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Happy Birthday!
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In 1917, one hundred years ago…
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Woodrow Wilson
28th President of the United States
A Democrat
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1917 was three years before the ratification of the 19th  Amendment to the Constitution giving women the vote in national elections.
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Presentation Notes
On April 2, 1917, President Woodrow Wilson asked Congress for a declaration of war against the German Empire. 

Congress responded with the declaration on April 6. 


THE STATE INSURANCE IFUND
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Presentation Notes
State Insurance Fund Intended to be:
A local business cooperative owned by its policyholders; and
A source of competition in the insurance marketplace.
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State Insurance Fund given a $40,000 start up loan by the State of Utah.
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SIF $209,009 premiums

Other carriers: $605,339 . . . 19 stock companies
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Bonds
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State Insurance Fund assets exceed $1,000,000

Market share grows to 72%


State Insurance Fund Reputation...

*Pay all the claims that came in the door
Manual processes...card files...ledger books
*Play cards in the back room



1986
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Administrative control given to the newly created Department of Administrative Services.
Name changed to Workers Compensation Fund of Utah.
WCFU Director to be appointed by DAS ED.


Failed Thrift Crisis

What entities exist in or near state
government that could give rise to an
allegation of state liability for their
fallure?
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For the first time ever…
As part of the Insurance Code recodification, WCF was given the statutory responsibility to be the carrier of last resort.


1987
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Utah’s failed thrift crisis caused public policy makers concern about what other institutions in or near State government could fail giving rise to allegation of State liability.
The State and its former insurance carrier had paid $60 million to settle with thrift depositors who alleged wrongdoing in the failure of various State regulated thrifts.
WCFU’s regulated insurance business was identified as a similar risk of alleged State liability, if WCFU were to fail. 


Formal organizational
study recommends
autonomy from state
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Governor Bangerter started an Organizational Study
What should be done with WCFU
Question asked
Further study suggested
Governor’s researcher (Greg Johnson) hired by WCF to complete the report


1988
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WCFU bought its first two PCs and first two system printers.


Le/glslature makes WCF

$ T’reﬁproflt quasi- publlc

Ao

/



Presenter
Presentation Notes
Problems…
Non-profit, quasi-public corporation, independent state agency, body politic and corporate

Rod Smith assumes the role as interim WCFU Director as Blaine Palmer is called away by the Governor to help the State with a problem in the Department of Human Resource Management.

Nolan Karras / Speaker / Lost the bill in his drawer


1993
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WCFU bought its first two PCs and first two system printers.


New WCFU Initiatives

Fraud Detection
Utilization Review
Vocational Rehabilitation
Bill Review
Hospital Contracts



1998
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Managed Comp National Insurance Company acquired and re-named Advantage.

A.M. Best A- Rating earned

Claims FileNet Imaging System moved to production.


Internal Revenue Service Department of the Treasury

Washington, DC 20224

" Contast Person:
Workers Compensation Edwin Browu
Pund of Utah Telephone N
392 East 6400 South 202- szz 7573
Murray, Utah 84107 In Reference io:
Om_OP:E:EO:T:J
Uet 2
) o8

Internal Revenue Code: 501 (c) (27)
Employer Identification Number: 87-0407018
Accounting Period Ending: December 31
Form 950 Eequired: No

Dear Applicant:

Baged on the information supplied, and assuming your
operations will be as stated in your application for recegnition
of exemption, we have determined you are exempt from federal
income tax under section 501(a) of the Internal Revenue Code as
an organization degcribed in the section indicated above
effective January 1, 19%8.

Unless specifically excepted, you are liable for taxes under
the Federal Insurance Contributions Act (social security taxes)
for each employee to whom you pay §100 or more during the
calendar year. Unless excepted, you azre also liable for tax
under the Federal Unemployment Tax Act for each employee to whom
you pay §50 or mere during a calendar quarter if, during the
current or preceding calsndar year, you had one or more employees
at any time in each of 20 calendar weeks or you paid wages of
$1,500 or more in any calendar quarter. If you have any
questions about excise, empleyment, or other federal taxes,
please contact your key district office.

