Wv-43 (REV.08/0812)

Return by _ Req. No.
1/25/2013 _on 1:300m. | 1NS13013
REQUEST FORQUOTATIONS e 212012 Acct. No.
THIS IS NOT AN ORDER -
ToBe Delivered To:
WYV Offices of the Insurance Commissioner
1124 Smith Street, Room L100
Charleston, WV 25301
Vendor . SUMMARY OF QUOTATIONS
-
Address
*
- Telephone Number
* ()
Delivery Requirements FEIN Terms Delivery Date F.OB.
ltom Number Quantity ' Description Unit Price Amount
Addendum #2

Effective Date: December 21, 2012

Reason for Addendum: To provide the OIC Written
Response to Questions and to extend the bid opening
date and time to January 25, 2013 @ 1:30 p.m. Bids
received after this date and time will be disqualified.

TOTAL $

GENERAL TERMS AND CONDITIONS: The General Terms and Conditions for Agency Delegated Master Terms and Conditions located ¢n the
Purchasing Division's website at hﬂp:lfwwﬂ.state,wv.us/admin,’,curchasefTCA.pdf, (“Terms and Conditions") are hereby made a part of this
agresment and are specifically incorporated herein by reference. By signing this agresment, Vendor certifies that it has reviewed the Terms and
Conditions, fully understands them, and agrees to be bound by iheir provisions.

Vendaor - Authorized Representative Signature of Authorized Representative



REQUEST FOR QUOTATION
Addendum #2

State of West Virginia
Offices of the Insurance Commissioner

INS13013

Questions for the state of West Virginia Offices of the Insurance Commissioner {OIC)

1.

Under Qualified Reinsurance Firms there are a three situations that need to be reviewed:

The $1 bilfion in reinsurance premlum may disqualify several US based markets who offer
great security. The problem is that a reinsurer, Axis Re for example, has several platforms
for writing US business including the US, Bermuda and London. | would suggest that this
requirement be changed to one billion of reinsurance on a Group basis. Also the 5 year
requirement is a bit onerous — perhaps it can be shoriened to 3 years?

The above qualification also disqualifies Lloyd’s of London since very few, if any, individual
Syndicates have premium volumes of $1 billion. ! would suggest that Lloyd’s be viewed in

its entirety — if s, their premium volume is certainly well in excess of $1 billion.

$100 million in WC premium cannot be met by very many, if any, broker / reinsurer
markets. There is not enough WC reinsurance placed on an excess of loss basis in the
US to support such a premium volume threshold. Considering the nature of the program,
the WC reinsurance premium qualification in our opinion is not necessary. Reinsurers
who write WC are quite aware of the unique nature of this line of business and have the
actuarial, underwriting, and claims skills to successfully support it. It is also incumbent on
your broker to know the markets and which of them will best serve your needs. Guy
Carpenter will provide full financial information on each reinsurer who authorizes on the
final “firm order terms” for the OIC’s review and approval prior to binding lines.

instead of the $1 billion suggested, please consider reducing the qualification to
$500,000,000 of US business for the Group. This is still a worthy qualffication for
reinsurers in addition to their financial ratings qualifier. This change would bring into play
several excellent markets for this type of business. The other bullet points remain
unchanged.

Answer: Based on the above, the OIC makes the following amendments te the RFQ section
entitled “Qualified Reinsurance Firms” for all potential bidders, replacing the requirement that
bidders have five (5) consecutive years of experience of having written at least $1 billion in
reinsurance with at least $100 million being workers’ compensat:on. {1} Has written at least $1
bill of global reinsurance or $500,000,000 of US reinsurance on a group basis (i.e. all corporate
affiliates, syndicates, etc.) over the past three (3) years (replacing requirement; and (2) remove
requirement that a “qualified reinsurance firm” have written $100 million in WC reinsurance.
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2. Under Acceptance Period for Quotations expecting reinsurers to leave their quote open for 6
months may not be feasible. Almost every reinsurer quote received these days has a 30 day
expiration. Due to “unforeseen events” (financial, natural, or political that can greatly impact the
UEF’s loss potential or exposures) reinsurers do not feel it is in their best interests to leave quotes
open for such a lengthy period. Having said that, most reinsurers understand the RFQ process
for a governmental body and that it takes time to make decisions. If there is little change in the
risk and reinsurance environment, most reinsurers would be pleased to reinstate their quote at the

appropriate time. '

Answer: Based on the above, the OIC makes the following amendment to the RFQ section
entitled “Acceptance Period for Quotations” for ali potential bidders:  The quotations
submitted in response to the RFQ shall remain fixed and valid for a period of thirty (30) days
commencing on the date the quotattons are due.

