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August 29, 2013

Honorable Earl Ray Tomblin, Governor
State of West Virginia

Governor Tomblin:

The Annual Report of the West Virginia Board of Risk and Insurance Management
(BRIM) for the year ended June 30, 2013 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; Chapter 33, Article
30; and Chapter 20, Article 5H 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 $75,000 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
reinsurance premium, which is equal to the gross premiums collected for mine subsidence
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coverage, less cancellations, less a 30% ceding commission.

BRIM currently insures approximately 167 state agencies, approximately 930 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.state.wv.us/BRIM. 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:

2009 2010 2011 2012
(In thousands)

Operating Revenues:

Premiums $62,427 $58,007 $52,538 $51,046
Less Excess Coverages (5,944) (6,257) (6,075) (5,386)
Net Operating Revenues 56,483 51,750 46,463 45,660
Operating Expenses:

Claims & Claims Adjustment 36,604 31,668 33,598 53,396

General Administrative 3,894 3,946 4,026 3,892
Total Operating Expenses 40,498 35,614 37,624 57,288
Operating Income (Loss) 15,985 16,136 8,839 (11,628)
Non-Operating Revenues:

Interest Income, Appropriations 7,343 25,113 18,782 13,315
Net Income 23,328 41,249 27,621 1,687

Retained earnings
at beginning of year 127,630 150,958 192,207 219,828

Retained earnings
at end of year $150,958 $192,207 $219,828 $221,515

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 achieve positive retained earnings from 2005 thru 2012.
For the two years prior to 2005, BRIM had shown a deficit in retained earnings. Several
factors, including unanticipated losses, contributed to BRIM losing money for those
years. BRIM may occasionally experience some adverse loss development. Premiums
continue 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
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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/deficiency for the past ten years. The years shown
in red represent the unfunded liability and years in black represent positive retained
earnings.

Net Assets/Deficiency
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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
for trauma care and/or the elimination of joint and several liability of tortfeasor health
care providers and health care facilities.”
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Through the combined efforts of the BRIM staff, Insurance Commissioner’s Office and
West Virginia Hospital Association, the study was completed and a report was submitted
to the Joint Committee on Government and Finance of the West Virginia Legislature on
December 1, 2003, recommending that the fund be established. On April 2, 2004, House
Bill 4740 was signed into law, effective June 11, 2004.

The fund is administered and operated by BRIM. During fiscal year 2005, BRIM began
receiving the appropriated funds into this account. Eligibility for reimbursement is based
on the claimant’s inability, after exhausting all reasonable means available for recovering
the award, to collect all or part of the economic damages awarded due to the caps.

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 Ernst &
Young, LLP was selected to perform the audit for the fiscal year ended June 30, 2013. The
June 30, 2013 report will be available near the end of October 2013.

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, 2012, 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
United States and Canada (GFOA). The Certificate of Achievement is the highest form of
recognition for excellence in state and local government financial reporting. In order to be
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awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate.

Comprehensive Annual Financial Report

Since June 30, 1995, BRIM has issued a Comprehensive Annual Financial Report (CAFR).
This report contains an introductory section, a financial section and a statistical section. The
financial section will contain audited data for June 30, 2013. The CAFR for fiscal year 2013
will be issued before December 31, 2013. A copy of this report will be sent to the
Governor’s Office upon completion.

Acknowledgments

This report would not be possible without the assistance of the BRIM staff and the support of
the Board members.

Sincerely,

Charles E. Jones, Jr.
Executive Director
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State Listing of Coverages in Effect for Fiscal Year 2013

LIABILITY

Automobile Liability
Policy No. CA 498-27-72
Company: National Union Fire Insurance Co.

General Liability
Policy No. GL 440-64-11
Company: National Union Fire Insurance Co.

Aircraft Liability
Policy No. AV003380147-10
Company: National Union Fire Insurance Co.

Excess Liability-Bd. of Education

Policy No. 48409866

Company: The Insurance Company
Of The State of Penn

Pollution Legal Liability Select Policy

Policy No. 14046842

Company: Chartis Specialty Insurance Company
(Technology Park only)

PROPERTY

Blanket Property

Policy No. MAF760728-12
Company: Axis Insurance Company

Policy No. NHD376859
Company: RSUI

Policy No.: MAF733355-12
Company: Axis Insurance Company

Policy No. MAF760729-12
Company: Axis Insurance Company

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

Public Insurance
Official Position
Schedule Bond

Bond No. 104745382
Company: Travelers

LIMIT OF LIABILITY

$ 1,000,000 per occurrence

3 1,000,000 per occurrence

$ 10,000,000 per occurrence

$ 5,000,000 per occurrence
or claim

$ 1,000,000 each incident
$ 3,000,000 aggregate

LIMIT OF LIABILITY
25,000,000 primary layer
1,000,000 deductible

© B

$ 175,000,000 in excess of
25,000,000

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

Variable amounts as set by Statute

Source: Information compiled from the West Virginia Board of Risk and Insurance Management’s internal data.
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Top 10 State Agency Premiums for Fiscal Year 2012

West Virginia State Police
Division of Highways
West Virginia University
Department of Health & Human Resources
Marshall University
Corrections Division
Regional Jail and Corrections Facility Authority
General Services
West Virginia Parkways Authority
West Virginia State Parks
Total Top Ten

Total State Premium Billing for 2012
% of top 10 in relation to all state agency billings

Top 20 SB 3 Premiums for Fiscal Year 2012

2013 Annual Report

$4,964,942
4,182,944
3,958,493
2,978,812
1,450,649
805,078
455,334
387,002
383,921
363,094

$19,930,269

Kanawha County Board of Education
Raleigh County Board of Education
Berkeley County Board of Education
Harrison County Board of Education
West Virginia University Medical Corporation
Putnam County Board of Education
Mercer County Board of Education
Wayne County Board of Education
Cabell County Board of Education
Logan County Board of Education
Marion County Board of Education
Monongalia County Board of Education
Wood County Board of Education
City of St. Albans
Jefferson County Board of Education
Fayette County Board of Education
Ohio County Board of Education
McDowell County Board of Education
Mason County Board of Education
Mingo County Board of Education
Total Top Twenty

Total SB 3 Premium Billing for 2012
% of top 20 in relation to total SB 3 billings

10

25,992,641
76.68%

$1,538,088
736,094
576,609
482,881
467,794
432,648
426,957
413,669
349,942
349,018
347,129
340,416
329,960
316,114
308,112
295,266
286,951
273,692
271,871
262,018

$8,805,229

$24,670,477
35.69%
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Source: Information compiled from the West Virginia Board of Risk and Insurance
Management’s internal data.
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Charles Waugh, Chartis
Joanne Valleau, Chartis

GUESTS: Mike Gansor, WVU Risk Management
Sandy Price, WVU Health Sciences Center
Travis Bailey, Marshall University



CALL TO ORDER
The meeting of the West Virginia Board of Risk and Insurance Management was
called to order by Vice Chairman Martin at 1:06 p.m. on Tuesday, May 28, 2013, at

90 MacCorkle Avenue, SW, Suite 203, South Charleston, West Virginia.

APPROVAL OF MINUTES
Mr. Cunningham moved the approval of the minutes of the February 26, 2013
Board Meeting. The motion was seconded by Mr. Anderson. There being no

discussion, a vote was taken and the MOTION ADOPTED.

REPORTS

The monthly report of the Executive Director was received and filed, a copy of
which is attached and made a part of the record.

During the presentation, Mr. Jones announced that the annual report schedule
for our investment advisors, auditors and actuaries is being revised. Currently the
reports have been presented at one Board Meeting—usually in November or
December—which, because of time constraints, makes it very difficult to absorb and
comprehend all of them. Therefore, the annual report schedule for the fiscal year
ending June 30, 2013 will be as follows: 1) our investment advisors will make their
presentation during the first quarter (approximately September) of the current fiscal
year; 2) the auditors, during the second quarter (November), and 3) the actuaries,
during the third quarter (January-February).

Vice Chairman Martin thereafter presented a brief background about the next
topic for discussion in Mr. Jones’ report, BRIM’s Financials and Adequacy of Net

Assets. He explained that at the previous meeting, Chairman Lukens had appointed a



committee composed of board members Vice Chairman Martin and Mr. Cunningham,
and BRIM management members Mr. Jones, Mr. Fisher, and Mr. Schumacher, to study
the adequacy of BRIM’s assets and reserves and to thereafter make a report to the full
Board. The committee’s “intent” in developing this report is varied. The report would
explain how BRIM is to handle shortages and/or overages, as well as establish a
“gauge” for identifying “adequate” and “inadequate” ranges, and define specific
alternative actions or steps to be taken when felt necessary.

