
Steve Bullock, Governor
Pam Bucy, Commissioner

Workers’ Compensation Regulations Bureau
Self-Insurance

1805 Prospect Phone (406) 444-1555
P.O. Box 8011 “An Equal Opportunity Employer” Fax (406) 444-7710
Helena, MT 59624-8011 TTD (406) 444-5549

March 19, 2014

MUS Self-Funded Workers’ Compensation Program
Leah Tietz, Director, Workers’ Compensation
2500 Broadway
Helena, MT 59620-3201

RE: Approval to Self-Insure Workers’ Compensation Granted

Transmitted Electronically

Dear Ms. Tietz:

Permission is granted to self-insure workers’ compensation liabilities in Montana effective
April 1, 2014 through March 31, 2015. Enclosed is a posting notice that may be copied and
must be posted in each Montana work site as well as a copy of our review for your records.

1. Excess Insurance Coverage - $750,000 SIR with statutory limits (ongoing)
2. Please have Milliman include specific confidence levels for their low, middle (or

expected) and high estimates in the next actuarial report.

Please feel free to contact me if you have any questions.

Sincerely,

Erin Weisgerber
Department of Labor & Industry
Employment Relations Division
Workers’ Compensation Regulation Bureau
eweisgerber@mt.gov

Enclosures: Posting Notice and Review

mailto:eweisgerber@mt.gov
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Background

T he M U S S elf-Funded W orkers’ Com pensation P rogram (hereinafter called M U S ) began

operationsJuly 1,2003.T he purpose ofM U S isto provide w orkers’ com pensation coveragefor

itsm em bers.Allm em bersare jointly and severally liable and agree to assum e and discharge

theobligationsofM U S .Approved m em bersofM U S are:U niversity ofM ontana,M ontanaS tate

U niversity and the O ffice of Com m issioner of Higher Education. M U S ’sinception date for

M ontanaw orkers’ com pensationself-insurancew asJuly 1,2003.

R enew alDate

T herenew aldateforM U S isApril1,2014.

L ossInform ation

T he am ount paid reported on the application isin sync w ith M U S ’squarterly expenditure

reports(Q ER )forcalendaryear(CY)2013. Incurred liability and totalunpaid liability are up

again thisyear. T here hasbeen a69.5% increase in incurred liability since 2011 and a54.5%

increase in totalunpaid liability in the sam e tim e fram e. T he costofpaid claim s(m edicaland

indem nity)in M ontanaper$100 in payrollforCY 2013 w as$0.53,dow n slightly from $0.58 in

CY 2012. Bothofthesenum bersareexcellent.

S afety

Collegesand U niversitieshaveaw orkers’ com pensationratingof6-m edium usingBest’sHazard

Index in Best’sU nderw riting Guide.T he m ost com m on injuriesinclude slips,trips,and falls.

M U S reportsthey have aform alsafety program and that they do have asafety engineerat

2013 2012 % change change

Em ployees 23,746 23,844 -0.4% -98

P ayroll 390,763,914 374,217,738 4.4% 16,546,176

A ccidentsandClaim s

M edicalonly 273 271 0.7% 2

Indem nity 52 46 13.0% 6

Fatal 1 0 1

P aid

M edicalpaid 1,527,375 1,482,415 3.0% 44,960

Indem nity paid 534,887 675,084 -20.8% -140,197

O therpaid 68,002 123,484 -44.9% -55,482

L iability

Incurredliability 2,260,783 1,726,713 30.9% 534,070

3 yraverage 2,083,549 1,954,739 6.6% 128,810

T otalunpaidliability 2,416,960 1,839,682 31.4% 577,278
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M ontanalocations. In general,the trend in the num berofaccidentsper100 em ployeeshas

been fairly consistentoverthe pastseveralyearsw ith only aslightuptickthisyearafter. M U S

didhaveonefatality in2013 involvinganaccidentoverseas.

2013 2012 2011 2010 2009

# Medical 273 271 294 317 289

# of Lost Time 52 46 39 49 44

# of Fatal 1 0 0 0 0

Total Accidents 326 317 333 366 333

MT Employees 23,746 23,844 23,081 22,516 22,326

Per 100 Employee 1.37 1.33 1.44 1.63 1.49

ExcessInsuranceCoverage

S pecificExcess Aircraft-R elated

S elf-InsuredR etention(S IR ) $750,000 $1,000,000

P olicy L im it S tatutory S tatutory

P olicy P eriod 8/1/2013 to7/1/2014 8/1/2013 to7/1/2014

M U S previously had S tar Insurance Com pany astheir excesscarrier. In 2013 S tar w as

dow ngraded from an A- carrier to a B++ carrier w hich no longer com plied w ith the

Departm ent’sadm inistrative rules. Effective August 1,2013,M U S had their excesspolicy

endorsed so the policy w asreplaced by S tate N ationalInsurance Com pany. S tate N ational

Insurance Com pany israted A (Excellent)and hasafinancialsize category rating ofVIII($100 -

$250 m illion) by Best’sInsurance R eports. T he outlook,updated M ay 14,2013,islisted as

stable.T hiscom pliesw ith ourexcessinsurance carrieradm inistrative rules,w hich require a

ratingofA-orbetterand afinancialsize category ofVIorbetter. T he Departm enthasw aived

the aggregate excess insurance requirem entsfor this em ployer. T he required M ontana

endorsem ents#1-insolvency,#2-cancellation,#3-com m utation,and #4-late claim reporting

penalty w aiverareincluded inthepolicy.

