
Mississippi Workers' Compensation Commission
1428 Lake1and Drive / Post Office Box 5300

Jackson, Mississippi 39296-5300
(601) 987-4266

Fax (601) 987-4237
httD://www.mwcc.state.ms.us

Liles Williams, Chairman
Barney J. Schoby, Commissioner
John R. Junkin, Commissioner

Honorable Eric Clark
Mississippi Secretary of State
PO Box 136
Jackson,MS 39205

Dear Secretary Clark,

The Mississippi Workers' Compensation Commission is herewith filing the final version
of its General Rule 7. Proposed changes to Rule 7 were previously filed with your office in
accordance with the Administrative Procedures Law, and after considering public comments, a
final rule has been adopted by the Commission. This Rule shall become effective November 1,
2007.

The Commission has the authority and obligation to propose, and to ultimately enact,
these rules pursuant to Miss. Code Ann. sections 71-3-75 and 71-3-85(3), (5), (6) (Rev. 2000).
An Order adopting this Rule is attached, along with the final rule and the proposed rule for
companson.

Please receive these documents for filing in accordance with the Mississippi
Administrative Procedures Law, and publish same in the Administrative Bulletin maintained by
your Office.

Enclosures

Scott Clark, Senior Attorney

October 1, 2007



MISSISSIPPI WORKERS' COMPENSATION COMMISSION

IN THE MATTER OF:

ADOPTION OF CHANGES TO MISSISSIPPI WORKERS' COMPENSATION
COMMISSION GENERAL RULE 7

ORDER

This matter came before the Commission to consider the adoption of changes to Mississippi

Workers's Compensation Commission General Rule 7. The Commission, after having given public

notice of these proposed changes, having held a public hearing thereon, and having heard and

considered the public comments offered by interested parties, does hereby find and order as follows,

to-wit:

I.

On or about August 29,2007, the Commission filed notice with the Secretary of State of its

intent to adopt certain changes to General Rule 7, in compliance with the provisions of Miss. Code

Ann. §25-43-3.101 et seq. (Rev. 2003), as amended. This notice advised that a public hearing on

the proposed changes would be held at the Office of the Commission on September 20, 2007.

II.

A public hearing to receive comments on these proposed changes to General Rule 7 was held

at the Mississippi Workers' Compensation Commission building on September 20, 2007. All

interested parties were given the opportunity to present their views, opinions, and suggestions, and

to ask questions of the Commission relative to the proposed changes to General Rule 7.

lli.

The Commission, after having considered all of the relevant evidence, research, written and



oral comments, and opinions, has detennined that it will be in the best public interest to amend

General Rule 7 in accordance with the notice previously filed by the Commission. In certain

instances, the final rule adopted by the Commission differs from the proposed rule, but the

differences are clearly within the scope of the matter announced in the previously filed notice of

proposed rule adoption, are in character with the issues raised in the previously notice of proposed

rule adoption, and represent a logical outgrowth of the contents of the previously filed notice and the

comments submitted in response thereto. Furthennore, the previously filed notice provided fair

warning that the outcome of this rule making proceeding could be the rule we adopt this day in that

the persons and parties to be affected by this rule should have understood that the proposed rule

could affect their interest, and neither the subject matter of the rule nor the effect of the rule adopted

this day differ in any unforeseeable or prejudicial way from the proposed rule.

IV.

A copy of the final version of General Rule 7 is attached hereto, along with the proposed rule

as previously filed, all of which is hereby incorporated by reference as if fully copied herein, and is

hereby ADOPTED as a final rule of the Commission with an effective date of November 1, 2007.
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(A) SELF-INSURERS - GENERAL PROVISIONS. Any employer desiring to
qualify as an individual self-insurer, or any group of employers desiring to qualify as a group
self-insurer, and carry its own risk under the provisions of section 71-3-75 of the Act shall make
application on a form provided by the Commission, and shall be required to reply fully to all
inquiries made thereon.

(1) In no event shall an application for self-insurance be approved unless the applicant is
willing and able to furnish adequate security for the payment of its obligations under the Act, and
the type and amount of such security shall be determined by the Commission and in no event
shall be less than $100,000.00 unless otherwise ordered by the Commission. Each application
will be considered upon its merits with strict regard to the hazards involved and the financial
strength of the applicant.

(2) No record or any information concerning the solvency and financial ability of any
applicant for self-insurance, or of any approved individual self-insurer or group self-insurer, and
no other information which is deemed confidential by other provisions of law, which is acquired
by the Commission shall be subject to public inspection, nor shall any such information be
divulged by the Commission unless consented to by the applicant or pursuant to subpoena or by
order of a court of competent jurisdiction.