Vice Chairman Martin explained that as far as where the committee is now, there
has been considerable research, but the adequacy reserves generally cannot be
determined normal by applying any formula

Vice Chairman Martin then explained that the committee has looked at three or
four methods, and the committee will eventually come to a conclusion, pick a gauge,
and then find the range that works best for us. He further stated that although a crisis
can always develop and the Board could always change something, the committee
wants to have established guidelines in place which we can reference in our
deliberations in making decisions.

Vice Chairman Martin thereafter asked Mr. Jones to continue with his report,
after which a letter was then placed on the overhead projector for viewing. Mr. Jones
identified the letter as that sent to the two Board committee members setting forth some
of the findings of the BRIM committee members. Attached to the letter in support of
their ultimate recommendation is a four-page Net Assets Reserve Policy specifically for
BRIM and two addenda items, BRIM Financial Calculations and External Benchmark
Comparison. Mr. Jones stated that some of the problems they had encountered were:

there is no national standard for determining how much assets are enough or how much



is too much, the methodology for determining this, and what other organizations are
doing.

Mr. Jones then explained that the BRIM committee subsequently met to discuss
their concerns and came up with the following methodologies: 1) Premium-to-Net
Asset Reserve Ratio as compared to other similar agencies; 2) Loss Payment Capital
Management Policy; and 3) Baseline Net Assets Reserve Calculation. The
methodology being considered for proposal at this time is Premium-to-Net Asset
Reserve Ratio as compared to other similar agencies. After further discussion, it was
agreed that at some point a formal proposal will be made, but right now it’s just a
concept.

There being no questions of Mr. Jones, Mr. Schumacher was asked to give his
Chief Financial Officer's Report.

Prior to his presentation, Mr. Schumacher announced that Melody Duke, BRIM
Controller, would be leaving at the end of the month, and thereafter paid tribute to her
contributions during the 19 years spent with BRIM. On behalf of the Board, Vice
Chairman Martin also expressed his appreciation for her service and wished her well in
her new position.

The unaudited balance sheet as of March 31, 2013 and the unaudited income
statement for the nine months ending March 31, 2013 were received and filed, as were
the same reports by line of business, copies of which are attached and made a part of
the record.

A CD containing copies of the January, February and March 2013 purchasing

card invoices was distributed to each Board member. The Vice Chairman signed the



acknowledgement form for the October, November, and December 2012 billings. The
acknowledgement form is retained by the Finance Department.
The Loss Control Report of the Deputy Director/Claim Manager was received

and filed, a copy of which is attached and made a part of the record.

UNFINISHED BUSINESS
There was no unfinished business to be discussed.
NEW BUSINESS

There was no new business to be discussed.

ADJOURNMENT

There being nothing further, the meeting adjourned at 1:55 p.m.

Board Vice Chairman Date
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A. Marshall University and West Virginia University Medical Malpractice Program

* As of May 24, 2013, Marshall has deposited $1,760,132 into the
escrow account. The year-to-date cumulative interest totals $124,446.87.
There have been 13 disbursements totaling $2,057,464.35 during fiscal year
2013 thus far.

* As of May 24, 2013, a total of $4,844,415 has been transferred or deposited
into WVU's escrow account. The year-to-date cumulative interest totals
$129,680.02. There have been 14 disbursements totaling $5,583,304.34
during fiscal year 2013 thus far.

B. State Agency/Senate Bill #3 Litigation

Litigation results: In 2012, we tried six cases, with five defense verdicts
and one plaintiff verdict. So far in 2013, we have tried four cases to a verdict, with
two defense verdicts, and two plaintiff verdicts.

C. Cyber Liability. We are still exploring the availability of cyber insurance—first party
and liability coverage. It is expected that we will issue an RFP in the near future.
Assessing the risk exposures on a statewide basis is the critical and most difficult
part. Also, we have informed state agencies what their billing information is to be for
FY 2014, which begins July 1, 2013. If we are able to obtain coverage, for example,
starting January 1, 2014, we won’t be able to invoice agencies until beginning at the
earliest July 1, 2015. Consequently, coverage will have to be paid for with current
operating funds.



D. Scheduling of Annual Reports

Given the fact that in the past, there has been considerable financial information
presented to the Board for comprehension usually at a single Board meeting, we will
revise the schedules for which our actuaries, auditors and investment advisors make
their annual presentation to the Board. We have communicated our wishes to each
and they concur with the revised scheduling. Our investment advisors are to present
during the first quarter (approximately September) of the fiscal year; the auditors will
present during the second quarter (November) of the fiscal year, and the actuaries
are scheduled to present during the third quarter (January — February) of the fiscal
year.

E. BRIM’s Financials and Adequacy of Net Assets

The committee to study BRIM’s financials and the adequacy of BRIM’s net assets
met formally. BRIM management performed various analyses of BRIM's financial
position, which resulted in developing three separate processes for analyzing. The
three methods were:

1. Premium-to-Net Asset Reserve Ratio as Compared to Other Similar Agencies;
2. Loss Payment Capital Management Policy; and
3. Baseline Net Assets Reserve Calculation

As a result of the study, BRIM management recommended option #1, Premium-to-
Net Asset Reserve Ratio as Compared to Other Similar Agencies. The Board
Members serving on the committee are to study the analysis and make a
recommendation to the full Board.

F. Personnel Issues

Three newspaper advertisements were recently placed in the Charleston
Newspapers over the last two weekends:

1. A newspaper advertisement for an Insurance Underwriter was placed in
Charleston Newspapers for publication on May 19" and 26™. BRIM is expected to
fill the position during the month of July 2013.

2. lItis anticipated that the Loss Control Specialist position will be filled during
June or July 2013.

3. A controller position was advertised due to Melody Duke, our current controller,
transferring to the Finance Division of the Department of Administration. Melody
has been with BRIM for 19 years.

G. An RFP for on-line defensive driver training is to be released in the near future.
Tentative implementation for on-line defensive driver training is scheduled to begin
January 1, 2014 for all BOEs. State agencies will participate in the summer 2014.



H. Upcoming renewals:
1. AIG Liability Program
2. Board of Education Excess Liability Program
3. Property Program
4. Aviation

I. COOP; Shooter Training

Respectfully submitted,

Charles E. Jones, Jr.
Executive Director

CEJ:lid
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A. P-Card Report
CD copies contain the supporting detail for P-card purchases for the months of January, February and
March, 2013. These totals are:

January $70,760.87
February $41,031.09
March $37,729.65

B. Financial Report

The financial results presented are for the nine months ended March 31, 2013 and have been
adjusted to reflect the actuarially estimated unpaid losses from AON's risk funding study as of

March 31, 2013.

Lower premium revenue in both years reflects the returns provided to insureds through lower
premiums as a result of reductions realized in prior fiscal years reserve provisions.

Operating results for the nine months of FY’13 reflect the impact of bolstering claims reserves by $8.3
million during the current fiscal year vs. a $7.4 million increase for the same period last year. The
reserve additions increased claims expenses for both years. Additionally, property claims payments
are up in 2013, primarily as a result of the “derecho” wind event that occurred on June 29, 2012.

The effect of reserve increases in combination with the lower premiums billed are the primary reasons
for the net operating losses shown for both years.

The Fed’s expected support of a low interest rate environment through 2014 continues to reduce the
yields on U.S. Treasuries and other government-backed securities. However, the equity markets
continue to support BRIM'’s overall returns for the current fiscal year.

C. FY’'14 Premiums

The rates for both the State and SB3 programs for FY’14 have been completed. Overall, the average
FY’14 premium rates will be up about 6% vs. FY’13. The increase mirrors the overall increase seen
in the actuarial losses projected for the year. It should be noted, however, that both FY’'13 and FY'14
rates include significant reductions in the overall premiums billed. The lower premiums for both years
are the result of savings being returned to the insured entities for favorable prior years’ reserve
development trends.

C. AIG/Chartis Update

The Wall Street Journal reported on May 6, 2013 that “S&P bumped the long-term counterparty credit
rating and financial-strength rating of the AIG PC Group, until recently known as Chartis Group, to A-
plus from A. It cited "the successful restructuring that the AIG has undertaken during the past two
years" and has made "significant investments" in the unit to improve its operations.”