If your sources of support, or your purposes, character, or
method of coperation change (including any change in the benefits
or eligibility rules), please let the Ohic EP/EQ key district
office know so that office can comnsider the effect of the change
on your exempt sctatus. In the case of an amendment to your
organizational document or bylaws, please send a copy of the
amended document or bylaws to Chic EP/EQ key district. Also, you
should inform the Ohio EP/EO kesy district office of all changes
in your pame or address.

In the heading of this letter we have indicated whether you

. must file Foxrm 990, Returm of Organization Exempt from Income

d 98FLEC095E ON/OL 11 "18/21 11 86.1C 21 (NON

00 FKVT 2N308ET WOHY

v

; - & w
Workers Compengation Fund of Utah

Tax. Since it appears that you are a govermmental unit er an
affiliate of a governmental unit you are not regquired to file
Form 9%0. (See Rev. Proc. 95-48, 1995-2 C.B. 418B).

You are not required to file federal income tax returns
unless you are subject to the tax on unrelated business income
under section 511 of the Code. If you are subject to this tax,
you must file an income tax return on PForm 550-T, Exempt
Organization Business Income Tax Recurn. In this letter we are
not determining whether any of youxr present or praposed

activities are unrelated trade or business as defined in section
513 of the Code.

Contributions to your organization are not deductible by
donars under section 170(c) (2) of the Code. Under section 6113,

ny fund-raising solicitation (including a solicitation for
mnmbershlp dues payment) you make must include an express
gtatement (in a conspicuous and easily recognizable format) that
contributions and gifts are not deductible &s charitable
contributions for federal income tax purposes. Section 6113 does
not apply, however, if your annual gross receipts are normally
$100,000 or less, or if your golicitations aze made to no more
than ten persons during a calendar year. The law provides

penalties for faillure to comply with this requirement, unlees the
fzilnre is due to reasonable cause.

Please use the employer identification numbar indicated in
the heading of this letter on all returns you file and in all
correspondence with the Internal Revenua Sexrvice.

We are informing the ohio EP/EO key district office of this
ruling. Becauge this letter could help resolve any questione

about your exempt Status, you should keep it in your permanent
Tecords.

If you have any questions about reporting requirements or
about excise, employment, or other federal taxes, please contact
the Chio EP/EQ Customer Service office at 877-829-5500 (a tell
free number) or send correspondence to the following address:
Internal Revenue Service, EP/EQ Customer Service, P.O. Box 2508,
Cincinnati, OH 45201. If you have any immediate questions about
this ruling, please contact the person whose name and telephone
number are shown in the heading of this letter.

8incerely,
Marcus S. Owensg

Director, Exempt Organizations
Division

4 98p1EC09GE "ON/01 11 °LS/21+ 11 86 .12 Z1 (NOK)
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501(c)(27)(b) federal tax exemption determination letter received

Prior exemption assumed under Section 115 as an instrumentality of the State

Governor appoints the board 
State financial support at startup
Public purpose
Perpetual life
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Name change.


2003
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white paper
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Spring 2003
Utah Attorney General White Paper presented to the Legislature
Brian Farr, Esq


STATE oF UTAH

MICHAEL O, LEAVITT OFFICE OF THE GOVERNOR OLENE 5. WALKER
GOVERNOR SALT LAKE CITY LIEUTENANT GOVEAKGR
B4114-0601

June 18, 2003

The Honorable L. Alma Mansell
President of the Senate

The Honorable Martin R. Stephens
Speaker of the House

Members of the Utah Legislature
Dear President Mansell, Speaker Stephens, Honorable Legislators:

During the past several weeks, I have engaged in an in-depth review of the Workers
Compensation Fund with the specific purpose of considering whether a change in WCF’s status and
mission is appropriate. 1am pleased to present you with the product of these labors in the following
pages and accompanying materials. This report represents the work of many expert hands and
arduous analysis.

