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Purpose

The purpose of the Surplus Management Policy is to monitor and manage accumulated members’ equity to accomplish the following:

1. Reserve sufficient funds to cover adverse loss development.

2. Meet minimum reserve requirement established by the Board; that is, a 90% confidence level and meet ratio requirements (minimum industry standards and IRIS).

3. Manage funds to meet other needs as designated by the Board.

4. Avoid distributing funds to the members so as to avoid regulatory issues and potential accounting problems (e.g., reduction of prior year’s expense).

Guidelines

· Once financial targets have been met, no additional funding will be incorporated into the annual budgets above a breakeven level.

· Additional surplus may be accumulated at the discretion of the Board to meet other goals, such as the partial or complete funding of administrative fees through the use of investment income.

