March 21, 2011

Re:
NAIC Model Law #820 – Standard Valuation Law

During 2009, the National Association of Insurance Commissioners (NAIC) adopted Model 820.  The model essentially enables the principles based reserving framework prospectively while retaining current requirements for business in-force.

After final adoption, the model was referred to the NAIC committee responsible for setting accreditation standards.  That committee’s process for adopting standards has started, and, if there are no major setbacks, adoption of Model 820 could be a requirement for OIC’s continued accreditation effective as early as January 1, 2014.

We seek your initial input and will appreciate your candid comments on Model 820 and whether or not it should be adopted in Washington will help us assess the model and plan how to proceed.  In this regard, you may want to discuss Model 820 with your company’s Appointed Actuary to identify relevant considerations for your company.  Your comments by April 8, 2011 will help us determine whether the Washington domestic industry is willing to support adoption of Model 820, whether any modification of the model is anticipated or desired, and whether we should plan for proposed legislation in 2012 or 2013. 

Some of the issue areas that we see in Model  820 that we hope you will comment on are:

· Model 820, Sec. 11, adopts a valuation manual that is not complete and may not be effective for several years.  Should we adopt Model 820 as it currently is with automatic adoption of the valuation manual when it is complete at a later date?  Should we provide for adoption of the valuation manual by rule, and does that keep our adoption from being “substantially similar” for accreditation purposes?

· The first nine sections of Model 820 are similar to the current language of chapter 48.74 RCW, but not exactly the same.  How much of the Washington language in current chapter 48.74 RCW should be carried over into a new legislative proposal?  How would that impact the substantially similar accreditation requirement?

· Are there other Washington specific changes that need to be made to Model 820?  How would those changes impact the substantially similar requirement of accreditation?

· Should rule-making authority be added to the model?

· Section 14 of Model 820 provides for privilege and confidentiality of certain documents.  Similar provisions in other legislation have been the subject of extraordinary scrutiny by members of the legislature and others.  Our experience has been that confidentiality sections can impede, if not derail, the progress of a bill.  Are there provisions in Section 14 that could be deleted in an effort to make the section less objectionable?

If responses to this letter support planning for legislation, we will plan to involve the domestic industry and other stakeholders in the drafting of a legislative proposal.  We will schedule a number of face-to-face meetings intended to work toward a consensus bill we can all support. 

Thank you for your comments and assistance in developing an action plan to deal with Model 820.

Sincerely,

JAMES T. ODIORNE, CPA, JD

Deputy Insurance Commissioner

Company Supervision Division

