61 days from the termination date will be considered untimely. However, if the conversion was applied for within 180 days from termination, a decision to extend the conversion period may be made by the Chief, Insurance Operations Division (Philadelphia) or the Chief, Insurance





w	Division (St. Paul). If the conversion application was made more than 180 days after the termination date, a decision to extend the





conversion period may be made by the Chief, Insurance Program Management Division. Refer to paragraph 36.20(c) for an explanation of the factors which may be considered as a basis for extending the conversion period.





C.	New or Revised


Insurance Forms:	None
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Assistant Director for Insurance
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CHAPTER 28. ADMINISTRATIVE ADJUSTMENTS





28.01	GENERAL





a.	Administrative adjustments will be provided when an insured, after making application for a change, submits a request for cancellation of the change within an established period and provides a plausible explanation


for his misunderstanding. Adjustments may also be made when the insured is not furnished proper notification 7 and/or information on any phase off insurance, depending on all the facts and circumstances involved.





b.	Administrative adjustments may be allowed when the insured is furnished erroneous information or an error is made in processing His account which places the insured in a worse position than would have occupied.


An error is any improper action or failure to act, not necessarily financial in nature, which may adversely affect `~ either; (l) the veteran or ~ family; or (2) the Government or the insurance fund. Any adjustment is always


dependent on the circumstances pertaining to the individual case.





c.	When it is determined that a case should be considered for possible administrative adjustment, and there is \7 no authority of record to make the adjustment locally, the case will be sent to the Assistant Insurance Director


for Insurance (29), VA Center, Philadelphia, for consideration.





28.02	CHECKS OR DRAFTS NOT HONORED BY THE BANK





a.	Where a timely premium payment is made by check or draft which is not paid upon presentation, and evidence shows that such nonpayment is due to error on the part of the bank on which the item was drawn, the insured may be given 3l days from the date of notice to send an amount sufficient to pay all premiums due, through the current month. (However, since uncollectible remittances are automatically redeposited by Federal Reserve Banks, the 31-day period will not be offered unless the remitter states that the dishonoring action was due to error on the part of the bank and the error is confirmed.)





b.	Where a check or draft is returned unpaid because the bank on which it was drawn is closed, or where a check, draft or money order has been lost or destroyed after deposit by the VA, the insured will be given 31 days from the date of notice to send a replacement payment.





c.	VA Form 29A499a, Notice-Payment Not Applied, will be used to communicate with the insured. For instructions on completing the VA Form 29A499a see chapter 2, paragraph 2.03f.





28.03	CONVERSION OF 5-YEAR LIMITED CONVERTIBLE TERM INSURANCE





a.	A W 5-year Convertible Term policy may not be renewed after the term period in which the insured reaches age 50. One year prior to the expiry date of the final term period, the insured is notified that if he wishes to keep his insurance in force must convert to a permanent plan on or before the ending date of that 5-year term period. If the term insurance is not converted, another notification is released to the insured 90 days prior to the expiry date of the term insurance.





b.	When the 90-day notification was not released and the expiry date of the term policy has passed or less than 3l days remain in the term period, a dictated letter will be released to the insured advising him that he has 3l days from the date of the letter to meet conversion requirements. He will also be told the effective date of the permanent plan will be the day following the expiry date of the final term period.





c.	When the insured continues to pay premiums on the term policy after the expiry date of the final term period and they are accepted, a dictated letter will be released to the insured advising he/she has 31 days from the date of the letter to meet conversion requirements. He/she will also be told the effective date of the permanent plan will be the day following the expiry date of the term policy. Premiums paid and accepted after the expiry date of the final term period are earned premiums and are not subject to refund or credit.
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28.04	REVIVAL OF INSURANCE AND TDIP





When a report of death or of total disability or of total permanent disability is received and one or more of the insured's policies is lapsed, consideration should be given to revival of the insurance under the following authorities, and in the order listed.





a.	If the soil reason death, total permanent or total disability benefits under a policy cannot be granted is


that the policy is lapsed, the insurance will be considered in force on the date of death or date of commencement	$ of total permanent or total disability if the following provisions apply.





(I)	The policyholder dies or becomes totally or totally and permanently disabled within 61 days of the due date of the premium in default, and





(2)	The policy prior to the lapse has been in force for 5 years or more. In determining in-force status under this subparagraph if the original effective date of the insurance (when necessary, include predecessor contracts involving renewal, conversion or replacement/reinstatement under 38 U.S.C. 781) is 5 years or more earlier than the date of death or date of total or total and permanent disability and during the 5 years immediately preceding the date of lapse the insurance has not been lapsed at any one time in excess of 6 months, the requirement will be satisfied. When insurance is considered in force under this subparagraph, the amount of the monthly premium due on the date of lapse and the following monthly premium(s) will become a lien against the policy.





