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··•·, 

• N~tshville, Tennessee 
september 10, 2p14 

Honorable Julie Mix McPeak 
Commis.sioner . 
Tennessee Department of Commerce and 1n$urance 
Nashville, Tenness.ee 37243 ~ · 

Dear Commissioner. 

Pursuant to your instructions and i.n ac.riQrdE!nce with Tennessee Insurance Laws, 
regulations, and resolll!lons !!clopted by the National Association of Insurance 
Commissioners (NAIC), a financial. examination and matl<et cond.uct review was made of 
lhE! .condition and affairs Qf .!he 

WO~KERS' GO.MPBNSATION SEJ.F,JN$URANCE GROUP FUND 
orthe 

COMPTRUSTAGC .•• tENNESSEe 
2.612 We.stwood Drive 

Nashville, Tennessee372.o4 

hereinafter, andgeneraUy referred to as the •:F'und" and. "Trusf' respectively, and a report 
theteo.n .is submitted as folloWs: 

INTRODUCTION. 

J'liis examination Was (;ailed b~ the Tenn~ssee Department ofCommerce and ln.s.urance on 
AprilS, 2014, in accordance with Tenr). C(lde Ann. §.50,6-405 and Tenn. C(lmp. R. & Regs. 
ch. 07'80•0H4·.20. dn,site exarnln<!lion work commenced on April 28, 2014. ThE! 
examination Was perf()rmE;~d 1:)~ dul~ authorized. rEipresentaliVI'!S of !hi'! Tennessee 
DepartmentofCommerce.~n!l lns.urance (TOOl). 

This ls tile se¢pnd full·scope financial exl;imination and tn~rket conduct review of the. Trust 
since itsJnceptitlll. 

SCOPE OF EXAMINATION 

Tflis exariline!lon report covers the period frllmApril 1, 2005, to ll'le close. of 1:1usiness on 
March 31, 201 ~. and Jncfydes any materialtransactions and/or events occurring subsequent 
to tl'le examination. datE! and not11d during the course ofthe examination. 

; "' ' ' 

Te-nneSSee. Oepartrrient or Corrmarc_e_.and fnS:u·rance Ci\.GC.:rN R~port.of Examinauon 
Exarninauon as of March 31 .• 2013 
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The. examination of the TrU$,t's fi!\ancial condition was conduel!ld in a(!Cord!lnce willi 
guidelioe~; and procedures cont!lil']ed in theNAIC FlnanclarbonditiQii Examinerll !1andbook. 
The exjimination was planned and pracedl)res performed to evaluate the financial condition 
and to identify pr()sj:Jecthle risks of the Trust This W!ls accomplished by gathering 
information about the Tr11sf; ihqlllding c.ontrolling govemance, identifying and assessing 
inherent risks within the Trust,. and evaluating Internal controls .. used to miUgate those risks. 
The examination also included assessing a(!CountlilQ principles used· and signifipant 
estimates made by management as well as evaiUii!lng thr:' overall financial .statement 
presentation. 

During the C!luflle of the examinatio.ri, all as$et and Ji~;~bility Hems contained in the financial 
statements !)f this repQrt were examined ar1d velj~ed. with rt;llative emphasis according to 
their amount and potential impact on solvenqy. Test ch.ecks were rnacJe of income an!! . 
disbursement items for setec::ted. periods, !!nd a .general review was rnade of the Trusfs 
eqmpfiance wilb applicable s1;llt1.1tes ~.nd regulation&. fne examination inclu~ed a review of 
the Jl..jarph 31: 2013, fi~calyeat.:end a~diUvoikpaper§prep~rt;ld i;ly theTrusfs independent 
auditor, Croy.te Horwath,. LLP (CH). The audited financi!ll statements were reconciled to 
their corresponding·general.ledger;accountbalances. 

COMPLIANCE WITH PREVIOUS EXAMINATION FINDINGS 

The previous examiiJ!Ition ofthe I rust was made as ofMarch 31., 2008. The prior Report of ' 
Examination was cl!!l~~ pec~m~er10: 200$, and covered the period from April 1, 2003, . 
thro\lghMarch 31, 200B,TheCo(Tlmi~siqner issued three (3),directhies, asset. forth in the 
January 19, 2010, ''OrderAdopling Ex~mina)ion R!)p(I!'(Witll DirectlveNo. 10·003/" A 
summary of the directives and the corrective action taken l)ythe TnJst i.sdiscussed peiow' 

Directive #1 
The T~st was directed to comply wifhTenn. Comp: R,.&Regs. 0780·01.-54.04 by ensuring 
thafwritten contracts, including bul.not limited to, admfoi$1tative Mr&err\enfs and s.ervice fee 
agreements, are filed with the TDCI, as required. 

Corrective, Action 
[)urir;~g tijE! currenl Period .of examination, a written agre~meqf IVa~ OQnsumm~ted between 
Associate<! Generai;.09!1lfii!c!Orll of Tennessee, Inc. (AGC of TN) and the Trust, indicating 
.services provided and ~eim~ursementJormulas. Also, written agreements describing the 
services performed by the. branches of AGC of TN. and describing relmborsemi:mt 
calculation:;; w.ere .consummated. Addili!)nally, a written agreement was e.xecuted between 
the Trust and the As$9Ciated General contractors of East Tennessee. Ill order to comply 
with Tenn. Comp. R. &Regs, 07.S0-01-54,Q4, these written agreemef)ts were submitted to 
the TDCI on February 19, 2010. Prior to. t~e completion of fo.rmal written agreements, the 

Tennesse~. D<!P!lt~ment.of Cd!!lriietrie and· insure,nCj! 2 CAGC-T"! Report of examtnanon 
Elcamlna!io.n as· of Marth ~~. 20.13 



Trust had verb~.l !lgreements With Aca.c of tN, tile branches of AGC of TN ~nd th!i! 
Associated Generi!l Contl'actors ofEast Tenne$se!3 .. 

Directive #2 
The Trust was directed to comply with Tenn. Comp. R. & Regs, 0780-01,~.05 by ensuring 
!hat any amendments to the organizational do~;umenls or wriften contracts tequired to be 
provided to ~1e Commissioner by Rule 0780-01·54-.04 are. flledwl!h the Comrrii~sioner no 
later than thirty (30) daYs prior to the. ptopi)Sed effecli\le .dt;lJe of. the amend men~~; along With 
a non-refuM!able filing fee of $$0.00. 

Corrective Action 
[)Urif!g ~he current period Ofexaminatio.ll,.!heJrllst entered into one (1) agreement t~at was 
required to be filed with the. Commissioner no l.l!ter than thirty (30) day~. prior to the 
proposed effective date .. This agreement Was submitlecl to the Commissioner after the 
effe!)!ive date and did not meet the requirement of Tenn. Cdmp. R. & Regs. 0780-01· 
54.05. This issue is further note!i in tbe "Subsequent Events'' and "Comments and 
Recomf11endations" sections of this ex~mination repprt; · 

Directive #!} 
The Trust was directed to C:o(llply with Tenn. C.omp. R. &Regs, ·o7!1()~.1-04.13 by .ensuring 
th!itM amount equal to aUeaste.i9hlY·fiVe percent (S5%) of its netassets are maintained in 
pemnitted investments, and that fuocls nPt need.!lld for current PbligatiPns may be invested 
by the board .of trustees in "Tennessee Securities" <lll defined in Tenn. Code. Ann. § 56-4· 
210(I.i). 

CorrectiVe ACtion: 
ThttTrustwas f0uriclto be.in complianee with TeiJn; Cof'ilp. R. & Regs. 078~01-54;13 a$ of 
March 3.1, 2013, and. M;~rch 31 ,.2Q()g .• However, thi;l rr~~~ was not compliant With the tule 
as of March 31, 2014, fViaroh 31, 2012, and March 31, 2011. Thl!! issue Is further: noted in 
the "Subaequent Events." and "Cqrriments ani;! Recommendations" seCtions of this 
examination report 

COMPANY HISTORY' 

ThEi!. AGO ofTN, a general welfare ncm·pfofitcorporaUonprganized and e)dsting under the 
laws of tne. state 9fTennessee was charteret! on Jaollary 20, 1~20. The purpose of this 
Prgariization is to further the'purpq~:~es ofthe Associated ~eneral CQntractors ofA~erlca, 
Inc., on a focal level, and to promol!ll the principles o.f Skill, .lnte!!lfilY• and Responsibility 
arnoog the o!Jnsttuction industl)i in Tennes.$8e. The AGC. of TN has Branch Offices ln. 
Memphis. Nashville, Knoxv!Ue and the Tri"Ci!ies areas, Membership is comprised ()f 
General Contractors, Subcontractors and businesses whli provide S!ilrvices or products 
~Sj!Q 111 the construction Of BUilgings. Highways .and Municipal/UtilitY projj!cts in Tennessee. 
A 5epl!ratj! Chapter, the Associated· Gli!neral Contractors. of East •Ten!lessefi!, i~ located in 
Chattanooga and provides .similar service to th!l co.nstruction industry in that are11. 

TeF\ness_ee Q~pJrtmenrof C.ommerc$ and rnSUt8ilce 3. CAClc-r,N. Repol! or.~mlnatlon 
Examination d or Mal'* 31, 2013• 
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The AGC of TN was formed is to bring unity. to the con:;~truction .io~ustry in Tennessee; the 
coordination Qf leSi~JatiVe sctil!itie~>: amonQ itsrnembera; constant li~lsori with the. State <tnd · 
Federal agencies en c.onstruction ~.:le.$ and regulations Important to the membe.rship; 
constant (jeyetopment and coordination ot training programs for construction craftsmen; 
promotion of better ralatl.ons .. amoriglts members flo maintain high professional standards in 
the conduct of busin.ess of its. members; and to join tggether its memberS to improve the 
business condit.ions within the constriJctlon industry in tennessee. 

