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NOTICE REGARDING 2019 BRIM ANNUAL
REPORT

Due to limitations on the size of documents that can be filed with the
Legislature electronically, this version of BRIM’s 2019 Annual Report does not
include reports and related materials presented to the Board at its meetings by
its actuary, independent auditors, and financial account/investment updates.
Those reports can be found in the full 2019 Annual Report that is available on
BRIM’s website at www.brim.wv.gov under the “Forms and Info” tab.
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Honorable Jim Justice, Governor
State of West Virginia

Governor Justice:

The Annual Report of the West Virginia Board of Risk and Insurance Management
(BRIM) for the year ended June 30, 2019 is hereby respectfully submitted. This report
was prepared by the staff of BRIM. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation rests with the management of
BRIM. We believe the data, as presented, is accurate and that it is presented in a manner
designed to fairly set forth the results of the operations of BRIM. All information
necessary to enable the reader to gain an understanding of BRIM’s operational activities
has been included.

The Annual Report contains discussions of the financial activities and highlights for the
past several fiscal years, and BRIM’s organization chart. The minutes of the Board of
Directors meetings are attached as a supplement to this report.

BRIM is reported as an enterprise fund operating as a single business segment, included
as a blended component unit of the primary government in the State’s Comprehensive
Annual Financial Report (CAFR). After applying the criteria set forth in generally
accepted accounting principles, BRIM management has determined there are no
organizations that should be considered component units of BRIM.
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BRIM is governed by a five-member board appointed by the governor for terms of four
years. BRIM operates by the authority granted in Chapter 29, Article 12; and Chapter 33,
Acrticle 30; of the West Virginia Code as amended, and the provisions of Executive Order 12-
86. The day-to-day operations of BRIM are managed by the executive director, who is
responsible for the implementation of policies and procedures established by the Board
members.

BRIM is charged with providing insurance coverage to all state agencies. Additionally,
BRIM provides these services to cities, counties, and non-profit organizations throughout the
State under the provisions of Senate Bill #3 (SB#3). BRIM also provides a coal mine
subsidence reinsurance program, which allows homeowners and businesses to obtain
insurance coverage up to $200,000 for collapses and damage caused by underground coal
mines.

BRIM uses various means to cover its insureds. Although BRIM is not indemnified by an
insurance company, it contracts with an insurance company that is compensated for claims
handling with a flat fee. The primary methods used by BRIM to fund claims payments results
in a more stable and predictable funding of claims and claims related expenses, allowing for
better cash management for the organization.

Beginning in fiscal year 1996, liability claims were handled through a “Modified Paid Loss
Retrospective” rating program, which required an up-front deposit to an insurance company.
As losses occur, payments and reserves are established and charged against the deposit.
When the amount of paid losses within a twelve-month period exceeds the amount of the
deposit, a retrospective billing is produced, and BRIM pays that additional amount to the
insurance company.

Beginning in fiscal year 2006, BRIM deposited monies with a financial institution, as trustee,
to hold advance deposits in an escrow account for BRIM liability claims with loss dates after
June 30, 2005. The funds held in escrow, together with their earnings, will be used to fund
the payment of the claims and claims adjustment expenses related to these liability claims.
Periodically, monies are transferred from the escrow account to the insurance company
administering these claims in order to reimburse the insurance company for payments that
they have issued on these claims and claims adjustment expenses on BRIM’s behalf.

Property losses are retained by BRIM up to $1 million. Additionally, excess coverage is
provided beyond the $1 million retention up to a limit of $400 million per occurrence. This
coverage provides reimbursement of loss at the stated or reported value less a $2,500
deductible. Under the mine subsidence program, participating insurers pay BRIM a
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reinsurance premium, which is equal to the gross premiums collected for mine subsidence
coverage, less cancellations, less a 30% ceding commission.

BRIM currently insures approximately 170 state agencies, approximately 970 Senate Bill #3
entities, plus provides mine subsidence reinsurance to approximately 15,000 home and
business owners.