West Virginia Board of Risk and Insurance Management

UNAUDITED BALANCE SHEET

ASSETS
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

TOTAL ASSETS

LIABILITIES
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

TOTAL LIABILITIES

Prior Year Net Assets
Restricted - HB601 and Mine Subsidence
Unrestricted

Total Prior Year Net Assets

Current Year Earnings (Deficiency)
Restricted - HB601 and Mine Subsidence
Unrestricted

Total Current Year Earnings (Deficiency)

Total Net Assets
Restricted - HB601 and Mine Subsidence
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND RETAINED EARNINGS

March 31
2013

2012

(in thousands)

$ 19,749 $ 22,156
208,806 204,192
1,465 1,111
1,463 1,385
231,483 228,844
141,545 138,794
141,545 138,794
373,028 367,638
1,754 1,983
200 392
374 182
770 880
5,737 6,649
50,751 49,438
59,586 59,524
67 75
94,502 84,157
94,569 84,232
154,155 143,756
45,599 43,061
175,916 176,767
221,515 219,828
4,126 2,543
(6,768) 1,511
(2,642) 4,054
49,725 45,604
169,148 178,278
218,873 223,882
$ 373,028 $ 367,638

DRAFT - Unaudited - Management Purposes Only

8/30/2013

BRIM - Page 1



West Virginia Board of Risk and Insurance Management
UNAUDITED INCOME STATEMENT
For the nine months ending

Operating Revenues
Premium Revenues
Less - Excess Insurance

Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
General & Administrative Expense
Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues
Investment Income

Total Nonoperating Revenues

Net Income (Loss)

March 31
2013 2012

(in thousands)

36,473 $ 38,624
(4,369) (4,088)
32,104 34,536
39,428 35,283
4,960 3,443
972 1,043
1,709 1,852
47,069 41,621
(14,965) (7,085)
12,323 11,139
12,323 11,139
(2,642) $ 4,054

DRAFT - Unaudited - Management Purposes Only

8/30/2013

BRIM - Page 2



West Virginia Board of Risk and Insurance Management
UNAUDITED BALANCE SHEET
March 31, 2013
(in thousands)

Total Total Mine BRIM
State SB3 Subsidence HB 601 Total
(Restricted) (Restricted)
Assets
Short Term Assets
Cash and Equivalents $ 7549 $ 5,048 $ 1,742 $ 5410 $ 19,749
Advance Deposit with Carrier/Trustee 105,220 103,586 - - $ 208,806
Receivables - Net 761 332 372 - $ 1,465
Prepaid Insurance 756 707 - - $ 1,463
Total Short Term Assets 114,286 109,673 2,114 5,410 231,483
Long Term Assets
Investments 68,851 28,788 43,906 - 141,545
Total Long Term Assets 68,851 28,788 43,906 - 141,545
Total Assets $ 183,137 $ 138,461 $ 46,020 $ 5410 $ 373,028
Liabilities
Short Term Liabilities
Accounts payable 784 933 37 - 1,754
Claims Payable 115 85 - - 200
OPEB Liability 180 180 14 - 374
Agents Commissions Payable - 770 - - 770
Unearned Revenue - 5,032 705 - 5,737
Current Estimated Claim Reserve 28,270 21,658 823 - 50,751
Total Short Term Liabilities 29,349 28,658 1,579 - 59,586
Long Term Liabilities
Compensated Absences 32 32 3 - 67
Estimated Noncurrent Claim Reserve 60,504 33,875 123 - 94,502
Total Long Term Liabilities 60,536 33,907 126 - 94,569
Total Liabilities 89,885 62,565 1,705 - 154,155
Prior Year Net Assets 95,020 80,896 40,214 5,385 221,515
Current Year Earnings (Deficiency) (1,768) (5,000) 4,101 25 (2,642)
Total Net Assets 93,252 75,896 44,315 5,410 218,873

Total Liabilities and Retained Earnings $ 183,137 $ 138,461 $ 46,020 $ 5410 $ 373,028




West Virginia Board of Risk and Insurance Management
Unaudited Income Statement
for the nine months ending March 31, 2013
(in thousands)

Total Total Mine BRIM
State SB3 Subsidence HB 601 Total
(Restricted) (Restricted)
Operating Revenues
Premium Revenues $ 19,305 $ 15,330 $ 1,808 $ 30 $ 36,473
Less: Excess Insurance $ (1,969) $ (2,400) $ - $ - $ (4,369)
Total Operating Revenues $ 17,336 $ 12,930 $ 1,808 $ 30 $ 32,104
Operating Expenses
Claims Expense 22,139 17,080 209 - 39,428
Property & MS Claims Expense 2,400 2,208 343 9 4,960
Personal Services 516 402 54 - 972
General and Administrative Expense 456 1,227 24 2 1,709
Total Operating Expenses 25,511 20,917 630 11 47,069
Operating Income (Loss) (8,175) (7,987) 1,178 19 (14,965)
Nonoperating Revenues
Investment Income 6,407 2,987 2,923 6 12,323
Total Nonoperating Revenue 6,407 2,987 2,923 6 12,323
Net Income (Loss) $ (1,768) $ (5,000) $ 4,101 $ 25 $ (2,642)

0.6692 1.8925 -1.5522 -0.0095
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CALL TO ORDER
The meeting of the West Virginia Board of Risk and Insurance Management was
called to order by Chairman Lukens at 1:09 p.m. on Tuesday, February 26, 2013, at

90 MacCorkle Avenue, SW, Suite 203, South Charleston, West Virginia.

APPROVAL OF MINUTES
Mr. Cunningham moved the approval of the minutes of the December 4, 2012
Board Meeting. The motion was seconded by Vice Chairman Martin. There being no

discussion, a vote was taken and the MOTION ADOPTED.

REPORTS

The monthly report of the Executive Director was received and filed, a copy of
which is attached and made a part of the record. During Mr. Jones’ presentation,
he noted that the only issue of legislation he has seen to date is the bill on mine
subsidence, which calls for an increase in coverage from $75,000 per structure to
$125,000.

Mr. Fisher thereafter commented that there were two other issues facing
legislative action: one deals with medical coverage being extended to physicians who
volunteer at sports games, for example, as a team physician and they’re not receiving
any compensation.

Continuing, Mr. Jones also mentioned that there was a study being conducted
regarding injury to the head —the fact that there were a lot of concussions happening to
kids who participate in high school sports. The legislature was concerned with
physicians coming out of the stands or being on the sidelines administering aid to

someone who may or may not have a concussion, as it relates to an athletic event.



In addition, Mr. Jones also noted that Cabinet Secretary Taylor recently made
budget presentations to the Senate Finance and House Finance Committees in which
he explained the history of the Patient Injury Compensation Fund, how it is managed,
and the possible repercussions since several claims have been made, which would
seriously jeopardize the fiscal stability of the fund. In short, Mr. Jones would recommend
that additional monies be deposited into the fund. Currently, there are five open PICF
claims with a balance of $3.7 million in the PICF.

Mr. Jones briefly mentioned the wvOASIS, which will enable several systems to
be integrated into one, and stated that testing will begin in May 2013 with Budget
Development.

The new underwriter, Robert Berry, was introduced to the Board by Jerry
Gladwell, noting that Mr. Berry was with Nationwide for 18 years.

Continuing with his report, Mr. Jones gave an update regarding the BRIM Privacy
Project, noting how critical it is to monitor and protect Personally Identifiable Information
(PIl) and Protected Health Information (PHI).

After Mr. Jones explained the policies up for renewal, he called upon Chuck
Mozingo and John Fernatt, BRIM’s DOA COOP representatives, to give an update on
the Continuity of Operations (COOP) project to the Board. During his presentation
regarding last year’s storm, Mr. Mozingo stated that out of the 93 customer-presented
claims, 54 had been settled and that 39 were still open. He stated that by the end of
this year, BRIM should be down to just a handful of claims remaining.

With regard to the Active Shooter Program, Mr. Mozingo noted that it takes a
combined effort on the part of state agency personnel and local law enforcement

agencies to effectively combat this situation.



4

There being no questions, Mr. Jones asked Mr. Schumacher to present the Chief
Financial Officer's Report. The unaudited balance sheet as of December 31, 2012 and
the unaudited income statement for the six months ending December 31, 2012 were
received and filed, as were the same reports by line of business, copies of which are
attached and made a part of the record.

A CD containing copies of the October, November, and December 2012
purchasing card invoices was distributed to each Board member. The Chairman signed
the acknowledgement form for the July, August, and September 2012 billings. The
acknowledgement form is retained by the Finance Department.

The Loss Control Report of the Deputy Director/Claim Manager was received

and filed, a copy of which is attached and made a part of the record.

UNFINISHED BUSINESS

During a brief discussion, Mr. Cunningham moved that the Board accept the
corrected audit report into the minutes as a matter of public record. (It was found
necessary to do this because of an error made by Ernst & Young in the original audit
report submitted at the December 4, 2012 BRIM Board Meeting.) Vice Chairman Martin
seconded the motion. There being no discussion, a vote was taken and the MOTION

ADOPTED.

NEW BUSINESS

Mr. Cunningham strongly noted his concern with the time—that is, lack of time,
for the Board to receive and study the audit, actuarial, and two investment reports prior
to the meeting in which the reports are formally presented for acceptance. He feels
these reports should be given to the Board members at least a week in advance of the

meeting so they can read and study them and ask any appropriate questions. In



addition, he suggested the possibility of having separate meetings in which to present
the reports.