(3)	The provisions of this subparagraph may be applied if, on the date of death, the insurance is in force under the extended term insurance provision and a policy loan was outstanding on the date of lapse or a dividend deposit balance was included in the cash value as determined at time of lapse (VA Regulations 3019(B) and 3407.3(B)).





b.	If the provisions of subparagraph a above do not apply, the insurance will be considered in force under premium-paying conditions on the date of death or the date of commencement of total permanent or total disability if the following provisions apply.





(I)	On the date of lapse there were accrued dividends, not then payable, resulting from premiums paid since the last anniversary date of the policy and such dividends are equal to or greater in amount than the total of the monthly premiums which have become due from and including the date of lapse to the date of death or date of commencement of total permanent or total disability, and/or





(2)	At the end of the grace period for the unpaid premium causing lapse there were due and payable to the policyholder unpaid dividends, refundable premiums, pure insurance risk credits, other refundable credits or total permanent or total disability benefit payments arising from the policyholder's USGLI (U.S. Government Life Insurance) or NSLI (National Service Life Insurance) which are equal to or greater in amount than the total of the monthly premiums which have become due from and including the date of lapse to the date of death or date of commencement of total permanent or total disability.





(3)	For purposes of subparagraph b above, amounts under subparagraphs (l) and (2) above may be combined. In that case, the amount, if any, of dividend accrued under subparagraph (l) above will first be determined and the amount available under subparagraph (2) above, if any, will be added thereto for the purpose of determining if the total amount available is equal to or greater than the total of monthly premiums which have become due.





(4)	In determining the amount of monthly premiums which have become due under subparagraphs (l) and


(2)	above, a shortage of 10 percent per monthly premium may be allowed for a period not to exceed 3 months.





(5) In determining the monthly premiums which	become due for adjustment purposes under subparagraphs (1) and (2) above, the premium for the monthly due date immediately preceding the date of death or date of commencement of total permanent or total disability may be omitted because of the coverage provided





q
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by the allowable grace period and if the conditions of subparagraph a above are met, the premium for the second due date immediately preceding the date of death or date of commencement of total permanent or total disability may be omitted.





(6)	When a policy is deemed in force under premium-paying conditions by operation of subparagraph b above, the amount of any shortage included in the calculation and the premium for any monthly due date omitted in the calculation will become a lien against the policy.





(7)	The provisions of subparagraph b above may be applied if, on the date of death, the insurance is in force under the extended term insurance provision and policy loan was outstanding on the date of lapse or a dividend deposit balance was included in the cash value as determined at time of lapse.





(8)	If accrued dividends under subparagraph (l) above and/or amounts due and payable under subparagraph (2) above exist in connection with more than one policy of the same insured and one or more policies lapsed prior to the date of death or date of commencement of total permanent or total disability, the amounts available will be related first to the policy or policies on which they arose if such policy or policies are lapsed. Any amount available under subparagraphs (l) and (2) which is not required to place in force the policy upon which it arose or which is insufficient to place in force the policy upon which it arose, may be combined with similar amounts available on any other policy whenever the total of such amounts is sufficient to place another policy in force.





(9)	~ more than one policy is involved and credits are not needed or are insufficient to revive the policy on which the credits arose, the credits will be used insofar as they are sufficient to revive the policy or policies under which the most insurance is payable.





(l0)	No TDIP (Total Disability Income Provision) will be considered in force under this subparagraph b unless it lapsed at the same time as the life insurance contract and both the life insurance and total disability income provision can be considered in force through the same date and benefits are payable under the total disability income provision. An exception will be a paid in-full limited pay contract on which TDIP premiums continue to be due and payable.





(II) When a TDIP lapsed at the same time as the life insurance, the premium for the provision will be considered separately in determining if the amounts available are equal to or in excess of the monthly premiums which have become due. In such a case if the amounts available are sufficient, both the life insurance and the provision will be revived. If the amounts are insufficient for that purpose, they will be applied to revive the policy or policies with the greatest amount payable in death cases or the policy or policies providing the greatest life insurance and total disability benefit in total disability cases.





