Financial Strength Equals Stable,
Dependable Coverage
The Virginia Risk Sharing Association (VRSA) is here to protect our members and
their employees so they can effectively serve their communities. Our financial
strength eases our members worries with protections provided in the best
interest of our members and their governing bodies.
Members’ equity provides protection against:
Premium to Equity
• Adverse claims development;
• Continued liberalization
of the Virginia Workers’
Compensation Commission
and Courts;
• Continued expansion of
Workers’ Compensation
presumptions and LODA
benefits;
• Reinsurance market instability;
• Investment losses; and
• Catastrophic claims such as
hurricanes, tornados, or a reinsurer failure.
Members’ Equity Also Provides:
• Investment income to offset a substantial portion of operational costs;
• The ability to add and expand coverages at little additional costs to members;
and
• The ability for the pool to take on additional risk.
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Target Equity Study
The VRSA Members’ Supervisory Board recently engaged Price Waterhouse
Coopers to conduct a target equity range study utilizing an enterprise risk
management process, which enabled the board and staff to consider the
appropriate level of risk tolerance and the corresponding range of members’
equity to hold appropriate for that risk. There are two main parameters in
determining adequate funding levels:
1. Board’s risk appetite/tolerance - The board’s desired level of protection
helps define its target funding strategy.
2. Risk profile of the program – Utilization of an economic capital modeling
approach that reflects the pool’s own risk profile and includes:

Result - As a result, the board adopted a members’ equity policy that
establishes a current target equity range of 1 x 1-in-200 year event and 2
x 1-in-200-year event. This translates to a current range of $65M - $131M
with current members’ equity at approximately $119M.

Maintaining surplus adequacy to handle a 1-in-200 year event is fast
becoming a global standard for insurance companies.
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