Financial Highlights

The financial statements of BRIM are prepared on the accrual basis of accounting in
conformity with generally accepted accounting principles. In 1993, the Governmental
Accounting Standards Board (GASB) issued Statement No. 20, "Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund
Accounting." BRIM elected to implement the provisions of this Statement beginning in
fiscal year 1994. As permitted by the Statement, BRIM has elected not to adopt Financial
Accounting Standards Board (FASB) statements and interpretations issued after November
30, 1989, unless the GASB specifically adopts such FASB statements or interpretations.

Internal Accounting Structure and Budgetary Control

As mentioned, BRIM reports and meets the requirements of an enterprise fund. BRIM’s
assets and liabilities are accounted for in a single fund.

Internal controls have been put in place to ensure the assets and property of BRIM are
protected from theft, loss or misuse and to provide adequate accounting data for preparing
Generally Accepted Accounting Principles (GAAP) based financial statements.

Internal controls are established to provide reasonable assurance that objectives are met.
Additionally, the concept of reasonable assurance should recognize that the cost to administer
the control should not exceed the benefits derived from the control.

An annual budget is prepared prior to the start of each fiscal year for use as a management
tool and for evaluating performance.
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BRIM On-Line

We invite you to visit BRIM’s website at http://www.brim.wv.gov/Pages/default.aspx.
The website is designed to inform the public about our program and to provide assistance
to our customers. One feature allows claimants to submit a claim electronically for faster
processing and handling. Detailed instructions on how to fill out a renewal questionnaire
are also found on-line. A variety of frequently asked questions on topics ranging from
billing to underwriting can also be found on this site.
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Results of Operations

Below are audited results from operations of four most recent fiscal years ended June 30:

2015 2016 2017 2018
(In thousands)
Operating Revenues:

Premiums $58,204 $65,293 $71,368 $78,951
Less Excess Coverages (6,197) (6,909) (6,681) (6,518)
Net Operating Revenues 52,007 58,384 64,687 72,433
Operating Expenses:

Claims & Claims Adjustment 68,145 63,753 59,149 57,393

General Administrative 3,541 3,905 4,200 4,410
Total Operating Expenses 71,686 67,658 63,349 61,803
Operating Income (L0oss) (19,679) (9,274) 1,338 10,630
Non-Operating Revenues:

Interest Income 4,833 7,413 9,841 6,712

Appropriation Transfer (2,810) ,
Net Income (15,596) (1,861) 8,369 17,342
Retained earnings

at beginning of year 208,911 192,280 190,959 199,328
Cumulative Effect Adoption of
GASB 75 (58)
Retained earnings at beginning
of year — restated 208,911 192,280 190,959 199,270
Retained earnings

at end of year $192,820 $190,959 $199,328 $216,612

BRIM has worked diligently for the past several years to maintain positive retained
earnings and eliminate its unfunded liability. Favorable loss patterns and adequate
funding have enabled BRIM to maintain positive net position from 2005 thru 2018.
BRIM may occasionally experience some adverse loss development. Premiums continue
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to be calculated on a basis consistent with exposure and loss trends. It is also important
to note that BRIM has not received any state appropriations since 2005. BRIM will
continue to closely monitor claims activity with our independent actuary and will bill
premiums accordingly. Efforts are being undertaken to increase the emphasis on loss
control by state agencies and Senate Bill #3 entities, including educational classes and
seminars on sexual harassment, discrimination, liability deductibles, defensive driving
classes, and personally meeting with Cabinet Secretaries to discuss loss histories of the
agencies under their supervision.

The chart below shows the net assets for the past ten years. All years shown have a
positive net position.

Net Assets

250,000

200,000 A

150,000 A

100,000 A

50,000 A

Dollars (in thousands)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Fiscal Years Ended June 30

West Virginia Patient Injury Compensation Fund

House Bill 2122, signed into law on April 8, 2003, created a patient injury compensation
fund study board “to study the feasibility of establishing a patient injury compensation
fund to reimburse claimants in medical malpractice actions for any portion of economic
damages awarded which are uncollectible due to statutory limitations on damage awards
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for trauma care and/or the elimination of joint and several liability of tortfeasor health
care providers and health care facilities.”

