BOARD:

SUBJECT:

STATUTORY AUTHORITY:

EFFECTIVE DATES:

FISCAL IMPACT:

STAFF RULE ABSTRACT:

G.O.C. STAFF RULE ABSTRACT

Funeral Directors and Embalmers

Expedited Licensure for Military Applicants and Their
Spouses

Tennessee Code Annotated, Section 4-3-1304(d), (e), and
(f)

November 2, 2014 through June 30, 2015
None

This Rule provides an expedited licensing process for
certain military applicants and their spouses. The Rule
also authorizes military applicants to substitute applicable
military training for civilian training that is required for
licensure.



Regulatory Flexibility Addendum

Pursuant to T.C.A. §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.C.A.
§ 4-5-202(a)(3) and T.C.A. § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule
affects small businesses.

{1) The type or types of small business and an identification and estimate of the number of small
businesses subject to the proposed rule that would bear the cost of, or directly benefit from the proposed

rule;

The proposed rule is a licensing requirement that will apply to all license and registration applicants equally, if the
individual applicants meet the requirements. Therefore, businesses will not have any costs associated with this
rule.

(2) The projected reporting, recordkeeping and other administrative costs required for compliance with
the proposed rule, including the type of professional skills necessary for preparation of the report or
record;

There are no projected reporting, recordkeeping, or administrative costs for small businesses associated with this
rule.

(3)_A statement of the probable effect on impacted small businesses and consumers;

This rule has no projected impact on small businesses or consumers.

(4) A description of any less burdensome, less intrusive or less costly alternative methods of achieving
the purpose and objectives of the proposed rule that may exist, and to what extent the alternative means

might be less burdensome fo small business;

The rule will ease the burden of applying for a license or registration for those applicants who meet the
requirements. There are no less burdensome, intrusive, or costly methods to achieve the purpose of the rule.

(5) A comparison of the proposed rule with any federal or state counterparts; and

There are no federal counterparts to this rule. Public Chapter 122 requires all regulatory boards to adopt rules
expediting licenses for military applicants and applicants with spouses in the military. The Boards are adopting
rules substantially similar to this proposed rule.

{6) Analysis of the effect of the possible exemption of small businesses from all or any part of the
requirements contained in the proposed rule.

This rule does not require small businesses to change their operations. Therefore, there is no need for an
exemption.



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 reguiation, whether
the rule or regulation may have a projected impact on local governments.” (See Public Chapter Number 1070
(http://state.tn. us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly)

The proposed rules have no projected impact on local governments
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Substance of Proposed Rules

Chapter 0660-05

Funeral Directors and Embalmers

New Rule

0660-05-.04 Military Applicant — Spouses — Expedited Licensure.

(1) An applicant for reqgistration meeting the requirements of T.C.A. § 4-3-1304(d)(1) may:

(a) Be issued a license upon application and payment of all required fees if, in the opinion of

the Board, the requirements for licensure of such other state are substantially equivalent

to that required in Tennessee; or




(b) Be issued a temporary license if the Board determines that the applicant's application

(2)

does not meet the requirements for substantial equivalency, but that the applicant could
perform additional acts, including — but not limited to - education, training, or experience,
in order to meet the requirements for the application to be substantially equivalent. The
Board may issue a temporary license upon application and payment of all required fees
for a reqular license of the same type, which shall allow the person to perform services as
if fully licensed for a set period of time that is determined to be sufficient by the Board for
the applicant to complete such requirements.

1: After completing those additional requirements and providing the Board with
sufficient proof thereof as may be required, a full license shall be issued to the
applicant with an issuance date of the date of the original issuance of the
temporary license and an expiration date as if the full license had been issued at
that time.

2: A temporary license shall be issued for a period no longer than the length of a
renewal cycle for a full license of the same type.

3: A temporary license shall expire upon the date set by the Board and shall not be
subject to renewal except through the completion of the requirements for
substantial equivalency as required by the Board or by an extension of time
granted for good cause by the Board.

4. Should an extension to a temporary license cause the permit to be in effect
longer than the renewal cycle of a full license, then the holder of the temporary
license shall file a renewal application with such documentation and fees,
including completion of continuing education, as are required by the Board for all
other renewals of a full license of the same type.

Military education, training, or experience completed by a person described at T.C.A. § 4-3-

1304(d)(1)(B)(ii)(a)-(c) shall be accepted toward the qualifications, in whole or in part, to receive

any license issued by the Board if such military education, training, or experience is determined

by the Board to be substantially equivalent to the education, training, or experience required for

the issuance of such license.

- S—

(a) Any registrant who is a member of the national guard or a reserve component of the
armed forces of the United States called to active duty whose license expires during the
period of activation shall be eligible for renewal upon the licensee being released from
active duty without:

1. Payment of late fees or other penalties;
2. Obtaining continuing education credits when:

(i) Circumstances associated with the person’s military duty prevented the
obtaining of continuing education credits and a waiver request has been
submitted to the Board; or

(ii) The person performs the licensed or certified occupation as part of such
person'’s military duties and provides documentation sufficient to
demonstrate such to the Board.

(b) The license shall be eligible for renewal pursuant to this paragraph (3) for six (6) months

from the person’s release from active duty.