Chairman Lukens noted his agreement with Mr. Cunningham and thereafter
appointed Vice Chairman Martin and Mr. Cunningham to study the information and to
report back to the Board at the next meeting, giving their recommendations as to some
of the steps BRIM might take in light of the information presented. Vice Chairman

Martin and Mr. Cunningham indicated their acceptance of the task.

ADJOURNMENT

There being nothing further, the meeting adjourned at 2:02 p.m.

Board Vice Chairman Date
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Executive Director’'s Report
February 26, 2013

A. Marshall University and West Virginia University Medical Malpractice Program

* As of February 22, 2013, Marshall has deposited $7,814,808.33 into the
escrow account. The year-to-date cumulative interest totals $124,061.64.
There have been eight disbursements totaling $1,653,353.14 during fiscal year
2013 thus far.

» As of February 22, 2013, a total of $19,696,190.32 has been transferred or
deposited into WVU's escrow account. The year-to-date cumulative interest
totals $128,823.75. There have been nine disbursements totaling
$3,974,113.12 during fiscal year 2013 thus far.

B. State Agency/Senate Bill #3 Litigation

Litigation results: In 2012, we tried six cases, with five defense verdicts and one
plaintiff verdict. So far in 2013, we have tried two cases, with one to a defense
verdict, and the second to a plaintiff verdict.

C. Legislative Issues
1. Mine subsidence proposed legislation

2. Department of Administration (DOA) Senate Budget presentation.

Department of Administration Cabinet Secretary Ross Taylor presented to the
Senate Finance Committee the upcoming budget for the Department of
Administration, which includes BRIM and 16 other agencies. Contained

in the DOA budget proposal was the expiration from BRIM of $8,000,000



from the Premium Tax Savings Fund. We do not expect the expiration of these
funds to have a fiscal impact on BRIM. There were no inquiries of BRIM from the
Senate Finance Committee.

. Department of Administration House Budget presentation.

Cabinet Secretary Taylor presented a similar budget presentation to the House
Finance Committee. There was a timely inquiry about the financial stability of the
Patient Injury Compensation Fund (PICF). | responded giving a brief history of
how the PICF was formed. Since the formation of the PICF in 2004, up until
about six months ago, we have had only four claims filed. The initial capitalization
was $4,914,412.01 and interest earned through August 2012 was $530,935.09.

Three of the four claims filed resulted in expenditures from the fund of
$1,633,176.36. One claim was denied. The remaining balance of $3,773,565.73
is available for future claims.

Over the last six months, we have received five new claims, which remain open
and seriously jeopardize the fiscal stability of the PICF. This was communicated
to the House Finance Committee.

D. wvOASIS Enterprise Readiness Program

This project is comprised of five phases:

1.

2.

3.

4.

5.

Budget Development

Department of Transportation — Safety, Right of Way, Utility, Transportation Asset
Inventory

Core Finance and Procurement
Human Resources and Payroll

Remaining Transportation, Facilities and Real Estate

According to the timelines, Phase 1, Budget Development, will begin testing in May
2013.

This new system will enable several systems to be integrated into one. The budget
process also becomes electronic.

E. Personnel Issues

1.

Effective February 1%, Robert J. Berry was hired for the underwriting position
previously held by Blaine Nelson. Mr. Berry came to us from The Cincinnati
Insurance Companies, where he spent about 18 months. Prior to that, he held
various positions at Nationwide Insurance over an 18-year span.



2. The interview process for two Loss Control Specialists is almost complete, and
we hope to have these positions filled very soon.

F. BRIM Privacy Project

Over the last three years, BRIM has partnered with the WV Privacy Office in
providing an incentive to state agencies to improve security of Personally Identifiable
Information (PII) and Protected Health Information (PHI) to lessen the likelihood that
a breach will occur and put PII and PHI at risk of being compromised. The WV
Privacy Office helped develop criteria that state agencies who collect PIl and PHI
certify they have taken steps to encrypt collected information and limit access to said
information, thereby reducing our exposure to a loss. Those agencies who
participated in the certification process received a credit towards their FY 2014
premium with a maximum of $10,000. There were 80 agencies that participated and
87 that did not.

G. Upcoming renewals:

1. AIG Liability Program

2. Board of Education Excess Liability Program

3. Property Program

4. Aviation
H. COOP; June 29, 2012 Storm Update; PODS; Active Workplace Violence Awareness
I. Congratulations to Robert Fisher

Robert is now the proud grandfather of Bryson Levi, born January 2" at 1:06 p.m., to
Brittany Fisher. Bryson weighed 8 pounds, 3 ounces, and was 20 inches long.

Respectfully submitted,

Charles E. Jones, Jr.
Executive Director

CEJ:lid
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Chief Financial Officer’s Report
February 26, 2013

A. P Card Report
CD copies contain the supporting detail for “P” card purchases for the months of October, November and
December, 2012. These totals are:

October $35,642.50
November $23,228.01
December $52,934.51

B. Financial Report

The financial results presented are for the six months ended December 31, 2012 and have been
adjusted to reflect the actuarially estimated unpaid losses from AON's risk funding study as of
December 31, 2012.

Lower premium revenue in both years reflects the returns provided to insureds through lower
premiums as a result of reductions realized in prior fiscal years reserve provisions.

Operating results for the six months of FY’13 reflect the impact of bolstering claims reserves by $6.1
million during the current fiscal year vs. a $4.9 million increase for the same period last year. The
reserve additions increase claims expenses.

The effect of reserve increases in combination with the lower premiums is the primary reasons for the
net operating losses shown for both years.

The Fed'’s decision to extend support of a low interest rate environment through 2014 continues to
reduce the yields on U.S. Treasuries and other government backed securities. However, equity
markets continue to bolster BRIM’s overall returns for the current fiscal year.

C. AIG/Chartis Update

On February 21, 2013, American International Group Inc. (AIG) reported a $4.0 billion net loss for the
fourth-quarter of 2012, including a $4.4 billion net loss on sale from discontinued operations
(International Lease Finance Corporation). This compares with net income of $21.5 billion in the prior
year quarter. The fourth-quarter financial report marks the first time since 2008 that AlG operated
without a substantial investment from the U.S. Treasury Department.

AIG Property Casualty (formerly Chartis) reported an operating loss of $945 million in the fourth
quarter of 2012, which included $2.0 billion of catastrophe losses from Storm Sandy, compared to
operating income of $367 million in the fourth quarter of 2011. Full year net operating income was
$1,820 million in 2012 vs. $1,218 million in 2011.



West Virginia Board of Risk and Insurance Management

UNAUDITED BALANCE SHEET

ASSETS
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

TOTAL ASSETS

LIABILITIES
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

TOTAL LIABILITIES
Prior Year Net Assets

Current Year Earnings (Deficiency)
TOTAL NET ASSETS

TOTAL LIABILITIES AND RETAINED EARNINGS

December 31
2012

2011

(in thousands)

$ 21,152 $ 21,626
206,215 200,843
1,472 1,181
2,919 2,748
231,758 226,398
138,140 133,193
138,140 133,193
369,898 359,591
1,485 1,538
39 115

374 182
513 587
5,912 6,781
48,718 46,820
57,041 56,023
67 75
94,371 84,350
94,438 84,425
151,479 140,448
221,515 219,828
(3,096) (685)
218,419 219,143
$ 369,898 $ 359,591

DRAFT - Unaudited - Management Purposes Only

8/30/2013

BRIM - Page 1



West Virginia Board of Risk and Insurance Management
UNAUDITED INCOME STATEMENT
For the six months ending

Operating Revenues
Premium Revenues
Less - Excess Insurance

Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
General & Administrative Expense
Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues
Investment Income

Total Nonoperating Revenues

Net Income (Loss)

December 31
2012 2011

(in thousands)

24,409 $ 25,915
(2,912) (2,725)
21,497 23,190
28,689 25,859
2,335 2,282
656 714
1,217 1,271
32,897 30,126
(11,400) (6,936)
8,304 6,251
8,304 6,251
(3,096) $ (685)

DRAFT - Unaudited - Management Purposes Only

8/30/2013

BRIM - Page 2



Assets
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

Total Assets

Liabilities
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

Total Liabilities
Prior Year Net Assets

Current Year Earnings (Deficiency)
Total Net Assets

Total Liabilities and Retained Earnings

West Virginia Board of Risk and Insurance Management
UNAUDITED BALANCE SHEET
December 31, 2012

(in thousands)

Total Total Mine BRIM

State SB3 Subsidence HB 601 Total
5476 $ 3,864 $ 6,412 $ 5400 $ 21,152
100,403 105,812 - - $ 206,215
934 166 372 - $ 1,472
1,506 1,413 - - $ 2,919
108,319 111,255 6,784 5,400 231,758
72,224 28,039 37,877 - 138,140
72,224 28,039 37,877 - 138,140
180,543 $ 139,294 $ 44661 $ 5400 $ 369,898
563 827 95 - 1,485
16 23 - - 39
180 180 14 - 374
- 513 - - 513
- 5,207 705 - 5,912
26,181 21,725 812 - 48,718
26,940 28,475 1,626 - 57,041
32 32 3 - 67
60,270 33,979 122 - 94,371
60,302 34,011 125 - 94,438
87,242 62,486 1,751 - 151,479
95,020 80,896 40,214 5,385 221,515
(1,719) (4,088) 2,696 15 (3,096)
93,301 76,808 42,910 5,400 218,419
180,543 $ 139,294 $ 44661 $ 5400 $ 369,898