(3) Upon approval of any application submitted hereunder, the Commission may
continually monitor the financial status of the individual self-insurer, or group self-insurer, and
may require, at the expense of the individual self-insurer or group self-insurer, periodic financial,
actuarial or other such audits, statements or reports as the Commission deems necessary to
ensure that the financial status of the individual self-insurer or group self-insurer remains
satisfactory, that its liabilities remain adequately funded, and that its obligations under the
compensation law are being promptly met. So long as there is no accumulation of accrued
benefits or other circumstances concerning the individual self-insurer or group self-insurer which
are sufficient, in the Commission's sole determination, to cause doubt as to the individual self-
insurer's or group self-insurer's ability to satisfy its continuing obligations under the Law, then
there shall be no effort to require further bond or posted securities, or terminate the certificate of
authority to act as an individual self-insurer or group self-insurer. However, the Commission
reserves the right to require further or additional security from the individual self-insurer or
group self-insurer or to institute proceedings requiring the individual self-insurer or group self-
insurer to show cause, if any, why its certificate of authority to act as a self-insurer should not be
terminated when, in the Commission's discretion, such action is warranted.

(4) The security posted or the indemnity bond held by the Commission shall be for the
benefit of, as applicable, the Mississippi Workers' Compensation Commission, the Mississippi
Workers' Compensation Individual Self-insurer Guaranty Association, or the Mississippi
Workers' Compensation Group Self-Insurer Guaranty Association, ("Individual Association" or
"Group Association") as security for the payment of the self-insurer's or group self-insurer's
covered claims and other obligations under the Law; for the expenses incurred by either
Association, as applicable, in evaluating, adjusting, defending, or settling the self-insurer's
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covered claims; and for any assessment made against the individual self-insurer or group self-
insurer pursuant to the Guaranty Association Act, Miss. Code Ann. §71-3-151 - 181 (Rev.
2000). The security posted or the indemnity bond held by the_Commission shall also be for the
benefit of the Commission to the extent of any assessment made against the individual self-
insurer or group self-insurer pursuant to the applicable provisions of the Act. Any bond or other
security held by the Commission shall not be returned to a self-insurer or released any earlier
than at least one (1) year after the last known claim against such self-insurer has been closed in
accordance with the provisions of the Act.

(5) All individual self-insurers and group self-insurers are required to furnish the
Commission safety reports at least annually, according to the schedule or time fixed by the
Commission. Such reports are to be made by a safety engineer, or some other experienced party
competent to make safety surveys and reports, and shall be in the format prescribed by the
Commission.

(6) All individual self-insurers and group self-insurers shall file with the Commission a
statement of financial condition audited by an independent certified public accountant on or
before the last day of the sixth month following the end of the individual self-insurer's or group
self-insurer's fiscal year.

Additionally, at least every three years, or more often if prescribed by the Commission,
every individual self insurer and group self-insurer shall file with the Commission, from a
Member of the American Academy of Actuaries or other Commission approved qualified loss
reserve specialist, a statement which shall include, but not be limited to, the amount of
actuarially appropriated reserves for (1) known Mississippi claims and expenses associated
therewith, and (2) Mississippi claims incurred but not reported and expenses associated
therewith, which reserves shall be shown as liabilities.

All applications for the right of self-insurance are granted upon the express condition that
said self-insurers file promptly and completely all reports required of them by the Commission.

(7) Any applicant for self-insurance not approved by the Commission shall be given
fifteen (15) days from the date of notice of rejection to procure other insurance coverage which
satisfies the requirements of the Act.

(B) GROUP SELF-INSURERS.

(1) Authority to Act as a Workers' Compensation Self-Insurance Group. No
person, association or other entity shall act as a workers' compensation self-insurance group
unless it has been issued an annual certificate of authority by the Mississippi Workers'
Compensation Commission. Such certificate of authority must be renewed annually on or before
the anniversary date of the original award of group self insurance.

(2) Qualifications for Initial Approval and Continued Authority to Act as a
Workers' Compensation Group.



a. Before a group of employers may file an application seeking authority to act as a self-
insurer, they must demonstrate the need to form such a group to the satisfaction of the
Commission. The potential group self-insurer must show cause as to why a new group self-
insurer should be approved. This may be through written presentation, oral, or both, at the
direction of the Commission. Once the Commission approves the demonstration of need to form
a group self-insurer, the proposed self-insurance group shall file with the Commission its
application for a certificate of approval accompanied by a non-refundable filing fee in the
amount of Five Thousand Dollars ($5,000). The application shall include but not be limited to
the group self-insurer's name, location of its principal office, date of organization, name and
address of each member, together with the following:

(1) A copy of the articles of association, if any;
(2) A copy of the bylaws of the proposed group self-insurer;
(3) A copy of agreements with the administrator and with any and all service

compames;
(4) A copy of the agreement between the group self-insurer and each member

securing the payment of workers' compensation benefits, which shall include provisions for
payment of assessments as provided by Law;

(5) Designation of the initial board of trustees and administrator;
(6) The address in this State where the books and records of the group self-

insurer will be maintained;
(7) A pro-forma financial statement and any other documents required by the

Commission on forms acceptable to the Commission showing the financial ability of the group
self-insurer to pay workers' compensation obligations of its members;

(8) Proof of payment to the group self-insurer by each member of not less
than 25% of that member's first year of estimated annual premium as defined by the Commission
on a date prescribed;

