Impact Analysis for RIN 2900-AP49 
Title of Regulation: Veterans' Mortgage Life Insurance—Coverage Amendment

Purpose:  To determine the economic impact of this rulemaking. 
The Need for the Regulatory Action:  The Department of Veterans Affairs (VA) proposes to amend its regulations governing the Veterans’ Mortgage Life Insurance (VMLI) program in order to provide eligible individuals with the opportunity to purchase less than the statutory maximum amount of insurance available under the program.  The proposed rule would also amend current VA regulations to reflect that the statutory maximum amount of coverage available under the VMLI program has been increased to $200,000, to define the term “eligible individual,” and to clarify that eligibility for VMLI coverage has been extended to include certain active duty Servicemembers as well as Veterans.  These amendments are necessary to conform the existing regulations to statutory provisions.  
Estimated Impact:  VA has determined that there are no increased costs and/or savings associated with this rulemaking.  Although this regulation may enable a few more disabled Veterans to participate in the program, we anticipate that this additional cost will be offset by the action of existing participants to lower their coverage in order to obtain a more affordable premium. 
Assumptions and Methodology of the Analysis: Premium receipts for the VMLI program cover only about 15 percent of the annual claims for the program.  This is due to the fact that these severely disabled Veterans are charged standard premium rates and not penalized for their health conditions.  As a result, the program is primarily funded by annual government appropriations.  This regulation provides qualifying Veterans with the opportunity to select less than the maximum amount of VMLI coverage available to them.  This may be desirable for some Veterans, who cannot afford the maximum amount of coverage, or who may want to reduce the level of their monthly premium.  However, upon reducing coverage, Veterans also lower the projected amount of benefit payments and therefore the projected amount of government appropriations required each year.  

In the Veterans’ Benefits Act of 2010, Congress raised the statutory maximum coverage for VMLI from $90,000 to $150,000 beginning on October 1, 2011, and increasing to $200,000 after January 1, 2012.  Pub. L. 111-275, Sec. 407, 124 Stat. 2864, 2880.  VA has concluded that, because premium rates for the new statutory maximum amount of $200,000 is considerably higher than premiums for the former maximum amount, an increasing number of individuals may terminate their VMLI coverage or decline coverage entirely unless VA offers options to buy a lesser amount of VMLI than currently required.   In establishing the VMLI program, Congress intended to provide seriously disabled Veterans with a reasonable level of mortgage protection insurance.  If such Veterans are forced to decline their coverage for financial reasons, the purpose of the program has not been fulfilled.  Therefore, VA proposes to amend its Part 8a regulations to reflect the new statutory maximum and to provide eligible individuals with the option to select a level of coverage that is affordable to them, including levels of coverage lower than the statutory maximum and the outstanding mortgage balance.  VA believes this change will benefit all eligible individuals in that it will tend to encourage participation in the VMLI program.
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