Operating Revenues
Premium Revenues
Less: Excess Insurance
Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
General and Administrative Expense
Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues
Investment Income

Total Nonoperating Revenue

Net Income (Loss)

West Virginia Board of Risk and Insurance Management
Unaudited Income Statement
for the six months ending December 31, 2012
(in thousands)

Total Total Mine BRIM
State SB3 Subsidence HB 601 Total
12957 $ 10,109 $ 1,323 % 20 $ 24,409
(1,219) $ (1,693) $ - $ - $ (2,912)
11,738 % 8,416 $ 1,323 % 20 $ 21,497
15,928 12,564 197 - 28,689
1,184 874 268 9 2,335
349 269 38 - 656
346 855 16 - 1,217
17,807 14,562 519 9 32,897
(6,069) (6,146) 804 11 (11,400)
4,350 2,058 1,892 4 8,304
4,350 2,058 1,892 4 8,304

(1,719) $ (4,088) $ 2,696 $ 15 $ (3,096)
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CALL TO ORDER
The meeting of the West Virginia Board of Risk and Insurance Management was
called to order by Chairman Lukens at 1:05 p.m. on Tuesday, December 4, 2012, at

90 MacCorkle Avenue, SW, Suite 203, South Charleston, West Virginia.

INTRODUCTION OF NEW BOARD MEMB ER

Chairman Lukens began the meeting by introducing Rob Anderson, Executive
Vice Chancellor for Administration of the West Virginia Higher Education Policy
Commission, and by noting some of the highlights of his career contained in his

biography.

APPROVAL OF MINUTES
Mr. Cunningham moved the approval of the minutes of the August 28, 2012
Board Meeting. The motion was seconded by Vice Chairman Martin. There being no

discussion, a vote was taken and the MOTION ADOPTED.

REPORTS

The report of the Executive Director was received and filed, a copy of
which is attached and made a part of the record.

Recognizing the lengthy agenda, Mr. Jones summarized the topics in his report.
He briefly discussed the request for information regarding the Risk Management
Information Systems (RMIS), which is a unified data system that will meet all RMIS
insurance-related needs. He stated there have been approximately fourteen interviews
held with prospective vendors, and the final vendor selection is still pending.

Mr. Jones further stated that the contract for the Medical Malpractice Risk

Management Loss Prevention Consulting Services was awarded to the West Virginia



Mutual Insurance Company, which had the highest technical score and was the lowest
bidder. It goes into effect on January 1, 2013.

Vice Chairman Matrtin interjected for the record that he is a member of the Board
of the West Virginia Mutual Insurance Company but does not feel there is a conflict of
interest.

Mr. Jones noted that the cost of damages from the June 29" storm, including
damages to both State Agency and Senate Bill #3 properties, was approximately $3.7
million. He then revealed a potential problem—although BRIM offers contract coverage,
several of the agencies, cities and towns, filed for assistance with FEMA as well. Our
position is that we should not pay for a claim that is going to be paid also by FEMA, and
afterwards possibly risk some kind of subrogation coming back against the agency, so
we really tried our best to work with FEMA and the agencies so that there would not be
a duplication of payments. Currently, BRIM has a shortage of personnel in the areas of
Loss Control and Underwriting. We are hopeful that the vacancies in the Loss Control
Department will be filled within the next 60 days, and that those in the Underwriting
Department will be filled within the next month.

Mr. Jones further stated that at the request of the House Education
Subcommittee, he appeared to discuss liability coverage for volunteer physicians and
athletic trainers at athletic events, and advised that these physicians and trainers are, in
fact, covered while acting within the scope of their duties.

In closing, Mr. Jones noted that BRIM had received a Certificate of Achievement
for Excellence in Financial Reporting for the fiscal year ended June 30, 2011. This is
the 17" year BRIM has received this award from the Government Finance Officers

Association (GFOA).



There being no questions for Mr. Jones, Chairman Lukens recognized Susan
Wheeler of Ernst & Young (E & Y), financial auditors for the West Virginia Board of Risk
and Insurance Management, who presented the annual audit results as of June 30,
2012. (The report entitled “West Virginia Board of Risk and Insurance Management,
2012 audit results and communications” had been previously distributed to the Board
members.)

Referring to the audit results document, Ms. Wheeler summarized the contents of
pages 5 through 10, which explain what E & Y has agreed to do, the areas of audit
emphasis, and the “required communication” topics, which are communicated to the
Board of Directors. E & Y issued an unqualified opinion (highest rating possible) on
BRIM’s basic financial statements as of and for the year ended June 30, 2012. Its
report on internal control over financial reporting disclosed no instances of
noncompliance. E & Y was not aware of any significant accounting policies used by
BRIM that were considered to be controversial. Significant estimates by management
relating to the estimation of the claims reserve were evaluated and considered
reasonable.

Mrs. Wheeler noted that they are not aware of any matters that required
communication, and there were no material weaknesses identified as a result of their
audits with BRIM.

In addition, Ms. Wheeler further stated that in the coming weeks, BRIM’s
Comprehensive Annual Financial Report for 2012 will be completed, at which time
E & Y will also be reviewing the report and providing BRIM with comments for use in

applying for the GFOA certificate.



Ms. Wheeler particularly noted that there were no unrecorded audit differences
for the 2012 audit, and there were no material corrected misstatements brought to the
attention of management.

After summarizing the required communications, Industry analysis, and Industry
trends, Ms. Wheeler stated that E & Y had no disagreements with management, and a
copy of the letter of representation which BRIM management signed is contained in
Appendix A.

There being no questions for Ms. Wheeler, Chairman Lukens then called upon
Mrs. JoEllen Cockley of AON, BRIM’s actuary, to give her presentation. (For the
convenience of the Board, a copy of the Risk Funding Study as of June 30, 2012 was
previously distributed for their reference.) Mrs.Cockley noted that if any of the Board
members has questions about the numbers they wish to discuss, they should feel free
to inquire.

During her presentation, Mrs. Cockley referred to the Risk Funding Study and the
trends by line in the marketplace, the worldwide natural disasters, 1980 — 2012 in the
marketplace; the property rate trends, and the MedMal combined ratio vs. All Lines
Combined Ratio in the Marketplace 1991 — 2012.

With regard to loss activity, Mrs. Cockley noted that the total program fiscal
calendar year incurred losses totaling $49 million, $14 million higher than FY 10-11; the
total paid loss activity, $38 million, approximately $1 million less than the previous fiscal
year paid loss activity.

Mrs. Cockley thereafter reviewed the activity for the State Spending Units (SSUs)
and Senate Bill # 3 entities (SB 3) in the General Liability, Property, Medical

Malpractice, and Automobile lines of business. Overall, unpaid loss estimates



increased seven percent between June 30, 2011 and June 30, 2012, and four percent
between June 30, 2012 and September 30, 2012.

In closing, Mrs. Cockley stated that performance during FY ‘12 was slightly worse
than expected, and that the primary focus for FY ‘13 is to monitor loss emergence to
see if paid loss emergence deteriorates as open claims are resolved.

There being no questions for Mrs. Cockley, Chairman Lukens then called upon
Scott Mountain of Standish Mellon Asset Management, a wholly-owned subsidiary of
the Bank of New York Mellon, to present BRIM’s portfolio performance for funds held in
trust with the Bank of New York Mellon and to give the economic outlook. (For the
convenience of the Board, printed copies of the presentation for “The State of West
Virginia BRIM dated December 4, 2012” were previously distributed to the Board.)

During Mr. Mountain’s presentation, he noted that Standish feels there should be
a certain amount of caution in the market, but they do feel there is too much negativity
pressed into the fixed income market. Their forecast for GDP is at 1.4% for 2013
versus a market consensus of 2.1%. He explained that one of the factors pushing down
this number is the U.S. businesses. With the inability of Congress to pass a budget
measure, there’s a lack of business investment. Investors are uncertain as to how they
are supposed to prepare for this. The uncertainty makes them reluctant to invest and
spend a lot of money.

Mr. Mountain thereafter explained that Standish believes that the fiscal cliff will
reduce growth in 2013 because of the following: 1) expiration of payroll tax reduction;
2) taxes in the Affordable Care Act, and 3) other changes in revenue and spending.

Upon the conclusion of Mr. Mountain’s presentation, Vice Chairman Martin
announced that Chairman Lukens had to leave and that he would be continuing with the

proceedings. (Chairman Lukens exited the meeting at 2:12 p.m.)



