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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


Date:  September 4, 2018  


Subj:	Economic Impact Analysis for RIN 2900-AQ12, Veterans’ Group Life Insurance Increased Coverage


	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 document. 

(Attachment):  Agency’s Impact Analysis, dated July 2018.  



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













 (Attachment)


Impact Analysis for RIN# 2900-AQ12

Title of Regulation: Veterans' Group Life Insurance Increased Coverage

Purpose:  To determine the economic impact of this rulemaking. 

The Need for the Regulatory Action:  Current statutory provisions provide Veterans’ Group Life Insurance (VGLI) insureds under the age of 60 with the opportunity to increase their VGLI coverage by $25,000 not more than once in each five-year period beginning on the one-year anniversary of the date a person becomes insured under VGLI. The Department of Veterans Affairs (VA) is finalizing the amendment of its VGLI regulations to establish a permanent regulatory framework for such elections of increased coverage.  The final rule clarifies that coverage increases in an amount less than $25,000 are available only when existing VGLI coverage is within $25,000 of the Servicemembers’ Group Life Insurance maximum of $400,000, and any increases of less than $25,000 must be only in an amount that would bring the insurance coverage up to the statutory maximum.   

Estimated Impact: VA has determined there are no transfers or costs associated with this rulemaking. VA is merely adding language to 38 CFR 9.2(b) to reflect existing law resulting from the Veterans’ Benefits Act of 2010.  The SGLI and VGLI programs are funded by premiums from insured servicemembers and veterans. 

Assumptions and Methodology of the Analysis: This amended rule is consistent with the existing statutory provisions of 38 U.S.C. 1977(a)(3) that provide veterans who are VGLI insureds with the opportunity to periodically increase their VGLI coverage. In doing so, the law and the VGLI governing regulations now reflect this amendment that provides VGLI insured veterans with the opportunity to meet the changing financial needs of their families.   

An actuarial model was used to derive the projected future reserve requirements for and financial feasibility of this proposal.  New insurance issued under VGLI requires the establishment of a reserve (approximately 2.5 percent of the face value) to provide for the difference between the expected future claims and expenses and the expected future premiums. The participation assumptions were scaled by age bracket under the assumption that younger veterans would be more inclined to purchase the optional coverage.  Hence, 30 percent participation was assumed for ages up to 39, 20 percent for ages 40 to 49, and 10 percent for ages 50 to 59.  Design features such as restricting availability of the coverage to those under age 60, and limiting the increment to $25,000, serve to minimize the degree of adverse selection and, hence, the cost of the proposal.

The final amendment simply adds language to 38 CFR 9.2(b) to reflect existing law resulting from the Veterans’ Benefits Act of 2010.  This increased coverage will help provide financial security to veterans and their families, since many of those insured under VGLI cannot purchase private insurance due to their disabilities.

Paperwork Reduction Act:  There are not any new or proposed revised collections of information associated with the rulemaking, under the provisions of the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3521).  

PRA Impact:  None  

Submitted by:
Karen Naccarelli
Chief, OSGLI Oversight, 
Policy and Procedures Staff
VA Insurance Center, Unit 290B
Philadelphia, PA 19144
July 2018
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