The Trust i~; an unincorporated assooiationlhat wall created by tile AGC.of TN on January 
13 •. 1~4, t\l aqt as a self-insurance group. The qperation of the Trustis confined to 
Tennes:;ee, where it is licens~;~dto tranMct'the business of workers' compensation and 
employers' Jisb!lity group self-insuran~. Membership In the Trust Is ccmpose(j of qualifying 
.members oftheAGC ofTN who havepoole!ltbeirllabil~i~s under the TennesseeWorkers' 
CoiTfpenseition L~w. 

The Trust began operations on April 1 , 191')41 with. contributions from the lnitilill mempers 
equal to lwl\lnty.tive pert;ent(25%) of th~;~ir first"yl;!<lr eelimated annual net pramiiJtn for 
workers' compensatton .. coverage in a~o()rdail<:awith Ten h. Cornp. R. &.Regs, ch. 0780.,01-
54-.04. The Trust c.ontinues to maintain the memb~;~rs' depm~lts and hew members in. tne 
Trust are also required]o make a contribution equal to twency,fiv~ percent (25%) oft)'leir 
flnst-year estimated annual net preiTfium, ifthey.are accounted for on a self-reporting basis .. 

Premium!l.are paid. in adv<~nce, using estimated annual net pre1Tfiul11, .if ll member selects a 
quarter!~ or mqntnly PaYment option. 

The following exhibit depicts certain aspect!l<of the gr(!wth and finl!ncial history of the Trust 
Sill.ce the previous examination, according to audited financial statements filed with the. 
TDCI: 

2011 
.2010 
2009 

Earned 
Premiums 
$5,007,!162 
$4,378;806 
$4,054,1.04 
$4,387,276 
$5,637,550 

Total. 
Rese@Sfor 

Losses& 
lAE" 

$~.070,622 
$1Ml10,QOO 
$8,450,aoo 
$8;97.9.~36 

$10,701,552 

Assets 
.$14,529,200 
$16,186,a$a 
$1.5,.911,365 
$1siofi4,sea 
$17,(88,2~8 

* This represents the totaLre~;erves for lossi;!S ancll\lss adjustment expenses for aU policY 
years with open claims since lhe Trust's inception. . 

Tennessee Qepartmon~ of Ccmm~t;e::apd lnSurS.riCe 4 Q,A.GC(·TN Report or Examination 
Ex!!ll!lnallon &$of March 31, 2013 
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iRUSTAGREEMENT AND DECL.ARAT!ON OF TRUST AND BYL.AliVS 

The Trust was created through the adoptioiroflhe Decl!lration of Trust and Bylaws (Bylaws) 
which was executed on January 13, 1994, and fotnlaily OIPP!"OVed by il)e TDCI effecliveAprii 
1, 1994. The Trust was formed to act as a workers compensation self-insurance group as 
defined QY Tenn. Comp. R. & Regs. 9780-0Ni4-.02(17) and as authorized by Tenn. Code 
Ann .. § 50-6-405. The Trust operated under it\; i'rlginal name of "Associated. General 
Contractors Self-Insured Workers' Compensatiqr.Truat" untll11!)9~. On Aptil18, 19!1fl, the 
Trust Agreement and Declaration of Bylaws wera 'arn~nded in order to change the Trust's 
legal name tt!: "C.ompTrustAG:c ... Tennessee: ·· 

The Trust Agreement and Bylaws state the purpose ottbeTrust as follows: 

''to holcl and administer ttie. Fund through which its Members can fulfill their 
responsibilities under the Tennessee. Workers' Compensation Act; to form a 
workers' compensatl\ln self-insurance g(oup p~l'suant to the Act; to provide 
for worker$.'. eompensalion coverag~ . an~ for .benefits to. ~mployees a,nd 
dependellts !!f II$ Members; to provide, at such lime as the solvency 11nd 
reserves· qf the. fi!Od pemnit, In the .. $ole. discretion of the Trustees, the 
discounts or divi~ends on contribUtions made by Members. for workers~ 
compensation coverage; and to contain the cost of providing Workers' 
cqmpensation coverage by developing and refining special~ed claim 
techniques and a l()ss prevention program." 

TlteTrl!stwas fllrmed in accordance With Tenn, Cqde Ann •. § 50,~0$(<;) for the l;lenefit of 
i.ts m$1Tlber owriets.. The. tenn ''member' includes those indi\litluals, corporations, and. 
partnerships or 6ther legal entities exeq~jing, 6r otherwise being bound by, the Indemnity 
Agreement .and Power of Attorney, w~lch ~;~re meml;lers in good standing of the AGC ofTN 
!lnd which contribute to the Fund as a participating inembefin the Trust. 

IND.EMNI'TY AGREEMENT AND POWER OF AiiORNEY 

In accordance with Tenn .. Go[Tlp. R. & ReQs.• orao~o1~54c.G4(2)(e)2, each member is 
· required to execute and be bound by .an indemnity agreement and power of attomey as .a 

IX)Ildi!iol) ofrnembetship In the Trust. Significantterms th;ai each member agrees to include 
the following: 

The Members, jointly and severally, wm pay any final award base~ upon a 
t;:lahu agelnsf!lny of them under the workers' compensatiOn laws of the St;ite 
of Tenol!lssee., and theTrustwiU pay any .a~sessments lawfully levied against 
it by the State of .Tennessee .. 

1"he members intend for this agreement to be. a mutual covenant of 
assumptiqn aM. n!lt a partnership, 

Tentlessee. oepartm.eofofCOrritnSrce and- tmiurance CA(lCFfN RepOrt ofexaminoH6n 
EXa'illiMSUDO a·s ofllliarth·3f. 2013 



The. Board of Trust&~ will set up, operate and enforce the admini$trative 
rules, regulations and bylaws of the Trust and the .Fund. 

The Board may admit as members of the Trust only tl'lose who meet the 
criteria Jor membership .. established by the Board. Except as otherwise 
provided by the R~gulatiohs, the Board .shall, subject to th~¥' approval by the 
TDCI. be the sole judge of Whether an applying entity sh?H be admitted to 
membei'Ship and the eligibility .ofan en~ty to remain a rnemltoer. 

The Board will promulgate the M:~s and regulations for administering the 
Trust, the expulsion of or suspension of members and, subject to· the 
Regulations,. the admission of members, EaPIJ member of the Group agrees 
to abide bY such rules and regulations. 

Each Member shl!!ll iniliEIIe a!ld maintain a safety proararn to provide its 
employees safe and sanitary Working C91Jdltiol).$. aM shall follow the general 
rec¢rnrnendations of the Trust in this fie!d !OJ:lrornqle the general welfare of 
its employees. 

6 CAGC·TN Report of E!<amlnatlol\ 
Examination as of Maroh 3.1, 2013 



MANAGEMENT AND CONTROL 

The operation and administration of !he. Trust. i~ tha joint responsibility of a Board of 
Trustees com;isting. of.not more than fifteen (15) or less .than five (5) individuals. Pursuant 
to Tenn. Comp. R. & Reg!i!. 0780.:01•54'-.06, all Trustees are required to be resi~eots of the 
State of Tennessee or officers qf cqrporatlons authorized to do business in th.e S!ilte of 
Tennessee. At)east two-thirds of the Tru.s!ees are. requfr!!d to lle .employees, officers, or 
directors of meflbers of the Trust. No affiliate 9f the administrator or the service age-nt shall 
serve as a Trus!~!l. TM .. Board of Trustees shall alectoffi~rs from among its mem!lers to 
serve for terms <)f one year. The officers of the. Trust shalf consist of a Chairman, a Vice· 
Chairman, and a Secretary. · 

As of March 3.1, 2013, .the following persons. ware·ser¥ing as mempers of the Board of 
Trustees and officers of ttie Trust: 

Name 

Larry Parks 
.Cil<iirrnan, Boar~ of Trustees 

Cecil Morgan, Jr. 
Vica,.Chairman 

Todd Wolf 
Secretary 

Craig Christenbury 

Bill Prince 

K<:tte Silbert 

Business/Occupation and Address 

T.l). Park!! Construction 
Chattanooga, TN 

MpqJan, lnc;. 
Clarksville, TN 
Sho.ffn!lr Kalthoff Me.chanieal Elaetri.c Service, Inc, 
Knoxville, TN · · 

()tiris-Hill Construction Company, LLC Memphis, TN 
ButWll Construction Co .. Inc. 
BristDI, TN 

ThE! Slr;;iuss C()mp!lny, lhc .. 
Chattanooga, TN 

The .initial Bc?ard of Trustees was empowered by the.O.eclaralion. of Trust and Sylaws and. 
served until the first meeting of the members of the Trust. T!lereaffer, the Trustees shall be 
elet;ted by the members of the trust Each Trustee shatrserve for a term of lhrt}e (~)yea.rs. 
ATfu!ltee m!ly resign and lle fully discharged from all further duties. or responsibiiJ!ies by 
giVIbg at lea$! 3Q days. prior written notice to the Chairman of the Board of Trustees, A 
Trustee may be removed, vvith or Wjlh()ut cause, lly a majority vote of all Trustees. If a 
TrusteE! dies, becomes inca!lacitated, refuse.s to act, res!Qils or is rempved, his successor 
sh!lll . !le i,\ppoillfed bY the remaining Trustees to fill. the unexpired tenn of office, sych 
appointment to lle subjt}qtto confinnation bytbe members aftheir llext regularly scheduled 
meeting. Responsibilities ofthe Trustees as stated in the Bylaws include the following: · 

• The Trustees shall be responsible for all monieS' collected or disbursed lly the Trust 
and for. the segregati9n of aU. mon.les into the claims fund account and the 
admin.istrnt.ive fund account,. 