There being no questions for Mr. Mountain, Vice Chairman Martin recognized
Tom Sauvageot of the Investment Management Board, who briefly explained the Asset
Allocation, Asset Class Performance, and Performance sections in the investments
handout previously distributed to the Board.

During this discussion, Mr. Sauvageot reminded the Board that BRIM’s monies
held by the Investment Management Board are invested as a custom allocation
specifically designed for BRIM, and that the long-term portfolio does show some equity
exposure,

There being no questions, Mr. Schumacher thereafter presented the Chief
Financial Officer's Report. The unaudited balance sheet as of September 30, 2012 and
the unaudited income statement for the three months ending September 30, 2012 were
received and filed, as were the same reports by line of business, copies of which are
attached and made a part of the record.

A CD containing copies of the July, August and September 2012 purchasing card
invoices was distributed to each Board member. The Chairman signed the
acknowledgement form for the April, May and June billings. The acknowledgement
form is retained by the Finance Department.

During further discussion, Mr. Schumacher noted that with reserves going up and
the investment returns being held down, BRIM will more than likely have an overall
net loss for the fiscal year.

Thereafter, Mr. Wolfe, Loss Control Manager, began the Loss Control Report by
announcing the promotion of Carl Baldwin to the position of Deputy Loss Control
Manager. He noted that BRIM is also advertising in the hopes of filling the two vacant

loss control technical positions in the near future.
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Mr. Wolfe thereafter informed the Board that the contract for medical malpractice
risk management loss prevention consulting services had been awarded to the West
Virginia Mutual Insurance Company. He concluded the report by presenting the
statistics for the various types of visits conducted.

The Loss Control Report was received and filed, a copy of which is attached and
made a part of the record.

At this point, Vice Chairman Martin stated that the Board needed to vote on
whether to accept the reports of the auditor, actuary and investment manager previously
presented. Accordingly, Mr. Cunningham thereafter moved the acceptance of the
reports as presented, and that they be attached and made a part of the minutes. The
motion was seconded by Mr. Anderson. There being no further discussion, a vote was

taken and the MOTION ADOPTED.

UNFINISHED BUSINESS

There was no unfinished business.
NEW BUSINESS

There was no new business.

ADJOURNMENT

There being nothing further, the meeting adjourned at 2:45 p.m.

Board Chairman Date
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A. Marshall University and West Virginia University Medical Malpractice Program

* As of November 30, 2012, Marshall has deposited $7,814,808.33 into the
escrow account. The year-to-date cumulative interest totals $123,597.54.
There have been five disbursements totaling $278,108.32 during fiscal year
2013 thus far.

* As of November 30, 2012, a total of $17,584,998.61 has been transferred or
deposited into WVU's escrow account. The year-to-date cumulative interest
totals $127,873.95. There have been six disbursements totaling
$1,861,836.08 during fiscal year 2013 thus far.

B. State Agency/Senate Bill #3 Litigation

Through November 2012, five cases have been tried to a verdict. We have
obtained three defense verdicts and two plaintiff verdicts. With regard to the plaintiff
verdicts, there was one verdict in which the jury awarded no damages. The other
was a pure plaintiff verdict in which damages were awarded.

New lawsuits year-to-date 2012 have increased 26.9% over year-to-date 2011.
Closed lawsuits have decreased 31%, and pending lawsuits have increased 10.7%.

C. Request for Information/Request for Proposal Update

1. Request for Information — Risk Management Information Systems (RMIS)
We have held approximately 14 interviews with prospective RMIS vendors. The
interviews were conducted either in person or through webinars and conference
calls. Our interest is in purchasing a unified data system that will meet all RMIS
insurance-related needs including Finance, Underwriting, Loss Control and
Claims.
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2. Medical Malpractice Risk Management Loss Prevention Consulting Services
RFP# 080112

In August 2012, we initiated an RFP process to select a consulting partner to
assist our major institutions in providing educational seminars and risk surveys in
the area of medical Professional Liability coverage. In selecting the vendor to
provide the consulting services, we enlisted the assistance of each of the Risk
Managers from West Virginia University and Marshall University.

Key deliverable objectives:

a. Assist BRIM insured in identifying medical malpractice risks and/or exposures
and provide industry accepted recommendations for mitigation of such risks.

b. Conduct a claim analysis and provide industry accepted specific loss
prevention strategies and methods, including risk management programs and
policies, to assist BRIM insured in mitigating medical professional liability
claims.

c. Provide medical professional liability educational resources.

d. Write post meeting summary reports offering improvements toward
managing medical professional liability risk/exposures.

After an exhaustive review process, the successful proposal of the five
submissions that were received was submitted by the West Virginia Mutual
Insurance Company, which had the highest technical score and was the lowest
bidder.

D. Storm Damage - June 29, 2012

We initially estimated that damage from the June 29 storm approximated $3.7
million. That included damages to both State Agency properties and to Senate
Bill #3 properties, which were fairly evenly split. Affected agencies applied to the
federal government for disaster relief as well as to BRIM.

E. Miscellaneous

1. Loss Control Department and Underwriting Department Vacancies - Currently, in
each department there are two vacancies, totaling four for the agency. We are
already interviewing potential candidates for the Underwriting Department. Our
goal is to fill those two underwriter vacancies within the next month. We hope to
fill the vacancies in the Loss Control Department within the next 60 days.

2. During the November Legislative Interims, at the request of the House Education
Subcommittee A, | appeared to discuss liability coverage provided by BRIM to
volunteer physicians and athletic trainers while acting within the scope of their
duties at athletic events. The subcommittee is studying injury to student athletes,
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more specifically concussion type injuries that occur during athletic sporting
events. The query came as a result of determining whether coverage is afforded
to volunteer physicians and athletic trainers who render aid during athletic events.
BRIM does provide coverage to volunteer physicians and athletic trainers under
those circumstances.

. Through BRIM, the Real Estate Division of the Department of Administration filed
as plaintiff an action against the Clerk of the Kanawha County Commission, et al.,
as a result of the illegal sale of state property for alleged delinquent property taxes
to a third party. Most recently, plaintiff's motion for Summary Judgment was filed
in support of this position. A hearing has not been scheduled yet.

Respectfully submitted,

Charles E. Jones, Jr.
Executive Director



STATE OF WEST VIRGINIA

DEPARTMENT OF ADMINISTRATION
BOARD OF RISK AND INSURANCE MANAGEMENT

90 MACCORKLE AVENUE SW, Suite 203 (304) 766-2646 ADMINISTRATION
SOUTH CHARLESTON, WV 25303 (304) 744-7120 FAX

(800) 345-4669 TOLL FREE WV
www.state.wv.us/brim

Earl Ray Tomblin
Governor Ross Taylor

Acting Cabinet Secretary
Charles E. Jones, Jr.
Executive Director
charles.e.jones@wv.gov

Chief Financial Officer’s Report
December 4, 2012

A. P Card Report
CD copies contain the supporting detail for “P” card purchases for the months of July, August and
September, 2012. These totals are:

July $66,573.28
August $40,720.63
September  $72,438.99

B. Financial Report

The financial results presented are for the quarter ended September 30, 2012 and have been
adjusted to reflect the actuarially estimated unpaid losses from AON's risk funding study as of
September 30, 2012.

Operating results for the first three months of FY’13 reflect the impact of bolstering claims reserves by
$5.5 million during the current quarter vs. a $4.5 million increase for the same quarter last year. The
reserve additions also increased claims expense for the current quarter and is the primary reason for
the less favorable operating results compared to a year ago.

The Fed’s decision to extend support of a low interest rate environment through 2014 continues to
reduce the yields on U.S. Treasuries and other government backed securities. Concerns over
Europe’s debt crisis and the U.S. “fiscal cliff” continue to weigh on both the bond and equity markets.
Lower average Yields and the uncertainty in the markets have dampened investment earnings for the
current quarter.

C. AIG/Chartis Update

On September 10", the Treasury announced that it had sold additional AIG stock for about $20.7
billion, further reducing the government’s ownership in AlG from 53% down to 16%. This makes the
fifth time that the Treasury has sold AIG stock. The decision of the government to reduce its stake so
drastically prompted Standard & Poor’s to change the outlook on the AIG holding company to
negative from stable. “We are no longer giving credit for government support in the holding-company
rating,” S&P officials say.

On November 2, 2012, American International Group Inc. (AlG) reported that the third-quarter swung
to a profit of $1.86 billion, driven by improvements in nearly every aspect of its business. This
compares with a $4.1 billion loss for the third quarter last year that was driven by declines in equity
markets, widening credit spreads and lower interest rates.