3. In the Products Potentially Desired section and the Cost Sheet, please confirm that the you are
seeking quotes for a two layered structure — the first layer being $8,000,000 excess $2,000,000
with a $2 mil MAOL: $7,000,000 xs $3,000,000 with a $3 mil MAOL and $8,000,000 excess
$2,000,000 with a $3,000,000 MAOL / the second layer being $10,000,000 xs $10,000,000 would
be in excess of the aforementioned first layer.

Answer: The OIC is soliciting quotations for the three primary layers noted above all with the
option of a second layer as described above. However, bidders may submit pricing for any of
the primary layers by themselves; pricing for any of the primary layers plus the secondary
layer as a package deal; pricing for the secondary layer by itself as secondary in excess of
any of the primary layers; or any combination thereof. Then the OIC will review the various
prices submitted and select its destred coverages based on the lowest quotes.

4. Additional Data needed:

Reinsurers would like to sée alt exposureffor all employers/for all years and group up loss data
for each year as follows:

« Exposure data — By yeaf since 2006, please list all uninsured employers including:
duration of coverage lapse; major class code(s), # of employees &/or payroli; and address.
This information will enable reinsurers to build a model portfolio based on the UEP’s own
history which can then be utilized for determining appropriate excess rates and
catastrophe potential. Although we know that the UEF has no account portfolio as such
since the roster of uninsured employers is constantly changing, reinsurers need data of
some type to determine UEP’s loss potential. | am confident that this data will greatly
assist us in developing the best quotes for you. Please send in electronic format so we
can manipulate the data,

 Details on the two large claims mentioned in the RFI (one reserved at $526,352 and the
other at $358,3086). '

e Can the RFI narrative section titied Current Siatus of UEF be updated through the latest
possible date (9/30/12 would be okay)? We realize this may overlap with the above
requests, but it would be appreciated.
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e Claims data — Please provide a report of all individual claims from the ground up since
2006 for all years including; DOL; paidfoutstanding medical, indemnity, and expenses;
status (open/closed); brief description of cause and injuries; class code. Please send in
electronic format so we can manipulate the data. ‘

s Can Attachment 2 in the RF! be updated through the latest possible date (again, 9/30/12
would be okay)?

Answer: Please see attachments 1 and 2 which are responsive to most of these requests.
Please note some of detail level data (such as each employer’s address) was not readily able
to be compiled. Also please note that there is some claims level data which the OIC cannot
divulge due to statutory confidentiality requirements.

5. Premium by year since inception {last3-5 years at a minimum). Estimated premium for 2013.

Answer: Not applicable. The UEF is not an insurer; it is a statutory state fund which covers
injured West Virginia employees whose employer was not covered with workers’
compensation on the date of insurance. See RFQ for more details and W. Va. Code 23-2C-8
and W. Va. Code St. R. 23-2-9. : '

6. Assets of the West Virginia Uninsured Employers Fund.
Answer: Pleasé see Attachment 3.
7. Description of all losses greater than $100,000 (if Clash, then excess of $500,000).

Answer; Please see aftachment 2. Please note that there is some claims level data which the
OIC cannot divulge due to statutory confidentiality requirements.

8. Historical Class Codes/Hazard Groups. Estimated breakdown for 2013,

Answer: See aftachment 1; note only summary data available. No estimated 2013 data
available.

9. s there any exposure outside of West Virginia?

Answer: No. The UEF only covers employees who are injured and entitled to West Virginia
workers’ compensation coverage at the time of their injury due to their employment
circumstances, but whose employer is not covered. This generally would be injuries
physically in WV while working for a WV employer. However, WV’s WC laws do cover WV
workers while working temporarily out of state.

10. Historical Employee concentration data.
Answer: This information is not available.

11. The RFQ requests terms. for clash cover for a primary $10m plus an additionai $10mx$10,
although the $10mx$2m opticn with a $3m MAOL partially exposes that layer to a life. This’
structure is very achievable, however, it is not in line with our original understanding of structure,
so please clarify that no per person exposed coverage is needed.
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* Answer: The OIC’s understanding of any guoted product is that the primary and secondary
layer would cover occurrences involving two or more injuries. Therefore, no coverage under
the treaty would be triggered unless two persons were injured in the occurrence. However, if,
for example, two persons were injured and the retention level of $2m was not reached on one,
but was reached on another, then the $3m MAOL product would cover the latter person. '

12. Can the Excess be written as insurance or remsurance’? If only reinsurance, it will hkely be
subject to limited reinstatements, and sunset and commutation. Is that workable?