T!SontlS~~e OeJ)artmant'C~f COmmerce and lflsUtance 1 CA.GC-TN RePOrt of Ekamtnauon 
Examiliatiorl as cif March 31, 2.0'1'3 



• Th(:) . Trust(:)es .shall receive appli~tions for membership from. prospective new 
members of the Trust and. shall approve or disapprove such applications in 
accordance wit~ rules promulgated bytlle Trustees, 

• The Trustees shall be responsible. for l:lstabiishing such trusts, .. loss funds, or other 
funds as may be required >from time to. time.by the Rull:!s or. as m~:~y be e.stablished 
by the Trustees from time .to time. · 

...... ' 
• The Trustees shall b(:) responsible for and shap unqe~ake the posting of such 

security deposit$ and/or security bonds as may be required to be posted with the 
TDCI.. . 

• The. Trll~tees shall be responsible for and shall 9a11se to bl:l filed with the TDCI and 
ell;ewhere such annual or othe.t periodic aydits, reports, and disclosures as may be 
required from time to time by applicable federal or s!;ltl:l statutes or governmental 
regul<;~tions. 

• The Trustees s!Jall take all n(:)cessary' precaujlo!Js. to safeguard the Fund and the 
otfier. assets Jlf the Trust including (leslgn~tin!l the. <;~dtninisfrator and the servi(le 
agent.oftl:le Fund. 

REFUNDS OR DISTRIBUTIONS 

Pursuant to Tenn. Comp. R. & Regs. 0780-01-54.15, $elf-insured workers' compensation 
pools are allowed to provid~ refunds to the members oflhEI pool .When there is ~Jn excess 
amou~ .of premium above wiJatis necess<Jry to fund· all. obligations· for thatfuncJ year wi!h 
the.1(1rittei1 approval. oNhe Gommlssionet. The Board ofTrustees. must declare the refu~d 
not less than l:lighteen (1 8) months after the end of the fund year, and if the ref~nd is 
declared, ten percent (10%) of tl:le refund~;~ble amount must be ret;i!ined bY Uie pool for an 
additional year to .cover any oblig<;~tions thatmay not yet have been rep.orted, 

The approvaJ hi~;tory of dis!rib.utions, categorized by ca.le.hd\lr year, since the previous 
examination is as follows: 

Date of Approval by 
fi!oard ofTrustees 

Janua~ 21, 2009 
Jan4ary 18,, 2010 
February 27, 201~ 
February 17, 2013 

Pate of.Appro'lal 
bVTDCI 

Marph 5, 2o09 
March8,2010 
Apni10, 2012 
March 7, 2013 · 

Amount 

$1,000,000 
$1 .ooo.oo.o 
$1,000,000 
$1,000,000 

As. ofMarch 31. 2013, the Trust had approvedJhe distribution of .a total of $6,959,708 to lts 
members since its inception. 

8 CAGe-TN Report of Examination 
Examination ao ofMilrch ~1, 2013 

.:_ 

..:-_,· 



CONFLICTS OF INTEREST AND PECUNIARY INTERESTS 

.Tenn. camp .. R. & R.egs, .0760-01-~4.07(6) anit(7) .. 1!tate: 

'No administrator or its. employees o~ the pool's board of trustees shall. 
acO!'lpt, or be the beneficiary of, either directly l)r remotely, any fee, 
brokerage, <;om mission, gift or other· consider~tion for or on account of any 
lOan,. depo.sit, sa. le .P .... ayment, exchang.e, .o.r r~.Jn. stiranc. e trans .. act.io .. n .. ma.de by.· 
or.on behalf of such pool, or be Rec;vniarily 11'/W~ested in.suc;hpurohase,s;:ile, 
loan, either as borrower, prir)oipte., o<>Priociple', agent or beneficiary, except 
tl)at if a member, such person snail .be entitla.d to all of the benefits accruing 
under the terms otthe membership." 

•No administrator or 11$. eri')l)loyee(s) or the pool's board of trustees shall take 
or recelve. for their awn use any fee,. brell$erage, commission, gift or .Other 
c:;cinsideratlon of the pool except for reasonab.!!'l compensation. for services 
!)er:t:ornned or sales Qr p.urchases made. to or fottne pool. in acpordanc:;e with 
the terms afthe administrator contract approved bY the Commissioner. No · 
administrator or its employees or the pool's board of trustees shalf collect.a 
cQnnmiss.ion far the procurement <\f ex.eess"c ihsutl!nce for the pool." 

During the co4rse of the examination, t:lo,ins.tances of non,compliance with the Rule were 
found • 

. CORPORATE RECORDS 

TheTrusfs Elyfaws state tha~ the rri~ml:)ers oflhe Board'ofTrustees shall meet quarterly, .or 
.as Qften asrequiretl,.atthe principal office of the Tru.st,or at swill Olh.er loc;ation as may be 
acei;lptable to th,e Trustees. Special meetings of the Ttuste.es may be called at any time 
and may be by telephone conference c;alls Qrather methods ohommunicatioll l:ly whicltall 
Trustees participating nnay simultaneously he!lr each ~!her. The members of the Trust shall 
meet annually on the first Tuesday in Oc;tober of each year at the offices. of.the Trust or at 
slloh other pia~ and time as may· be. determi~ed py the Board of Trustees. Duril)g the. · 
period under ex!lmination, there were forty .. four (44) regular and special meetings of the 
Board of Trustees and fllle (5) meetings of the members of the· Trust. The minutes of the ·· 
meetings were revieWed and appear to reflect propeliy the acts of the respeciiVe bodies,. 
Membership requirements, powers.and·dlltles ofboatd !l1$tnb'E)I'$, and Trust memberswere 
verified to be In accord<J.nce with the Rules. of the 'fOCI. · 
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MANAGE:IIIIENT AGREEMENTS 

ADMINISTRAT~VE.AGREEMENt 

The Trust has used only one administrator, Mr. William B,. Young, since its inception in 
1994, The "Application .to Serve as Administrator ofSelf-lnsurance Group Pool" which was 
~lsd with the TDCI was. dated J!lhuacy 26, H194, and was filed a$ part ofthe license 
process. Tile document on fite'witlllheTDCldoes o.othave.~ date r~ceived stamp'affixe<l. 
tllr. Young continues to act as "Adminlsbator" as defined wllh.in '(lle. meaning of Tenn. . ,, ·. ,,, .... "· . I 

C:<1mp. R. & Regs. 078Q-01-54-.02(1).. ' 

On March 21, 20Q3, the Trust and Mr. Young executed an "Administrator Agreement' 
Whereas, the Trust desires to engage the s;dmilllsttator to· carry out ee.rtain policies and 
perform day to day. managemt:lnt of the rrust. The administrator shall also conduot such 
QtheraotiVities as required by applicable state laws and regulations. The Agreementon file 
with the TPCI was stamped receiVed. February 24, 2006. 

Specifi(: C!elineatE)d !'lreas of auth.ority include t~e f¢11oWlng: 

• F>urch!lseat)<:f&ii!l!lction ofex;;:e.t~sinsurance; 
• Pur!ihas!'! .. and selection of errors a~d omissio(ls coVeragE! for the Board; 
• Purchase and seleclio.ll ofsure!Y bond; 
• Implementation of marketing policies approved by the Boe;rd; 
• Final underwriting authority 1!> the extent not reta.ined by the Board; 
• P~ymeitfllfllel\dors and other expense!!; 
• Hiring and firing ofstaffoftheadministrator: and 
• Execu!fpn, on behalf of the. Trust and With approval of.the Boarcl, of ¢ohtracts for 

claims.~dminis.tratlon, accountiryg and actuatial services. 

"TrUst shall PI'IY the Administrator for ~xpenses incurred relating to the authority granted 
under this Agreeroent" "TnJst and Administrator agree that all fe~s payable to 
Administrator underthis Agreement are .reasonable expenses pursuant to the engagement• 

The adrninislrl'ltor doe~;;notreceive a sa lacy fr()m the Trust. Mr. Y!lung's formal employment. 
is.''Exec:utive Vice Pre:si(fent" ofthe AG.C ofTN .. The. Trust reimbul'$est~e administrator for 
travel expenses Incurred on behalf of the Trust whtch are . immaterif!! in • rE)Iation Jo th.e 
Trusfs overall financial operation. The Agreem~;~nl do!'!s. not define the ~peclfic expense 
items to. bEi reimbursed. 

Either party maytermi!late the agreement without cause upon giving hot. less than 30 days 
written notice; 
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CLAIMS PROCESSING AGREEMI!!.NT 

During the period ofex;~tnlnation,. and effec:tlve from Aprilt, 2007, .through April1, 2010, the 
Trust had an agreement with Brentwood S~jf\lices .Adrnin.istrators, inc. (BSA) that provided 
'Specified Third Party Mministrator Services.' in regard$ to claims processing and other 
related services. 

The agreement Wff!l BSA lrt effect as ofthe date oHiiis examination was effective Ap1il 1, 
· 2010, to remain if\' effect until Aprll1, 2013 ... The. agl'eern~nt is automatically renewe~ for 

', .· '' ' ... - '• ' -- '' - ' ' ' ', ) 

cqr\f!&OU~ve one (1) month terms at the ending d~~e. ~nlesswritlen notice of termination'ls 
provided by one party to !he other party thirty (30) days prlor to the ending d;~t~;~ of .ihe 
,agreement or any one (1) mol'lth extension thereof, .. ora new agreement is entered into 
betw.een the. parties. Either party rnay terminate the agreement during ns term by providing 
one hundred twenty (120) days prior Written notice oftermin~tion to. the other party. 