(c) Any person renewing under this paragraph (3) shall provide the Board such supporting
documentation evidencing activation as may be required by the Board prior to renewal of
any license pursuant to this subsection.

Authority: T.C.A. §§ 4-3-1304(d), 4-3-1304(e), and 4-3-1304(f).



* |If a roll-call vote was necessary, the vote by the Agency on these rules was as follows:

Board Member Aye No Abstain Absent Signature
(if required)

Robert O. Starkey, |l
Anita L. Taylor
Wayne E. Hinkle
W.T. Patterson

Jane Gray Sowell
David R. Neal
Robert P. Helms X

XXX XXX
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(board/commission/other authority) Tennessee State Board of Funeral Directors and Embalmers  on

05/06/2014 _(date), and is in compliance with the provisions of T.C.A. § 4-5-222. The Secretary of State is
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herein and in the locations described, he is to treat the proposed rules as being placed on file in his office as rules

at the expiration of sixty (60) days of the first day of the month subsequent to the filing of the proposed rule with
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All proposed rules provided for herein have been examined by the Attorney General and Reporter of the State of

Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures Act,
Tennessee Code Annotated, Title 4, Chapter 5. B
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G.0.C. STAFF RULE ABSTRACT

DEPARTMENT: Commerce and Insurance

DIVISION: Insurance

SUBJECTS: Companies in Hazardous Financial Condition

STATUTORY AUTHORITY: Tennessee Code Annotated, Sections 56-2-301, 56-9-508,
: and 56-11-109

EFFECTIVE DATES: November 11, 2014 through June 30, 2015

FISCAL IMPACT: None

STAFF RULE ABSTRACT: The Rule adds additional grounds the commissidner may

consider in determining whether a company is in
hazardous financial condition and gives the commissioner
additional authority to address companies in hazardous
financial condition. The Rule allows the commissioner to
detect more easily insurance companies that are in
hazardous financial condition in order to protect
policyholders in Tennessee from insurance companies that
may be financially impaired.



Public Hearing Comments

One copy of a document containing responses to comments made at the public hearing must accompany the
filing pursuant to T.C.A. § 4-5-222. Agencies shall include only their responses to public hearing comments,
which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no
comments are received at the public hearing, the agency need only draft a memorandum stating such and include
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not
acceptable.

The Department of Commerce and Insurance received no comments.



Regulatory Flexibility Addendum

Pursuant to T.C.A. §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.C.A.
§ 4-5-202(a)(3) and T.C.A. § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule
affects small businesses.

The Department of Commerce and Insurance has considered whether the proposed rules in these Rulemaking
Hearing Rules are such that they will have an economic impact on small businesses (businesses with fifty (50) or
fewer employees). The proposed rules are anticipated not to have a significant economic impact affecting small
businesses. Tenn. Code Ann. §§ 56-1-408, 56-1-409, 56-1-416, 56-1-417, 56-2-301, 56-9-101, 56-9-106, 56-9-
503, 56-9-504, 56-9-508, 56-11-106, 56-11-109 and 2014 Public Acts, Chapter 583 authorize the Commissioner
to, or contemplate the Commissioner may, promulgate rules in order to establish whether a company is in
hazardous condition. The proposed amendments add additional grounds that the commissioner may consider in
determining whether a company is in hazardous condition, financial or otherwise, and give the commissioner
additional authority to address companies in hazardous financial condition. Further, these rules are designed to
allow the commissioner to detect more easily insurance companies that are in hazardous financial condition in
order to protect policyholders in the State of Tennessee from insurance companies that may be financially
impaired.

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

(1) The proposed rules will only apply to insurance companies that are licensed, or should be licensed, in this
State. The remedies contemplated under this rule and the Insurers Rehabilitation and Liguidation Act, found
in T.C.A. §§ 56-9-101 et seq., must occasionally be applied to companies that engage in the unauthorized
business of insurance.

(2) Insurance companies licensed in this State are required to meet certain minimum capital, surplus and risk
based capital requirements. The proposed rules do not change those requirements, but rather allows the
commissioner greater flexibility in determining if an insurance company’s finances are such that the company
poses a risk to policyholders in this State. This rule will not increase any capital and surplus, or record
keeping requirements for insurance companies.

(3) The effect on small businesses is negligible. The proposed amendment will have no effect on consumers and
will only affect insurance companies,

(4) There are no alternative methods to make the rule less costly, less intrusive or less burdensome.

(5) There are no other counterparts in the State of Tennessee; however, this regulation is similar to reguiations in
effect in all fifty states and the District of Columbia.

(6) Only insurance companies are subject to this rule. Most insurance companies licensed in this State have
greater than 50 employees. Nevertheless, exempting any insurance company from this regulation would
place the Tennessee policyholders at a greater risk of having their insurance claims go unpaid due to a
company’s financial impairment.

10



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://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly)

This rule will not have an impact on local governments.