(12)	Accrued dividends and/or credits on any policy of USGLI or NSLI held by the policyholder may be considered for the purpose of subparagraph b above. (VA Regulations 3019 and 3407.3(A).)





c.	If the provisions of subparagraphs a and b above do not apply, the insurance may be reinstated if the following provisions apply.





If the insurance becomes a claim after the tender of the amount necessary to meet reinstatement requirements but before full compliance with the requirements of submitting a written application signed by the insured and during his lifetime and furnishing evidence of health, and the applicant was in the required state of health at the date that he made the tender of the amount necessary to meet reinstatement requirements, and that there is satisfactory reason for his noncompliance, the Chief, Operations Division, VA Center, Philadelphia and the Insurance Officer, VA Center, St. Paul, may, if the applicant be dead, waive any or all requirements of reinstatement (except payment of the necessary premiums) or, if the applicant be living, allow compliance with the requirements of reinstatement as of the date the required amount necessary to reinstate was received by the VA. (VA Regulations 3080 and 3424).





d.	If none of the foregoing adjustments apply, determine if there were circumstances surrounding the lapse of the insurance or the subsequently rejected or disapproved reinstatement application which might form the basis











28-3





M29.1, Part II	August 20, 1973


Change 10





for possible administrative adjustment. When it is believed circumstances of this type exist, the file and a statement of the facts should be forwarded to the Chief, Program Management Division (290), VA Center, Philadelphia, for consideration.





e.	If it is determined the insurance was in force, a memorandum or worksheet detailing the adjustment and the authority will be prepared and included in the insurance folder. Any amount, including amounts refunded in error, necessary to complete payment of all monthly premiums which became due prior to death will be reported for deduction from settlement under the policy. Original or supplemental VA Form 29-368d, Report of Status for Settlement of Death Claims, will be prepared with coverage dates and amounts to be collected being shown based on the adjustment. The VA Form 29-368d will be noted to show that the account has been adjusted and the authority for the adjustment.





f.	Accrued dividends or amounts due and payable prior to the last day of coverage which cannot be used to place the insurance in force at death, should be reported together with any other credits for disposition.





g.	If the amounts available would not put the insurance in force at death but would pay the month of lapse and any later months, prepare a memorandum or worksheet detailing the possible adjustment and the authority for it and file in the insurance folder. VA Form 29-368d, original or supplemental, will be prepared reflecting the status of the account without adjustment and noted-Benefits may be payable if TD before ____________________________ The date to be inserted is the last day of the grace period for the first premium which would become due if the amounts available were applied.





h.	When reporting status for total permanent or total disability claims purposes on a lapsed account, the same consideration should be given to possible adjustment. If it appears that the month of lapse and any later month could be considered paid if the date of commencement of total permanent or total disability fell therein or within the following grace period, the report of status should include the statement-For disability purposes the lapse date shown can be advanced.





i.	In such cases, if the Insurance Claims Section finds that total permanent or total disability commenced when the insurance was lapsed, according to the status report, it will return the file to the Accounts activity. A covering memorandum will indicate the commencement date of total permanent or total disability and request a decision as to the last monthly premium which could be considered paid under any authority.





j.	Upon receipt of such a case the Accounts activity will, after applying the different authorities as listed in subparagraphs a through d above, return the case to the Insurance Claim Section with a statement that the account can or cannot be considered in force on the commencement date of total permanent or total disability. A copy of the memorandum, including details and authority will be filed in the insurance folder. When an award is made, any necessary collection will be effected from the amounts payable to the insured or alternatively, liens will be established, if necessary.





k.	When it is possible to consider insurance in force to date of death or date of commencement of total permanent or total disability, the master record will be updated, established if necessary, in the same way that the account would be adjusted if the amounts were available or liens were applied in the regular course of business.





28.05	ALLOTMENT FROM RETIRED PAY INVOLUNTARILY TERMINATED





a.	When an allotment from retired pay is involuntarily suspended by a service department because the retiree is missing, coverage will be deemed to have been continuous as long as retirement pay deductions would have been in order, except for the service department's procedure in suspending the deduction because the retiree's whereabouts is unknown and as long as the deductions were sufficient to pay the premium.





b.	As soon as the policyholder's whereabouts becomes known, the account will be adjusted by:





(l)	Prompt payment of arrearage or, if requested, establishment of premium lien, and





