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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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DEFINITIONS AND BASICS

= Qutstanding 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 = ALAE
= Payments, settlements and = Allocated loss adjustment
judgments expenses
= Expenses traced to a specific
= IBNR claim
® |ncurred but not reported
= Additional losses to come = ULAE
= Unallocated loss adjustment
expenses

= General claims administration
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DEFINITIONS AND BASICS (STILL MORE)

= Paid Losses = [ncurred Losses
= Money already paid by pool = Total of paid losses and unpaid
case reserves
= Case Reserves = Also called reported losses

= Amount expected but as yet ]
unpaid on individual claims = Ultimate Losses

(set by claims adjuster) = Total of paid losses, case
reserves and IBNR reserves
= |IBNR Reserves
= Amount made up (i.e.,
calculated) by your actuary



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

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

Estimated Ultimate Losses $18,357,000
Incurred

Estimated Paid Losses $14,545,000
Estimated Liability for Claims $3,812,000

Outstanding

Estimated Liability for Outstanding JEXypZl]
Claims Administration Fees

Total Outstanding Liability for
Claims

$4,184,000

Reserve Discount Factor (Based 0.943

on Discount Rate of 1.0%)

Discounted Outstanding Liability
for Claims

$3,946,000

Confidence | Marginally

Acceptable Conservative

Recommended

70% 85% 90% 95%
1.297 1391 1.547

Level of
Adequacy

Confidence 1.117
Level

Factor

Margin for 888,000 1,172,000 1,543,000 2,158,000

Adverse
Experience

462,000

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

Required
Assets



ACTUARIAL
BASICS:
PROJECTED

FUNDING (1)

Al

"

15

2/17/2020

P Ot - Wonrs” Companianon

Funang Options for Progeam Year 2018-201% (SR = S50,000)
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Descanatind Yot Clarrs Conte
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I x D
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WHENXTIF)- 1D
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ACTUARIAL BASICS: PROJECTED FUNDING (2)

Pool Client — Workers' Compensation | Funding Options for Program Year 2018-19 (SIR = $250,000) One-Year Funding Plan
Dollar Confidence Marginally
vy e |70%  |so%  |85% |eow% |95%

Sl Eidgene - $1,117,000  $1.968 Adequacy 0 0 0 0 o
FOSS SR IEIEd Paollrate |l 1176 1.355 1.474  1.636  1.902

Level Factor

Recommended Conservative

Estimated Claims $197,000 0.347
Administration Fees

Margin for 221,000 445,000 594,000 797,000 1,130,000
Incurred Adverse
Total Claims Costs $1,314,000 $2.315 Experience

| d P I

ncurre ayrollrate  FET U 1474000 $1,698,000 $1,847,000 $2,050,000 $2,383,000
. Funding

Loss Discount Factor iKLE: for Claims

(Based on Discount
Rate of 1.0%)

Discounted Total $1,253,000 $2.208 RECHITENIO 0NN $2.597 $2.992 $3.255 $3.612 $4.199

Costs, Other
Expenses

Claims Costs Payrollrate | 1ol

Incurred

11
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OPERATIONAL INSIGHTS WITHIN ACTUARIAL REPORTS
= Frequency trends

= Severity trends

» Future events, developments, directions

12



OPERATIONAL
INSIGHTS:
FREQUENCY
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FREQUENCY: EFFECTIVENESS OF LOSS CONTROL EFFORTS

CLAIMS PER $1 MILLION IN PAYROLL
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SEVERITY: WHAT DRIVES IT?

CLAIMS SEVERITY (DOLLARS PER LOSS CLAIM)
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EXPECTED VS. ACTUAL (A WINDOW TO THE FUTURE)

Accident Year Expected Incurred | Actual Incurred Actual Minus
Development Development Expected

2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
Total

$186,000
$233,000
$231,000
$242,000
$278,000
$416,000
$770,000
$638,000
$2,994,000

$45,000
$208,000
$71,000
$172,000
$0
$165,000
($28,000)
$1,238,000
$1,871,000

($141,000)
($25,000)
($160,000)
($70,000)
($278,000)
($251,000)
($798,000)
$600,000
($1,123,000)
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Can actuarial
science decrease
my chances of
dying in an

avalanche?

