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2024 Highlights
• Annual Net Premium Written increased by $64M (33%)

• MBPs continuing to take on more underwriting risk
• MBPs continue to retain more risk

• Formed 5 new MBPs

• Continued Management Fee credits

• Continued in-house actuarial support and analytics

Strategic Plan



MBP Key Financials
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• Growth in past three years due to hard market
• Cells retaining risk has doubled in 10 years
• Premium growth is organic, not a result of pricing increases
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EIS Participant Service Areas
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  Active EIS Cells



•Wildfire
•Renewables

Trends
•Auto
•GL Excess



Reviewing Your Financials
ECM 2025 Initiative:

How can we help you 
understand the financial 
story of your MBP?

Metrics
 Visuals
 Ratios 

Financial Ratios:
• Reserves to Surplus Ratio

 Reserves set aside for unpaid losses to surplus
• Net Premium Written to Surplus Ratio

 Gross premiums less reinsurance ceded to surplus
• Loss Ratio

 Losses incurred to premiums earned
• Combined Ratio

 Losses incurred + expenses to premiums earned
• Liquidity Ratio

 Cash + Investments to loss reserves
• Return on Equity Ratio

 Net income to surplus



Audit Planning

2024 Services & Plan
• Johnson Lambert is returning to perform 

our financial audit, tax consulting, and 
SOC 1, type II audit

• Cell confirmations as done previously
• Loss testing via larger MBP’s with 

retained risk
• The auditors expect to reach out to 

these MBP’s in late March to complete 
selection testing

• No site visits

Financial Audit
• It’s about the money
• Financial Audit Areas of Emphasis:  Investments, 

Underwriting Claims, Taxes, Reinsurance & Financial 
Statement presentation

• Additional Claims focus high excess reserving in 2024

SOC 1, Type II Audit
• It’s about your money

• Test of the suitability of design and operating 
effectiveness of controls

• Audit Areas of Emphasis:  Insurance Services, Cash 
Management, Financial Reporting & Information Technology

• Stewardship of member assets and purchases



CLEARWATER & INVESTMENTS



Clearwater ~ Investments





balance sheet by lot



balance sheet by Position



Member 
Portal



  Portal Documents



Policy History



  financials



   Documents





Funding Analysis - Premium
Premium = Expected Losses + Risk Margin + Expenses

• How to estimate expected losses?
• Loss History
• Commercial Premium Quotes
• Industry Information
• Data Request – 

• Historical claims, exposure, structure, and premium paid
• 10+ years – more is better!
• Prospective premium quotes and exposure

• Risk Margin
• Depends on structure, coverage, and capital

• Paid annually



Funding Analysis - Capitalization

Capitalization – For adverse events
• Based on minimum requirements, policy profile/limits, and loss history

• For high limit coverage, general expectation is to fully fund a full limit loss within 
5-10 years between capital and expected premium contributions

• There is some consideration between size of risk margin and capital contribution
• Paid once at startup
• Additional capital infusion may be needed if adverse event occurs or coverage within 

cell changes



Case Study - Adding Wildfire to a Cell
Coverage Requested - $100M xs $100M

Requested Data
• Loss History
• Commercial Premium Quotes
• Exposure – Transmission and Distribution by County
• Third Party Wildfire Risk Analysis

- Typically, Premium = Expected Losses + Risk Margin + Expenses  
- Capitalization may modify this calculation
- Funding Horizon = 5-10 years to fully fund a max loss



Case Study - Adding Wildfire to a Cell
Data Provided

• No historical wildfires
• Commercial Quotes: 5% Rate-On-Line
• Exposure – Primarily low to moderate risk
• Third Party Wildfire Analysis – 1 in 200 year wildfire event

Expected Losses
• <$5M based on commercial quote
• $500,000 based on wildfire analysis



AnalyticsCase Study - Adding Wildfire to a Cell
- Low to moderate exposure and no historical wildfires so funding horizon = 10 years
- Assumed 2% investment return
- No other premium collected

• Scenario 1 – Existing Captive with $75M cash in current capital 
  Premium = $850,000, No additional capital

• Scenario 2 – Existing Captive with $25M cash in current capital
  Option 1 - Premium = $6.45M, No additional capital
  Option 2 – Premium = $2.5M, $35.2M additional capital as cash

• Scenario 3 – New Captive
  Option 1  - $8.2M Premium, $9M capital in cash
  Option 2 - $8.4M Premium, $9M capital as LOC
  Option 3 - $850,000 Premium, $75M capital as cash
  Option 4 - $2.35M Premium, $75M capital as LOC



SAVE THE DATE

EIS PAC Annual Conference
October 26-29, 2025

Wild Dunes Resort
Isle of Palms, SC

All EIM members are welcome



Q&A 
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