(9) Public group self-insurers must submit authorization from the governing
authorities of each proposed member allowing participation in such a group self-insurance
program with other political subdivisions or state agencies, boards, commissions or other public
entities;

(10) Rates, Rating Plans, (including all rating elements and formulas, e.g.,
experience rating factors, discounts, Schedule Rating Plans, etc.) and classes of business to be
written must be submitted for, and approved by the Commission, prior to a certificate of
authority being issued. If a group self-insurer wishes to follow the National Council on
Compensation Insurance for all rating plans and procedures, only rates and classes will have to
be submitted for approval and the group self-insurer is exempt from Section 4(a)(l).

b. To maintain its certificate of approval for group self-insurance the group self-insurer
must comply with the following provisions and supply the following items to the Commission:

(1) A combined net worth of all members of at least $1,000,000.00;
(2) Each group self-insurer shall submit to the Commission a statement of

financial condition audited by an independent certified public accountant, approved by the
Commission, on or before the last day of the sixth month following the end of the group self-
insurer's fiscal year. The financial statement shall include, but not be limited to, actuarially



appropriated reserves for (a) known claims and expenses associated therewith, (b) claims
incurred but not reported and expenses associated therewith, (c) unearned premiums and (d) bad
debt, which reserves shall be shown as liabilities;

(3) An actuarial opinion regarding reserves for (a) claims and expenses
associated_therewith and (b) claims incurred but not reported and expense associated therewith
shall be submitted to the Commission. included in the audited financial statement;

(4) Rates, Rating Plans, (including all rating elements and formulas, e.g.,
experience rating factors, discounts, Schedule Rating Plans, etc.) and classes of business to be
written must be submitted for, and approved by the Commission, at least ninety (90) days prior
to the renewal date in order for the group self-insurer's certificate of authority to be renewed. If
a group self-insurer wishes to follow the National Council on Compensation Insurance for all
rating plans and procedures, only rates and classes will have to be submitted for approval and the
group self-insurer is exempt from Section 4(a)(l);

(5) Unless relieved by the Commission, an actuarial rate analysis will be
performed annually and presented to the Commission in conjunction with the submission of the
items mentioned in part (b)(4) above. This analysis will include all classes to be written by the
group self-insurer. The actuarial opinions and rate analysis shall be given by a Commission-
approved Member of the American Academy of Actuaries or other Commission-approved
qualified loss reserve specialist as defined in the annual statement adopted by the National
Association of Insurance Commissioners, or any other qualified entity approved by the
Commission.

(6) Security against unpaid claims in case of insolvency as prescribed by the
Commission which shall be provided by either a surety bond, financial security endorsement,
guaranty agreement, or such other security as may be required by the Commission, continued
membership and payment into the self insurance guaranty fund in an amount specified by the
Commission, or any combination thereof. The Commission may adjust from time to time the
requirements for the amount of security based on differences among group self-insurers in their
size, types of employment, years in existence, financial status or other relevant factors;

(7) Specific and/or aggregate excess insurance in a form and in an amount by an
insurance company acceptable to the Commission;

(8) An indemnity agreement jointly and severally binding the group self-insurer
and each member thereof to meet the workers' compensation obligations of each member. The
indemnity agreement shall be in a form prescribed by the Commission;

(10) A fidelity bond for the administrator in a form and amount acceptable to_the
Commission.

(3) Examinations. The Commission may examine the affairs, transactions, accounts,
records, assets and liabilities of each group self-insurer as often as the Commission deems
advisable. The expenses of such examinations shall be assessed against the group self-insurer.

(4) Board of Trustees: Membership, Powers, Duties, Prohibition. Each group self-
insurer shall be operated by a board of trustees which shall consist of not less than five persons
whom the members of a group self-insurer elect for stated terms of office. At least two-thirds of
the trustees shall be employees, officers, or directors of members of the group self-insurer. The
group self-insurer's administrator, service company or any owner, officer, employee of, or any
person affiliated with such administrator or service company shall not serve on the board of



trustees of the group self-insurer. All trustees shall be residents of the state of Mississippi or
officers of corporations authorized to do business in the state of Mississippi. The board of
trustees of each group self-insurer shall ensure that all claims are paid promptly and take all
necessary precautions to safeguard the assets of the group self-insurer.

The board of trustees shall:a.

(1) Maintain responsibility for all monies collected or disbursed from the group
self-insurer. Unless otherwise required by the Commission at least 70% of the premium as
determined by the Commission shall be for the sole purpose of paying claims, allocated claims
expenses, reinsurance or excess insurance, and special fund contributions, including second
injury and other loss related funds. The remaining premium shall be for the payment of taxes,
general regulatory fees, and assessments, and administrative costs. The Commission may
approve an administrative fund account of more than 30% and a claims fund account of less than
70% only if the group self-insurer shows to the Commission's satisfaction that (a) more than 30%
is needed for an effective safety and loss control program or (b) the group self-insurer's
aggregate excess insurance attaches at less than 70%;

(2) Maintain minutes of all board meetings and make such minutes available to
the Commission;

(3) Designate an administrator to carry out the policies established by the board
of trustees, provide day to day management of the group self-insurer, and delineate in the written
minutes of its meetings the areas of authority it delegates to the administrator;

(4) Retain an independent certified public accountant to prepare the statement of
financial condition as required by the Commission;

(5) Will adopt and be responsible for maintaining an investment policy which will
permit no more than 30% of investments in equities, unless otherwise approved by the
Commission.

b. The board of trustees shall not:

(1) Extend credit to individual members for payment of a premium except
pursuant to payment plans approved by the Commission;

(2) Borrow any monies from the group self-insurer or in the name of the group
self-insurer except in the ordinary course of business, without first advising the Commission of
the nature and purpose of the loan and obtaining prior approval from the Commission.