11
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I

RULES OF THE DEPARTMENT OF COMMERCE AND
INSURANCE DIVISION OF INSURANCE

CHAPTER 0780—1—66

STANDARDS AND COMMISSIONER'S AUTHORITY FOR COMPANIES
DEEMED TO BE IN HAZARDOUS FINANCIAL CONDITION

TABLE OF CONTENTS

0780-1-—66— 01 Authority 0780—1—66—.04 Commissioner’s Authority 0780—1—66--.02 Purpose 0780—1—66— .05 Judicial Review
0780~-1--66-—03 Standards 0780—1—66— 06 Severability

0780-01-66-.01. AUTHORITY

This chapter is adopted and promulgated by the Teanessee Department of Commerce and Insurance pursuant to T.C.A. §§
4-5-101 el seq., 56-1-408, 56-1-409, 56-2-301, 56-9-101, 56-9-106, 56-9-503, 56-9-508, 56-11-206, and 56-11-209.

Administrative History: Original rule filed December 20, 1993; effective Mazrch 5, 1994,

0780-01-66-.02. PURPOSE
(1) The purpose of this chapter is to set forth the standards which the Commissioner may use for identifying insurers
found to be in such condition as to render the further transaction or continiuance of their business hazardous, financially or

otherwise, to-the-public-theircredHeors-or-to bolders-a L thetr policies-orgertifiealos-oF-inswanee_to their policyholders
creditors or (he peperal public.

{2) This chapter is intended (o aid in early detection of any polentially dangerous condition in an insurer and to afford
prompt application of appropriate corrective measures, thereby implementing express purposes of the Insurers' Rehabil-
itation and Liquidation Act, T.C.A. & 56-9-101 et seq.

{3) This chapter shall not be interpreted to limit the powers granted the Commissioner by any laws or parts of laws of this
state, nor shall this chapter be interpreted to supersede any laws or parts of laws of this state.

Administrative Histogy: Original rale filed December 20, 1993, effective March 5, 1994,

0780-01-66-.03. STANDARDS
- The foliowing standards, either singly or 2 combination of two or more, may be considered by the Comunissioner to
determine whether the continued operation of any insurer transacting an insurance business in this state might be deemed
t0 be hazardous—tinaneinth-orotherwiser to theits policyholders, creditors or the general public. The Comimissiotier may

consider-in-addition-to-any-other relevani-facters, the-folowing:

{x])y Adverse findings reported in financial condition and marke! conduct examination reposts, audil scposts, and ac-
Tuarial opinions, repwets Or summasies,

(82) The Nationial Association of Insurance Commissioners Insurance Reguiatory Information Systemn and its related
other lnancial analysis solvency lools and reports;

13
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h-Fheansurer's-assel-portfolio when vivwed-in-Hght oS curent economicconditions is-not of sulfficient-value- Hyuidity; B
or-diversity- 1o assure the coimpany' s-abilitv-io-meet s ouistanding-obligations as-hev-ipature:

(3) thlhm‘ the insurer has made :uicqnnlc prm'l‘ii@n :1cc0rdin" o })rcscnll\—' acccnicd aclual‘ia} slamlurds ol'pruclice

sitdered in Ithl ol ll!c ASHCLS hu d by the ingurer with lle)CLl Lo guch reserves and ra.lalul dLllldrh‘ll ilems |nc|udlm. but

not limited to. the fvestiment earnings ov such assets, and the consideralions anticipated to be veceived and retained

under such policies and contracts:

(et) The ability of an assuming reinsurer to perform and whether the insurer's reinsurance program provides sufficient
protection for the compuny’singurer’s remaining surplus after taking into account the insurer's cash flow and the classes
of business written as well as the financial condition of the assuming reinsurer;

(£3) Whether the insurer's operating loss in the last twelve-month period or any shorter period of time, including but not
iimited to net capital gain or loss, change in non-admitted assets, and cash dividends paid to shareholders, is greater than
fifty percent (50%) of the insurer's remaining surplus as regards to policyholders in excess of the minimum required;

(6)__Whether the insurer's operaling loss in (he last twelve-month period er any sherler period of lime, excluding net
capital gaing, {s meater than (wenly percent (20%) of the insurer's remaining suiplus as regards policyholders in excess
of the minimum required;

(£7) Whether+ 5 tify within inSUIance.
holding company system, is msolvent threatened with lnsolvency or delinquent in payment of its monetary or other
obligations_and which in the opinion of the commissioncr may alfeet the solvency of the insurer;

(h#) Contingent liabilities, pledges or guaranties which either individually or collectively involve a total amount which
in the opinion of the Commissicner may affect the sotvency of the insurer;

(i) Whether any “controtling person” as defined in T.C.A. §§ 56-10-201 and 56-11-2101 of an insurer is delinquent in
the {ransmitting to, or payment of, net premiums to suchibe insurer;

(1L0) The age and colleetibilitycollcetability of receivables;
(k11) Whether the meanagemens of an insurer, including officers, directors, or any other person who directly or indi-
rectly controls the operation of the insurer, fails to possess and detmonstrate the competence, fitness and reputation

deemed necessary to serve the insurer in such pesition;

(41 2) Whether the management of an insurer has failed to respond to inquiries relative to the condition of the insurer or
has furnished false and misleading information concerning an inquiry;

{13y Whether the insurer has fatled o meet finuncial and holding company fifing requirements in the sbsence of g
reason satiskactory to the cotmissigner;

14



| (m]4) Whether management of an insurer eilher has filed any false or misleading sworn financial statement, or has
released false or misteading financial statement to lending institutions or to the general public, or has made a false or
misleading entry, or has omitted an entry of materiaf amount in the books of the insurer;

l (n15) Whether the insurer has grown so rapidly and to such an extent that it Jacks adequate financial and administrative
capacity to tmeet its obligations in a timely manner;

{e16) Whether the company has experienced or wili experience in the foreseeable future cash flow andior liquidity
problems.