The agreement stipulates tnatBSAwill.provide the following services: 

• · Pro.viaingdaims seiVices 
• Provi~ing. markeli!ig and marketing assistance s.ervices 
• Providing account management services 

Examples qf claims services to. be provided are: 

• Service, reView, investigate', e~djust, process aod/pr resist workers' compensation 
claims pres~ntl!d against the.Trust 

• Establjsh CIE~irnti!Serves and provide continuous review• and update as nEJceSsl!ry 

• Prepare losst~ports for Trust.rr\!lnagement no less. than.fifteen (1fi) days followi[IQ 
the last dE!Y ofthe previous calendar month · · 

• Prep$1'1!!, maintain. and file. any and all records and reports that may be required by 
any. slate. regulatory agencies in connection Vi4~ I3SA's handling of claims as 
instructed by the Trust 

• Coordinate the. assjgnment of and/or provide utilization management services on 
claims requiring or needi09 sucfl ser.vi.~es {Medical Case Management) 

ExampleS of rnal'ke~ing and m~t!'l<etil'lg aS$iStance sen/ices to be provided: 

• DeVelop and implement a marketing plan with .the TI'IJst'.s assistance to promote and 
present to prospective mernbers 

Examples of account m;:~nageme(lt services to Pfi! provided: 

• Develop underwriting rules .for member employers to obtai!) workers' C()mp.ensatron 
. coverage. through the Trust In accordance with Trust rule:> and excess insurance 
oarrier(s)'s rules ;:~nd guidelines · 
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• Re,view each prospE!otiVe m11tnber etnplpyE!r with regard to the promulgated 
underwriting rules and guidellnE!s fpr acceptance: into the. Fund.. . . 

• Maintain underwnti:ig files which sh.all. ~e aVailable for review by the .t=und 

• Develop appropriate premium amounts for !IBCh member using classification codes, 
rates, modifiers, etc. CQn$istentwith appropriate.iaw · · 

• P~sent the ~ppropria!e billing to the.partk:ipating member employer for payment by 
them to theFum;l • · . ' 

· • Promulgate exp.erience modific~.tion facto~ for each partiCipating member employer 
utilizing ModMaster 

• Provide the Fund with documl!nt~ eVidencing the amount of any insuranc.e producer 
com(l'lission~ paid .· 

The Trust agrees to pay to Brentwood a service f&lil e((!l!ll to. a percent of the Fund's 
participating eirlplpyers' payrO:II subj!ICI to a minimum annual service fee, 

CUSTODIAL AGREEMI:NT 

The Tr\lst!lnll its custodian, Pinnaqle Bank, ~!:lmPieteda oewcustodian agreement during 
the period of examination. Exceptfor onE! (1) omlsslqn. the new agreement signed bY the 
cu.stodian ;lnd by tn¢ Trust on March 30, 2011, exhibited language compliantwith Tenn. 
Comp •. R. & .Regs, 0780·0'1-46 (revised eff'ectiveMay26, 2013). This issue is further noted 
in toe "Subsequent Events" section ofthis examination report. 

INVESTMENT ACVJSORY AGREEMENT 
'the Trust was a party to all •tnve~trrtent Acjvi~ory Se.rvices Agreemenf' with IPI Asset 
1\111!'nagerilitl:it, Inc. (IP()C,furil1~ the period of examination. The mpsl re!;ent.agreemel)twas 
el(ec1Jted an.~ signe(l by the then Vice Chairma"n of the .Board of Trustees on bl;lhalf of th~ 
Trust on september 8, ~OQ8. 

This agreement gives }PI discretion to supervise and direct, qn a. tontinuil)g ba~is, a~; agent 
and attorne:ycin~fact J'Jn behalf of the Trust without prior COh$1lltatii:!n1 the Investment aM 
reinvestment. of ail ass.ets, s~bjeet 10 . the .limitations, needs. and objectives imposed by the 
Trust's Investment POlicy. The a!irei!meot ioclugeJ> a schedule of compensation which was 
reviewed as part ofthe examination lind wa~.d!!\ertnJnl!d to be; reasonable. 

Thi$ agreem~:~rff:$ schedule of compensation notes that tees are calculated qu~rtf)rly, 
basel! upt>rmarket lt!!fl.te df all !!ssets under.management in the !il.ccount. Generally, 
one fourtll of tile artnOal fee will be billed ln arrears each quarter. 

An ';Addendum To Investment Advisory Agreement" With IPI was signed effective 
September 8, 2008, and allo~d, With the Trust's cpnsent, IPI to retain outside vendors to 

Tennees~s. _Qepartm_('lnt·of.CO'mmert:f;l_ahd JnSuranri8 t2 QAGC. TN RI!J)Ort of Eiltoilnation 
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perform servi~ described in the "Investment Advisoty.Services AoreemenL" As of March 
31, 2013, Garrison Financial Corp. (GFC) acted. as a subsidiary adVis.or for the Trusfs 
investment account and prepared·finan_crat -stat6ments:Jor ihe.Tfus.t. 

. ADMINISTRATIVE SERVICES AGREEMENT 

On July 22, 2010, the Trust and its sponsoring association, AGC of TN, entered into an 
administrative services agreerilel)t AGO of TN agreeddo provide office supplie$, includin(! 

, . necessary information technology, .and parsonnel for'l~e oparation ·Of the Trust. The 
· agreerneitt provides for the Trust to. pay a fee each ~uarter to AGC of TN in order to 
reimburSe for servicl!ll and parsonnef. · · 

MEMOS OF UNDERSTANDING 

A format "Memorandum of Un(:lerstandlng" was executed in 2010 between the Trust and 
AGC ofEastTennessee, AGC df!enhesJ;ee, West Tennessee Branch; AGC!JfTennesse¢, 
Tri"Oities Branch; AGC ofTennessee, Knoxville Brani;b; atld AGC of Tennessee, Middle 
Tennessee Branch. 

These memos dls.close that in exchange for specified compensation, safety and loss i;ontrol 
activities sh.all be performed by safely direc(ors employed by the branches of AGC of TN 
which are locat!ild In Memphis, Nashville, Knoxitnle and t.he. Tri'C.ities, and AGC of East 
Tennessee, whOse office Js loc;at~d . in Chaltanoo~a, These · a<;tivitjes . are considered 
paramountJo the operations of the Tr.~JIIt. The memos stale the Trustwlll pay each branch 
a peroentag'il of the premium generafetl from rilii~mbe~ of ltiafl>p!=clfic branc~, .but no less 
than a fixed mlnlml!hl annual premium .. Outing the fisoal yaar ending March 3.1, 2013, the 
!fust inc!Jrred aafely ali d. loss expenses to the. branches and AGQ of Tennessee in the 
artJriunfof$S58,$38. 

The Trust also .reimburses AGC ofTN for the purchase of certain fixed as.sets used by the 
Safely Director, such asautomobjles.for trallel to job sites. 

FID6.LITY BONDS A.NO OTHERINSURANCE 

The Trust malntain!l(:l fidelity coverage with St. Paul Fire & Maline lnsura!1ce Coij'lpany In 
the form ot an "lnsuranee compaoY Boncl" With employee coverage in the amount. of 
$SQO,OOO .. Tljis policy was effective fr(lm Aptil 1 .•. ~1,)11, through April 1, 2014, .and was 
rene1119d on Aprllt. 2014, and is effective until April1, 2017, 

The Trust maintains an Erro!ll arid Omissions policy with NaVigators Specially Insurance 
Company in fhe amount of $5,000,000 each claim with a $5,000,000 policy aggregate and a 
$25,000 cledudible. This policy's definition· of ios.ured would include the Trustees and 
members. Tne !JOlley complies with Tenn. Comp. R. & Re'gs. 078Q..Q1·54·.04(2)(bl{5) Which 
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requires each applir;an• for a ~rti.licate ofauthorityto have in place an !;lrrors and omissions 
policy "forthe board of trustees issued to prq!ecttlle paol from damages, if any:" 

The above referenced polices a.lso comply with Tenn. Oomp, R. & Regs. 0780.01c54-
.07(3)(b) alid (c) which exhibit the following requir!;iments under the. heading, 
Mmlnlstrators: 

.~ 'Evidence that the applicant has obtained a fidelity bond In the alnount of $200,000 
·· · . written by a company. licensed to transact business In this state-, which may be 

·obtained either by tbead.ministrator o.rth.e pool on the a~mililstratol'5' behalf;" . . 

• Evidence that}he applicant has obtained an errqrs lind omissions insurance policy 
for the proteotipn ofthe Pot)l in jhe ;~mount of $200,000 wriltel'fby company licensed 
to transact busine~s Jn this state, unless waivedby the. Commissioner upon a 
llhOwing. of proof that the applicant is 1.111a~le to ob@in such coverage;" 

B$A .maintains cetrtain insurance coverage .1!$ teq(lire;d under its 'Agreetment to . Provide 
Spetcified Third Party Services' dated April 1! 20.1 0. Th~se lnclucle general liability, auto 
·liability, worker$' compensation, contractual liability,. and crime coverage. The following . 
policies are Issued by Insurance companies within. the. Travelers umbrella of companies. and 
Fiqelity and Qeposil Company ofMaryl!jnd: 

• The crime policy i~ issued. by Fidelity and Dep.osltConnpany .ofMaryland and covers 
emf?loyee theft up to $6,0QO,OOOwith a $60,000 deductible. 

• The w~rkers compensation poli~Y is. i;5sued bY The Travelers Casualty and Surety 
Com]?B!lY Wijh.standarcllimlts for .both wol'f(ers (lompensation and employers liability. 