(5) Group Membership; Termination and Liability.

a. An employer joining a workers' compensation self-insurance group after the
group self-insurer has been issued a certificate of approval shall (1) submit an application for
membership to the board of trustees or its administrator and (2) enter into the indemnity
agreement required by this Rule. Membership takes effect no earlier than each members' date of
approval. The application for membership and its approval shall be maintained as permanent
records of the board of trustees.



b. Individual members of a group self-insurer shall be subject to cancellation by the
group self-insurer pursuant to the by-laws of the group. In addition, individual members may
elect to terminate their participation in the group. The group self-insurer shall notify the
Commission of the termination or cancellation of a member within ten (10) days and shall
maintain coverage of each canceled or terminated member for thirty (30) days after such notice,
at the terminating member's expense, unless the group self-insurer is notified sooner that the
cancelled or terminated member has procured workers' compensation insurance, has become an
approved individual self-insurer, or has become a member of another group self-insurer. The
Commission may terminate any member of a group self-insurer. Any member that owes
undisputed premium or assessment to a group self-insurer will be prohibited from joining any
other self insurance groups or becoming a self insurer until such debt is paid.

c. The group self-insurer shall pay all workers' compensation benefits for which each
member incurs liability during its period of membership. A member who wishes to terminate its
membership or is canceled by a group self-insurer remains jointly and severally liable for
workers' compensation obligations of the group self-insurer and its members which were
incurred during the canceled or terminated member's period of membership.

d. A group self-insurer member is not relieved of its workers' compensation liabilities
incurred during its period of membership except through payment by the group self-insurer or
the member of required workers' compensation benefits.

e. The insolvency or bankruptcy of a member does not relieve the group self-insurer or
any other member of liability for the payment of any workers' compensation benefits incurred
during the insolvent or bankrupt member's period of membership.

(6) Service Companies.

a. No service company or its employees, officers or directors shall be an employee,
officer, or director of, or have either a direct or indirect financial interest in, an administrator. No
administrator or its employees, officers or directors shall be an employee, officer or director of,
or have either a direct or indirect financial interest in, a service company. All contracts shall be
made available to the Commission upon request.

b. The service contract shall state that unless the Commission approves otherwise the
service company shall handle, to their conclusion, all claims and their obligations incurred
during the contract period.

(7) Other Reports.

a. The Commission may prescribe the format and frequency of other reports which may
include, but shall not be limited to, payroll audit reports, summary loss reports, and quarterly
financial statements.

b. The Commission may also prescribe that information be submitted in a data form to
the Commission so that the Commission may prepare its own reports and to satisfy oversight



responsibility. In any case, non cooperation, incomplete or improper
hearing for revocation.

(8) Rates and Reporting of Rates.

a. Each group self-insurer shall be audited at least annually, unless relieved by the
Commission, and by an auditor acceptable to the Commission to verify proper classification,
experience rating, payroll and rates. A report of the audit shall be filed with the Commission. A
group self-insurer or any member thereof may request a hearing and review by the Commission
on any objections to the classifications, experience rating, payroll or rates. The Commission
may, in its discretion, convene a hearing for such purpose or consider the request without a
formal hearing. If the Commission determines that as a result of an improper classification, a
member's premium is insufficient, the Commission may order the group self-insurer to assess
that member an amount equal to the deficiency. If the Commission determines that as a result of
an improper classification a member's premium is excessive the Commission may order the
group self-insurer to refund to the member the excess collected. The Commission may grant such
other relief as may be appropriate under the circumstances. The audit shall be at the expense of
the group self-insurer.

(9) Refunds.

a. Any monies for a fund year in excess of the amount necessary to fund all obligations
for that fund year may be declared to be refundable by the board of trustees with the approval of
the Commission and be payable not less than twelve (12) months after the end of the fund year
for which such refund has been approved.

b. Each member shall be given a written description of the refund plan at the time of
application for membership. A refund for any year shall be paid only to those employers who
remain participants in the group for the entire fund year for which such refund has been
approved. However, payment of a refund based on a premium fund year shall not be contingent
on continued membership in the group after that fund year for which such refund has been
approved.

(10) Payment of Premium.

a. Each group self-insurer shall establish to the satisfaction of the Commission a
premium payment plan which shall include (1) an annual payment by each member of at least
25% of that member's annual premium before the start of the group self-insurer's fund year and
(2) payment of the balance of each member's annual premium in monthly or quarterly
installments.

b. Each group self-insurer shall establish and maintain bad debt reserves based on the
historical experience of the group self-insurer or other group self-insurers.

