
MUS Self-Funded Workers’ Compensation Program

Business Plan
Background and Introduction

The Montana University System (hereafter referred to as MUS) consists of Montana State University, The University of Montana, and the Office of the Commissioner of Higher Education.  Montana State University has four campuses including Montana State University - Bozeman, and affiliated campuses including Montana State University - Billings, Montana State University - Northern, and Montana State University College of Technology - Great Falls.  Montana State University also includes the Agricultural Experiment Stations, the Montana Extension Service, and the Fire Services Training School.  The University of Montana has four campuses including The University of Montana at Missoula and affiliated campuses including The University of Montana - Western, Montana Tech of The University of Montana, and the Helena College of Technology of The University of Montana.  The University of Montana – Missoula also includes the Forestry and Conservation Experiment Station and Montana Tech of The University of Montana includes the Bureau of Mines.  Administrative direction and oversight is provided by the Office of the Commissioner of Higher Education in Helena, Montana as governed by the Montana Board of Regents.

The Montana University System, as a state agency, was mandated to purchase workers' compensation coverage through the Montana State Fund.  In 1999, the legislature passed a bill that exempted the MUS system from this requirement effective July 1, 2000.  This bill allowed the MUS to provide workers' compensation coverage through either self-insurance, private insurance, or the Montana State Fund.

In the year 2000, the MUS commenced a study of its options and retained a consultant to help with study.  While it purchased private insurance from the Insurance Company of the West in fiscal year 2001, and utilized the State Fund in fiscal years 2002 and 2003, all under very competitive plans, the study conducted by the insurance committee supported self-insurance as its best, long-term option.  The workers’ compensation insurance committee recommended to the Board of Regents that the MUS self-insure workers’ compensation insurance effective July 1, 2003.  The Board of Regents adopted this recommendation.

Organizational Structure 

The MUS has created a program known as the MUS Self-Funded Workers' Compensation Program (Program) and also created a MSU Self-Funded Workers' Compensation Committee (Committee).  The Committee is comprised of 9 voting members, one from each of the campuses of the MUS and one from the Office of the Commissioner of Higher Education.  Each of these voting members serves a three-year, staggered term.  In addition, there are three ex-officio members: an MSU designee, and a University of Montana designee (each responsible for occupational safety and health and loss control) as well as the Director of the Risk Management and Tort Defense Division of the State of Montana.  The Committee will have broad powers with respect to the Program as authorized by the program agreement and by-laws.  The Committee will meet at least quarterly to review the overall performance of the Program and provide direction to the Administrator who will be responsible for the day-to-day operations of the Program.  

An Administrator was selected following the issuance of a formal Request for Proposal  through the State Procurement Bureau.  This included reviews of the respondents proposals and personal interviews by a core group of the Committee with in-person interviews of the four most-qualified responders. Missoula County Workers' Compensation Group Insurance Authority (Missoula County) was chosen by the Committee based primarily on its local presence and specific experience as a Montana self-insurer.  Missoula County has been a self-insurer since 1992, for itself and eight associated agencies.  Missoula County will provide general administration of the   Program and claims adjustment services will be provided by Intermountain Claims, Inc. of Billings, Montana, a subcontractor to Missoula County. Intermountain Claims was chosen based upon its extensive experience in handling claims for self-insured accounts and the qualifications of its personnel.  

Actuarial/Financial

The MUS insurance committee retained the services of the actuarial firm, Milliman USA, to complete a comprehensive actuarial study and develop proforma for this Program.  This actuarial study was subsequently updated in 2002 to garner additional exposure and loss data.  For FY04, the Committee has decided to fund the Program at the 90% confidence level as specified in the actuarial study.

While the self-insurance, regulatory agency for the state of Montana does not require a deposit of self-insuring public entities to self-insure, the Committee has chosen to issue revenue bonds in the amount of $2,000,000 as security to the Program.  This funding is being obtained through the new issuance of revenue bonds maturing in five years.  The purpose of the funding is at least three-fold:  protecting the Program against the unlikely event of a higher than expected payment of claims eroding its financial basis in its initial years; reduction of the need to purchase aggregate coverage in a more difficult, re-insurance/excess loss market; creating a greater level of comfort for the Program both with its members and its reinsurance/excess loss partner.