2/17/2020
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APPENDIX G: FUTURE CASH FLOWS

Acgdent Year

2014-2015
Utimate Loss
Paxl in Caendar Poriod
Pad to Date

Outstanding Laatiity

2152010
Uttimate Loss
Paxt in Caferclar Peniod
Paid to Date
Dutstanding Lasteity

2016-2017
Utimate Loss
Pad n Catendar Penod
Pad to Date
Outstanding Liatality

As ot

$854 000
29008
524 902

$£.236,000
619,237
616,763
$1,343 000

21892
521,188

112018
1o

RanEeu  aang

$E54.000
47241
76,208
477 561

$1,238,000
15245

659 282
541,518

$1,343 000
102 546
624 401
718538

hemsa
o
£202019 Acciden) Yeor
20172018
$854 000 Utimate Loss
87412 Pasd in Calendar Panod
A83 751 Faut 1o Dage
390 246 Outstanding Liabikty
20182019
$1,236 000 Utimate Loss.
118 968 Pisd in Calendar Penod
B11.450 Paud to Date
424 550 Quistanding Liabity
Totals
$1,343,000 Ultimane: Loss
178,188 Paid in Calendar Penod
802 656 Paid 1o Date
540,341 Outstanding Liabikty
Total Outstanding ULAE
Outstanding Liabikty
pius ULAE

As of
12012017
£556 000

50,251
505,749

$17.801,7%4
4,105,569
3 695,805
351,000

4,046 805

112014
1o
£302018

$1,111,000
128,351
178,602
32,398

$16,356,754
439,265
14,545,264
3811510
nme

4183529

2/17/2020

mems
1o

2302019

$1,111,000
220310
407472
703,028

$1,117,000
174,252
174,257
542,748

3104737
M5710
15,490,994
3 682 800
408 807

4,321 807
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Can actuarial
science help me
Increase my

fish count?

2/17/2020
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DETERMINING REINSURANCE PROGRAM EFFECTIVENESS (1)

noured
Adions  Subliacton Ini d Iy ] n Capiped M
Acogen! Untimited o from Adnsed Incurred Qver Capped & 5100000  Cappod M s
Yoo Incurree Losses Losses Incurred Over SIR $100000 3100000  to SIR Layer SIR Aguregate
(L] (U] «©) 1] E) " (G} M) U} 8] )

10071067 $2.062.210 LY S212422 852750 897 $1130  SAE 710 S230518Y  S412579 S2TATTE0 2747780
10071064 123570 0 Mae N7 0 (S 20 300 803 G368 N
1008- 1666 364 208 0 a9 3418 0 0 363 418 0 363418 ¥iae
10692000 T3 s [} m 472,504 0 0 A7) 804 0 4NWs anss
2000-2001 DA7 056 0 108,795 TI8.250 111564 203 564 404 500 150 000 094,686 014 688
2001-2002 440 944 0 M2 aeme 0 52257 340 462 56357 400819 406819
2002-200) 733264 0 6440 720,000 0 167,977 600,420 157377 70800 720804
2003-2004 188 242 0 13 376,900 0 0 376,900 0 376,600 370 900
20042005 1,281 470 [ 40264 0519 100 592 251,000 600,110 150473 750,591 750,501
20052008 aramm 0 292 4280 0 RARAL] Jaro R RAL 41250 41280
2006-2007 1245072 Q 155061 100e o2 246 934 ane 8y 561,004 248979 810,983 836,98
2007-2008 1668600 0 63120 162555 260 501 705547 040,002 SI5046 1075048 1375048
N08-2000  1,911.004 0 1020 126005 Jsanrr 020,903 03097 240 A6 800 850 LULE
20062010 360 512 0 16,483 N 820 0 0 381,520 0 301524 380
2000:2011 1032 M8 0 29240 1,000.000 0 nm 475 960 12713 1003000 1,000
20112002 420 0 0545 Adom 0 1464 410224 1HAG 424087 Q2408
20122003 A0S AaT 0 3240 402207 0 M Aa00 457,700 M Ava 40207 402207
2002004 1334 0 0 SR AL 04,780 294,760 530 450 150,000 LU 000 5%
20142018 BI0AN 0 477 D27 oM 104 4926 0812 4471150 276207 123417 122417
20052016 1,004 100 0 MO0 1002197 0 12422 120774 332422 1062107 1002 197
20002007 135 45 0 A 1 so 49 263 RN 023,954 LLARES] 008,757 08,757
20172018 220118 0 0 2018 0 0 220118 0 229115 20148

Total  $10,562.907 80 S1081000 S17001.9010 S1A24 000 BATH404 13100500 1000438 $16.270.945 $16.270 044
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DETERMINING REINSURANCE PROGRAM EFFECTIVENESS (2)
Paid