(11) Deficits and Insolvencies.

submissions may result in



a. If the assets of a group self-insurer are at anytime found by the Commission to be
insufficient to enable the group to discharge its legal liabilities and other obligations and to
maintain the reserves required of it under the Mississippi Workers' Compensation Act and the
provisions herein, it shall forthwith make up the deficiency or levy an assessment upon its
members for the amount needed to make up the deficiency.

b. In the event of a deficiency in any fund year, such deficiency shall be made up
immediately, either from (1) surplus from a fund year other than the current fund year, (2)
administrative funds, (3) assessments of the membership, if ordered by the group self-insurer or
the Commission, or (4) such alternate method as the Commission may approve or direct. The
Commission shall be notified prior to any transfer of surplus funds from one year to another.

c. The Commission may deem a group self-insurer insolvent if:

(1) it fails to make and collect the assessments to overcome recognized
deficiencies; or

(2) it is unable to pay its outstanding lawful obligations as they mature in the
regular course of business, as may be shown either by an excess of its required reserves and other
liabilities over its assets or by its not having sufficient assets to reinsure all of its outstanding
liabilities after paying all accrued claims owed by it.

The Commission shall levy an assessment upon the members of an insolvent group self-
insurer sufficient to discharge all liabilities of the group, including the reasonable cost of
liquidation.

(12) Revocation and Non-Renewal of Certificate of Authority.

a. After notice and opportunity for a hearing, the Commission may revoke a group self-
insurer's certificate of approval or authority if (1) it is found to be insolvent, (2) fails to pay
assessments, fines, or other payments imposed upon it, (3) fails to comply with any of the
provisions of the Mississippi Workers' Compensation Act or rules promulgated there under, (4)
any certificate of approval that was issued to the group self-insurer was obtained by fraud, (5)
there was a material misrepresentation in the application for the certificate of approval, (6) the
group self-insurer or its administrator has misappropriated, converted, illegally withheld, or
refused to pay over upon proper demand any monies that belong to a member, or employee of a
member, or a person otherwise entitled thereto and that may have been entrusted to the group
self-insurer or its administrator in its fiduciary capacities, or (7) for other good cause.

b. Non-renewal of the annual certificate of authority shall be at the discretion of the
commission and shall not require a hearing.

c. Any group self-insurer which ceases to act as a self insurer shall remain subject to
regulation by the Commission until such time as all claims are paid and an appropriate amount of
time, as determined by the Commission, has passed to insure that no additional liability under the
Act will be incurred. This rule applies whether the privilege of self insurance has been
surrendered voluntarily, or has been lost through non-renewal, revocation or other act or



occurrence. During this time of continuing regulatory oversight by the Commission, all reports
required by the Commission will continue to be submitted by the group self-insurer as will any
additional reports required by the Commission. The Commission maintains the ultimate
responsibility for regulation throughout said process up to and including the installation of a new
group self-insurer if the Commission so warrants, or final dissolution.

(13) Definitions.

a. "Administrator" means an individual, partnership or corporation engaged by a
workers' compensation group self-insurer's board of trustees to carry out the policies established
by the group self-insurer's board of trustees and to provide day to day management of the group
self-insurer.

b. "Commission" means the Mississippi Workers' Compensation Commission.

c. "Service Company" means a person or entity which provides services not provided by
the administrator, including but not limited to, (1) claims adjustment, (2) safety engineering, (3)
compilation of statistics and the preparation of premium, loss and tax reports, (4) preparation of
other required self-insurance reports, (5) development of members' assessments and fees, and (6)
administration of a claim fund.

THIS RULE IS EFFECTIVE FROM AND AFTER NOVEMBER 1, 2007.
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appropriated reserves for (1) known Mississi1212i claims and expenses associated therewith, and
(2) Mississi1212i claims incurred but not reported and expenses associated therewith, which
reserves shall be shown as liabilities.

All applications for the right of self-insurance are granted upon the express condition that
said self-insurers file promptly and completely all reports required of them by the Commission.

Any applicant for self-insurance not approved by the Commission shall be given fifteen
(15) days from the date of notice of rejection to procure other insurance coverage which satisfies
the requirements of the Act.

(roGROUP SELF-INSURERS.

Section 1. Authority to Act as a Workers' Compensation Self-Insurance Group. No
person, association or other entity shall act as a workers' compensation self-insurance group
unless it has been issued an annual certificate of authority by the Mississippi Workers'
Compensation Commission. Such certificate of authority must be renewed annually on or before
the anniversary date of the original award of group self insurance.

Section2. Qualifications for Initial Approval and Continued
Workers' Compensation Group.