• The auto pol(cY is ls.sued by The. Travelers Indemnity Company of Connecticut wjth a 
$1 ,OOQ,OOO liability limit for one acr;iden~ or loss. a $2,000 limit for medical, and a 
standard limit for uninsured motorist. The poli~:y provides for the lesser of actual · 
cash value or cost ofrepair minus the dediJI:;tible for ~uta phYsic!l.l damage. 

• 'the commercial general liability policy is issued by Travelers ProJ:>.erty Casually 
Company of Americ.a with a $2,000,000 general a~gregate limit and a $1,000,000 
limit each occurrence with a $1 ,000 dedulltii:Jie .for b!.!:>iness owners p.roperty 
cover;~ge paro.ccurrence and a ~250 deductible for bu~ding.glass per occurrence. 

• The Commercial exces:s liability (umbrella) policy fS issued. by Th.e Travelers 
Indemnity Company with a $1 O,QOQ,OOO aggregate iimit and a $10,000 retained Umit. 
p~r occurrence. 
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All of the above insurance companies are licensed lrlthe State of Tennessee, with .the 
exception of Navig.ators Speci;ilty lnsurancli!Gornpany, Which op!3rates as surplus lines 
carrier-pursuant to Tennessee .insurance statutes. .• 

STATUTORY DEPOSITS 

In compliance with Te,nn. Comp. R & Reg$ .. 0780'{l1-54-.04(3)(e); the True! miilot;~ined the 
folloWing deposit as o,' MarcH 31 , 2013.: '' 

Description Par ValLie Statement Value 

Blount Co!lnty rN s.o•A., due 6/01/2017 $100,000 $117,621 

EXCESS OF L.OSS INSURANCE 

ln accordance with Tenn. Comp. R & Regs. 07B0-01"54-.04(3)(c), tbeTrus! had 1!1 eff!3Qt,.for 
the period April t, 2011, to A~rlf 1, 2ot3, ~n excess of loss agreement f<:~r workf#rS 
compensation a.nd employers liability claim.s with SafetY National Casualty Corporation, 
The. agreement contained only specific coverage. 

Un~er the agreement's specific coverage, !hE! etX9$ss .insurer agrees to indemnify the Trust 
for the amo~pt in. excess of the Trust's $60o,ooo ~peclflc l"!llentlon for each accident or 
employee disease, up to)hE! statutory limitfor workers' compensation and Up fo $1,000,000 
for employers' Uabllit'{• · 

The Trust obtai!lec! aggregate retention coverag.e in ~~ e~rly years and. then requested 
apprcival from thl;\ TOG! to maintain I!Pecific. coverage oi)ly aft.er its llnancial position 
strengthened. A request was t'nade for the policy years beginl1illg April 1, 20Q8, Jl,prlr 1, 
20Q9,Aptf1.~010, April1, 2011. and April1. 2014. pursuant to Tenn. Comp, R. & Regs., 
Ch. 0780-01-54-.04(3,)(c)(1) to .the TDCI to fo~go ljlggregaie ~xcess insurance and is 
accompanied by <Ill agtuar@ an<!lysis supporting the request. Howe\fet, tht:l Trust's actuary 
did not submit to. th!'l TDCI a let!er certifying that the Trust did not . neeq to purcha$e 
aggregate excess of ioss insuranceLcoverage for lhl!l policy years beginhihg April1, 201:2. , 
and April 1, 2013. This issueis noted .in the 'Recommendations and Subsequent Events 
sections" oflhis'examlnafion report. 
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A summarization by policy year for the period under el(arnloation Is listed below: 

Insurer Policy Year 
4/01/2012-13 
4/01/2011-12 
4/01/2010-11 
4/01/2009-10 
4/01/200S,.09 

Sp~ific 
Retention 
$600,000 
$(100,000 
$6oo:ooo 
$600,000 
$600,000 

Aggregate 
Indemnity 

None 
None 
None 
None.,··. 
NMe · 

'<, 

Agg_rag_~ta 

Retention 
NC!ne 
None 
N()~e 
Nons 
None 

~afety National Casualty 
Safety National Casualty 
Safety National Casualty 
Safety National Casul;dty 
ACEAmerican Insurance Co. 

The policies provide. coverage for losses sustaine<il by the Trust as a result. of injury by 
. accident occurring during the policy period, or ~Y di!iease caused or aggravated by 
expo~:;ure to conditions causing the disease occurring during the policy period; The policies 
have .ProviSions for the continuation of' coverage in the event of pian insolvency. The 
policies were written by cOmpanies authorized to do l:lusiness in the State of Tennessee. 

Relian<;e Nation.-1 Indemnity. Company provided the trl,lstspecifici and aggregate exce~>s 
insurance coverag!l from April t, 2000, through September t, 2000. During t~e. ye.-r 2000, 
Reliance National .Indemnity C.oqlpany was rilE)rged into Its pareni company, Reliance 
lnliurance Company. On October 3, 2001, Reli~nce lhllutance C.ompany was placed in 
liqyidatioh~y (hE) Commonwealth Court.ofPennsylvania 11nd ret:Xlveries from the Reliance 
companies ceased. 

The TQ~st'sreserves reflect the. insolvency of.lhe Reli,ance companies ancl were increased 
to ~~!fleet t.he ~nlikely nature of any recoveries for lhe t!losed excess claim ihcurrE!d on July 
17,. 2000. In ad(liljqn, Tru!it'S auditedfinanclal statements did not .reflect any recovery 
amounts. from Reli.-i)ce as theY were conslql!red imrnat!!lriall!lnd uncollectable by.the Trust 
and. its auclltor. · 

Incurred 
Premiums Losse,s 

YY.!: Earned &LAE 
2013 $5;007,962 $1;7~8.p69 
2012 .$4;3.78,808 $2,9(}1;774 
2011 $4,0~4,104 $2,327,!330 
2010 $~,387,276 $1;700,652 
2,009 .$M37,p50 $3,316,798 

LOSS EXPERIENCE 

!lenerat.& 
Underwriting Adln •. 

Ratio ~l!liOI!B 
.~.7%, $;?,113,243 
66.3% ~1.~38,~$3 
57.4% $2,1.96,487 
38;8% $1,991,352 
5.8.8% $2,561,536 
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Gen.&A<fm. 
E:~P~itBll Combi11ed 

to. Premium Ratio. 
42.2% 76:9%. 
44 .• 3.% 110.6% 
54.2% 11.1.6% 
45:4% 84,2% 
45..4% 104.2% 
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Fund Year Deficit Co.rrectlons 

Pursuant to Tenn. Coll)p, R. & Reg$. 018Q,Q1-54.24{1)(b}, the Trust on March 23, 2012, 
and Marc:h 5, 2013, repori£lddeiici~ncies totileT[)Ci .for)he foliowing fund years: 

March23, March5, 
2012 2013 

March 31, 2013 '-$71136 
March 31, 2010 $~42,630 •t !)03·8~4 ' .. 
March 31, 2009 28Q,753 1'99;522 
~arch 31, 2tl07 60,261 63632 ' March 31, 2000 587,672 550,856 
March 31; 1999 319,087 314,087 
March 31, 1996 3,569 3.569 

Total ~2,1~a.~z2 ~lQ!Hl~ 

The Trust requested approval tp transfer surplUs to cover lhe furti:l year deficits tot~ling 
$2,385,170 and $2,354,429 on March 23, 2012, and March 5, 2013, te(:lpecti\lely as folloW$: 

March 31, 201~ 
March 31, 2001 
March 31, 1998 
March 31, 1997 

· lulari;h 31, 1995 

Total 

Mi!rCh 23; 
2012 

$ 1.68,063 
187,487 

1,980,798 
49.422. 

$2,385,770 

March5, 
2013 

$ 71,136 
243,41p 
60,000 

1,930,45$ 
49.422 

$i.354,42~ 

On .April 10, 2012 and March 7, 2013, the. TbCI i!pproved the surplus transfers in 
accort:lance with Tenn. Comp. R.. & .Regs. 0'780..()1.~4.24(1)(!)). 

ACCOUfiiTS AND RECO~OS 

FinanclalRgcords 

T,enn. ~qri!p. R. & . R,egs. 0780·01-54-:~9(2) req1,1ites the Trust. to. su))mit to the 
Cornrniss.ioner ~ st~terrtent of finapciat ccndJtiorr~udited by an. independent cE!rtifiecl. p1,1blic 
accountant on or before the Ia$! day of tile sixth (ath} month following the end oHhe .Tr11st's 
fiscal year. Tenn. Comp. R & Reg. 0780~01.54-.09(5) allows the Trust's audited fina~cial · 
statement!! tq be prepared. .in acc;ord~ncE! with Generally Accepted Accounting Prlncjples 
(GAAP), 
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The Trust retained an lndependentaccpunting firm, CH, to issue the Trust's GMP audited 
financial statements and to prepare thelrrederal incometaxreturns. 

During the period of examination, CH recordad all assets, liabilities, cash receipts, and 
disbursements, and produced a dE:~tai!ed General Ledg!!!r usinQ BusinE:~ss Works softw;~rE:~. 
CH, ;~lsq, prepaled all year"E!nd adjusting entries and a trial balance as .of year-end in 
conjunction withits annual audit of the Trust. • · 

•. 
,f ' 

Claims il?¢o1Jtltlrtg {~cords were originally producec:j ftom cash dis.b~rsement source 
documents prepared by BSA. CH, and actuarial firm, Casualty Actuarial Consultants, Inc. 
(CAC), rely upon BSA for indiVidual.case l'eSEi!tvEi! ¢stlmatEi! information for use in the Trust's 
audited finanCial statE:~ments and actuarial repQrts, 

Member premium oalculatiol) .. al)d billing ~e<;ords originated from BSA's um;lerwriting clivision 
including the .calculatron of l~ss exPerience modification factors. BSArelled. upon audited. 
member payroll information from. Mlllennlum Insurance Solutions, Inc. to calculate audited 
prerhillnn. 

