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TO: All Companies Writing Group Accident and Sickness
Insurance in the Commonwealth of Virginia

RE: Minimum Premium Plans

A minimum premium plan is considered by this
Bureau to be a plan under which the employer self-funds a
large percentage or first layer of the estimated monthly
value of medical claims with an insurance company insuring
the excess. In order fo provide tuiswexgegswgqyepape_ the
insurance company attaches a rider to a conventional group

‘ accident and sickness insurance policy inspr;pghbgge§;t§ﬁln

excess of the percentage Or Tirot layer Oof estimateq monCthly
valus. of medical claims the emplover nas aoreed To asoume.
The insurance company continues to provide the same services
that it normally provides under group insurance; i.e., it
assumes the same risks that it assumes under the conven-
tional policy and maintains claim reserves as it does under
the normal group coverage. Upon termination of the group
contract or the minimum premium agreement, the insurer
remains liable for all claims including the incurred but
unreported claims and claims for extended benefits.

The Bureau of Insurance has approved and will
continue to approve this type of rider when attached to an
already approved conventional group accident and sickness
policy and where the insurer is responsible for maintaining

claim reserves both during the term of the agreement and
after the termination of the agreement or group contract.

In another type of minimum:premium plan being sold
in Virginia, the employer maintains the claim reserves and
the insurance company does not assume any liability or
responsibility for claims or claim reserves after the agree-
ment is terminated. This type of plan, in our opinion, does
not comply with Sections 38.1-5 and 38.1-347 of the Virginia
Insurance Code. Therefore, approval of all riders anéd/or
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forms issued to provide insurance coverage under this type
of minimum premium plan are wi_hdrawn as of July 135, 1980 in
accordance with Section 38.1-342.1 of the Virginia Insurance

Code.

Please address any guestions concerning these
plans to Mr. William J. Gestwick, Assistant Commissioner,
Life and Health Division and please advise him of the form
numbers being withdrawn as a result of this letter.

Sincerely, ‘ﬂ
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James ¥W. Newman, Jr.v
Lommissioner of Insurnance
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