Answer: The OIC would consider excess insurance providing the same basic coverage terms
requested as the reinsurance requested in the RFQ. The terms of any excess insurance or
reinsurance contract would be subject to final approval of the OIC. However, the OIC would
likely accept terms and conditions that are standard in the industry.

13. Is there an annual estimate of premium for the 553 uninsured workers’ compensahon accounts?
Prior years?

Answer: This information is unavailable at this time.

14. Is there an annual estimate of payroll for the 553 uninsured workers' compensation accounts?
Prior years? '

Answer: This information in unavailable at this time.

15. Is the uninsured employer required to pay claims dollar for doilar’? if so does this represent
potential subrogation for the Excess?

Answer: Yes, employers whose employees receive benefits from the UEF are liable on a
“dolfar for dollar” basis to the UEF, as well as claim administrative costs, the attorney fees for
defending the claim (if applicable) and a fine of up to $10,000. This would represent a
potential subrogation for the excess/reinsurer. :

* 16. Are there any Closed Claims above $500,000 (only Open claims were provided)?.
Answer: Yes
17. Provide a breakdown of individual losses, broken down by year.

Arniswer: Plea_se see atftachment 2. Please note that there is some claims level data which the
OIC cannot divulge due to statutory confidentiality requirements.

4 of 4



Attachment 1

Summary of UEF Spreadsheet Data
Prepared: December 7, 2012

As of September 30, there appeared to be 281 employers without coverage.

From 7/1/2009 through September 30, 2012, there were 3,677 uninsured defaulted accounts
with a total number of uninsured days in the amount of 1,055,431 days. This calculates out
1o an average of 125 days uninsured per account.

All Fiscal year data is from 7/1/2009 and after. If an account had a liability date prior to
7/1/2009, it appears on the spreadsheet but will not be in the Fiscal year calculations.

Of the 9,677 uninsured defaulted accounts, there were 1,091 repeat offenders. These
employers had at least 2 or more uninsured accounts during the period. Statistics are as
follows:

1 employer with 5 accounts
22 employers with 4 accounts
" 135 employers with 3 accounts

o ¢ O O

933 employers with 2 accounts

Of all the defaulted accounts during the period the top ten classes, number of accounts and a
brief description of class are presented below: '

Class 5645 705 Carpentry - Detached One or Two Family Dwellings
Class 9082 565  Restaurant NOC .

Class 8380 447 Automobile Service or Repair Center & Drivers
Class 8832 440 Physician & Clerical

Class 8810 414 Clerical Office Employees NOC

Class 9084 277 Bar Discotheque Lounge Nighclub or Tavern

Class 8017 308 Store: Retail NOC -

Class 7228 249 Trucking Local Hauling Only All Employees & Drivers
Class 8742 256 Salespersons or Collectors Qutside

Class 9083 180  Restaurant: Fast Food

o o ¢ ¢ 0O ¢ 0 ¢ 0 O

As of September 30, 2012 there were 969 employer accounts with balances owed or in
pending status

Also as of September 30, 2012, there were 8,677 accounts that had been resolved.

" All accounts excluding resolved had an average of 205 days uninsured



® Resolved accounts had an average of 125 days uninsured
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Attachment 3

WEST VIRGINIA 61
OFFICES OF THE INSURANCE COMMISSIONER
SCHEDULE OF NET ASSETS
WORKERS’ COMPENSATION INFORMATION
June 30, 2012
{In Thousands)
WC Gld Fund Coal Workers’ Uninsured Self-tosured
Debt Reduction  Preemoconiosis Fand Funds Total
"Assets:
Current Assets
Cash and Cash Eqaivalenis s 951,534 3 257,172 % 9676 % 1,144 ~ § 312203526
Receivables, Net:
Statmtory Allocations 9,008 - - - 2008
Asscssments - - 94 - 94
Enmployer Surcharge 11,430 - - - i1430
Premiuns 51 - - - : 51
Total Cuorrent Assets 972,023 257172 9,770 11,144 1.250.309
Total Assets 9720212 257,172 9,770 1i.144 1.250.109
Liabilities:
Curreat Lisbititics: .
Estimated Liaability for Unpaid Claims and Claim
Adjustment Expense 189,160 11,900 [154) 363 202 468
Accraed Expenses and Other Eiabilities 592 - - H 392
Total Current Liabilities 139.692 11.900 650 869 203.061
Noncurrernt Liabilities:
Estimzated Lisbikity for Unpaid Claims and Claim ]
Adjustment Bxpense 1,607,300 106,400 2300 9732 1726230
Total Noncurrent Liabilities 1.807.800 100, 2360 9.732 1.726,232
Totat Ligbilities 1.757.492 118300 2.906 18,601 1.929.293
Net Assets:
Reswicted for
Coal Workers” Pneumoconiosis - - 138,872 - - 138,872
Uninswred Fand - - 6,570 - 6,870
Seif-insured Fand - - . 543 343
Unrestricted (Deficit) (825.469) - - . {825,469
Total Net Assets (Deficit) $_ (825469 3§ 138 872 b3 6,870 g 543 3___{679.184)