In addition to the changesto the insurance carrier,M U S requested an increase in theirS IR

duringthe2013 year. Atthetim eoftherequestM U S had only oneclaim thathadpierced their

$500,000 retention leveland one claim outstanding that isprojected to reach the retention

levelin the future. Due to astrong financialposition and low num berofclaim soverthe

$500,000 level,theDepartm entagreedtoanincreaseintheS IR to$750,000.
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DepositandGuaranties

T heDepartm enthaspreviously w aived thesecurity depositrequirem entforM U S . T heneedfor

asecurity depositisbased on m any factorsincluding,butnotlim ited to,financialcondition,S IR

levelon excesscoverage,outstandingreserverequirem entsand generaltrendsin thesefactors

forthe self-insured entity. T he Departm entm aintainsaconservative position on the necessity

ofrequiringasecurity deposit.

Allm em bersare jointly and severally liable and agree to assum e and discharge the w orkers’

com pensationobligationsofM U S .

A ctuarialR eport

M illim an Inc.provided an actuarialstudy thatincluded areserve analysis,projected prem ium s

and financialpro form aforM U S ’sself-insuranceprogram asofJune 30,2013. M illim an noted

thatthey looked atN CCIlossinform ationforM ontanainadditiontoM U S ’sinternallossdatain

developingtheirconclusions. T otalundiscounted outstandingliabilitiesw ere $7.806 m illion,at

an expected level,asofJune30,2013. T hisisa-26.8% decreasefrom 2012 and isatitslow est

levelsince 2009. O utstanding liabilitiesat ahigh confidence levelare $8.017 m illion. T he

actuary assum esthatM U S ’sfuture lossesw illbe som ew hatbetterthan historicallevelsdue to

legislativechangesasw ellasM U S ’s$afety $m artinitiatives. Based uponN CCIcircularsused by

the actuary,estim ated changesin losscostsdueto the law change forthe tw o classcodesthat

pertain to M U S decreased by -22.4% . T he actuary chose to use am ore conservative reduction

in losscost in the -5.0% to -10.0% range untilm ore tim e haspassed to allow foram ore

com pleteevaluationoftheim pactofthelaw change.

T he actuary projectsprem ium sto be $2.268 m illion in fiscalyear (FY) 2014. M U S has

im plem ented aprem ium holiday for (FY) 2014 w here no w orkers’ com pensation prem ium

paym entsareow ed toM U S forthefirst6 m onthsofthefiscalyear. In(FY)2015,theprem ium s

w illrevertbacktonorm aland areprojected tobe$4.674 m illion,increasingto$4.961 m illionin

(FY)2018. W ith the prem ium estim atesatan expected level,M illim an projectsM U S to have a

surplusof$11.563 m illionby theendof2018.

Date Case IBN R T otal

30-Jun-2013 1,699,000 6,107,000 7,806,000

30-Jun-2012 1,582,000 9,086,000 10,668,000

30-Jun-2011 1,175,000 8,379,000 9,554,000

30-Jun-2010 1,407,000 6,947,000 8,354,000

30-Jun-2009 995,000 6,738,000 7,733,000
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Claim sExam iner

ConnieHoffm an,w ithInterm ountainClaim sinBillings,adjustsM U S ’sM ontanaclaim s.T hisisin

com pliancew ithourin-stateadjusterruleandstatute.

Financial

S electedR atiosandFinancialInform ation

BalanceS heet–

 Cash& Equivalents$19.2 m illionup8.5%

 T otalAssets$19.6 m illionup6.7%

 CurrentL iabilities$2.1 m illionup10.8%

 L ong-T erm Claim sP ayable$6.1 m illiondow n-32.8%

 T otalL iabilities$8.2 m illiondow n-25.3%

 S urplus$11.4 m illionup54.2%

Incom eS tatem ent–

 P rem ium s$4.3 m illion up2.7%

 CostofClaim s($0.65 m illion)dow n-119.0%

 Gain$4.0 m illionup1,381.2%

CashFlow s–

 N etcashprovidedfrom (usedfor)operations$1.4 m illion

 N etcashprovidedfrom (usedfor)investing$82 thousand

 N etcashprovidedfrom (usedfor)financing$0

 N etincrease(decrease)incash$1.5 m illion

Comments on Financial Statements –

For the yearsended June 30,2013 and 2012 Junkerm ier,Clark,Cam panella,S tevensP C

com pletedanauditoftheM U S financialstatem ents.

