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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the Secretary					In Reply Refer To: 00REG Washington DC 20420


Date:  August 11, 2017  


Subj:	Economic Impact Analysis for RIN 2900-AP49, Veterans’ Mortgage Life Insurance – Coverage Amendment (VMLI)


	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 1):  Agency’s Impact Analysis
(Attachment 2): CFO Concurrence memo, dated June 28, 2017


Approved by:
Jeffrey M. Martin
Acting, Chief Impact Analyst
Regulation Policy & Management (00REG)
Office of the Secretary













(Attachment 1)


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:  

Effective October 1, 2011, the Veterans’ Benefits Act of 2010 raised the statutory maximum coverage under the Veterans’ Mortgage Life Insurance (VMLI) program from $90,000 to $150,000, and to $200,000 after January 1, 2012.  Pub. L. 111-275, Sec. 407, 124 Stat. 2864, 2880.  Current VA regulations require that VMLI participants carry coverage in an amount equal to the lesser of the statutory maximum or the amount of their outstanding mortgage balance.  See 38 CFR 8a.1(c) and 38 CFR 8a.2(a).  VA has concluded that, because premium rates for the new statutory maximum amount of $200,000 are 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.  To promptly address this problem, VA adopted an interim policy allowing insureds to select less than both the statutory maximum and their outstanding mortgage balance.  VA implemented this interim policy in order to avoid unintended harm to program participants.  VA now seeks to amend its regulations to make this interim policy permanent.    

The final 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 so the existing regulations will conform to the statutory provisions. 

Estimated Impact:  

VA has determined that there are no increased costs and/or savings associated with this rulemaking.  Although this regulation may increase the number of eligible individuals who choose to participate in the program, we anticipate that this additional cost will be offset by existing participants who opt 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 because 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.  The final regulation would provide participants the opportunity to lower their premiums by selecting less than the amount of coverage currently required under the program.  This may be desirable for some individuals who cannot afford the maximum amount of coverage or may want to reduce the level of their monthly premium.  However, upon reducing coverage, individuals also lower the projected amount of benefit payments and therefore the projected amount of government appropriations required each year.  As such, VA does not project an overall cost impact from the final regulation.  

As noted above, in 2012, VA implemented an interim policy allowing insureds to select less than both the statutory maximum and their outstanding mortgage balance.  Since that time, costs associated with the VMLI program have remained stable.  While there is no data available to directly measure the policy’s impact, it is reasonable to assume that codifying this policy and making it permanent by enacting the final amendments to VA’s regulations will not result in increased costs or savings, as program costs have remained stable since implementing the interim policy.  


Submitted by:
Jeanne King, Attorney/Advisor
Insurance Center (310/290B)
Department of Veterans Affairs
Philadelphia, PA  




(Attachment 2)
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