Acations  Subractions Pag Paa Pay Pad Capped at
Accident  Unfimited 0 from Adprsted Paid Cvor Cappedat  $100000 Capped at SIR&
Yot Pau Losses Losses Pant Over SIR  $100000  $100,000 10 SIR Layer SIR AQoregale
(A} (8) <) o) €) " G) ) n ) K)

1987-1897  $29526M $212422 $2740,20% $3138  S415716 $2324463 $212579 $2737.077 $2737071

19971908 315782 18,643 ELRRLH] 0 a3a8 308 803 8348 a17.148 317,140
19981996 35281 a7a 351,842 a 0 351,042 a 351942 351,942
1995-2000 448324 m 428013 a 0 448013 0 48013 445013
2000-2001 718652 108,795 809,857 18,321 188,321 441536 150,000 561538 581536
2001-2002 406 554 34124 r2ee 0 84357 34402 58,357 anae rase
2002-2003 733254 6442 726,808 o 157.217 560,429 157.377 726,806 726 808
2003-2004 7758 11,2 350,424 a 0 350,424 a 360,424 0 a24
20042005 1218612 430,294 78218 100 533 251,066 537,253 150,473 687,726 67726
2005-2006 a7 4262 412833 0 31818 331,01 ELRA L) 412830 412826

2006-2007 1,220 141
2007-2006 1646234
2008-2006  1,262.747
2009-2010 383428
2010-2011 843 345

155551 1073188 246938 482 188 591,004 232248 823261 B23251

63120 1583112 250,501 743192 840,002 492611 1312613 1332510

241508 1029220 250,053 404 248 616,873 154193 77187 771,167

16,583 366,445 o 366 445 0 266 445 LR

28,246 813,099 56,145 757,954 56,145 814 099 814099
]

Q

0
2011-2012 arn s 9,545 361970 o o 361670 a1 970 361970
2012-2013 465 447 3,240 492,207 ¢ 34,459 457,708 34458 462207 492207
2013-2014 617514 0 617,514 0 128,706 450 808 126,708 617514 817,53
20182015 330575 1417 320,098 0 4955 324143 4,955 329098 329,058
2015-2016 851226 31,089 415237 0 57.505 561,643 57,585 619237 619237
2016-2007 522248 4M 521812 0 38247 482 585 35247 51812 58

o

2017-2018 50251 4] 50,251 0 50,251 0 50,251 50,251

8 OQOOOOOOOOOOOOOOOOOOOS

Total  $16,3593508 $1.391.055 $14 978 533 $872543 $30M1600 $11535,843 $2 166,147 $14,105.990 $14,1059%0
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APPENDIX WC-L (REINSURANCE STRUCTURE EFFECTIVENESS)

2003 04 $290,769 ($290,769)
2004-05 $315,189 $1oo,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™?

Accident
Yeu

19671967
1067-1956
19681560
19599.2000
2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2005
2006-2007
20072008
2008.2009
2009-2010
2010-2011
2011-2012
20122013
20132014
20042014
20152018
20062017
2007208

Totats
13141017
1ans-1ei17

Ulmiate
Limitet
Lemsey

(A)

$0
308,803
364 000
474000
485 000
349.000
600 420
377,000
601,000
381 021
591,004
840,002
844 000
384 000
884,000
415,000
405000
561,000
476,000
834,000
664,000
206000

$11,776258
2,867,000
2,306 000

Trend
Factor
(B)

1611
1.366
1154
1.061
0 564
0945
0.072
1974
1478
1565
1448
1310
1.224
1323
1085
1.09@
1.108
10
1 el
1.063
1.029
1000

Trended Trended
Limited Payroll
Losses {800}
() o)
$0 $0
421825 318,166
43 618 3366
40174 0188
448 125 343,197
320805 381,250
563 445 306,787
442598 397,816
88278 424207
556,200 464 464
854 592 451,470
1,900,403 460,696
768256 627,063
431232 546,538
950,140 540,310
455670 541,742
516220 533370
000 651 628 660
608 544 633,260
878202 550,531
1,024 834 567,001
806 000 67,488
$13 542 &30 $8 780 028
3018 581 217040
2411930 1,850 881
(F) Selacted Limted Rate
Prce Selacted Limted Rate

1807

$1.384
1385
140

$1.420
1400

2/17/2020
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Assets minus
Liabilities equals
surplus.

(A recipe for success
1s waiting in your

supplemental
financial data!)

2/17/2020
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FINANCIAL SOURCES NOT TO BE IGNORED
= Notes to the financial statements

= MDA
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Strive to climb
higher!
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