June 5, 2003

TO:

Jeff Lapham



Workers’ Compensation Self Insurance



Workers’ Compensation Regulation Bureau



Montana Department of Labor and Industry

FROM:
Rod Sundsted 



Associate Commissioner for Fiscal Affairs



Montana University System

SUBJECT:
Plan 1 Initial Group Membership Application – Required Submissions

Thanks for taking the time to meet with me on June 3rd to review the MUS application materials and for your suggestions regarding our program agreement.  This memorandum, along with attachments, is intended to update each of the required submissions and provide documents and materials as necessary for the MUS Plan 1 membership application.

Application

Attachment A is an updated application as we discussed.  Please note the new employee numbers.  As you suggested, the new employee numbers are now based on 2002 W2s issued along with volunteer counts on each of the campuses.

 Audited Financial Statements for the last two years

We previously submitted audited financial statements for fiscal year 2002 for Montana State University and The University of Montana.  Attachment B is audited financial statements for 2001 for Montana State University.  Attachment C is audited financial statements for 2001 for The University of Montana.  You will see that the format for the two years is significantly different.  The reason for the differences is that 2002 was the first year all Montana State University campuses reported on a consolidated financial statement.  For 2001, each of the MSU campuses reported individually.  In addition, 2002 was the first year that all campuses are reporting under the new requirements of GASB 34/35.  I have also included in Attachment D audited financial statement for the Office of the Commissioner of Higher Education for fiscal years 2000 and 2001.  These are the last two years available as the Legislative Auditor is just now beginning our fiscal year 2002 audit.

FEIN for Group

The Federal Employer Identification Number that will be used for workers’ compensation for all participants in the MUS Self-Funded Workers’ Compensation Program is 52-1528682.  This is also reflected on the updated application.

Signed Copy of the by-laws adopted by the employer group

Attachment E is a copy of the by-laws adopted by the group at their meeting on June 4, 2003.

Copy of agreement signed by each individual employer

The program agreement along with signature pages is included as Attachment F.  We have incorporated your suggestions in the final agreement.

Evidence that each employer in the group has been in business for a period not less than 3 years

Completed

Claims summary from insurance carriers who provided coverage for claims incurred in Montana during the preceding 3 years

Completed

Evidence of specific excess insurance and, if required, aggregate excess insurance

Our broker is currently bringing us quotes for specific excess insurance.  We will provide this evidence and the companies “Best Rating” once a carrier has been selected.  No aggregate excess is required based upon our earlier conversations.

Financial Institution to be utilized for paying workers’ compensation liabilities

????????????? is the financial institution selected by the MUS to be utilized for paying workers’ compensation liabilities.

Explanation of how claim reserves will be established and method of review

A claim reserve for medical, indemnity, and rehabilitation payments will be established for each loss of time claim and any medical only claim open for 30 days or more.  The claims will be reserved for maximum probable loss within the fiscal year in which the claim has been made.  Loss reserves will be reviewed at least quarterly by the adjustor, their supervisors, and the MUS Self-Funded Workers’ Compensation Committee. 

Estimated annual premium to be paid by each member of employer group

Following are the estimated premiums for fiscal year 2004:


Montana State University – All Campuses/Agencies


The University of Montana – All Campuses/Agencies


Office of the Commissioner of Higher Education


TOTAL ESTIMATED FY04 PREMIUM

Projection of Administrative Expenses

Administrative expenses are projected as follows:


Specific Excess Insurance
$150,000


Administrator Expense 
$189,000


Actuarial Expense

$  10,000


Financial Audit

$    7,500

Evidence of a written safety and loss control program

Completed

Resolution by each member authorizing participation in the program

Attachment G includes a resolution for Montana State University, The University of Montana, and the Office of the Commissioner of Higher Education.

Resolution designating authorized signatures for plan participation (Plan 1 Resolution)

This resolution is included as Attachment H.

Certification that self-insurance plan is not funded by a regulated or unregulated insurance company

The MUS Self-Funded Workers’ Compensation Program is not funded by a regulated or unregulated insurance company.

Feasibility study by a certified actuary

We previously submitted the actuary report by Milliman USA to your office for review.  In your response you indicated that the department would not accept the expected scenario ($1.77 million), would accept as a minimum the 75% scenario ($1.92 million, and prefers the 90% scenario ($2.10 million).  In addition you indicated the department strongly recommends a proposal this is between the 75% confidence level and the 90% confidence level identified in the report.  The MSU Self-Funded Workers’ Compensation Committee has followed your recommendation and had adopted rates that will fund the program at the 90% confidence level ($2.10 million) identified in the report for fiscal year 2004.  We are funding at this level with the undiscounted premium (without consideration of investment income).  

General Plan of Operation

Attachment I contains our general plan of operation.

Copies of any contracts including, but not limited to, contracts with an administrative service company, claims adjustor, and fiscal agent

Attachment J includes a copy of our contract with Missoula County for administrative services.  I will send you a copy of our contract for specific excess insurance once we have selected a carrier.

Thanks again Jeff for your willingness to work with us as we transition to self-insurance.  If you need additional information or if I have missed an item please feel free to give me a call.

Enclosures:  Attachments A through J