-~
Insurer. the need to form such . . f the
Comrnis must show cause as to w roved.
This ma entation oral or both a le lrec Ion 0. .1e ommission.

insurance group shall file with the Commission its application for a certificate of approval

Authority to Act as a
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accompanied by a non-refundable filing fee in the amount of $~QQ.QQ .t5:.,QQ.Q. The application
shal1 include but not be limited to the group's name, location of its principal office, date of
organization, name and address of each member, together with the fol1owing:

(I) A copy of the articles of association, if any;
__(2) A copy of the bylaws of the proposed group;

, _(3) A copy of agreements with the administrator and with any ~. "-\.;11 '"' "vIIY VI a511;;1;;1111;;11L~ WILli LIII;; aUIIIIIII~LlaLVI ailU WILli al'Y ~ I
service companiesy;

<4) A copy of the agreement between the group and each member I
securing the payment of workers' compensation benefits, which shall include provisions for
payment of assessments as provided by Law;

(5) Designation of the initial board of trustees and administrator;
I(6) The address in this State where the books and records of the group

will be maintained;
(7) A pro-forma financial statement and any other documents required by I

the Commission on forms acceptable to the Commission showing the financial ability of the
group to pay workers' compensation obligations of its members;

(8) Proof of payment to the group by each member of not less than 25% I
of that member's first year of estimated annual premium as defined by the Commission on a date

prescribed;
-- '<9) Public groups must submit authorization from the governing I

authorities of each proposed member allowing participation in such a group self-insurance
program with other political subdivisions or state agencies, boards, commissions or other public
entities.

(10) Rates. Rating Plans. (including all ratinl! elements and formulas. e.g..
experience ratinl! factors. discounts. Schedule Rating Plans. etc.) and classes of business to be
written must be submitted for. and approved b~ the Commission. Qrior to a certificate of
il1!!!lQri_tv being issued. If a group wishes to follow the National Council on Compensation
Insurance for all rating plans and procedures. only rates and classes will have to be submitted for
aPQroyal and the grouQ is exemQt from Section 4(a)(I). I

b~To eetaiflaflemaintain itsce~ficate ofapproy~l!orgroup sel.f-insu~nceth~1
group must comply with the following provisions and supply the following items to the
,.. ,-,group

0 ~ .A. eembiHee net ';:e~~ ef all membefS ef at least $1 ,QQQ,QQQ.QQ;

t(1) J:;~£hg!;Qu~~h~1Jsub~it_1Qt~~~Qm~i~sion.astat~~~ .{~: JA) ]
financial condition audited by an independent certified ~ublic accountant. ap~roved b~ the
Commission. on or before the last day of the sixth month following the end of the g!;ou~'s fiscal
"P"" Thp f;n"n"i"J ct"tpYT1pnt ch"JJ in"h,l1p hilt "nt h.. JiYT1;t..11 tn ""hi""; "II" """..n",.;"tpl1vear. The financial statement shall include. but not be limited to. actuariall}: aDp;rop;riated
reserves for' known claims and ex enses associated therewith claims incurred but not

reserves shall be shown as liabilities.

claims and ex enses
Iassociated therewith ~~~Q£!~!~Q!h~re~i!h

shall be submitted to the Commission. included in the audited financial statement.

(~-BJ
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3 Unless relieved b the Commission an actuarial rate anal sis will be
performed annually and oresented to the Commission not later than the last day of the sixth
month following the end of the grouo's fiscal Year. This analysis will include all classes to be
written bv the grOUP which must be aooroved bv the Commission at least annually. The
Commission will endeavor to aoorove rate filings within ninety days. so that the grOUO will have
ninety days in order to implement any and all approved changes.

The actuarial 0 inions and raft' anal sis shall be yen b a Commission-a roved
Member of the American Academv of Actuaries or other Commission-aunroved Qualified loss
reserve specialist as defined in the annual statement adopted by the National Association of
Insurance Commissioners. or any other Qualified entity approved by the Commission.

(4) Security against unpaid claims in case of insolvency as prescribed by
the Commission which shall be provided by either a surety bond, financial security endorsement,
guaranty agreement, or such other security as may be required by the Commission, continued
membership and payment into the self insurance guaranty fund in an amount specified by the
Commission, or any combination thereof. The Commission may adjust from time to time the
requirements for the amount of security based on differences among groups in their size, types of
employment, years in existence, financial status or other relevant factors;

___(5) Specific and/or aggregate excess insurance in a form and in an
amount by an insurance company acceptable to the Commission;

- (2) An indemnity agreement jointly and severally binding the group and
each member thereof to meet the workers' compensation obligations of each member. The
indemnity agreement shall be in a form prescribed by the Commission;

(1) A fidelity bond for the administrator in a form and amount pfesefieee
By acceQtable to_the Commission.

3. Examinations. The Commission may examine the affairs, transactions, accounts,
records, assets and liabilities of each group as often as the Commission deems advisable. The
expenses of such examinations shall be assessed against the group.

4. Board of Trustees: Membership, Powers, Duties, Prohibition. Each group shall be
operated by a board of trustees which shall consist of not less than five persons whom the
members of a group elect for stated terms of office. At least two-thirds of the trustees shall be
employees, officers, or directors of members of the group. The group's administrator, service
company or any owner, officer, employee of, or any person affiliated with such administrator or
service company shall not serve on the board of trustees of the group. All trustees shall be
residents of the state of Mississippi or officers of corporations authorized to do business in the
state of Mississippi. The board of trustees of each group shall ensure that all claims are paid
promptly and take all necessary precautions to safeguard the assets of the group.