GFC and Pinnacle Elan~ prqvides. fair market values for the Trusfs debtsecurities shown on 
!be balance sheetin the audited fhlancialst~fement$. 

lnfonnation Systemll 

Jheinajorljy of the Trust's infonnatipn ~Y!>Ie!'Jsand datil requirements were providedlly the 
Trusfs sppnsoring assoC>lation, AG.C. of TN; aqtl ElSA under the two (2) management 
agreements previously di!lo.ussed. 

The Trust's atlmlnistrator, using AGC of TN ir\fqi't'tl~tion technology equipment, conducteq 
business electronically . using basic contemporarY complfting and networking methods. 
AGC ofTN hatl a dom;ain server/client computing arrangement facilitated. by a setver. AGC. 
of TN employees work!ld fr<>m individual PE:~isonal .computer desktop Workstat.iohs 
authenticating against a seflier file and print St)hter; Users communicate infernally and 
Ei!l<tern;~Uy via eiE:~clronic mall (e-mail}. ASC of Till's acoe.s.s control software consisted of a 
fii'EIW<\11 atjd incly~eg di!ta encryption technolqgy. AGC. of TN used ba$ic. databas.e 
mana~ementsottwafl! ~qd basio business. accounting software. 

BSA utili:z;ed ·a hardware platform and operating system. BSA 11a.d operating system security 
software prolee)ioh in place. BSA implemented a state of the art firewall §Ystem that 
prevented any. outside access to BSA:s information technology system or BS!\'s claims 
systE!lm. BSA .had a lqcal ~:~rea network of connected desk top computers that ran on 
Windows op.eratii:lg systems. BSA. used. a software program for workers' compensation. 
claim processing. ·ElSA's underwriting division used un(ler1Nritlng software and software for . 
premium computation and billing. 
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The Trust'·$ administrator and BSA boltt hijve dlsasfer recbvery pli!OS for their lnfonnation 
tectmology systems a.n;l proVide foi offsite recovery of d.aia. However, AGC oi TN's 
~isaster recovery plan was not foi;nally dopumented in writing. 

examination of Accountlii. and Records 

The Trust had no employGe!l !!nd was totally dependent upon related Parties otthlrd parties ~. , 
for the peiformance of li1.e day~to-day opel"a!ions. ofthe Trust The Trust's overall control 
environment had limited docurnenlE!d internal controls and segregation of duties by those 
engaged by the trust to perfonn key activities. 

Ouring the course, of the examination,. accountt~ were verified by various tests and 
·.procedures deemed necessary to cqnfirm values fo~·assets and liabilitiesliPPearing in the 
Compan~,ls financial statements, General ledger tri<ll balances were reconciled with the 
financial statements, and an were revieWed tor ;::ompleten~ss of disclosure ancl conformity 
to GAAP as permitted by Tenn. Comp. R & Reg. 078Q,01-~4-c0~(5): 

Books and re;::ords .of the Trust are. ~eptattne office of the trust: 

2612\l'i/estwood .Drive 
N;~sh.vilfE!, Tenness.ee 37204 

Claims and underwriting recorQs are kept a(the olfice ofBSA located at 

1.04 Continental Place, SUjte 20() 
Brentwpq(j, Tennessee 37027 

LITIGATION AND CONTINGENT LIABILITIES 

As of March 31, 2013, the Trust had cor;nmilted no reserves fo cover any contingent liability .. 
variqus .lawsuits. against the Trust have arisen in !he normal course of business relating to 
workers' compensation claims.' .settlements: Lia!1ilities !!rising from litigation. are not 
considered materia/In relatlcmto the financial position of the Trust 
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... 

MAR.KET CONDl.JCT ACTIVITIES 
. . . 

In conjunction with this examination, a ma*etconc:!l!ot rev~w W!IS made of the Trust as of 
March 31 , 2013. The following areas were addressed: 

UNDERWRITING 

Underwriting -.Membership Files 

Tenn. Camp. R. & Regs. 0780'01"64·;08 (1j'(M~mtler8ofthfJPoo{), .states: 
"The board of trustees shall establish ~nderwrlting guic:!alin~~with respect to 
the addition of members to the pool as well as the renewal of Its members. At 
a mlnintum, .such underwriting gUidelines shall setforth requirements for the 
members to be able tq provide tbe pool eyic:!em:;e that th.e memb!lr is solvent. 
Each pool shall. file such guide!ihes !~~d !lriY amendments thereto with the 
Commissioner no later than thirty (~0) ·days prior to their proposed effective 
date .. " 

Duri~g the period of exall)inatioh, the Trust had pUblished UOc:!enwriting Gu.idelines that 
were used in the acceptance and rejection of underwriting ris~. The, guidelines, which were 
~led with the TDCLprlor to th.e period of examination, were found to be in compliance With 
th~ above rl.lltneouirements. 

D11ring the period of examihafloli, the Trust ~o!)due!ecl thirteen (1'3) member ac;tions, 
including. four (4}. new member additions and nine (9) member can.cellations .. AU member 
acticms we.re t)xamlned and (ound to be performed in.l!ccordan.ae with Trust Underwriting 
Guidelines and in oompllanoe with Tenn. Comp. Ft ~-Regs, Q11.1Q~o1~54-.08 (1). 

Underwriting • Rate and Premium Contributions 

Trust underwriting i'\lte and premium contributions were: examined for compliance with 
Tenn. Comp. R & ijegs. 0760-01-54-.10 (Rates aM R~t~ ,Repqtting). In cpmpliance with 
Section .10(4) of this rule, the Trust. filed with TOCI its loss cost multiplier {LCM) and . 
$upporting documents for each ye11r. during the period of examination. The Trust's use of 
th.e LCM was fur!hetverlftedlnthe reviewof'memberundl!uwritlogfiles, 

In the. examination of meniber undt)rwriting fl~. the exar:nlne.rs ~s!ld A~L :s.of!W!~re to 
randomly select fifteen {Hi) files from -the Trust's total membership of fifty-seven {57)' The 
E!xamihatlon focu.sed on the Trust's calculation of the members' estimated and audited 
premiums to incll!d!:l use of authorized. rates, experience modifi~ations, t:lnd discounts in 
determining member premium contributions for the p()licy year ending March 31 ,. 2013, As 
a result of th!l examinalio.n, there were no. exceptions. 
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ADVERTISING 

In the examin~non of Trusts advertising, items issued l!Y the Trust were examined in 
accordance with Tenn. CodeA11n. § 56-B-1 04 (1) (Misrepresentations and False Advertising 
of lnsurancEl Policies) and Tenn. Code Ann. § 56-8•104 (2) (False Information and 
Adverli~ing Generally). The Trust's ptint m~:~terial, !>ulll!lins, ;~nd intern.et website was 
examined in ·ac9Qrdance'with the statute and found to be in-:compliance. The Trust was 
found to have strong control$ inplaCllforlhe production and use ofall advertising materials 

, approved by (he Trust's administrator; ., 

CLAIMS REVIEW 

The Trust's processing of workers' compensation claims was examined for compliance with 
claims handling sta11dards as ~quired by the Departhient of Labor, Divi.sion of Workers' 
Compensation Tenn. Camp, R .. &Regs. 0~00,2-14. 

ACL software was used.to randomly select two samples fromthe cl!'lims population. One 
sample .of twenty-eight (2!!) .claim$ was selected from ninety, four (94} qpen .cl;;dms as of 
March 31, 2013, A secon~ sample gf twenty~lgh((28) claims was selected from seven 
tt(ousand, l!ix .. hundred thirty~six (7,6'36) clab·ns. thatwere ppened and closed during the. 
examination period, April 1, 2008, to March 31, 2013. lntot~l. a combined sample of fifty-siX 
(56~ cla1mflles was examined for compliance with Tenn. Comp. R. & Regs. 0800-2-14. As a 
result of the examination, the f(lllowing exception findings are noted by. rule section: 

Reporting Reguiremtnts 

There were eight (!!) exceptionS Where the Trust was unable to provide th.e ()rjginal paper 
claim file for examination, W!thoQf the original claim. file, .the examiners were unable ~o 
v~iify corn.pllanQewifh Tenn. Camp. R. & Regs. 0800-2"14. 

Tenn. Camp. R Ill Re.~s, 0800,2~14-.03 (1) requires employers to report accidel:lts to .their 
insurer within one (1) WOrking day of ~nowle,9ge of injury. In the· sample, there were 
eighteen (1 B) exceptions found where emPloyers failed !9 report an accident within five (5} 
orm()re WOtkil'lg days of knowledge ofthe injury.· 

Investigation 

Tenn. Cpmp. R. & Regs. 0800~2-14-.()6 requlrlfo> rn.edical rating and date of maximum 
inedital lmprpvemenl (MMI) by the treating physician, 11nd lnforrij~tion needed t(l settle a 
claim to be d?cilmented in writing,. and. that insurers make ;~n offer qf seltlemel1t in. writing 
within thirty (30) days ofMMI. In the sample ¢<amined, six (6) claim files did not contain the. 
medici!l impai!Tl)entdate of MMI, and settlement docume.nts. Of the six (6) files tested, 
three (3) files were related to aged claims (1997 ~ 2000}Ihat BSA inherited from the Trust's. 
fo!Tl)er TPA, SedgWi9k James. Although the documents were not availabl<! for examination, 
.the electronic. diary maintained on each claim contained information as to the agre~d MMI 
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and processing of claim se{tlell1!!nt. It is recommended the Trust maintain copies of ail 
medical impairment date of Mf\41 and .~ttleme~t d.ocUillents, where applicable. 

