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Adoption of Own Risk and Solvency Assessment Guidance Manual and Valuation Manual

Rule Caption (Not more than 15 words that reasonably identifies the subject matter of the agency's intended action.)
In the Matter of:

Statutory Authority:

Adoption of the Own Risk and Solvency Assessment Guidance Manual for insurers' use when completing an own risk and solvency
assessment and adoption of the current NAIC Valuation Manual for use in establishing principle-based reserves.

ORS 731.244, Chapter 547, Oregon Laws 2015 (Enrolled House Bill 2469)

Other Authority:

Statutes Implemented:
Chapter 547, Oregon Laws 2015 (Enrolled House Bill 2469)

Need for the Rule(s):
Effective regulation of insurance requires statutory authority to ensure an insurer or insurance group has an internal process to assess its
current and potential risks as well as its ability to pay claims and remain solvent under different scenarios. Failure by companies to adequately
assess these risks could result in insurance company insolvencies and cause great consumer harm. HB 2469 establishes requirements for
certain insurers to conduct an Own Risk and Solvency Assessment (ORSA) and to file a confidential report with the Department of Consumer
and Business Services. The ORSA reports are to be developed by insurers using guidance provided in the NAIC ORSA Guidance Manual.
These proposed rules designate the Own Risk and Solvency Assessment Guidance Manual insurers must use in completing an own risk and
solvency assessment.

HB 2469 also allows insurers to use actual experience of policyholders rather than a formulaic table when calculating statutory claims
reserves via principle-based reserving. The proposed rules designate the NAIC Valuation Manual insurers must use in establishing principle-
based reserves.

Fiscal and Economic Impact:
The parties most impacted by these rules are insurers. Insurers and the general public should experience no additional fiscal impact as a
result of this change. The requirements set forth in these proposed rules provide insurers with resources necessary for implementation of HB
2469, in that they fix with certainty the manuals used to complete the work required under the Act.

Statement of Cost of Compliance:
1. Impact on state agencies, units of local government and the public (ORS 183.335(2)(b)(E)):

Because an Own Risk and Solvency Assessment is a self-directed process, the department should not experience fiscal impacts. Even so, the
underlying Act creates the most impact, not the rules. As cities, counties and other units of local government that elect to self-insure generally
are exempt under the Insurance Code, they are also not impacted. [ORS 731.036]

Based on information available to the department, it is impossible to guess the impact that these rules would have on the general public.
Presumably, a well-managed insurer would ultimately have a positive impact, but we don't possess the information to make that statement
with certainty.

2. Cost of compliance effect on small business (ORS 183.336):
a. Estimate the number of small business and types of businesses and industries with small businesses subject to the rule:

Documents Relied Upon, and where they are available:
Chapter 547, Oregon Laws 2015 and Enrolled House Bill 2469 2015 Legislative Assembly.  These documents are available on-line at:  https:
//olis.leg.state.or.us/liz/2015R1/2015-01-12  or for public inspection at the Division of Financial Regulation, 350 Winter Street NE, Salem,
Oregon  97301-3883, during regular business hours, 8:00 a.m. to 5:00 p.m., Monday through Friday. The NAIC Valuation Manual can be
downloaded from http://www.naic.org/documents/committees_a_latf_related_valuation_manual_noapf_160829.pdf and the NAIC ORSA
Guidance Manual is available at http://www.naic.org/documents/prod_serv_fin_recievership_ORSA-2014.pdf.



The Division of Financial Regulation does not have information as to the number of employees employed by insurers authorized to transact
insurance in Oregon, but it is unlikely that any insurer subject to this rule is a small business.

b. Projected reporting, recordkeeping and other administrative activities required for compliance, including costs of
professional services:

The Department does not anticipate insurers will incur any additional costs associated with reporting, recordkeeping and other administrative
activities required for compliance as a result of the adoption of these rules. As mentioned above, the requirements set forth in these proposed
rules simply provide insurers with resources necessary for implementation of HB 2469 and do not, themselves, establish new recordkeeping
or other administrative requirements.

c. Equipment, supplies, labor and increased administration required for compliance:
Similarly, because these rules only adopt the versions of necessary manuals to implement the bill, the manuals are freely available so insurers
should not incur any costs to obtain this needed resource. The department does not anticipate any increases in administration, labor or
equipment anticipated to be necessary because of this rulemaking.

If not, why?:

How were small businesses involved in the development of this rule?

Administrative Rule Advisory Committee consulted?:

The department did not involve small businesses in this rulemaking because they are unlikely to be affected by this rule.
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