The board of trustees shall:a-.

_~ (l) Maintain responsibility for all monies collected or disbursed from the
group. ~~Q segfegate all m8Bies iBt8 a elaims :-':BQ aee8HBt ::::e :::: aemiBistfati-:e ;"';BQ aee8HBt.
Unless otherwise required by the Commission at least 70% of the premium as determined by the



Commission shall be plaeee iHte a eesigA::~ee eepesite:-J. for the sole purpose of paying claims,
allocated claims expenses, reinsurance or excess insurance, and special fund contributions,
including second injury and other loss related funds. +!lis shall be eallee the elaims ;-';He aeeeHHt.
The remaining Bet premium shall be plaeee iHte a eesigAatee eepesitefY for the payment of
taxes, general regulatory fees, and assessments, and administrative costs. +!lis shall be eallee the
aemiHistFati':e [KHe aeeeHHt. The Commission may approve an administrative fund account of
more than 30% and a claims fund account of less than 70% only if the group shows to the
Commission's satisfaction that (a) more than 30% is needed for an effective safety and loss
control program or (b) the group's aggregate excess insurance attaches at less than 70%;

J2) Maintain minutes of all board meetings and make such minutes
available to the Commission;

__(3) Designate an administrator to carry out the policies established by the
board of trustees, provide day to day management of the group, and delineate in the written
minutes of its meetings the areas of authority it delegates to the administrator;

__(4) Retain an independent certified public accountant to prepare the
statement of financial condition as required by the Commission.

..
tile Commission.

~The board of trustees shall not:

__(I) Extend credit to individual members for payment of a premium except
pursuant to payment plans approved by the Commission;

(2) Borrow any monies from the group or in the name of the group except
in the ordinary course of business, without first advising the Commission of the nature and
purpose of the loan and obtaining prior approval from the Commission.

S. Group Membership; Termination and Liability.

,~~ e~ployerjoini~ga
group has been issued a certificate of approval shall (I) submit an application for membership to
the board of trustees or its administrator and (2) enter into the indemnity agreement required by
this Rule. Membership takes effect no earlier than each members' date of approval. The
application for membership and its approval shall be maintained as permanent records of the
board of trustees.

b,,}ndividualmembers of a~oup
pursuant to the by-laws of the group. In addition, individual members may elect to terminate
their participation in the ~oup. The group shaIl notify the Commission of the termination or
canceIlation of a member within ten (10) days and shaIl maintain coverage of each canceled or
terminated member for thirty (30) days after such notice, at the terminating member's expense,
unless the group is notified sooner that the canceIled or terminated member has procured
workers' compensation insurance, has become an approved individual self-insurer, or has
become a member of another group. The Commission may terminate any member of a group.

, nC")
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Any member that owes undisputed p:remium or as~!l1_~l!t to a group will be prohibited from
joining any other self insurance groups or becomin2 self insured until such debt is p:aid.

c~ The~oup shall pay all w°.rkers'compensation b~efits for which each
member incurs liability during its period of membership. A member who wishes to terminate its
membership or is canceled by a group remains jointly and severally liable for workers'
compensation obligations of the group and its members which were incurred during the canceled
or terminated member's period of membership.

d.,A group membe!is not relieyedofits wo!kers'co~pensation)iabilities,~~;-(D)
incurred during its period of membership except through payment by the group or the member of
required workers' compensation benefits.

The insolvency or bankruptcy of a member does not relieve the group or any
other member of liability for the payment of any workers' compensation benefits incurred during
the insolvent or bankrupt member's period of membership.

6. Service Companies.

a~ No service company or its employees, officers or directors shall be an
employee, officer, or director of, or have eithera directorindirectflnanciaIinterest iii, an
administrator. No administrator or its employees, officers or directors shall be an employee,
officer or director of, or have either a direct or indirect financial interest in, a service company.
All contracts shall be made available to the Commission u on re tlest.

7.

(A)
e)' aft iftdepeftdeHt eeftified puelie aeeeUftt£::t efl ef ee;~fe the last day ef the si!tth meflth
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a@j The Commission may prescribe the format and frequency of other
which may include, but shall not be limited to, payroll audit reports, summary loss reports, and
quarterly financial statements.

- b The Commission m rescribe that information be submitted in a data..l. 1~1!~-;-iD}:, ,.}
form to the Commission so that the \.,ommlssion may Dreoare its own reoorts and to satisfyoversi case non coo eration incom . er submissions ma

result In neanng lor revocation.

