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Financial Statements and 

Actuarial Reports

Key Takeaways 

for Governing Bodies 
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MSGIA OVERVIEW

 Founded in 1989

 Workers’ compensation coverage for 400 schools

 Property and liability coverage for 191 schools
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AGENDA

 Definitions and basics

 Intro to key actuarial data points

 Operational insights hiding in plain sight (i.e., in your actuarial 

reports)

 Key financial links between your actuarial reports and your 

financial statements 

 Striving to do more
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What’s the 

purpose of 

actuarial 

reports?
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DEFINITIONS AND BASICS 

 Outstanding Liabilities

 Money needed to close all claims incurred but not yet paid

 Largest liability category on your books

 Used in balance sheet preparation

 Projected Funding

 Ultimate cost of claims that will occur next policy year

 Used in income statement development

 Cash Flows

 Cost of claims to be paid during the next fiscal year
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DEFINITIONS AND BASICS (CONT.)

 Loss

 Payments, settlements and 

judgments

 IBNR

 Incurred but not reported

 Additional losses to come

 ALAE 

 Allocated loss adjustment 

expenses

 Expenses traced to a specific 

claim

 ULAE 

 Unallocated loss adjustment 

expenses

 General claims administration
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DEFINITIONS AND BASICS (STILL MORE)

 Paid Losses 

 Money already paid by pool

 Case Reserves 

 Amount expected but as yet 

unpaid on individual claims 

(set by claims adjuster)

 IBNR Reserves

 Amount made up (i.e., 

calculated) by your actuary

 Incurred Losses

 Total of paid losses and unpaid 

case reserves

 Also called reported losses

 Ultimate Losses

 Total of paid losses, case 

reserves and IBNR reserves
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ACTUARIAL 

BASICS: 

OUTSTANDING 

LIABILITIES (1)
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ACTUARIAL BASICS: OUTSTANDING LIABILITIES (2)

Estimated Ultimate Losses 

Incurred

$18,357,000

Estimated Paid Losses $14,545,000

Estimated Liability for Claims 

Outstanding

$3,812,000

Estimated Liability for Outstanding

Claims Administration Fees

$372,000

Total Outstanding Liability for 

Claims

$4,184,000

Reserve Discount Factor (Based 

on Discount Rate of 1.0%)

0.943

Discounted Outstanding Liability 

for Claims

$3,946,000

Pool Client – Workers' Compensation | Funding Guidelines for Outstanding Liabilities at June 30, 2018

Confidence 

Level of 

Adequacy

Marginally

Acceptable

70% 80%
Recommended

85% 90%
Conservative

95%

Confidence 

Level 

Factor

1.117 1.225 1.297 1.391 1.547

Margin for 

Adverse 

Experience

462,000 888,000 1,172,000 1,543,000 2,158,000

Total 

Required 

Assets

$4,408,000 $4,834,000 $5,118,000 $5,489,000 $6,104,000
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ACTUARIAL 

BASICS: 

PROJECTED 

FUNDING (1)
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ACTUARIAL BASICS: PROJECTED FUNDING (2)

Dollar 

Amount

Estimated Ultimate 

Losses Incurred

$1,117,000 $1.968

Payroll rate

Estimated Claims 

Administration Fees 

Incurred

$197,000 0.347

Total Claims Costs 

Incurred

$1,314,000 $2.315

Payroll rate

Loss Discount Factor 

(Based on Discount 

Rate of 1.0%)

0.954

Discounted Total 

Claims Costs

Incurred

$1,253,000 $2.208

Payroll rate

Pool Client – Workers' Compensation | Funding Options for Program Year 2018-19 (SIR = $250,000) One-Year Funding Plan

Confidence 

Level of 

Adequacy

Marginally

Acceptable

70% 80%
Recommended

85% 90%
Conservative

95%

Confidence 

Level Factor
1.176 1.355 1.474 1.636 1.902

Margin for 

Adverse 

Experience

221,000 445,000 594,000 797,000 1,130,000

Recommended 

Funding

for Claims 

Costs, Other 

Expenses

$1,474,000 $1,698,000 $1,847,000 $2,050,000 $2,383,000

Rate per $100 

of Payroll

$2.597 $2.992 $3.255 $3.612 $4.199
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OPERATIONAL INSIGHTS WITHIN ACTUARIAL REPORTS

 Frequency trends

 Severity trends

 Future events, developments, directions
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OPERATIONAL 

INSIGHTS: 

FREQUENCY
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FREQUENCY: EFFECTIVENESS OF LOSS CONTROL EFFORTS
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SEVERITY: WHAT DRIVES IT?

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

$45,000

$50,000

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7

CLAIMS SEVERITY (DOLLARS PER LOSS CLAIM)



2/17/2020

16

EXPECTED VS. ACTUAL (A WINDOW TO THE FUTURE)

Accident Year Expected Incurred 

Development

Actual Incurred 

Development

Actual Minus 

Expected

2009–10 $186,000 $45,000 ($141,000)

2010–11 $233,000 $208,000 ($25,000)

2011–12 $231,000 $71,000 ($160,000)

2012–13 $242,000 $172,000 ($70,000)

2013–14 $278,000 $0 ($278,000)

2014–15 $416,000 $165,000 ($251,000)

2015–16 $770,000 ($28,000) ($798,000)

2016–17 $638,000 $1,238,000 $600,000

Total $2,994,000 $1,871,000 ($1,123,000)
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Can actuarial 
science decrease 
my chances of 
dying in an 
avalanche?
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APPENDIX G: FUTURE CASH FLOWS
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Can actuarial 
science help me 
increase my 
fish count?
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DETERMINING REINSURANCE PROGRAM EFFECTIVENESS (1)
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DETERMINING REINSURANCE PROGRAM EFFECTIVENESS (2)
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APPENDIX WC-L (REINSURANCE STRUCTURE EFFECTIVENESS)

Fiscal Year Reinsurance Costs Reinsurance Recoveries Difference

2003–04 $290,769 $0 ($290,769)

2004–05 $315,189 $100,593 ($214,596)

2005–06 $289,863 $0 ($289,863)

2006–07 $312,035 $249,938 ($62,097)

2007–08 $293,705 $250,501 ($43,204)

2008–09 $296,631 $388,677 $92,046 

2009–10 $285,104 $0 ($285,104)

2010–11 $292,926 $0 ($292,926)

2011–12 $290,957 $0 ($290,957)

2012–13 $315,072 $0 ($315,072)

2013–14 $392,622 $64,766 ($327,856)

2014–15 $552,445 $354,526 ($197,919)

2015–16 $621,569 $0 ($621,569)

2016–17 $590,225 $49,263 ($540,962)

2017–18 $664,529 $0 ($664,529)

Totals $5,803,641 $1,458,264 -$4,345,377
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IS THERE SUCH 

A THING AS 

“APPLES TO 

APPLES”?
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Assets minus 
liabilities equals 
surplus.

(A recipe for success 
is waiting in your 
supplemental 
financial data!)
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FINANCIAL SOURCES NOT TO BE IGNORED

 Notes to the financial statements

 MDA
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Strive to climb 

higher!