{173 Whether inanagement Tas established reserves that do not comply with minimuwm standards established by state
insurance laws, repulations. statutory accounting standazds, sound actuarial principles and standards of practice:

{19 Whether iransactions smony alfliules, subsidiavies or conbrolling persons Tor which the {nsurer regaives assets or
ability 1o meel 13

y to asgure the insure

capital gains, or both, do nel provide sufficient value, liquidity or diversil

vulstanding obligations as they sature; or

{200 Any other linding determined by the commissioner Lo be hazardous 1o the insurer’s policybolders. creditors ot
general public,

Administrative History: Original rule filed December 20, 1993; effective March 5, 1994,
0780-01-66-,04, COMMISSIONER'S AUTHORITY

{#) For the purposes of making a determination of an insurer's financiat condition under this chapter, the Commissioner
may:

() Disregard any credit or amount receivable resulting from transactions with a reinsurer which is insolvent, impaired
or otherwise subject to a delinquency proceeding;

(b) Make appropriate adjustmenis jncluding dis
with parents, subsidiaries, or affitiates_consistent witl the NAIC Accounting Policies And Progedures Manual, state
laws and regulations;

(c) Refuse to recognize the stated value of accounts receivable if the ability to collect receivables is highly speculative in
view of the age of the account or the financial condition of the debtor;

(d) Increase the insurer's liability in an amount equal to any contingent liability, pledge, or guaraniee not otherwise
included if there is a substantial risk that the insurer wiil be called upon to meet the obligation undertaken within the
next twelve-month period.

(2 If the Commissioner determines that the continued operation of the insurer licensed to transact business in this state
| may be hazardous te theils policyholders, ereditors or the general public, then the Commisstoner may, upon a determi-

15



nation, issue an order consistent with applicable statutes requiring the insuzer to:
(a) Reduce 1he total amouni of present and potential Hability for policy benefits by reinsurance;
(b) Reduce, suspend or limit the volume of business being accepted or renewed;
{c) Reduce general insurance and commission expenses by specified methods;
{d) Tncrease the insurer's capital and surplus;
{e) Suspend or limit the declaration and payment of dividend by an insurer fo its stockholders or to its policyhelders;
() File reports in a form acceptable to the Commissiener concerning the market vatue of an insurer's assets;

(g) Limit or withdraw from certain investments or discontinue certain investment practices to the extent the Commis-
sioner deems necessary;

(h) Document the adequacy of premium rates in relation to the risks insured,

(i) File, in addition to regular annual statements, interim financial reports on the form adopted by the National Asso-
ciation of Insurance Commissioners or in such format as promulgated by the Commissioner;

L corporale_governance practice deficiencies, and adopt and utilize governancg practices aceeptable 10 the

(. _Loree
COMMLSSIONET,

(k) _Provide a business plan to the commissioner in order to continue to trangagl

the state,

improve the financial condition ol the insurer; or.

(i) Take any other appropriate remedial action,
If the insurer is a foseign insurer the Commissioner's order may be limited to the extent provided by statute.

(3Xa) Any insurer subject to an order under Subparagraph (2) may request a hearing to review that order, which request

must be received within thirty (30) days of the issuance of the order or review shalt be deemed waived. The order shall be
accompanied by notice of the conduct, condition or ground upon which the Commissioner based the order and notice of an
opportunity to be heard consistent with the provisions of the Uniform Administrative Procedures Act, compiled in Title 4,
Chapter 5 of the Tennessee Code Annotated. Unless mutually agreed between the Commissioner and the insurer, the A
hearing shall eccur within fifteen (15) days after the date of the request for hearing and shall be held at the main offices of

the Department or, in the discretion of the Commissioner, at some other place convenient to the parties designated by the
Commissioner. When the date, time and place of the hearing is determined, notice of same shall be given to the insurer.

(b} The order provided for in Subparagraph (2) is not an order of administrative supervision. The Commissioner deems
that such order relates to supervision in that it is administrative corrective action to determine the condition of the in-
surer and to abate the Commissioner's determination that the insurer may be in hazardous or potentially dangerous

16



condition. An insurer's failure to comply with the order could lead to administrative supervisior or other proceedings.
(c) Matters under this chapter shall be treated in compliance with T.C.A, § 56-9-304.
Administrative History: Original rufe filed December 20, 1993; effective March 5, 1994,

0780-01-66-.05. JUDICIAL REVIEW

Any order or decision of the Commissioner shall be subject to review in accordance with the Uniform Administrative
Procedures Act, Title 4, Chapler 5 of the Tennessee Code Annotated.