A ratio analysisusing R isk M anagem ent Association’sAnnualS tatem ent S tudies(R M A) w as

com pleted to com pare M U S ’skey ratiosto industry standards. T he category that best fit for

com parison purposesw asthe Insurance Agency category (N AICS #524210). R atiosreferencing

the group’srelative strength orw eaknessin liquidity,ability to service debt,and returnsw ere

evaluated. R atiosw ere categorized in quartilesw ith (L O W ER )referencing the least favorable

and (U P P ER )the m ost favorable. W ith the exception ofone ratio,allofM U S ’sratiosw ere in

the(U P P ER )or(U P P ER M ID)quartiles.
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T he liquidity ratiosm easure the com pany’sability to m eet itscurrent obligations. M U S ’s

currentratiow as9.31 and w asinthe(U P P ER )quartile. T hequickratiow as9.25 andw asalsoin

the (U P P ER )quartile. N etw orkingcapitalincreased by 6.5% to $17.3 m illion in (FY)2013. T he

salesto net w orking capitalratio w as0.25 and w asin the (U P P ER )quartile asw ell. L iquidity

rem ainsgood.

T heDepartm entrequiresam inim um equity reservesratio(netw orthtototalassets)of25% for

allself-insureds. M U S ’sequity reservesratio w as58% asofJune 30,2013,up from 40% in

2012.T hisisw ellabovetheDepartm ent’srequirem ent. T heothercoverageand leverageratios

fellin the (U P P ER )and (U P P ER M ID)quartilesindicating good use ofdebtm anagem entby the

group. T heprim ary debtheld by thegroup is$6.1 m illion in claim sliabilitiesasreported in the

financialstatem ents.

T he prem ium to surplusratio helpsto m easure the adequacy ofthe equity cushion and thusis

an additionalgauge ofthe group’sfinancialstrength.T he ratio iscom puted by dividing net

prem ium sw ritten by thesurplus.Forexam ple,acom pany thathas$2 innetprem ium sw ritten

for every $1 of surplushasa2-to-1 prem ium to surplusratio. A low er ratio isgood and

obtained through alargersurplusrelative to prem ium searned. T he prem ium to surplusratio

forM U S w ascalculatedat0.38to1,w hichisexcellent.

M U S had a$4.0 m illion net gain w ith areturn on net w orth of35.1% for(FY) 2013. T his

substantialgain isprim arily due to adow nw ard revision in claim sliability asdirected from the

actuary. AsM U S m ovesinto theirsecond decade in self-insurance they are able to rely on

actualself-insured claim experience rather than estim ating current and non-current claim s

liabilitieson claim datapriorto self-insurance. T he actualexperience istrending low erthan

early liability estim ates. M U S and the actuary w illcontinue to m onitorthe claim experience

andm akeadjustm entsaccordingly.

T hisdow nw ard revision in liability estim atesproduced anetclaim spaid lineitem of($646,710)

ontheincom estatem ent,asw ellasa54.2% increaseinnetw orthonthebalancesheet. W hile

thishasled to increased gainsand equity reserves,itshould be noted thatM U S incurred $2.1

m illioninclaim paid andclaim sexpenseduring(FY)2013.

Com m entsonInvestm entP ortfolio

T he value ofthe S T IP listed asalong-term investm ent had been an areaofconcern forthe

departm ent but the departm ent hascontinued to keep it in perspective w ith the overall

financialstatem ent. T he value decreased in 2013 by -13.3% ,w hile atthe sam e tim e the value

ofallassetsincreased by 6.7% . T he S T IP hasseen adecrease in value of-77.0% since 2009.
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T hislarge decrease hasresulted in the long-term investm ent not having an im pact on the

equity reserveratioany longer.

S um m ary

M U S isapublicgroup represented by the M ontanaS tate U niversity system ,the U niversity of

M ontanasystem and the O ffice ofCom m issionerofHigherEducation. T ogetherthese entities

share the responsibility and liability ofpaying the claim sforM U S . Incurred liability and total

outstanding liability continue to trend upw ards,w hile the actuarialestim ateshave decreased

dueto changesin the w orkers’ com pensation law s. T he departm entw illw atch these trendsin

future yearsto verify M U S and theiractuary adjust liabilitiesifnecessary. M U S hasastrong

financialstatem ent w ith good liquidity and an excellent equity reservesratio. T he S IR w as

increasedin2013 to$750,000.

M U S hasim plem ented aprem ium holiday for the first six m onthsof FY 2014,w hich,as

expected,should cutprem ium revenue in halfin2014. M U S and theiractuary initiated several

stepsto decrease M U S ’snet position in acontrolled m annerconsistent w ith itsm ission and

goals. P rem ium sfortheyearsfollow ingareprojectedtocontinuetogrow steadily.

R ecom m endation

Irecom m end M U S S elf-Funded W orkers’ Com pensation P rogram be approved to self-insure

theirw orkers’ com pensation obligationsin M ontanaforthe period from April1,2014 through

M arch31,2015.