Operating Revenues
Assessments
Premdun Revenue, Met
Other Operating Revenue
Total Operating Revenus

Operating Expenses and Claimus Provision
Claims and Claire Adjustment Provision {See Note 5)
General and Adwinistration
Total Operating Expenses and Claims Provision
OCperating Income {.oss)
Noneperating Revermes
Investment Earnings
Lottery Revenne

Personal Income Tax

Severance Tax
Total Nenoperating Revenues
Change in Net Assets {Deficit)

Total Net Assets (Deficit) - Begipning of Year

Total Net Assets (Deficit) - End of Year

WEST VIRGINIA

62
OFFICES OF THE INSURANCE COMMISSIONER
SCHEDULE OF REVENUES, EXPENSES, AND CHANGE IN FUND NET ASSETS
WORKERS' COMPENSATION INFORMATION
June 30, 2012
(In Thousands)
WC Qld Fund Coal Workers® Uninsured Self-Insured
Debt Reduction  Pnenmocconiosis Fiund Funds Total

s 51,662 3 - s 371 3 1,093 $ 53,126

696 - 539 " 1,235

111 - P - i1

52.469 = 910 1.083 54,472

126,507 (H,469) {1,246} 10,130 128922

18116 17 7 85 18225

144 623 £6.452) (1239} 10,215 147,147
{92.154) 6452 2,149 (9,1223 {82.675)

32,238 6,711 237 284 39,470

11,000 - - - 11,000

895 4060 - - - 95,400

921,635 - - - : 92.635

231.273 5,711 237 284 238505

135,118 13,163 2,386 (8.838) 145830°

{964,588} 125.709 44584 9,381 (825.011)

3 (82546%) §.. . 138872 by 8.879 k3 343 s 16791843




WEST VIRGINIA 63
OFFICES OF THE INSURANCE COMMISSIONER
SCHEDULE OF CASH FLGWS
WORKERS' COMPENSATION INFORMATION
June 30, 2012
(In Thousands)
WC Old Food
Debt Coat Workers® Uninsored Self-Insured
Reduction Premmoconiosis Fand Fumds Total
Cash Flows from QOperating Activities
Pees and Assessrents $ 48,376 $ - b 412 $ 1,093 $ 50,384
Receipts friom Employers . 666 - 538 - 1,205
Receipts from Cther 111 - - - 11k
Payinents 1o Claimants snd Providers (251,407 (11,131) (554} (30) {263,122}
Payments to Emplovees {518} - - {518}
Payments to Suppliers (17,492} (D (7 (86} (17.602)
Net Cash Provided (Used) by Operating Activities (2192613 (11.148) 390 o7} (229,047}
Cash Flows from Noncapital Financing Activities
Stattory Allocations 200347 . - - - 260,347
Net Cash Provided (Used) by Nencapizal Financing
Activities 200347 - - - 200,347
Cash Fiows from Investing Activities
Investment Earnings 32238 671} 237 284 39470
et Cash Provided (Used) by Tnvesling Activitics 32238 6711 237 284 32.470
Net Itcrease in Cash and Cash Eguivalents 13324 {4,437) 627 1,261 10,775
Cash and Cash Equivalents - Begmning of Year 9382106 261,600 9.049 9383 1218.751
Cash and Cash Equivalents - End of Year i 95154 13 257172 5 9,676 5 il 144 3 1,229,526
Recomciliation of Operating Income (Loss) to Net Cash
provided {used) by Operating Activities
Operating scome {Loss) E3 (92,1548 % 6452 $ 2,149 5 9,122y 8§ (92,613)
Adjustoents to Reconcile Operating Income (Loss)
t© Net Cash Provided {Used) by Operating
Activiriss:
Net Change in Assets and |iabilities
" Receivables, Not 2,313) - 4] - (2,272)
Egtimated Liability for Claims and Claim
Adjustment Expenses {124,900} (17,600) (1,300) 10,100 {134,200)
Accrued Expenses and Qther Liabilities 106 - =z { 103
Met Cash Provided (Used) by Operating Activities 3 (219268) § £11.148y 3 3% § 977 & {229.042)