Administrative History: Original rule filed December 20, 1993; effective March 3, 1594,

0780-01-66-.06, SEVERABILITY
If any provisions of this chapter be held invalid, the remainder shall not be affected.

Administrative History: Original rule filed December 20, 1993; effective March 5, 1994,

17



* If a roll-call vote was necessary, the vote by the Agency on these rulemaking hearing rules was as follows:

Board Member Aye No Abstain Absent Signature

(if required)

N/A

| certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted
by the Commissioner of the Department of Commerce and Insurance on __£ /2¢ // /M (mm/dd/yyyy), and is

in compliance with the provisions of T.C.A. § 4-5-222.

| further certify the following:

Notice of Rulemaking Hearing filed with the Department of State on: 8/17/13

Rulemaking Hearing(s) Conducted on: (add more dates). 10/14/13

Date: é ’){0 '/l/
Signature: : Wb MLPMIL

Name of Officer: ulie Mix McPeak

NOTARY Title of Officer: Commissioner, Department of Commerce and Insurance
| / L ¢ §

e L_qusclribed and sworn to before me on: [é -6~/ J 2
\ ‘t:.‘x\l‘ ‘ . / IS
Notary Public Signature:

My commission expires on: <ﬁ '/5 -2o1ls

All rulemaking hearing rules provided for herein have been examined by the Attorney General and Reporter of the

State of Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures
Act, Tennessee Code Annotated, Title 4, Chapter 5. _ )
7 77 J

VN (05— _/
. /Robert §. Cooper, Jr.

Attorney General and Reporter
7-8-/¥

Date
Department of State Use Only

Filed with the Department of State on: ¢/ [ 5/ |

ain Effectiveon: [/[1([1Y . . .

o= i ' d é’l f}%ﬁﬂ/

- , 7 Tre Hargett
ot : Secretary of State
(0]

=

od
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G.0.C. STAFF RULE ABSTRACT

DEPARTMENT:

DIVISION:

SUBJECT:

STATUTORY AUTHORITY:

EFFECTIVE DATES:

FISCAL IMPACT:

STAFF RULE ABSTRACT:

Commerce and Insurance
Insurance

Market Conduct Annual Statement Filing
Requirements

Tennessee Code Annotated, Section 56-8-107
November 11, 2014 through June 30, 2015
None

The Rule allows the state to participate in a uniform
system of collecting market-related information and
requires certain companies subject to the Rule to
electronically file market conduct annual statements
with the commissioner in accordance with the filing
instructions published by the National Association
of Insurance Commissioners.

19



Public Hearing Comments

One copy of a document containing responses to comments made at the public hearing must accompany the
filing pursuant to T.C.A. § 4-5-222. Agencies shall include only their responses to public hearing comments,

~ which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no

~ comments are received at the public hearing, the agency need only draft a memorandum stating such and include
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not
acceptable.

Comment 1
0780-01-85-.02

It was commented that the scope of this rule, as drafted, only requires insurance companies that are licensed
pursuant to title 56 and required to file annual statements pursuant to T.C.A. § 56-1-501, 56-44-102, with the
exception of those that write only accident and health insurance, must file market conduct annual statements in
the manner provided by this Chapter. It was further commented that the scope of this rule did not apply to single
employer workers’ compensation self-insureds or workers’ compensation self-insurance pools.

Agency Response to Comment 1

The Department agrees with this comment. This rule does not apply to single employer workers’ compensation
self-insureds or workers' compensation self-insurance pools.

Comment 2
0780-01-85-.04

It was commented that the term complaint shows up in the definitions section but is not used anywhere else in the
rule.

Agency Response to Comment 2
The Department has removed the definition of complaint from the rule.

Comment 3
0780-01-85-.06

It was commented that this rule seeks io make information confidential by rule and that only a statute can declare
information to be confidential.

Agency Response to Comment 3

The Department disagrees with this comment. Rule 0780-01-85-.06 is based on statutory authority found in
T.C.A. § 56-8-107. T.C.A § 56-8-107(c) states that the Commissioner may promulgate rules that require
companies authorized to do business under this title, with the exception of those that write accident and health
insurance, to annually file in the office of the commissioner an annual statement in a form adopted for use by
companies, which shall provide information concerning its market conduct of that year. T.C.A. § 56-8-107(d)
states that All testimony, documents and other information submitted to the commissioner pursuant to this
section, and all records and documents maintained pursuant to this section shall be privileged and shall not be
disclosed pursuant to § 10-7-503 or § 56-1-602, nor shall they be admissible as evidence in any civil proceeding
not brought by the commissioner. The commissioner, within the commissioner's discretion, may share the
documents and information with other state or federal agencies, or with any law enforcement authority.
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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 as described in T.C.A.
§ 4-5-202(a)(3) and T.C.A. § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule
affects small businesses.