On April 2, 2004, House Bill 4740 was signed into law, effective June 11, 2004 creating
the West Virginia Patient Injury Fund. The fund is administered and operated by BRIM.
Legislation passed in March 2016 transferred all remining funds in the Medical Liability
Fund to the West Virginia Patient Injury Fund, effective July 1, 2016, resulting in the
closing of the Medical Liability Fund. This legislation also closed compensation to any
claimants who filed with the Patient Injury Fund on or after July 1, 2016. Additional
funding to pay any compensable claims filed as of June 30, 2016 was established by
creation of assessments imposed on medical liability claims awards and settlements and
fees charged to licensed physicians and hospitals.

Audit

BRIM is required by the Financial Accounting and Reporting Section (FARS) of the
Department of Administration to have an annual independent audit. The firm of Dixon
Hughes Goodman, LLP was selected to perform the audit for the fiscal year ended June 30,
2019. The June 30, 2019 report will be available near the end of October 20109.

Risk Management

BRIM is charged with providing loss control and risk management services to all insured
entities throughout the State. BRIM accomplishes this task through a number of programs.
All property insured by BRIM with a value of $1 million or more is inspected annually.

Additionally, BRIM holds various seminars and training programs for its insureds throughout
the year. Topics include boiler operation, employment practices, and general loss prevention.

Cash Management

BRIM’s cash and cash equivalents are managed by the Board of Treasury Investments
according to the provisions of the Code of West Virginia. BRIM management monitors cash
balances on both a daily and a monthly basis.

Certificate of Achievement for Excellence in Financial Reporting

The West Virginia Board of Risk and Insurance Management’s Comprehensive Annual
Financial Report for the year ended June 30, 2018, from which the information on page(s)
one through eight have been drawn, was awarded the Certificate of Achievement for
Excellence in Financial Reporting by the Government Finance Officers Association of the
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Listing of Coverages in Effect for Fiscal Year 2018

LIABILITY

Automobile Liability
Policy No.: CA 286-73-97 & 286-73-98

Company: National Union Fire Insurance Co.

Cyber Liability
Policy No.: UMR B1262F10687317
Company: Arthur J. Gallagher International

General Liability
Policy No.: GL 693-89-15 & 693-89-16

Company: National Union Fire Insurance Co.

Aircraft Liability
Policy No.: AV003380147-17

Company: National Union Fire Insurance Co.

Excess Liability-Bd. of Education

Policy No.: 48409866

Company: The Insurance Company
of the State of Penn

PROPERTY

Blanket Property
Policy No.: MAF760728-17
Company: Axis Insurance Company

Policy No.: NHD900809
Company: RSUI

Policy No.: 795006143
Company: Atlantic Speciality

Policy No.: MAF733355-16
Company: Axis Insurance Company

Policy No.: MAF760729-17
Company: Axis Insurance Company

Boiler and Machinery
Policy No.: FBP2280385
Company: Hartford Steam Boiler Company

LIMIT OF LIABILITY

$

1,000,000 per occurrence

25,000,000 per occurrence

1,000,000 per occurrence

1,000,000 per occurrence

5,000,000 per occurrence
or claim

LIMIT OF LIABILITY

$

25,000,000 primary layer
1,000,000 deductible

100,000,000 in excess of
25,000,000

75,000,000 in excess of
125,000,000

200,000,000 in excess of
200,000,000

10,000,000 flood with
1,000,000 deductible

5,000,000 per equipment covered
in excess of 1,000,000



West Virginia Board of Risk & Insurance Management

Public Insurance Variable amounts as set by Statute

Official Position Schedule Bond
Bond No.: 106128156
Company: Travelers
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Source: Information compiled from the West Virginia Board of Risk and Insurance Management’s internal data.

