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	DEPARTMENT OF VETERANS AFFAIRS

Regulation Policy and Management (02REG)

Office of the General Counsel

Washington, D.C.  20420


                                                                    

In Reply Refer to: 02REG

Date:  
June 14, 2012  

From:
Chief Impact Analyst (02REG)

Subj:
Economic Impact Analysis for RIN 2900-AO24, Veterans' Group Life Insurance (VGLI) No-Health Period Extension
To:
Director, Regulations Management (02REG)


I have reviewed this rulemaking package and determined the following.

1.  This rulemaking will not have an annual effect on the economy of $100 million or more, as set forth in Executive Order 12866.  

2.  This rulemaking will not have a significant economic impact on a substantial number of small entities under the Regulatory Flexibility Act, 5 U.S.C. 601-612.   

3.  This rulemaking will not result in the expenditure of $100 million or more by State, local, and tribal governments, in the aggregate, or by the private sector, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

4.  Attached please find the relevant cost impact documents. 

(Attachment):  Agency’s Impact Analysis, dated June 14, 2012
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

(Attachment)

Impact Analysis for RIN 2900-AO24
Title of Regulation: Veterans' Group Life Insurance No-Health Period Extension
Purpose:  To determine the economic impact of this rulemaking. 
Background:  The Department of Veterans Affairs (VA) proposes to amend 38 CFR 9.2, that governs eligibility for Veterans' Group Life Insurance (VGLI), by extending the 120 day “no health” period, when underwriting is not required, to 240 days.  The intent of this amendment is to expand the “no health” period so that more disabled veterans, who may not be able to obtain affordable commercial life insurance due to their disabilities, can qualify for VGLI coverage.

Assumptions: This amended rule would help to increase the effectiveness of outreach services used to identify disabled Veterans who are eligible for VGLI coverage, resulting in expansion of the number Veterans insured under the VGLI program.  

Methodology: VGLI costs are paid for by the Veterans enrolled in the program, through premiums.  The proposed amendment simply expands the “no health” period that is currently provided for in the existing VGLI regulation.  Utilizing financial projection models for the SGLI/VGLI programs, the Insurance Actuarial Staff calculated the cost of the proposed regulation as the difference between the transfers to VGLI that would be required if the "No Health" period were expanded to 240 days versus what the transfers are projected to be under the current 120 day period.  In consultation with the primary insurer’s senior actuary, and reviewing historical data, VA assumed that the mortality of the additional entrants to the VGLI program would be about two times the average mortality of VGLI insureds.  Over ten years, the impact of the expansion is estimated to be a 1.6 percent increase in the overall mortality rate of the VGLI population.
Estimated Impact: This regulatory amendment will not result in additional costs to the government.

The analysis by VA Insurance’s Actuarial Staff concludes that expanding the “no health” period to 240 days will result in 5-year and 10-year costs of $8 million and $36 million, respectively, to the program.  These increased costs are not large enough to cause VA to raise premiums.  VA also considered lengthening the “no health” period to 360 days. The longer the “no health” period is extended, the greater the probability that more individuals who are in poor health will enter the VGLI program.  VA actuaries estimate that an extension to 360 days would approximately double the 240-day costs. The increased costs of extending the no-health period to 360 days could eventually result in an increase in SGLI or VGLI premium rates.  

Consequently, VA concluded that in light of the extensive outreach efforts currently taken, a 240-day “no health” period represented the right balance between increasing the opportunity for disabled Veterans to apply for VGLI while minimizing the costs to the SGLI and VGLI programs. 

Submitted by:

Monica Keitt

Attorney/Advisor

DVAROIC, 310, Philadelphia, PA 

June 14, 2012
PAGE  
3
CKRUGER/lbh  05/20/04   281   28A   28   20F  H/vrc-28/28/Kruger/GOE fund use letter