The Department of Commerce and Insurance has considered whether the proposed rules in these Rulemaking
Hearing Rules are such that they will have an economic impact on small businesses (businesses with fifty (50) or
fewer employees). The proposed rules are anticipated not to have a significant economic impact affecting small
businesses. 2009 Public Acts, Chapter 383 and T.C.A. §§ 56-2-305 and 56-8-107 authorize the Commissioner to
promulgate rules that require companies authorized to do business under title 56, with the exception of those that
write accident and health insurance, to annually file information concerning its market conduct of that year. This
new rule will require companies subject to this rule to electronically file with the commissioner its market conduct
annual statement in accordance with the filing instructions published by the National Association of Insurance
Commissioners. This rule will allow Tennessee to participate in a uniform system of collecting market-related
information to help states monitor the market conduct of companies. Currently, this uniform system is used to
collect claims and underwriting data on the Private Passenger Auto, Homeowners, Life and Annuity lines of
business. This rule will allow the commissioner to identify concerns regarding the timeliness of claim payments
and policy replacement counts. Currently, forty-five states participate in this uniform system. Tennessee is one
of five states that do not currently participate. The other non-participating states are North Dakota, South Dakota,
New York and Connecticut. Arkansas became the most recent state to participate in 2012. Tennessee is
currently the only southeastern state that is not participating.

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

(1) The proposed rules will only apply to insurance companies licensed in this State.

(2) Insurance companies licensed in this State are likely already participating in this uniform system. This
uniform system is currently operating in 45 other states. Tennessee would be the 46" state to join.
Companies that operate in more than one state are already going to be participating in this uniform system
and should incur little to no additional cost to comply with this rule.

(3) The effect on small businesses is negligible. The proposed amendment will have no effect on consumers and
will only affect insurance companies.

(4) There are no alternative methods to make the rule less costly, less intrusive or less burdensome.

(5) There are no other counterparts in the State of Tennessee; however, this regulation is similar to regulations in
effect in 45 other states and the District of Columbia.

(8) Only insurance companies are subject to this rule. Most insurance companies licensed in this State have

greater than 50 employees. Nevertheless, exempting any insurance company from this regulation would
place the Tennessee policyholders at a greater risk of having their claims not paid timely.
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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
(hitp://state.tn.us/sos/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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0780-01-85-.05 Market conduct annual statement.

' 0780-01-85-.06 Confidential materials.
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Chapter 0780-01-85
Market Conduct Annual Statement Filing Requirements

New Rules

0780-01-85-.01 Purpose.

0780-01-85-.02 Scope.

0780-01-85-.03 Authority.

0780-01-85-.04 Definitions.

0780-01-85-.05 Market conduct annual statement.
0780-01-85-.06 Confidential materials.
0780-01-85-.07 Violations and penalties.
0780-01-85-.08 Severability.

0780-01-85-.01 Purpose.
The purpose of this Chapter is to set forth the manner in which insurers licensed in the State of
Tennessee, except those that write only accident and health insurance, file market conduct annual
statements with the commissioner in order to foster nationwide consistency in market conduct oversight.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.

0780-01-85-.02 Scope.
Every insurer authorized to do business under the provisions of Title 56, that is recjuired to file annual
statements pursuant to T.C.A. §§ 56-1-501, 56-44-102, or otherwise by law, with the exception of those
that write only accident and health insurance, must file market conduct annual statements in the manner
provided by this Chapter.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.

0780-01-85-.03 Authority.

This Chapter is promulgated by the commissioner pursuant to 2009 Public Acts, Chapter 383 and T.C.A.
§ 56-8-107.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.

0780-01-85-.04 Definitions.

)] “Commissioner” means the commissioner of the Tennessee Department of Commerce and
Insurance.

(2) ‘Department”’ means the Tennessee Department of Commerce and insurance.

(3) “Electronic” means relating to technology having electrical, digital, magnetic, wireless, optical,

electromagnetic, or similar capabilities.

4) "NAIC" means the National Association of insurance Commissioners.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.
0780-01-85-.05 Market conduct annual statement.
)] Every insurer with a certificate of authority in this State, with the exception of those that write only
accident and health insurance, shall electronically file with the commissioner its market conduct

annual statement, as authorized by T.C.A. § 56-8-107, in accordance with the filing instructions
published by the NAIC.
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(2) For purposes of this chapter, the market conduct annual statement filing is not complete until it
has been received by the commissioner, in either hard copy or electronic form, as designated by
the commissioner.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.
0780-01-85-.06 Confidential Materials.

All testimony, documents and other information submitted pursuant to Rule 0780-01-85-.05, and all
records and documents maintained pursuant to Rule 0780-01-85-.05 shall be privileged and shall not be
disclosed pursuant to T.C.A. § 10-7-503 or 56-1-602, nor shall they be admissible as evidence in any civil
proceeding not brought by the commissioner. The commissioner, within the commissioner's discretion,
may share the documents and information with other state or federal agencies, or with any law
enforcement authority.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.

0780-01-85-.07 Violations and penaities.
Any insurer that fails to make and file its market conduct annual statement in the form and time provided
by Rule 0780-01-85-.05 shall be subject to the applicable penalties provided for by T.C.A. § 56-2-305, as
well as such other sanctions provided for by law.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. §§ 56-2-305 and 56-8-107.

0780-01-85-.08 Severability.
If any provision of this Chapter or the application thereof to any person or circumstance is for any reason
held to be invalid, the remainder of the Chapter and the application of such provision to other persons or
circumstance shall not be affected thereby. To this end, the provisions of this chapter are declared

severable.