(2)	Resumption of premium payments.
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a.	When an insured or a third party claims to have placed a remittance or document in a U.S. mail receptacle on a specified date, which is before the postmark date shown on the envelope containing the payment, the claimant must present evidence and/or statements by other persons witnessing or having knowledge of the mailing in the form of a certified statement of the facts and circumstances which may be of assistance to any investigation conducted by the VA.





b.	When the insured or a third party claims to have mailed to the VA a remittance in payment of premiums and any other documents and there is no record of receipt in the VA, the insured or such other person must present a certified statement of the facts and circumstances. When the statement is submitted by someone other than the insured, it must include a declaration to show whether or not the insured is alive. From such evidence, the VA may be able to establish that the remittance or document in question was actually mailed and became lost.





c.	For the insured or a third party to establish that a remittance or document was mailed on a date before the postmark date on the envelope in which the remittance or document was received or that the remittance or document was actually mailed and became lost, he must furnish the following information in the form of a certified statement:





(l)	A detailed description of the remittance (check, draft, postal money order), including the amount and purpose for which it was sent. (Supply policy number.)





(2)	Address of the VA office appearing on the envelope in which the remittance or document was enclosed.





(3)	The date and approximate hour the envelope containing the remittance or document was placed in the U.S. mail. Also, the exact location of the letterbox, mail chute, or other official mail receptacle in which the envelope was deposited.





(4)	The name and address of any person having actual knowledge of the mailing of the envelope addressed to the VA and containing the remittance.





d.	The person supplying the foregoing information should be advised that it is for the use of the VA in making investigation.





e.	If the insured is alive, certified statements concerning lost remittances must be accompanied by a replacement remittance of like amount to that being reported lost in order to receive consideration.





f.	When processing certified statements of lost or delayed remittances or documents, the postmaster's statement is not a prerequisite to adjustment and will not be obtained unless the approving authority determines such additional evidence is required.





g.	Place all documents pertaining to such transactions, except the replacement remittance, in the insurance folder.





h.	Approval of statements of lost or delayed remittances for premiums on NSLI or USGLI and/or delayed documents is restricted to the Chief, Operations Division and the Chiefs of the Medical Determination Section and the Policy Service Sections in VA Center, Philadelphia.





i.	When statements about a lost or delayed remittance are received, release a letter to the policyholder. The policyholder will be told of the necessary requirements and that in order to protect his [or her] insurance, pending development of the lost and/or delayed remittance, an application for reinstatement should be submitted, if in order. Also, that he [or she] should continue to remit premiums when due.
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28.07	PAYMENT TO INSURED WITHOUT FOLDER





When a credit is due the insured as a result of a change of plan, a reduction, a cash surrender or a matured endowment and the folder cannot be located, payment may be authorized by the Chief, Insurance Operations Division (291), VA Center, Philadelphia and the Insurance Office, VA Center, St. Paul.





28.08	CANCELLATION OF PAID-UP ADDITIONS DIVIDEND OPTION





a.	When a dividend option has been changed to paid-up additions and not more than one dividend has been applied to purchase the paid up additions, the option may be canceled and the paid-up additions reversed so the dividend may be applied under the option of record prior to the change, under the following conditions:





(l)	Insured complains that he [or she] misunderstood the option, or





(2)	Change of option initiated by a third party and the insured states he [or she] did not want the paid-up additions.





b.	When the paid-up additions option is selected by an incompetent insured, his [or her] guardian or a third party acting for him [or her] and at a later date he [or she] recovers and states he [or she] did not want the paid-up additions, the option will be canceled and the paid-up additions reversed so the dividends may be applied under the dividend option of record prior to the change.





28.09	REDUCTION OF INSURANCE





a.	A request in terms for cancellation, reduction, discontinuance, or, as is sometimes used by insureds, for surrender of term insurance would not necessarily have the effect of terminating protection immediately. If the insured requests reduction and specifies the premium due date on which the reduction is to become effective and the premiums are currently paid, he [or she] will be protected for the full amount of the policy during the grace period (3l days) following the premium due date on which the reduction becomes effective. The insured may, at any time within the grace period, remit the full premium on the original amount of the policy, thereby canceling the request for reduction. If death occurs or if entitlement to disability insurance benefits is found to exist within the grace period, the claim would be settled on the basis of the original amount of the policy and not the reduced amount.





b.	Serious problems may arise in cases involving reductions if the insured fails to state clearly the amount of insurance to be retained and the premium due date the reduction is to become effective. In such instances, the insured should be contacted promptly to obtain clarification of his [or her] intent. If an insured requests reduction of his [or her] insurance to become effective on the next premium due date, remitting premiums in advance on the reduced amount, protection under the full amount of insurance is afforded during the grace period, but if death occurs after the expiration of the grace period, the claim will be settled on the basis of the reduced amount of insurance notwithstanding there is a credit sufficient to pay premiums on the full amount of the insurance to the date of the insured's death.





