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Amendments

Chapter 0780-01-69, Minimum Reserve Standards for Individual and Group Health Insurance Contracts, is
amended by deleting the chapter in its entirety and substituting the following language so that, as amended, the
chapter shall read:

0780-01-69-.01

Chapter 0780-01-69
Minimum Reserve Standards for Individual and Group Health Insurance Contracts

Table of Contents

Scope.

0780-01-69-.02 Calculation of Reserves.

0780-01-69-.01

(1)

()

(4)

(®)

Scope.

These standards apply to all individual and group accident and health insurance coverages
except credit insurance, hereinafter “health insurance.”

When an insurer determines that adequacy of its health insurance reserves requires reserves in
excess of the minimum standards specified herein, such increased reserves shall be held and
shall be considered the minimum reserves for that insurer.

With respect to any block of contracts, or with respect to an insurer’s health business as a whole,
a prospective gross premium valuation is the ultimate test of reserve adequacy as of a given
valuation date. Such a gross premium valuation will take into account, for contracts in force, in a
claims status, or in a continuation of benefits status on the valuation date, the present value as of
the valuation date of. all expected benefits unpaid, all expected expenses unpaid, and all
unearned or expected premiums, adjusted for future premium increases reasonably expected to
be put into effect.

Such a gross premium valuation is to be performed whenever a significant doubt exists as to
reserve adequacy with respect to any major block of contracts, or with respect to the insurer's
health business as a whole. In the event inadequacy is found to exist, immediate loss recognition
shall be made and the reserves restored to adequacy. Adequate reserves (inclusive of claim,
premium and contract reserves, if any) shall be held with respect to all contracts, regardless of
whether contract reserves are required for such contracts under these standards.

Whenever minimum reserves, as defined in these standards, exceed reserve requirements as
determined by a prospective gross premium valuation, such minimum reserves remain the
minimum requirement under these standards.

Authority: T.C.A. §§ 56-1-418 and 56-2-301.

0780-01-69-.02 Calculation of Reserves.

(1)

()

For policies issued on or after January 1, 2017, the minimum reserve standards for individual and
group accident and health policies shall be calculated in accordance with the National Association
of Insurance Commissioners (NAIC) Valuation Manual in effect for the period at the time of the
review of the adequacy of the minimum reserves. The commissioner may also employ other
guidelines or procedures the commissioner deems appropriate.

Reserve standards for policies issued before January 1, 2017, including claims incurred before,
on and after January 1, 2017, on those policies, shall follow the requirements in the NAIC
Accounting Practices and Procedures Manual, Appendix A, A-010.

Authority: T.C.A. §§ 56-1-418, 56-1-901, et seq., 56-1-904, 56-1-906, 56-1-909, and 56-2-301.
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Regulatory Flexibility Addendum

Pursuant to T.C.A. §§ 4-5-401 through 4-5-404, prior to initiating the rule making process, all agencies shall
conduct a review of whether a proposed rule or rule affects small business.

The Department of Commerce and Insurance has considered whether these Proposed Rules are such that they
will have an economic impact on small businesses (businesses with fifty (50) or fewer employees). The proposed
rules are not anticipated to have a significant impact on small businesses. Tenn. Code Ann. §§ 56-1-418, 56-1-
901 et seq., 56-1-904, 56-1-906, 56-1-909 and 56-2-301 authorize the commissioner to promulgate rules
establishing minimum reserve standards for health care claims. The proposed rules establish such reserve
standards.

The outcome of the analysis set forth in Tenn. Code Ann. § 4-5-403 is as follows:

(1 These rules only directly affect the reserving practices of insurance companies that underwrite accident
and health insurance policies. Virtually all underwriters that retain risk for accident and health claims are
typically not considered to be small businesses.

(2) The projected reporting, recordkeeping and other administrative costs associated with compliance with
this proposed rule are not anticipated to increase from that which exists under the current rules these
proposed rules amend.

(3) The effect on small businesses is minimal. The proposed amendment will positively affect consumers by
providing for a more stable health insurance marketplace when insurers are required to comply with the
most up-to-date reserve requirements.

(4) There are no alternative methods to make the proposed rule less costly, less intrusive or less
burdensome. These rules allow insurers to adopt a consistent reserve standard for all health care claims.

(5) Only insurance companies retaining health risks are required to comply with this rule. Exempting any

company from these proposed rules would place Tennessee residents at risk should their insurance
carriers be permitted to carry less than adequate reserves.
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Impact on Local Governments

Pursuant to T.C.A. §§ 4-5-220 and 4-5-228 “any rule proposed to be promulgated shall state in a simple
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether
the rule or regulation may have a projected impact on local governments.” (See Public Chapter Number 1070
(http://publications.tnsosfiles.com/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly)

This rule will not have an impact on local governments.
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Additional Information Required by Joint Government Operations Committee
All agencies, upon filing a rule, must also submit the following pursuant to T.C.A. § 4-5-226(i)(1).