Authority: 2009 Public Acts, Chapter 383 and T.C.A. § 56-8-107.
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G.O.C. STAFF RULE ABSTRACT

AGENCY:
DIVISION:

SUBJECT:

STATUTORY AUTHORITY:

EFFECTIVE DATES:

FISCAL IMPACT:

STAFF RULE ABSTRACT:

Tennessee Student Assistance Corporation
Higher Education
Tennessee Education Lottery Scholarship Program

Tennessee Code Annotated, Sections 49-4-903,
49-4-204, and 49-4-924

November 25, 2014 through June 30, 2015

None

The Rule clarifies the awarding of TELS funds to
transient students and clarifies timelines within the

appeal and exception process to ensure
consistency in the processing of TELS appeals.
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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 as described in
T.C.A. § 4-5-202(a)(3) and T.CA. § 4-5-202(a), all agencies shall conduct a review of whether a
proposed rule or rule affects small businesses. The statute requires that as a part of its analysis, each
agency shall prepare an economic impact statement as an addendum to each rule that is deemed to
affect small businesses, which shall be published in the Tennessee Administrative Register, filed with the
Secretary of State’s Office, and made available to all interested parties, including the Secretary of State,
Attorney General, and the House and Senate Government Operations Committees.

The agency shall consider without limitation, certain methods of reducing the impact of the proposed rule
on small businesses while remaining consistent with heailth, safety and well-being and those methods are
as follows: the extent to which the proposed rule or rules may overiap, duplicate, or conflict with other
federal, state, and local governmental rules; clarity, conciseness, and lack of ambiguity in the proposed
rule or rules; the establishment of flexible compliance and/or reporting requirements for small businesses;
the establishment of friendly schedules or deadlines for compliance and/or reporting requirements for
small businesses; the consolidation or simplification of compliance or reporting requirements for small
businesses; the establishment of performance standards for small businesses as opposed to design or
operational standards required in the proposed rule; and the unnecessary creation of entry barriers or
other effects that stifle entrepreneurial activity, curb innovation, or increase costs.

Description of Proposed Rule

Pursuant to T.C.A.§ 4-5-202, the Tennessee Student Assistance Corporation (TSAC) intends to file
proposed rules, to amend the current rules of Chapter 1640-01-19 Tennessee Education Lottery
Scholarship (TELS) Program, in lieu of a rulemaking hearing. It is the intent of TSAC to promulgate thase
rules without a rulemaking hearing uniess a petition requesting such hearing is filed within thirty (30) days
of the publication date of issue of the Tennessee Administrative Register in which the proposed rules are
published.
The proposed rule acts to adopt changes to the Tennessee Education Lottery Scholarship (TELS)
Program Chapter 1640-01-19 as proposed rules, clarifying the awarding of TELS funds to transient
students and clarifying timelines within the appeal and exception process to ensure consistency in the
processing of the TELS appeals. These rules regulate a state funded lottery scholarship program
designed for qualified Tennessee students attending postsecondary institutions in Tennessee.

Regulatory Flexibility Analysis - Methods of Reducing the Impact of Rules on Smali Businesses
1. Overlap, duplicate, or conflict with other federal, state, and local governmentaf rules:

The proposed rules will not overlap, duplicate, or conflict with other federal, state, and local
governmental rules.

2. Clarity, conciseness, and lack of ambiguity in the rule or rules:

The proposed rules were patterned to ensure clarity and conciseness of the language of the rules
and to eliminate possible ambiguity in the interpretation of the rules.

3. Flexible compliance and/or reporting requirements for small businesses:

The proposed rules were drafted to facilitate administration of the program for eligible
postsecondary education institutions.

4. Friendly schedules or deadlines for compliance and/or reporting requirements:

28



TSAC worked diligently with key postsecondary education institution personnel to ensure that
proposed compliance and/or reporting requirements can be practically applied by institutions
administering the program.

5. Consgclidation or simplification of compliance or reporting requirements:

The proposed rules were drafted to ensure solid, easily interpreted, compliance and reporting
requirements.

6. Performance standards for small businesses:

TSAC expects all education institutions engaged in the administration of the Tennessee
Education Lottery Scholarship Program to comply with all applicable rules.

7. Barriers or other effects that stifle entrepreneurial activity, curb innovation, or increase costs:

The proposed rules do not contain any foreseeable inhibitors to small business entreprenerial
activities. :

Furthermore, the statute requires that the agency, as part of the rulemaking process for any proposed
rule that may have an impact on small businesses, shall prepare an economic impact statement as an
addendum for each rule. The statement shall include the following: the type or types of small businesses
and an identification and estimate of the number of small businesses subject to the proposed rule that
would bear the cost of andfor directly benefit from the proposed rules; the projected reporting,
recordkeeping and other administrative costs required for compliance with the proposed rule, including
the type of professional skills necessary for preparation of the report or record; a statement of the
probable effect on impacted small businesses and consumers; a description of any less burdensome,
less intrusive or less costly alternative methods of achieving the purpose and/or objectives of the
proposed rule that may exist, and to what extent, such alternative means might be less burdensome to
small businesses; a comparison of the proposed rule with any federal or state counterparts; and analysis
of the effect of the possible exemption of small businesses from all or any part of the requirements
contained in the proposed rule.