AlG’s property and casualty business, Chartis saw operating profit rise 60% to $786 million before
taxes compared to $442 million for the same quarter a year ago as catastrophe costs fell by about
half to $261 million. Chartis also took a $145 million charge in the current quarter to boost reserves
for policies it sold in prior years. As of November 11, 2012 Chartis was rebranded as AlG.



West Virginia Board of Risk and Insurance Management

UNAUDITED BALANCE SHEET

ASSETS
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

TOTAL ASSETS

LIABILITIES
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

TOTAL LIABILITIES
Prior Year Net Assets

Current Year Earnings
TOTAL NET ASSETS

TOTAL LIABILITIES AND RETAINED EARNINGS

September 30

2012 2011

(in thousands)

$ 25,042 23,801
207,100 198,283
1,449 954
3,209 3,071
236,800 226,109
135,891 129,769
135,891 129,769
372,691 355,878
1,107 1,154
589 124

374 182
257 325
5,887 6,794
49,463 46,638
57,677 55,217
67 75
93,015 84,064
93,082 84,139
150,759 139,356
221,515 219,828
417 (3,306)
221,932 216,522
$ 372,691 355,878

DRAFT - Unaudited - Management Purposes Only

8/30/2013

BRIM - Page 1



West Virginia Board of Risk and Insurance Management
UNAUDITED INCOME STATEMENT
For the three months ending

September 30
2012 2011
(in thousands)

Operating Revenues

Premium Revenues $ 12,328 $ 13,125
Less - Excess Insurance (1,456) (1,363)
Total Operating Revenues 10,872 11,762
Operating Expenses
Claims Expense 14,200 13,827
Property & MS Claims Expense 1,216 1,499
Personal Services 335 367
General & Administrative Expense 554 652
Total Operating Expenses 16,305 16,345
Operating Income (Loss) (5,433) (4,583)
Nonoperating Revenues
Investment Income 5,890 1,277
Total Nonoperating Revenues 5,850 1,277
Net Income (Loss) $ 417 $ (3,306)

DRAFT - Unaudited - Management Purposes Only

BRIM - Page 2
8/30/2013



Assets
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

Total Assets

Liabilities
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

Total Liabilities
Prior Year Net Assets

Current Year Earnings (Deficiency)
Total Net Assets

Total Liabilities and Retained Earnings

West Virginia Board of Risk and Insurance Management
UNAUDITED BALANCE SHEET

September 30, 2012

(in thousands)

Total Total Mine BRIM
State SB3 Subsidence HB 601 Total
$ 7347 $ 6,455 $ 5847 $ 5393 $ 25,042
102,637 104,463 - - $ 207,100
958 119 372 - $ 1,449
1,359 1,850 - - $ 3,209
112,301 112,887 6,219 5,393 236,800
71,048 27,583 37,260 - 135,891
71,048 27,583 37,260 - 135,891
$ 183,349 $ 140,470 $ 43,479 $ 5393 $ 372,691
278 770 56 3 1,107
473 116 - - 589
180 180 14 - 374
- 257 - - 257
- 5,182 705 - 5,887
27,546 21,132 785 - 49,463
28,477 27,637 1,560 3 57,677
32 32 3 - 67
59,845 33,053 117 - 93,015
59,877 33,085 120 - 93,082
88,354 60,722 1,680 3 150,759
95,020 80,896 40,214 5,385 221,515
(25) (1,148) 1,585 5 417
94,995 79,748 41,799 5,390 221,932
$ 183,349 $ 140,470 $ 43,479 $ 5393 $ 372,691




Operating Revenues
Premium Revenues
Less: Excess Insurance
Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
General and Administrative Expense
Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues
Investment Income

Total Nonoperating Revenue

Net Income (Loss)

West Virginia Board of Risk and Insurance Management
Unaudited Income Statement
for the three months ending September 30, 2012
(in thousands)

Total Total Mine BRIM
State SB3 Subsidence HB 601 Total
6,606 $ 5,017 $ 695 $ 10 $ 12,328
(740) $ (716) $ - $ - $ (1,456)
5,866 $ 4301 $ 695 $ 10 $ 10,872
8,055 5,979 166 - 14,200
583 437 189 7 1,216
178 137 20 - 335
149 397 8 - 554
8,965 6,950 383 7 16,305
(3,099) (2,649) 312 3 (5,433)
3,074 1,501 1,273 2 5,850
3,074 1,501 1,273 2 5,850

(25) $ (1,148) $ 1,585 $ 5 $ 417
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CALL TO ORDER

The meeting of the West Virginia Board of Risk and Insurance Management was
called to order by Chairman Lukens at 1:04 p.m. on Tuesday, August 28, 2012, at
90 MacCorkle Avenue, SW, Suite 203, South Charleston, West Virginia.

At this point, Chairman Lukens announced that Marty Glasser had resigned from
the Board. Expressing concern regarding having the necessary quorum for the
meetings, Mr. Jones stated that he would, with the Board’s permission, contact
Dr. Robert Walker, Vice Chancellor of Health Sciences with the Higher Education Policy
Commission, and the *“ex-officio” Board member, about his future participation in the

Board meetings.

APPROVAL OF MINUTES
Vice Chairman Martin moved the approval of the minutes of the February 28,
2012 Board Meeting. The motion was seconded by Mr. Cunningham. There being no

discussion, a vote was taken and the MOTION ADOPTED.

REPORTS

The monthly report of the Executive Director was received and filed, a copy of
which is attached and made a part of the record.

Referencing the Disaster Recovery and the Continuity of Operations (COOP)
projects, Mr. Jones called upon John Fernatt and Chuck Mozingo, BRIM’s Department
of Administration COOP representatives, to give the Board an update. Much of the
same information presented at the May meeting was reiterated; however, Mr. Fernatt
noted that Sunguard, the vendor providing BRIM with the Living Disaster Recovery
Planning System (LDRPS) software package, gave a demonstration of the process just

last week, which was thereafter explained by Chuck Mozingo. Afterwards, Mr. Jones



re-emphasized the importance of this project and stated that progress reports on this
subject will be ongoing.

Mr. Jones then summarized the RFPs recently completed—auditing, actuarial
services, building appraisal services, aviation, boiler and machinery and property
inspection—and noted that the Medical Malpractice Risk Management Loss Prevention
Consulting Services RFP was still in progress and that proposals are due
September 17, 2012. Responses to the Request for Information regarding the Risk
Management Information Systems are due on August 31,

Mr. Jones discussed the storm damage resulting from the June 29, 2012 storm,
noting that the estimated damage reserves to state properties and SB #3 properties is
estimated to be around $3.34 million.

Other topics briefly touched upon include the appropriation request, Mr. Jones
noting that BRIM will reduce its FY 2014 budget by 7.5%, as requested by the
Department of Revenue; that incentives were given regarding privacy policies
established by the Chief Privacy Office, thus resulting in premium credits for FY 2013,
and that incentives will also be offered, with requirements increased, for the FY 2014
premium credits.

Mr. Schumacher was then asked to present the Chief Financial Officer's Report.
The unaudited balance sheet as of June 30, 2012 and the unaudited income statement
for the twelve months ending June 30, 2012 were received and filed.

A CD containing copies of the April, May, and June 2012 purchasing card
invoices was distributed to each Board member. The Chairman signed the
acknowledgement form for the January, February and March 2012 billings. The
acknowledgement form is retained by the Finance Department.

The Loss Control Report of the Deputy Director/Claim Manager was received

and filed, a copy of which is attached and made a part of the record.



UNFINISHED BUSINESS

There was no unfinished business.

NEW BUSINESS

There was no new business.

ADJOURNMENT

There being nothing further, the meeting adjourned at 1:56 p.m.

Board Chairman Date
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Executive Director’'s Report
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A. Marshall University and West Virginia University Medical Malpractice Program

* As of August 27, 2012, Marshall has deposited $7,814,808.33 into the
(Treasury) escrow account. The year-to-date cumulative interest totals
$122,983.05. There have been two disbursements totaling $76,632.74
during fiscal year 2013 thus far.

* As of August 27, 2012, a total of $16,254,529.45 has been transferred or
deposited into WVU's escrow account. The year-to-date cumulative interest
totals $126,888.95. There have been two disbursements totaling
$530,690.34 during fiscal year 2013 thus far.

B. State Agency/Senate Bill #3 Litigation

In July 2012, one case was tried to a defense verdict. Year-to-date, two cases have
been tried to defense verdicts. New lawsuits have increased 12.4% over year-to-date
2011. At this time last year, we had received 202 new suits as compared to 227 new
suits this year. Closed lawsuits have decreased 35.1%, and pending lawsuits have
increased 0.9%. Prior year-to-date pending suits totaled 644, while current pending
suits amount to 650.