Payment of Benefits 

Tenn .. Camp. R. ll< Regs. QB00-2-14-,05 requires compensation payments for an inilliY be 
received by the claimant no .later than fifteen (11i) days after notice of in juri ahd that 
compensation benefits be issued timely to 11ssure the . Injured .. employee receives the 
benefits. bE-fore lh.e (late IIley are due. All sampled payments were madewithin.'l!Je required 
timeftame. · 

case Reserves 

The Trustestablished and maintained adeqUate reserves for known claims and expenses, 
claims in(:utre(l but not rep.orted (IBNR), and bad or uncollectible debt pursual)ttQ Tenn. 
Comp.Ft & Re!}s. 078Q,Q1•54-,11(4) . 

In 't!le examination of case reserves, the ell~ !!liner ~nsidered the reserve established in 
eaCh. case and. lhe .. ollerall reserve pattern present in the sampl!l. in determining ifthe Trust 
.established. and m~int11ined li!dequate reserves. The examiner found nq exceptions where 
tbe case reserve appeared. to l:le in;~de(lu<~te. h1 general, duriag the period of examination, 
the Trust exercised a. conservative ~eserve policY lh!i,t ~sulled in establishment of an 
a(iequate J'E)serve in compliance with rule requirements. 

POLICYHOLDER COMPLAINTS 

Co!llplainls for Workers, Compensation Claims ate h.al\dled .through tile Tennessee 
oep;~rtment of l.apor and Workforce Oevelopmerrt (TDOL). All infl)rmation .on bow t() 
request assistance i.s. poster:! ()0 the TOOl .website: www.tn.govllabor
wfdlwcomp.sh!ml. Tbe website also pr()vh:tes information assistance. related to the filing 
· ofa complainfand provides a C-40Aform for sul)ll1is~io!) o.f a request (()r <~ssislance. 

In th!l exalllination eifel alms in the c!laims review portion of the examinalit1n, the examiner 
reviewed two (2) files !.hat contained qopies of requests for assistance submitted by 
claimants through the TOOL web~ite• In each case, the examiner f!'!Viewed the request 
submitted by the .. cl<~imant and the response provided· by the Tr~st back to TOQL. In all 
case$, tbeTrust responded in compliance with TOOL requirements. 

PRIVACY OF.NON.PIJEILIC PERSONAL INFORMATION 

The Trust's members (policyholders) are commetc;iaf ~u~inesses. Tenn. C()mp. R. & Regs. 
07~()-1-72, {Prl\lacy of .. Consumer Information Regul<~tions), includes the following in the 
definition of ''Scope''; 
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"These ryles do notapply to information about companies or aboutlndividuals 
whO obtain products or service for l!uslness, commercial, or agricultural 
purposes.• 

BSA processes the. claims ofthe beneficiaries ofthe,workers' cornpensaiionpqlicies issued 
by the Trust ~o Its marnb!!rs.. In the agreemenHor "Specified Third Party Administrator 
Services" with the Trust, BSA!hcludes eonfid,entjali!y,and protection languagein Exhibit F, 
"Pan 1" as follows: , . 

"all electronically stored information made accessible by Brentwood I() 
TAASIT will not .under any c:ircumstanc.e .. be revealed or releas.ed .to any 
person or entity not directly in. t~e clecisioM hi eking process of handling the 
cl.aim to which tl1e. information refers; .• ,• 

The relationship of a llenE!fici<~l)' Is. ad!:lressed by Tenn. oomp. R & Regs.. 0780"1-nc 
.04(6)(b)5.. A ben!!lficiary in a. W()rkers' c()mpensation plan is. not. solely . censidered a 
consumer of the ''li~ehsee'' provided that. the '.'ll.ceri!leEI" d.oes .. not di$close nonpubllc 
inforrnC!tion (~bout the individu.al to a nonaffiliated third par\y. otherthan as permitt¢d l,lj\der 
Rules 07130+72·.14, 0.760-1-72-.15, a.nd 0760·1~72'-.16, · · 

ANTI-FRAUD PLAN 

Tl]e Trust has a fomnali~ed <mli~fraud. plan which was adopted ~uoe 10,.2009, and filed VJI]th 
the TDCI on ~une 29, 200$. The. "CompnustAGC .... Tennessee Artli"Fraud Plan' language 
is in compliancewith nnn. Code f\nn .. § 5!'!-47412(~), 
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SUBSE~UENTEVENTS 

(1) Pursuant to Tenn. Comp. R. & R&gj! .. 0180-Q1•54.24(1)(b}, the Tru.st on Fe!lruary 14, 
2014, reported defiGienpies to the TDCI fb~.the following fund years: 

Mllr<;h 31, 2.010 
March 31, 2009 
March 31 ,. 2007 
Marcti 31, 2000 
Marco 31, tll$9 
March31,1996 

Total 

February 14, 
.. 2014:..__ 

$ S<l3,894 
199,522 
~52;060 
5.7;3,354 
327,087 
26,742 

The Trust recruestep approval to transfer surplus to oover lhe knqwn fund year defiCits and 
po.!ential.addltionafdef!Cjts totalii19 $2,283,293on February 14, 2014,as.follows: 

March 31.. 2001 
March 31, 1998 
March 31, 1997 
March~1. 1995 

Total 

Ft;!brU!JlY 14, 
2014 

$ 243.416 
60,0oo. 

1,930,45p 
49.422 

· $2;283:2Qa 

011 March.·• 17, 2014, the. TD.CI approved the surplus transfers in appordanoa wlth Tenn. · 
Comp. R. & Regl!, 0780-01-54.24(1)(1!) In oonjun.clfon with the approval of a requested 
refund. 

{~}Arf!fund of $1,000,000 from !he Fund Years ending March 31, 2003, 2004 and 2006 
were di$!i"lbuted to the Members during the last half offvl~roh 2014. The request for this 
dis.tributionwas made to the lDCI on February·18, 2m4, and subsequently approVed by 
theTOCI on March 17,2014, ··· · 

(3) The TenneSl!ee Wqrkers' Compensation Refonn Act of 20.13 became affective July 1, 
2013, and is the most significant .revision to the Tennessee workr;Jrs' compensation law 
since .the original 1919 act W!)s paSl!ed. lhe 2013 Workers' Compensation Reform Act 
appliijstoinJUries that oceur on at after July 1, 2014; 
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(4). The Trust and .BSA entered into a new agreement· to provide "Specified Third Party 
Administrator Servl~s·. The agreementWa~ filed with the Commissioner (ln .si!ptember 10,. 
2013, with an effec!iv!! date ofApril1, 2013. The Titlst's s~;bmission of the ag;eement to 
tile Commissioner after the effective date did not meet the requjret)'lentotrenn. Comp, R. & 
Regs. 0780-01~54J)5, This issue is noted in the ''Recommendations· Section· of this 
examination report. · . . 

, , (5) The Trust added an addendum to its "lnCiividual Cl,lsiQdi;Jr;.Agreement" with Pinnacle 
. Bank in order to become compli<:~nt with TDCI Rule. 0780·01-46 and TDCI Rule 0780-01-
. 54;13(4). ThE! addend~.rhwas effective July 29, 2014. 

(6). The Trust's engagE!rnertl with its previot.~s !JCC<iuntanf, Fox & Ko.lb Associates, PLLC, 
ended (!n Jul¥ 31, 2014, The Bo.ard of Trustees on July; 8, 2014, approved a contract with 
KraftCPAs, PLLCto provide aqcountii)g servi~es beginningAugust 1, 2014. 

(7) On May1, 20,14, Mr. William "Bill" B.)'oung sybmitted an applicatiordo the TDCI fpr an 
administrator license in an .effort to meet thE! rE!qUiremE!Iilll oHenn, Comp. R. & Re,gs., Ch: 
0780-01"5•h07. Mr,Young's ajlplit;lllion meHherequlretnents ofTenn .. Comp. R. & Regs., 
Ch, 0780-01-54•.07(3) and on May 16, 2014, he re~ived his "Certificate. of Authority 
Adm..in.istrator pfSelf-lnsured Workers Compensatlon,Pools". 

(8) lhe Board of Trustees art October 9, 2013, voted to engage a new actuary. Effective 
October(}, 2013,.the Trust hired By The Num.bers Actuarial Consulting, Inc. 

(9) The Trust's aud.ited finan~i!ll sl!lteme~ts as of Marcl'l.3.1, 2014, submitted to theTDCI. 
reported !iJat less than. eighty~live (85%) l)f its .netassets were maintaint;~d in permitted 
im!estlllents in accordan~ With Tenn. Co'mp. R. lie Regs., Ch. 0780,01.54-.13.; T~e Trust 
reported lh!li7M% ofit$ net assets wereinvested pui$1Jallt Tenn. 'Camp. R. & Regs., Ch. 
0780'01-54-.13. 

(10) Effective. August 21, 2014, the B.oard ofTrustees approved a third amendment to the. 
declaration oftt'IJstand bylaws. This third amendment proviQes for the replacement Of the 
chairman, vice <ihairjiJan and secretary in the event of death, resignation, ln~bilit.Y or refusal 
t<l act or rem~val. · . . . · · 

(.11) In orcl11r to insure the continuation of effe¢tiliemanagement and oversight of the 
opl!lration 9fthe TMll, the Trustees fprmaJized a Written "Succession Plal'l for the 
Cc:iir!pTrustAGC ... Tennessee" by vote on October9, 2014, made effective as.of August 
21, 2014, The Plan addresses the course of?ction to be followed in the event of an 
unexpected.tel'lliJorary absence or the permanent.al;lsence of the Trust:s Administrator, 
This Plan further describes the. duties to be carried outb)'the temporary or permahE!nt 
replacement installed asMmini$frator. 
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FINANCIAL STATEMENTS 

There follows a ball!nce sheetand a statement ofoperetlons and fund balance as of March 
31, 2013, for the period under review, aseslcjbllshed by this examination: . 