Economic Impact Statement
1. Types of small businesses directly affected:

Not applicable. The proposed rules were drafted to facilitate administration of the program for the
eligible postsecondary institutions and should have no impact on small businesses.

2. Projected reporting, recordkeeping, and other administrative costs:

There are no significant changes in reporting, recordkeeping, or other administrative costs that
will result from the promulgation of these proposed rules.

3. Probable effect on small businesses:
Not applicable. The proposed rules were drafted to facilitate administration of the program for the
eligible postsecondary institutions and should have no impact postsecondary institutions
employing fifty (50) or fewer full-time employees.

4. Less burdensome, intrusive, or costly alternative methods:

As these proposed rules present no foreseeable cost to the eligible postsecondary institutions,
there is no alternative method to propose.
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5. Comparison with federal and state counterparts:
There are no federal or state counterparts to the issues addressed by these proposed rules.
8. Effect of possible exemption of small businesses:

There will be no exemptions created by these proposed rules.
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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://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General
Assembly)

The rules for the Tennessee Education Lottery Scholarship Program Chapter 1640-01-19, as proposed,
shall have no projected impact on local governments.
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Chapter Number | Chapter Title

1640-01-19 Tennessee Education Lottery Scholarship Program
Rule Number Rule Title

1640-01-19-.01 Definitions

1640-01-19-.26

Appeal and Exception Process
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1640-01-19-.01
1640-01-19-.02

1640-01-19-.03
1640-01-19-.04
1640-01-19-.05
1640-01-19-.06
1640-01-19-.07

1640-01-18-.08

1640-01-19-.09
1640-01-19-.10
1640-01-19-.11
1640-01-18-.12
1640-01-19-.13

1640-01-19-.14

RULES
: OF
TENNESSEE STUDENT ASSISTANCE CORPORATION

CHAPTER 1640-01-19
TENNESSEE EDUCATION LOTTERY SCHOLARSHIP PROGRAM

TABLE OF CONTENTS

Definitions

Scholarship Award Amounts and
Classifications

Application Process

General Eligibility

Eligibitity — Tennessee HOPE Scholarship
Eligibility — Tennessee ASPIRE Award
Eligibility — General Assembly Merit
Scholarship )

Eligibility — Tennessee HOPE Access Grant
Eligibility ~ Tennessee HOPE Foster Child
Grant

Eligibility ~ Wilder-Naifeh Technical Skills
Grant

Eligibility — Duat Enrollment Grant
Retention of Awards — General Requirements
Retention of Awards — Tennessee HOPE
Access Grant

Retention of Awards — Dual

Enroliment Grant

1640-01-19-.01 DEFINITIONS.

1640-01-19-.15
1640-01-19-.16

1640-01-18-.17
1640-01-19-.18
1640-01-19-.19

1640-01-19-.20
1640-01-18-.21
1640-01-19-.22

1640-01-19-.23
1640-01-19-.24
1640-01-19-.25

1640-01-18-.26

Tennessee Education Lottery Scholarship
Award Process

Continuation of Tennessee Education Lottery
Scholarship Award

Award Made in Error

Refund Policy

Converting from Full-time to Part-time
Enrofiment

Personal or Medical Leave of Absence
Military Mobilization of Eligible Students
Caiculation of Postsecondary Cumulative
Grade Point Average

Transfer Students

Transient Students

Denial of Initial Eligibility — Failure to Timely
Envroll

Appeal and Exception Process

(1) Academic requirement: The term is defined in T.C.A. § 45-4-902.

()
3

subject area battery tests.

G

Academic Year: The term is defined in T.C.A. § 49-4-902.

ACT: The ACT Assessment administered by ACT, inc., exclusive of the essay and optional

Adjusted gross income attributable to the student: The term is déﬁned in T.C.A. § 49-4-802.

)

(6)

0

Alternative Study program: Programof study including, but not limited to student exchange
programs, practicum, co-op programs and internships that includes travel outside the State of
Tennessee that is sponsored or offered by:

(a) an eligible postsecondary institution; or

(b) an eligible postsecondary institution in conjunction with either another eligible
postsecondary or a postsecondary institution that is accredited by a regional
accrediting association.

ASPIRE Award: An award to a student for study in pursuit of an associate or baccalaureate
degree at an eligible postsecondary institution who qualifies for a Tennessee HOPE
Scholarship and whose adjusted gross income attributable fo the student does not exceed
the amount as described in T.C.A. § 49-4-915(a)(2).

Award Year: A period of time, typically nine (9) months, in which a full-time student is
expected to compiete the equivalent of a minimum of two (2) semesters of academic study.
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TENNESSEE EDUCATION LOTTERY SCHOLARSHIP PROGRAM CHAPTER 1640-01-19
(Rule 1640-01-19-.01, continued)

(8) Board of Regents: The board of regents of the state university and community college
system of Tennessee.

(9) Certificate or Diploma: The term is defined in T.C.A. § 49-4-902.

(10) Continuing Education: Courses and programs that do not lead to a certificate, diploma or
degree that are designed for