8. Rates and Reporting of Rates.

(.A.j Se1.::jeet te the ~ypfe':al ef the Gemmissien, the pfemiem eentfibHtiens ma~. be
feliHeeli by an ali':~::ee pfemiHm liiseeHnt fet1eeting the gFeHp'S e*pense le';els ltflli less

~~ Ea~~ woup shall be audited at least annually, unless relieved bv the
Commission. and by an auditor acceptable to the Commission to venfYproperclassiflcation,
experience rating, payroll and rates. A report of the audit shall be filed with the Commission. A
woup or any member thereof may request a hearing and review by the Commission on any
objections to the classifications, experience rating, payroll or rates. The Commission may, in its
discretion, convene a hearing for such purpose or consider the request without a formal hearing.
If the Commission determines that as a result of an improper classification, a member's premium
is insufficient, the Commission may order the group to assess that member an amount equal to
the deficiency. If the Commission determines that as a result of an improper classification a
member's premium is excessive the Commission may order the group to refund to the member
the excess collected. The Commission may grant such other relief as may be appropriate under
the circumstances. The audit shall be at the expense of the group.

9. Refunds.

a~Anymonies for a fundyea.rinexcessof~ea~ountnecessaryto fundaIIJ-C~i~: (A)j
obligations for that fund year may be declared to be refundable by the board of trustees with the
approval of the Commission and be payable not less than twelve (12) months after the end of the
fund year for which such refund has been approved.

b"Each member
of application for membership. A refund for any year shall be paid only to those employers who
remain participants in the group for the entire fund year for which such refund has been
approved. However, payment of a refund based on a premium fund year shall not be contingent
on continued membership in the group after that fund year for which such refund has been
approved.

10. Payment of Premium Resef~'es.

~Each group shall establish to the satisfaction of the Commission a premium [ Deleted: (A)
payment plan which shall include (1) an annual payment by each member of at least 25% of that



member's annual premium before the start of the group's fund year and (2) payment of the
balance of each member's annual premium in monthly or quarterly installments.

({;j ~Eachg.r°up shall establish and maintain bad debt reserves basedont~e"{-o:e~: (B) ..:,j

historical experience of the group or other groups.

11. Deficits and Insolvencies.

--~ If the assets of a group are at anytime found by the Commission to be
insufficient to enable the group to discharge its legal liabilities and other obligations and to
maintain the reserves required of it under the Mississippi Workers' Compensation Act and the
provisions herein, it shall forthwith make up the deficiency or levy an assessment upon its
members for the amount needed to make up the deficiency.

b~)nthe event of a deficiency in any fund year, such deficiency sha)1 be madeup__~eted: (B)
immediately, either from (1.) surylus from a fund yearother_t~~the_current fund year~'<?J--( Deleted: a

administrative funds, (J:) assessments of the mem~e~hip1if ordered by the 8!°up or~el~~-;-b
Commission, or (~s~cha)t~ate
Commission shall be notified prior to any transfer of suryIus funds from one year to another. ---c~ d

l~(c)lc~The Commission may deem a~oupinsolvent if:

(1) it fails to make and collect the assessments to overcome recognized
deficiencies; or

(2) it is unable to pay its outstanding lawful obligations as they mature in
the regular course of business, as may be shown either by an excess of its required reserves and
other liabilities over its assets or by its not having sufficient assets to reinsure all of its
outstanding liabilities after paying all accrued claims owed by it.

The Commission shall levy an assessment upon the members of an insolvent ~oup
sufficient to discharge all liabilities of the ~oup, including the reasonable cost of liquidation.

12. Revocation and Non-Renewal of Certificate of Authority.

a~ After notice and opportunityforahearing~theGommission~aY.revoke a
group's certificate of approval or authority if (1) iLis found to be insolvent, (2) fails to pay
assessments, fines, or other payments imposed upon it, ~3)..failst~col!lply~itha~y~f_the
provisions of the Mississippi Workers' Compensation Act or rules promulgated thereunder~
any certificate of approval that was issued to the group was obtained by fraud~there was~
material misrepresentation in the application for the certificate of approval~ (§) the ~oup or its
administrator has misappropriated, converted, illegally withheld, or refused to pay over upon
proper demand any monies that belong to a member, or employee of a member, or a person

C~I~:(A)' )
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otherwise entitled thereto and that may have been entrusted to the group or its administrator in its
fiduciary capacities, or (])for other good cause.

b.Non-renewal of the annual certificate of authority shall be at the discretion of j
the commission and shall not require a hearing.

---~ j~rJY-2]:Q~I.l2.~.J)i\:J.lc\'~~!~~"J!~l\£t,~~"~~'U'ire "" , , . (\ an a ro nate amount of

ti additionalliabilit under the
Ac WI mcurr f self insurance has been
surrendered voluntaril revocation or other act or
occun'ence. Durin t the Commission all r orts
re uired b the COmmtSSl0n WI con nue 0 e su mt e e ou as will an additional
reDo~ reoyired bv the Commission, The Commission maintains the ultimate resnonsibility for
regulation throughout said nrocess un to and including the installation of a new f!foun if the
Commission so warrants. OJ: unaLQissolution.

13. Definitions.

--J!,. "Administrator" means an individual, partnership or co~oration engaged bya I
workers' compensation self-insurance group's board of trustees to carry out the policies
established by the group's board of trustees and to provide day to day management of the group.

b" "Commission" means the Mississippi Workers' Compensation Commission.

provided
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