Premium assessments of its members will be deposited in a specific account entitled " The MUS Workers' Compensation Revenue Pool" in the Montana State Treasury.  The U.S. Bank Corporation, as trustee, will hold the $2,000,000 in surplus created by the issuance of the revenue bonds.  Each month 1/12 of the annual debt service payment on the bonds will be directed from the revenue pool to a specific account for debt service.  A separate account(s) will also be established for payment of claims, and allocated and unallocated adjustment expense, as well as administrative costs.  Only the account established for claims and administrative expense payments will be accessible to the administrator and his subcontractor.

The Administrator will provide unaudited, quarterly and annual financial statements utilizing GAP accounting practices for review by the Committee.  Additionally, the 

Administrator will coordinate the actuarial review and the financial audit.

Underwriting
Annually, the Program will undergo an actuarial review including a certification of loss reserves, as well as an independent financial audit.  Based upon this information, the Committee will determine an annual total funding for the Program.  This will be utilized to develop a rate for each classification code and then, based upon monthly payroll, an assessment will be made to each member for its respective share of the premium in the subsequent fiscal year.  These member assessments will be paid monthly into the afore-mentioned revenue pool.  The administrator will receive and maintain a record of the premiums collected and funds deposited.  Additionally, the administrator will evaluate exposures and make recommendations to the Committee for assessment adjustments for other additional coverages.

Claims

Intermountain Claims, Inc. will provide services including. but not limited to, the following: 


(a)  Auditing reports of employee injuries;


(b)  Filing necessary documents with the Montana Department of Labor and 


      Industry, in compliance with The State of Montana laws and regulations;


(c)  Auditing and paying all eligible bills for medical care;


(d)  Paying indemnity benefits to eligible employees in accordance with the


      Workers' Compensation Act.


(e)  Providing medical case management services;


(f)  Establishing and recording appropriate medical and indemnity reserves;


      Claims will be reserved for maximum probable loss in the financial year


      of the loss occurrence.


(g)  Providing MUS with on-line computer access to the claims records;


(h)  Providing all professional personnel required to operate a quality


      managed care workers' compensation program;


(i)  Legal service associated with claims management and individual claims 


     managers; and


(j)  Pursue any right of recovery from a negligent third party (subrogation) for


     payment made.                                                                    

Claims will be handled by Intermountain from its office in Billings, MT.  More specific details of its services are outlined in the Third-Party Administrator Services Contract.  

.Loss Control

On the University of Montana campus and the campus of its affiliates, safety and loss control will be directed by the Director of Environmental Health (Dan Corti).  On the Montana State University campus and its affiliated campuses, safety and loss control will be directed by the Director of Safety and Risk Management (Jeff Shada).  Both of these gentlemen have extensive experience in the areas of occupational safety and health.  The Administrator will conduct an annual loss control assessment of each campus to assist in providing further direction to both Mr. Corti and Mr. Shada.  In early 2003, the Board of Regents of MUS adopted policy with respect to safety and early return-to-work that will be implemented on all campuses.  

Management Information Systems

Intermountain Claims, Inc. will utilize the ERIC Risk Management System in providing claims data for the Program.  The system was designed specifically for self-insured employers and allows for use to map detailed employer or enterprise level hierarchal structures, which in turn affects reporting capabilities.  The system allows quick and efficient transaction processing for users including reserving, making payments or entering detailed file notes.  The system has all of the necessary fields to extract detailed demographic and financial reports, and to be fully compliant with the IAIABC national EDI standards, which are mandatory in Montana.  This information will be available online to each campus representative.

Conclusion

The MUS through this Program believes it will best provide workers' compensation coverage in the long term to:


1.  guarantee quality service to the employees and employers;


2.  afford the lowest cost and best value for the employer;


3.  establish or expand service in the areas of management information, workplace 


    safety and early return-to-work.