C. Disaster Recovery/Business Continuity

BRIM is working with the Office of Technology using software we have purchased to
assist the Department of Administration agencies and ultimately all state agencies in
disaster recovery preparedness and formulating each agency’s written business
continuity plan. This initiative is being championed by John Fernatt and Chuck Mozingo
using the Living Disaster Recovery Planning System (LDRPS) software package.
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In this regard, an LDRPS demonstration was conducted at the Cultural Center on
Thursday, August 23", from 9 a.m. to 12 noon. Afterwards, Steve Phillips of Sunguard
met with BRIM personnel, Chuck Jones, Chuck Mozingo, Robert Fisher, Steve
Schumacher and John Fernatt to discuss licensure needs.

The Goals/Objectives of the LDRPS project is to provide a risk management framework to
assist in supporting and preparing for the continuity of the Department of Administration
during extraordinary circumstances.

1. Integrate a software-based management tool to assist with the continuity of
operations plan (COOP) program by the end of FY 2015.

2. Assist with conducting a COOP training exercise specific to the Department of
Administration by the end of FY 2013.

Additionally, a webinar hosted by the Sunguard company is scheduled for September 13
to provide further training.

. Requests for Proposals

1. Auditing — Awarded to Ernst & Young — provide year-end audit in accordance with
Government Auditing Standards for fiscal year ending June 30, 2013. (maximum
of 2 one-year renewals)

2. Actuarial Services - Awarded to AON — effective July 1, 2012 — to provide
actuarial and rating services for fiscal year ending June 30, 2013. (option of
providing service for two subsequent fiscal years)

3. Underwriting
a. Building Appraisal Services — American Appraisal Service
b. Aviation — Hoxton Insurance Agency

4. Loss Control
a. Boiler and Machinery — Awarded to Hartford — July 1, 2012 — June 30, 2013
b. Property Inspection — Awarded to AON
c. Medical Malpractice Risk Management — in progress — Medical Malpractice

Risk Management Loss Prevention Consulting Services

RFP# 080112 — Purchase medical malpractice risk management loss
prevention consulting services. Bids/Proposals are due by 3:00 p.m. on
September 17, 2012.

Request for Information — Risk Management Informaton Systems (RMIS) —

Procure one system to meet all of its insurance-related RMIS needs.
Responses are due by 3:00 p.m. on August 31, 2012.
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E. STRIMA

Robert Fisher, John Fernatt, Chuck Mozingo, Steve Schumacher and | will be
attending the annual STRIMA Conference next month from September 16-20, 2012
in Austin, Texas.

Storm Damage

There is estimated damage reserves to state properties and Senate Bill #3 properties
as a result of the 6/29 storm in the amount of $3.34 million. There are 75 State
agencies and Senate Bill #3 agencies with storm damage. We have met with
Homeland Security Director Jimmy Gianato and Department of Administration Acting
Secretary Ross Taylor to coordinate discussions with the Federal Emergency
Management Association (FEMA). BRIM has contract coverage with a commercial
carrier, and much of the storm damage may be covered through our carrier.
However, Homeland Security and many of the agencies are working directly with the
FEMA to determine what is covered with FEMA, applicable reimbursements, etc. Our
objective is to prevent a redundancy of duplicate payments (insurance and FEMA) to
agencies and also avoid an audit by FEMA as to payments made by FEMA to
agencies who have insurance coverage.

. Appropriation Request

1. The FY 2014 appropriation request reduction from the Department of Revenue
speaks of requests at 92.5% (7.5% reduction) of FY 2013 General Revenue base
budget.

2. BRIM does not receive a General Revenue appropriation;

3. However, in order to facilitate preparation of an Executive balanced budget, BRIM
will voluntarily reduce its FY 2014 budget by 7.5%.

. State Agency Premiums for FY 2014

1. BRIM has undertaken conservative efforts with available assets to limit an overall
increase in state agency premiums to 2-3%.

2. Anindividual agency (dependent upon individual losses) may have an increase
greater than 2-3%; however, the state premiums as a whole will not exceed 2-3%.

Agent Commission
Agent commission checks amounting to approximately $1.02 million were mailed

August 15, 2012. This is a decrease in the amount over the last several years by
approximately $800,000.
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J. Privacy Certification Credit

In October 2011, BRIM partnered with the Chief Privacy Office to provide an incentive
for agencies to: (a) adopt privacy policies; (b) assure that all existing employees
have privacy training; (c) assure that all laptops with P1l and PHI have been
encrypted or are scheduled for encryption; and (d) assure that self assessment for
two of the ten core principles have been completed.

BRIM provided premium credits for the FY 2013 premiums to those agencies that met
all of the requirements stipulated. The credit amounted to a maximum of 2% of the
general liability premium with a maximum of $10,000 credit per agency.

BRIM will again partner with the Chief Privacy Office to provide a credit to agencies
for the FY 2014 premiums. Requirements to achieve the credit have been increased.

Respectfully submitted,

Charles E. Jones, Jr.
Executive Director

CEJ:lid
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Chief Financial Officer’s Report
August 28, 2012

A. P Card Report
CD copies contain the supporting detail for P card purchases for the months of April, May and June, 2012.
These totals are:

April $12,306.45
May $84,135.68
June $48,996.55

B. Financial Report

The results presented for the fiscal year ended June 30, 2012 are draft and subject to year-end
reserve adjustments based on the year-end actuarial review. AON'’s risk funding study as of June 30,
2012 will be completed in early September.

AON's risk funding study will be reviewed by Ernst & Young as part of their normal year-end audit
work. The FY’12 external audit will be completed by Ernst & Young by mid-October.

The operating loss reported for FY’12 is $8.2 million vs. $8.8 million in operating income for FY’11.
Last year’s claims expense was favorably impacted by the reduction in prior years’ claims reserves by
$9.2 million. Conversely, this year’s results reflect adverse claims development that increased claims
expense by $7.4 million. This year over year divergence in reserve development trends is the reason
for the difference in the FY’12 and FY’11 operating results.

The overall return on funds invested was lower for the current year. The lower interest rate
environment reduced investment earnings for the current year and also decreased the year over year
net income by $5.5 million.

C. Government Finance Officers Association (GFOA) Recognition

GFOA has notified BRIM that it has received the organization’s prestigious Certificate of Achievement
for Excellence in Financial Reporting for BRIM’s Comprehensive Annual Financial Report (CAFR) for
the year ended June 30, 2011. This is GFOA'’s highest form of recognition in governmental
accounting and financial reporting and represents the 17" consecutive year that BRIM has attained
this significant accomplishment.

D. AIG Update

On August 2", AIG reported second quarter net income of $2.3 billion compared to $1.8 billion for the
same quarter a year ago.

On August 6", the Treasury announced that it had sold additional AIG stock for about $5.0 billion,
further reducing the government’s ownership in AIG from 61% down to 53%. This makes the fourth
time that the Treasury has sold AlIG stock. At its peak, the Treasury owned 92% of AIG’'s common
stock as a result of the government bailout in 2008.



West Virginia Board of Risk and Insurance Management

UNAUDITED BALANCE SHEET

ASSETS
Short Term Assets
Cash and Equivalents
Advance Deposit with Carrier/Trustee
Receivables - Net
Prepaid Insurance
Total Short Term Assets

Long Term Assets
Investments
Total Long Term Assets

TOTAL ASSETS

LIABILITIES
Short Term Liabilities
Accounts payable
Claims Payable
OPEB Liability
Agents Commissions Payable
Unearned Revenue
Current Estimated Claim Reserve
Total Short Term Liabilities

Long Term Liabilities

Compensated Absences

Estimated Noncurrent Claim Reserve
Total Long Term Liabilities

TOTAL LIABILITIES
Prior Year Net Assets

Current Year Earnings (Deficiency)
TOTAL NET ASSETS

TOTAL LIABILITIES AND RETAINED EARNINGS

June 30
2012

2011

(in thousands)

$ 25,568 $ 23,231
200,949 189,211
953 1,155

22 38
227,492 213,635
138,146 140,522
138,146 140,522
365,638 354,157
221 552

8 101

182 182
1,174 1,097
5,494 6,095
49,438 43,259
56,517 51,286
75 75
84,157 82,968
84,232 83,043
140,749 134,329
219,828 192,207
5,061 27,621
224,889 219,828
$ 365,638 $ 354,157

DRAFT - Unaudited - Management Purposes Only

8/30/2013
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West Virginia Board of Risk and Insurance Management

UNAUDITED INCOME STATEMENT

For the twelve months ending

Operating Revenues
Premium Revenues
Less - Excess Insurance

Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
General & Administrative Expense
Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues
Investment Income

Total Nonoperating Revenues

Net Income (Loss)

DRAFT - Unaudited - Management Purposes Only

8/30/2013

2012

June 30

(in thousands)

$ 51,045 $ 52,538
(5,386) (6,075)

45,659 46,463

45,053 29,229

4,992 4,369

1,379 1,550

2,471 2,476

53,895 37,624

(8,236) 8,839

13,297 18,782

13,297 18,782

$ 5061 $ 27,621

BRIM - Page 2














