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sultation with the Board of Actuaries, may ad-
just the premium rate in order to fund inflation-
adjusted benefit increases on an actuarially
sound basis.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 301.)

§12527. Payment of premiums

(a) METHODS OF PAYMENT.—(1) The monthly
premium for coverage of a member of the Se-
lected Reserve under the insurance program
shall be deducted and withheld from the insured
member’s pay for each month.

(2) The Secretary of Defense, in consultation
with the Secretary of Homeland Security, shall
prescribe regulations which specify the proce-
dures for payment of premiums by members of
the Individual Ready Reserve and other mem-
bers who do not receive pay on a monthly basis.

(b) ADVANCE PAY FOR PREMIUM.—The Sec-
retary concerned may advance to an insured
member the amount equal to the first insurance
premium payment due under this chapter. The
advance may be paid out of appropriations for
military pay. An advance to a member shall be
collected from the member either by deducting
and withholding the amount from basic pay pay-
able for the member or by collecting it from the
member directly. No disbursing or certifying of-
ficer shall be responsible for any loss resulting
from an advance under this subsection.

(c) PREMIUMS T0O BE DEPOSITED IN FUND.—Pre-
mium amounts deducted and withheld from the
pay of insured members and premium amounts
paid directly to the Secretary shall be credited
monthly to the Fund.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 302; amended Pub. L.
104201, div. A, title V, §547, Sept. 23, 1996, 110
Stat. 2524; Pub. L. 107-296, title XVII, §1704(b)(1),
Nov. 25, 2002, 116 Stat. 2314.)

AMENDMENTS

2002—Subsec. (a)(2). Pub. L. 107-296 substituted ‘‘of
Homeland Security’ for ‘‘of Transportation’.

1996—Subsec. (a)(1). Pub. L. 104-201, §547(1), inserted
‘‘of the Selected Reserve’’ after ‘‘a member’’.

Subsec. (a)(2). Pub. L. 104-201, §547(2), added par. (2)
and struck out former par. (2) which read as follows:
“An insured member who does not receive pay on a
monthly basis shall pay the Secretary directly the pre-
mium amount applicable for the level of benefits for
which the member is insured.”

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by Pub. L. 107-296 effective on the date of
transfer of the Coast Guard to the Department of
Homeland Security, see section 1704(g) of Pub. L.
107-296, set out as a note under section 101 of this title.

§12528. Reserve Mobilization Income Insurance
Fund

(a) ESTABLISHMENT.—There is established on
the books of the Treasury a fund to be known as
the ‘“‘Reserve Mobilization Income Insurance
Fund”’, which shall be administered by the Sec-
retary of the Treasury. The Fund shall be used
for the accumulation of funds in order to finance
the liabilities of the insurance program on an
actuarially sound basis.

(b) ASSETS OF FUND.—There shall be deposited
into the Fund the following:
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(1) Premiums paid under section 12527 of this
title.

(2) Any amount appropriated to the Fund.

(3) Any return on investment of the assets of
the Fund.

(c) AVAILABILITY.—Amounts in the Fund shall
be available for paying insurance benefits under
the insurance program.

(d) INVESTMENT OF ASSETS OF FUND.—The Sec-
retary of the Treasury shall invest such portion
of the Fund as is not in the judgment of the Sec-
retary of Defense required to meet current li-
abilities. Such investments shall be in public
debt securities with maturities suitable to the
needs of the Fund, as determined by the Sec-
retary of Defense, and bearing interest at rates
determined by the Secretary of the Treasury,
taking into consideration current market yields
on outstanding marketable obligations of the
United States of comparable maturities. The in-
come on such investments shall be credited to
the Fund.

(e) ANNUAL ACCOUNTING.—At the beginning of
each fiscal year, the Secretary, in consultation
with the Board of Actuaries and the Secretary of
the Treasury, shall determine the following:

(1) The projected amount of the premiums to
be collected, investment earnings to be re-
ceived, and any transfers or appropriations to
be made for the Fund for that fiscal year.

(2) The amount for that fiscal year of any
cumulative unfunded liability (including any
negative amount or any gain to the Fund) re-
sulting from payments of benefits.

(3) The amount for that fiscal year (includ-
ing any negative amount) of any cumulative
actuarial gain or loss to the Fund.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 302.)

§ 12529. Board of Actuaries

(a) ACTUARIAL RESPONSIBILITY.—The Board of
Actuaries shall have the actuarial responsibility
for the insurance program.

(b) VALUATIONS AND PREMIUM RECOMMENDA-
TIONS.—The Board of Actuaries shall carry out
periodic actuarial valuations of the benefits
under the insurance program and determine a
premium rate methodology for the Secretary to
use in setting premium rates for the insurance
program. The Board shall conduct the first valu-
ation and determine a premium rate methodol-
ogy not later than six months after the insur-
ance program is established.