BALANCE SHEET 

Assets. • .·· 
Cash and cash i!;Juivalenbl 
Marketl!ble Securities- Municipal Bonds . 
Acep!lnts r'eeeiv~~re:. Regu.lar·Premiums 
Accout'lts receivable: ReinsuranCf) · 
Accounts reci!lvable: .Audit Premiums 
.Accrued investmenfincome 
Prepaid Expenses 
lhliestrrie~lf'roplilctY,. netof aCCL!O'JUiated d\!!pre.ciation $13,486 

Total 

Liabilities and Member& .. Eguitv 
Loss and loss-adjustment expense reserves 
Audit pterriiurris payl:1~11i! 
Premium deposits · 
Advance premiUms. 
Acco!.liitspe,yable and acerued e~pf\nses 
Premium faxes payable · · · 

Tofal Liabilities 

Accumulated ·other·comprehenslve. income 
Retll.ined.eati)i!Jg.s 

Total Membern' equity 

Total 

26 

-, i . 

""·'! 

$ 2,165,648 
10,116,451 

236;07!} 
4{t,942 

352,785 
1.27.629 
261,113 

1;223,553. 

$ 14,529.200 

$ 8,070,622 
•33'1,207 
533;187 

2,793 
.247,4!39 
109.410 

9,294,708 

304,493 
4.929,999 

5.234.492 
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STATEMENT OF OPI:RATIONS AND FUND BALANCE 

Revenues 
Premiums Earned. 
lnve~>tment income 

Total revenues 

Expenses '· 
Claims and .claim adjustments 
Service fees 
Excess insurance 
Premium taxes 
Commissions 
Safety and loss c~;mtrol 
General and adllliplstra!ille el<pe.n$e 

TOtal expenses 

· Income before illcome taxes 

lncC)Ille tax expense. 

Net'lncome 

Holdin9 (lt)ss) arising during the. period " net of tax of $11,552 
Reclassifiqalion adjustment for (gains) . on marketable securities· 
included in, net income~ net of taxa.f$1 ,564 

Totai other comprehensiVe Joss 

Comprehensiy¢.lncome 

T~'nn~ae oeparlmerit dfiC6mrtierce and:'lnaur:ar;~ce 21 

$5,007,962 ' 
308,569 

5.316.551 

1,736,069 
334,075 
443,664 
119;556 
259,706 
556,336 
397.700 

3.651.312 

789.556 

675,683 

(22,424) 

(3.035) 

(25.459) 

$·650.224 
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COMIIIJENTS AND REC.OMMENDA TIONS 

Comments 

(1) A l.etter signed.by t.~e Commissioner .and dli!t!id December 21, 2010, grantecl the Trus! 
approval to PU<Cha~>e real property puf'liut~nt to TN Rules.& Regs. 0780.01·94·.13(3) 
(revised effective March. 16, 2009). On December 29, 2010, the Trust purchased land. 
and a building located at 2612 Westwood Drive, Nashville, Tennessee. 

' ./, 
The Trust's investment in ~eal pf(lperty .is income producing. As of June 1, 2014, the 
Trust had Wee (3) building lease agreement~· E!nd one (1) lease agreement for the 
parking lot. The combined. annual rentalinc.ome isapproxlrnately$125;0oo per year. 

The Trust's investment in real property; net of depreciation, rose from $1,22M53 to 
$2,025;786. per the Audil.ed Financial St~tements as of M11rch 31, 2013, 11nd. March 31, 
2014, . respectively. 

Due. to the increase in the investment ill real property, the Trust Will. need to continue to 
mtmijgr its asset composition for future financil!l statements submitted to the TOOl, in 
order to meetthe inves!rrient requirements o{Tenp . .Comp. R. B. Regs., Ch. 0780·01·54· 
.1~(1) and{2). 

(2)The Trust, tn.rough the efforts or its Qlltside cpunsel, received an excess insutan~;e 
recovery in .. M!lrch ~012 frpm Reliance·lnsuranoe Company (Reliance)(in liquidation) il'l 
the amQunt of ~4.a9a. This payment was forty percent (40%} .of the $12,246 total 
rec<Jvery recognized by the.fjcjui(jator of Reliance . 

. This was the first excess insurance recovery the, ·Trust received since Reliance. was 
placed in liquidation on October 3, 2001, by the Commonwealth OourtofPennsylvanfa. 

Recommendations 

(1) It is recommended that !heTtust implement contr<Jis in order to ensure compliance With 
t~eflling requirements ofTenn. Comp. R. B. ~egs. Q7&()..01·54,05, Any aniendmE!ntsto 
the. l)r9anizafiollal dilcuments of. written cont.racts required to .. be provided t~ lhfi!' 
Commissioner, pursuant.{(). Tenn. Comp.R & Reg<J. '0780·01·54·.04; must be 1iledwith 
the ComrrlissiOner no iate,rJh;i!l1 thirty (30) days. prior to the proposed effective date .of 
tne ¢0t'ltract. 

A third patty administrator service C~greement With BSA, ef!ective April 1, 2010, was 
sigAed by the Chairman qf the Board of Trustees of the Trust and the. presidi:ml and 
GEO. of 8SA on August 26 •. 2010, and Augus.t 3.0, 2010, respectively. The Trust's 
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submission of t.h.e agreement to the Commiss.iQIJI!r ·atter t~e effective date. did not meet 
the requirement qfTenn. Comp, R. & Regs. 0780•1"54,05, 

(2} It is recommended that the Trust putin place controls .in order to maintain eightr-five 
(85%) of its n~;~t assets in permitted .investmlilnts in. ascordanoe with Tenn. Comp. R. & 
Regs,. Ch, 0780:,01-54-.13(1) and (2). · ' 

· · (3.) Th!!! trust's actuary did. not submit to !hi! TDCI <il letter certifying that the Trust did not 
need to purs.hase aggregate exces:s of loss in~urance cq\/erage· for the. policy years 
beginning APril1, 2012. and Aplil1, 2013. It i!S recom!llended that tht:!Trust establish 
~ntrols in ortlertoachieve compliance with Tenn •. Camp. R: 11. Regs., Ch. 0780-01-S4-
.04(~}(c)(1) and submit to. the TDCI .an actualially justified request to forgo the 
procurement of aggregate exc!!ss of lo~s i!'la!JranC~;~. · · · 

(4) It is recomrne,nl;led thatlhe Trust refine lis internal controls in order !9 mqre ®mpletely 
complywilh the claim-handling r!!qulre"'ent~ ofTenn. Comp. R. & Regs: 0800~2.44 -
Claims-Handling Standards, T('tese eXCePtions werl! dis(:IQSed in the Claims RevieW 
SQbSI;!ctiqn oftheMarketConduct ActiVities s~qtlon of this examination report 
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CONCLUSION 

Insurance examination practices and procedures, as promulgated by the Na!iona! 
Association of Insurance Cornrni$sioners, have been rollowed in conneclion Willi the 
verification and valuation .Of aasels and the de!ennination of liabilities of 
CompTrustAGC ... T~;~nnessee. Jl\ddiiionally, renriessee Q<lde Anno.tated and Tenne!)see 
Comprehensive Rules and Regulations have been fonowl!d in connection with ihe 
verification and valuation Qf assets and the determination of liabiDiies oftbe Trust. 

In such manner, It was determined that, as.QfMai61J ~1. 21:)13, the TrUI;;t had assets of 
~14,!)2~.2Q0and liabilitiesof$9,294,708. Thus, lh¢rEfe1(1$1ed for theadditignal proteofion·of 
the ml!mbers of 11\e TI"Ust, lhe.arnount of $$,234,492. in the form of members' equity. · 

The courteous cooperation exteMect bY the Cnalrm.an oftlleTrust's B.oard of Trustees, the 
Trusfs. Administrator and his assistant, re!Jtese!lta!lves . of Brentwood Services 
Admlnistrl\llors, lnc.,(epresentatives of Crowe HoiWath. LLP,. repre.sel1tatives of Fox & KQib; 
AssQclat~s. P~LC, and r!!PresentaUVell Qf Casualty Actuarial Consulta!lts, Inc .• during tile 
course of the examination Is herebyackrigwledged. 

In addiUO!l to the Undersl!)ned, Gregory Bronso~. CIE~ AMCM, ALMI. A!RC, Insurance 
Examiner, .Keith Pa~erson, Insurance Examiner, and Brian · Sewell, CFE, lnsurail<;~ 
EXaminer, representing 'the State o!Tenoessee. participated .in the work of this examination. 

Respeclfullysubmitted, 

James T. Pearce,.Jr. 
Insurance ~amJner 
·State of Tennessee 
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AFFIDAVIT 

The l!n(ierslgned deposes and states to;it he has duly executed the attached examination 
repqrt qfCqmpTrustAGC •.. Tennessee dated S.eptember 1Q, 2.014, and made as of March 
31, 2013, on behalf of the. Department of Commercj;j and ln13urance, State of TEmne.ss.ee. 
Deponer]t further states he is familiar. with such instrument and the conte11ts thereof, and 
that the facts therein set fOrth are true to the bestofhls knowledge,. information, and belief. 

" '. ' - ' .. --

State ·de .. r\I)~V 
County J6~U~rl;;un?l . 
Sl!bScribed to and .sworn before. me 

·this q+n day.ot :.J9.tce..mhw ,, 2014 

My Commission Expires: {1/o&/J.o/1 
I I · 

.~ "J·; f~, 9· 
James T. Pearce, Jr. 
tlis!ltance Examiner 
State of :rennessee 
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