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by
such rule;

This rulemaking updates the minimum reserving standards for group and individual accident and health
insurance policies. This update is a follow-up to a 2017 rule revision to this chapter that set health reserve
requirements for policies issued after January 1, 2017, and claims reserves for claims incurred after January 1,
2017, to follow the NAIC Valuation Manual and NAIC Accounting Practices and Procedures Manual. The 2017
rulemaking did not modify the existing reserving requirements for pre-January 1, 2017, claims. This proposed
rulemaking would expand the application of the NAIC Accounting Practices and Procedures Manual reserving
requirements to include pre-January 1, 2017, claims. With this change, the legacy reserve requirements are no
longer applicable and are thus being deleted from this rule chapter.

(B) A citation to and brief description of any federal law or regulation or any state law or regulation mandating
promulgation of such rule or establishing guidelines relevant thereto;

Tenn. Code Ann. §§ 56-1-418, 56-1-901 et seq., 56-1-904, 56-1-906, 56-1-909 and 56-2-301 authorize the
Commissioner to promulgate rules establishing minimum reserve standards for health care claims. The
proposed rules establish such reserve standards.

(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or
rejection of this rule;

This rule will affect insurance companies selling accident and health insurance in the State of Tennessee. It is
anticipated that those companies will urge adoption of this rule.

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to
the rule or the necessity to promulgate the rule;

None known.

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures,
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less;

None

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge
and understanding of the rule;

Michael Humphreys, Assistant Commissioner for Insurance; Rachel Jrade-Rice, Director of Insurance; Brian
Hoffmeister, Director of Policy Analysis; Benjamin Whitehouse, Supervising Attorney & Assistant General
Counsel for Insurance.

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a
scheduled meeting of the committees;

Benjamin Whitehouse, Supervising Attorney & Assistant General Counsel for Insurance.
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(H) Office address, telephone number, and email address of the agency representative or representatives who
will explain the rule at a scheduled meeting of the committees; and

Davy Crockett Tower, 8th Floor, 500 James Robertson Parkway, Nashville, Tennessee 37243; 615-741-2616;
ben.whitehouse@tn.gov

() Any additional information relevant to the rule proposed for continuation that the committee requests.

| None.
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0780-01-69-.01 INTRODUCTION.SCOPE.
H—Scope-

(1a) These standards apply to all individual and group accident and health insurance

(2b)

(3¢)

(4d)

(Se)

coverages, except credit insurance, hereinafter “health insurance.”

When an insurer determines that adequacy of its health insurance reserves requires
reserves in excess of the minimum standards specified herein, such increased
reserves shall be held and shall be considered the minimum reserves for that insurer.

With respect to any block of contracts, or with respect to an insurer's health business
as a whole, a prospective gross premium valuation is the ultimate test of reserve
adequacy as of a given valuation date. Such a gross premium valuation will take into
account, for contracts in force, in a claims status, or in a continuation of benefits status
on the valuation date, the present value as of the valuation date of. all expected
benefits unpaid, all expected expenses unpaid, and all unearned or expected
premiums, adjusted for future premium increases reasonably expected to be put into
effect.

Such a gross premium valuation is to be performed whenever a significant doubt exists
as to reserve adequacy with respect to any major block of contracts, or with respect to
the insurer's health business as a whole. In the event inadequacy is found to exist,
immediate loss recognition shall be made and the reserves restored to adequacy.
Adequate reserves (inclusive of claim, premium and contract reserves, if any) shall be
held with respect to all contracts, regardless of whether contract reserves are required
for such contracts under these standards.

Whenever minimum reserves, as defined in these standards, exceed reserve
requirements as determined by a prospective gross premium valuation, such minimum
reserves remain the minimum requirement under these standards.




MINIMUM RESERVE STANDARDS FOR INDIVIDUAL AND GROUP
HEALTH INSURANCE CONTRACTS

Authority: T.C.A. §§ 56-1-418 and 56-2-301.
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0780-01-69-.026 CALCULATION OF RESERVES-AS-OF-JANUARY-1,-2017.

(1)  For policies issued on or after January 1, 2017, the minimum reserve standards for individual
and group accident and health policies shall be calculated in accordance with the National
Association of Insurance Commissioners (NAIC) Valuation Manual in effect for the period at
the time of the review of the adequacy of the minimum reserves. The commissioner may also
employ other guidelines or procedures the commissioner deems appropriate.

(2) Claim-reservesReserve standards for policies issued before January 1, 2017, includingfer
claims incurred before, on and after January 1, 2017, on_these policies, shall follow the
requirements in the NAIC Accounting Practices and Procedures Manual, Appendix A, A-010.

Authority: T.C.A. §§ 56-1-418, 56-1-901, et seq., 56-1-904, 56-1-906, 56-1-909, and 56-2-301.
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Contracts-issued-on-or-afterJanuary-1-—1997:
Contract , :
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