[28.10 REDUCTION OF JR AND JS PREMIUMS





a.	Consideration will be given to reducing a premium rate on a JR, JS or changing a JR to a J policy when:





(l)	A letter from the insured is received with or without a physical examination report requesting reconsideration of the premium rate because of improved health; or





(2)	The insured informs the VA that a commercial life insurance policy has been purchased at standard premium rates; or





(3)	The insured submits an application for TDIP and/or change of plan with a lower reserve and the medical evidence thereon shows that the insured is in good health and the application is acceptable.
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b.	The inquiry and/or application will be acknowledged and the material including the insurance folder and claim folder, if any, will be forwarded to the Chief, Program Management Division (290), VA Center Philadelphia, for further development, review and decision.





c.	If the decision is a favorable one, and it only involves the reduction of a premium on a JR or JS policy, the LMA (Lay Medical Approver) will:





(l)	Prepare VA Form 29-8522, Policy, transaction type 082, to change the premium and the disability rate code.





(2)	Send a letter to the insured advising of the decision. Also, the letter should include current status of the adjusted account and premium notices for the new premium rate.





d.	If the favorable decision involves the changing of a JR policy to J, the following input documents will be prepared by the LMA to change the master record:





(l)	VA Form 29-8527, Accounting Control, transaction type 099, reason code 07, to delete the JR master record from tape.





(2)	VA Form 29-5891a, Address or Trailer Input, transaction type 001.





(3)	VA Form 29-5896a, Life Input, transaction type 000.





NOTE:	If the insured has an existing account on the insurance master record, the above documents are not prepared.





(4)	VA Form 29-8522, transaction type 002.





(5)	VA Form 29-8523, Premium/TDIP, transaction type 003.





(6)	VA Form 29-8527, transaction type 089, reason code 07, debiting control account 7-53 and cradling control account 7-39. If the reserve of the JR policy is less than the reserve on the J policy, the full amount of the JR reserve will be transferred to the J fund as reserve.





(7)	VA Form 29-8526, Pending Transaction, transaction type 008, to transfer the difference in reserve from JR to J as a pending refund, showing control account life fund 8, account 39, to life fund 7, account 16.





(8)	VA Form 29-8530, life/Miscellaneous, to issue a J policy.





(9)	Any other input documents for any optional segments of the master record which appeared on the JR contract prior to being purged, i.e., loan, lien, etc.





NOTE:	The input documents prepared as described in sub paragraph (2) through (9) must be sorted after the Purge of the JR master record; therefore, the last three digits of the J policy number must be entered on each insert input and coded for a second day release.





(10)	Prepare a dictated letter to provide the insured with the current status of the policy. New premium notices will be enclosed and the insured advised to destroy the old premium notices and the old policy. The insured will be requested to indicate the disposition of any pending refund. The insured will not be requested to pay any reserve shortage.





e.	If the request for consideration of a lower premium rate is denied, the insured will be advised and the reason or reasons for such a decision. The insured will also be furnished appeal rights.





M29-1, Part II	September 13,1976


Change 13





28.11	RESTORATION OF TDIP AGE 60 RIDERS ON FULLY PAID-UP CONTRACTS





a.	When an insured has not reached his or her 60th birthday on a paid-up Age 60 TDIP and exchanges for the Age 65 rider and later lapses and fails to reinstate, after normal lapse procedures have been followed, the Age 60 rider will be restored. Premiums paid on the Age 65 rider will not be refunded. Change the TDIP segment in the master record and notify the insured of our action and that he or she now has coverage on the TDIP to Age 60. The Age 65 rider is subject to reinstatement if the insured meets all of the requirements.





b.	If after an exchange the insured tells us that he or she did not understand the new rider and makes it clear that a request for an exchange would not have been made had it been known that additional premium payments for the TDIP were required, the Age 60 rider will be restored. Payments tendered for the Age 65 rider, if any, will be refunded. The insured will not be allowed to reinstate the Age 65 rider at a later date. Change the TDIP segment in the master record and notify the insured of our action and that he or she now has coverage on the TDIP to Age 60 only.





c.	The record printout will be noted to show the action taken and filed in the folder.]
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