Top 10 State Agency Premiums for Fiscal Year 2018

West Virginia University

Division of Highways

State Police

Department of Health & Human Resources

Division of Corrections

Marshall University

Regional Jail and Corrections Facility Authority

West Virginia University Medical Corp.

Supreme Court of Appeals

Division of Environmental Protection
Total Top Ten
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Total State Premium Billing for 2018
% of top 10 in relation to all state agency billings

Top 20 SB 3 Premiums for Fiscal Year 2018

$9,388,239
6,397,385
5,394,594
3,715,674
3,142,203
2,910,059
1,437,211
707,014
690,383
659,394

$34,442,156

Kanawha County Board of Education
Berkeley County Board of Education
City of St. Albans

Raleigh County Board of Education
Cabell County Board of Education
Harrison County Board of Education
Mingo County Commission

Putnam County Board of Education
Wayne County Board of Education
Mercer County Board of Education
Logan County Board of Education
Jefferson County Board of Education
Monongalia County Board of Education
Marion County Board of Education
Mingo County Board of Education
Fayette County Board of Education
Logan County Commission

Ohio County Commission

Wood County Board of Education
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$47,379,668

72.69%

$1,577,182
775,626
693,271
689,338
576,351
548,816
514,965
490,595
472,271
438,696
429,461
421,485
389,397
376,206
360,761
348,408
337,715
332,174
330,733
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Fiscal Year
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Total Top Twenty

Total SB 3 Premium Billing for 2018
% of top 20 in relation to total SB 3 billings

State Agencies
$ 31,596
$ 28,257
$ 25,239
$ 25,290
$ 25,607
$ 27,226
$32,118
$37,688
$41,304
$45,516

Senate Bill 3
$ 28,902
$ 27,889
$ 25,233
$ 23,603
$ 19,345
$ 22,642
$ 23,781
$25,147
$27,305
$29,306

2019Annual Report

311,515

$10,414,966

$30,462,670
34.19%

Mine Subsidence House Bill 601

$ 1,929
$ 1,861
$2,032
$2,090
$2,142
$ 2,220
$2,261
$2,398
$2,759
$4,129

34
63
40
40

44
60

B PP BB P

The chart above shows premiums by line of business for the past ten fiscal years, expressed
in thousands of dollars. This chart illustrates a general downward trend of premiums for
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State Agencies and Senate Bill 3 customers until 2014 when premiums began increasing.

Source: BRIM’s internal financial statements.

Source: Information compiled from the West Virginia Board of Risk and Insurance
Management’s internal data.

12





































































STATE OF WEST VIRGINIA

DEPARTMENT OF ADMINISTRATION

BOARD OF RISK AND INSURANCE MANAGEMENT

Allan L. McVey Mary Jane Pickens
Cabinet Secretary Executive Director
Deputy Cabinet Secretary
MaryJane.Pickens@wv.gov

AGENDA
BOARD MEETING
OF THE
WEST VIRGINIA BOARD OF RISK
AND INSURANCE MANAGEMENT

March 19, 2019

Chairman Martin Call to Order

Chairman Martin Approval of Board Minutes
December 18, 2018

REPORTS
Jo Ellen Cockley, FCAS, MAAA Risk Funding Study
Associate Director & Actuary as of June 30, 2018
Mary Jane Pickens Executive Director’'s Report
Executive Director
Stephen W. Schumacher, CPA Financial Report
Chief Financial Officer PCard Report
Jeremy C. Wolfe Loss Control Report
Risk & Insurance Manager
Robert A. Fisher Privacy Report

Deputy Director & Claim Manager

UNFINISHED BUSINESS

NEW BUSINESS

ADJOURNMENT

Idm

1124 Smith Street, Suite 4300 (304) 766-2646
Charleston, West Virginia 25301 (304) 558-6004 FAX
www.brim.wv.gov (800) 345-4669 TOLL FREE WV
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