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Ra: Discounting workers compensation loss reserves

Dadr Mr. Nyce:

This i3 to recomuend thatl thoe lnsurancoe Depactment 7
Tinal torm ragulation on the disccunting ot workers’

compengsation losg renorves be wiilndrawn to alJlow tox
two mparLant claritrcalions reyarding its
implementat fon.

Firsc, the rogulabion needs Lo ne amerded to clarifly
s dmpact on policics dssusd un or

prior to the
requldlion’s olfective datc.,

The Depar lment. states
in its preaubls that “axistang workers compoise ion
bugsiness which has bheen
should not

regulation.”

[CR A

digscounted 2t the 6% rale
be  impaclsd by Lhe amendmont of the

W agree with “hat. concelusion, but it
should e more clesrly staled, wnd il shonld be in
the text of Lhe regulation iteelt, To that end, we
recontuend Lhe segulation =et farth the following

franaition rule:

“Tnourers who uwsed rhe talieo zel foslh in st ion
lie.3 prior Lo the &f el ve dule ¢l thiu requlation
may ocontinue 1o use the

disconnl faclorg in Lhat
tabile lor accident years 2001 and  nrior,

Lorx
policics isswad on haefore the ofricetive date of this
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requlation, so lonyg as Lhey con!inne to demonstrule they hiold
sufficient assets suvporting Lhe 69 inlerest rune assdaptivu
underlying thal. table. ”

In the alterrative, the Depar ' monl could simply state (lal the
amencieils te the regulation nel. 4pply Lo policies izsuved on
oY before the vifective date of thoss amendmenls,

Second, the regulation needds to ha amended toe claifly that the
interest rate wused for disrounting 2 given arcidenl  year
appliecs to truture reporling on Lhat accidenl ycar, I''a 1hat
end, we recommend the following adidiiion ro Section 116.4(2):

“The interesl rate lirst adeptod tor a givon accident year may
be maintaincd for fulure reporting on  that accidenl  yoar
provided that the dinsurer conl.imgst o hold sccurities who
yvield supports that azsumption,”

We have discusned these clarificatione with the Ilnsurance
Depatiment, and 1 belicve it aorenrx that bolh clarifications
match the inlent of the requlatiun. wWe understand that Lhe
Departmwent themefore inlends to withidrew 1he regulation ana
quickly address those areas. We hope that (he TREC then
approves the requlatiou.

Sincerely,

Samyel R, Marshalls

-

: Petor J. Salvatcere
Regulatory Coordirator
Perusylvania insurance Doepartuent
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