(c) EFFECTS OF CHANGED BENEFITS.—If at the
time of any actuarial valuation under sub-
section (b) there has been a change in benefits
under the insurance program that has been
made since the last such valuation and such
change in benefits increases or decreases the
present value of amounts payable from the
Fund, the Board of Actuaries shall determine a
premium rate methodology, and recommend to
the Secretary a premium schedule, for the lig-
uidation of any liability (or actuarial gain to
the Fund) resulting from such change and any
previous such changes so that the present value
of the sum of the scheduled premium payments
(or reduction in payments that would otherwise
be made) equals the cumulative increase (or de-
crease) in the present value of such benefits.
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(d) ACTUARIAL GAINS OR LOSSES.—If at the
time of any such valuation the Board of Actuar-
ies determines that there has been an actuarial
gain or loss to the Fund as a result of changes
in actuarial assumptions since the last valu-
ation or as a result of any differences, between
actual and expected experience since the last
valuation, the Board shall recommend to the
Secretary a premium rate schedule for the am-
ortization of the cumulative gain or loss to the
Fund resulting from such changes in assump-
tions and any previous such changes in assump-
tions or from the differences in actual and ex-
pected experience, respectively, through an in-
crease or decrease in the payments that would
otherwise be made to the Fund.

(e) INSUFFICIENT ASSETS.—If at any time li-
abilities of the Fund exceed assets of the Fund
as a result of members of the Ready Reserve
being ordered to active duty as described in sec-
tion 12521(2) of this title, and funds are unavail-
able to pay benefits completely, the Secretary
shall request the President to submit to Con-
gress a request for a special appropriation to
cover the unfunded liability. If appropriations
are not made to cover an unfunded liability in
any fiscal year, the Secretary shall reduce the
amount of the benefits paid under the insurance
program to a total amount that does not exceed
the assets of the Fund expected to accrue by the
end of such fiscal year. Benefits that cannot be
paid because of such a reduction shall be de-
ferred and may be paid only after and to the ex-
tent that additional funds become available.

(f) DEFINITION OF PRESENT VALUE.—The Board
of Actuaries shall define the term ‘‘present
value’ for purposes of this subsection.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 303.)

§12530. Payment of benefits

(a) COMMENCEMENT OF PAYMENT.—An insured
member who serves in excess of 30 days of cov-
ered service shall be paid the amount to which
such member is entitled on a monthly basis be-
ginning not later than one month after the 30th
day of covered service.

(b) METHOD OF PAYMENT.—The Secretary shall
prescribe in the regulations the manner in
which payments shall be made to the member or
to a person designated in accordance with sub-
section (c).

(c) DESIGNATED RECIPIENTS.—(1) A member
may designate in writing another person (in-
cluding a spouse, parent, or other person with an
insurable interest, as determined in accordance
with the regulations prescribed by the Sec-
retary) to receive payments of insurance bene-
fits under the insurance program.

(2) A member may direct that payments of in-
surance benefits for a person designated under
paragraph (1) be deposited with a bank or other
financial institution to the credit of the des-
ignated person.

(d) RECIPIENTS IN EVENT OF DEATH OF INSURED
MEMBER.—ANy insurance payable under the in-
surance program on account of a deceased mem-
ber’s period of covered service shall be paid,
upon the establishment of a valid claim, to the
beneficiary or beneficiaries which the deceased
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member designated in writing. If no such des-
ignation has been made, the amount shall be
payable in accordance with the laws of the State
of the member’s domicile.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 304.)

§ 12531. Purchase of insurance

(a) PURCHASE AUTHORIZED.—The Secretary
may, instead of or in addition to underwriting
the insurance program through the Fund, pur-
chase from one or more insurance companies a
policy or policies of group insurance in order to
provide the benefits required under this chapter.
The Secretary may waive any requirement for
full and open competition in order to purchase
an insurance policy under this subsection.

(b) ELIGIBLE INSURERS.—In order to be eligible
to sell insurance to the Secretary for purposes
of subsection (a), an insurance company shall—

(1) be licensed to issue insurance in each of
the 50 States and in the District of Columbia;
and

(2) as of the most recent December 31 for
which information is available to the Sec-
retary, have in effect at least one percent of
the total amount of insurance that all such in-
surance companies have in effect in the United

States.

(c) ADMINISTRATIVE PROVISIONS.—(1) An insur-
ance company that issues a policy for purposes
of subsection (a) shall establish an administra-
tive office at a place and under a name des-
ignated by the Secretary.

(2) For the purposes of carrying out this chap-
ter, the Secretary may use the facilities and
services of any insurance company issuing any
policy for purposes of subsection (a), may des-
ignate one such company as the representative
of the other companies for such purposes, and
may contract to pay a reasonable fee to the des-
ignated company for its services.

(d) REINSURANCE.—The Secretary shall arrange
with each insurance company issuing any policy
for purposes of subsection (a) to reinsure, under
conditions approved by the Secretary, portions
of the total amount of the insurance under such
policy or policies with such other insurance
companies (which meet qualifying criteria pre-
scribed by the Secretary) as may elect to par-
ticipate in such reinsurance.

(e) TERMINATION.—The Secretary may at any
time terminate any policy purchased under this
section.

(Added Pub. L. 104-106, div. A, title V, §512(a)(1),
Feb. 10, 1996, 110 Stat. 304.)

§12532. Termination for nonpayment of pre-
miums; forfeiture

(a) TERMINATION FOR NONPAYMENT.—The cov-
erage of a member under the insurance program
shall terminate without prior notice upon a fail-
ure of the member to make required monthly
payments of premiums for two consecutive
months. The Secretary may provide in the regu-
lations for reinstatement of insurance coverage
terminated under this subsection.

(b) FORFEITURE.—ANy person convicted of mu-
tiny, treason, spying, or desertion, or who re-
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