My report includes background and key policy issues, along with several details presented in
question and answer format. My intent is to inform, not to make recommendations, although 1
reserve the right to offer recommendations in the future after you have a chance to study and discuss
the issues. Included in my report are several attachments you will find referenced in the table of
contents.

Simultaneously, I am conveying to you the reports of our outside experts: Deloitte &
Touche, and Houlihan Lokey Howard & Zukin.

I intend to provide public access to all of this material by placing it on the state website at
utah.gov

Because of the importance and complexity of these issues, I urge the Legislature and all
interested parties to become engaged and study them carefully.

Sincerely,
Michael O. Leavitt
Govemnor
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Presentation Notes
June 18, 2003 Governor’s Report on the Workers Compensation Fund
Deloitte & Touche
Houlihan Lokey Howard & Zukin
Open Dialogue with Major Policyholders, Other Insurers and NCCI
Residual Market Alternatives
WCF Value…$470 million
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Utah Supreme Court rules in Chez v. Industrial Commission that:
SIF is an insurance business;
Whose assets belong to participating employers; and
The Industrial Commissioner (the State), could not accept less than the money owned by the town of Scipio to the State Insurance Fund who had purchased the bonds. The Industrial Commissioner intended to take (on behalf of the Fund) less than Scipio owed for two past-due bonds.   
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Dallas Bradford…newest Board member makes the motion…


2004




“and a ruling.
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During the 2004 Legislative Session
WCF Privatization Legislation Offered
$50 Million Lawsuit Settlement Package Floated
Early signs of acceptance
Wednesday, late night rejection (Lane’s advice…no public displays…win or lose)
Thursday, District Court rules in favor of WCF  (Lane was off to California for golf and was observed skipping through the airport.)
The State appeals to the Utah Supreme Court.
Lane and Olene Walker ran into each other again in August while on vacation in Mexico.
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Presentation Notes
The Utah Supreme Court rules in Workers’ Comp. Fund v. State that WCF’s assets are owned by the company’s policyholders, not the state. The ruling upholds previous Supreme Court and district court decisions.

August 23, 2005�
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A $50 million blunder?

State misses chance to
get workers comp money

By Bob Bernick Jr.

Deseret Morning News

Utah taxpayers lost $30 million
Tuesday.

No, the Tax Commussion didn't drop a
big bag of cash out the back of a truck

And no one made off with the
Govemor's Mansion

Instead, the Utah Supreme Court ruled
that the state has no ownership in the
‘Workers Compensation Fund.

"This was a $30 million fiasco," said
Sen. Curt Bramble, R-Provo, when
informed of the high court's decision

"We're delighted with this opinion," said
Lane Summerhays, president and CEO of
the WCF. "True, that $50 million was on
the table. And it's not there now."

In the 2003 Legislature, Bramble, after
being asked by then-Gov. Mike Leavitt to
look at the fund's operations, tried to get
Leavitt and the Legislature to "make a
deal" with the WCF: Sell any perceived
ownership in the fund for $50 million. But
his bill went nowhere. He tried again, but
failed, m 2004

"This was a check mn our hands."
Bramble said Tuesday.

"It seemed to me a really win-win

proposition. The state got $50 mullion; the
fund clarified its position” by all agreeing
the state had no ownership in the operation,
he added.

The fund was originally set up by the
state back in 1917 as an "insurer of last
resort” for private and public entities that
couldn't get injured worker insurance else-
where. The fund, which now has 30,000
clients, makes payments to workers hurt on
the job. But over the years the state had
separated itself from the fund through a
series of legislative and administrative
actions.

Still, the "quasi-governmental” veil
hung over the fund. Idaho insurance regula-
tors said their own laws prohibited opera-
tions by any insurance firm in Idaho owned
by another state, and the WCF's Advantage
subsidiary was doing good business there.
Some Utah competitors also elaimed that
‘WCF's non-tax status was an unfair advan-
tage

To clear up all legal issues and separate
the fund from all state ties, the WCF, which
always believed the state had no direct
ownership other than being a policyholder,
offered the $50 million "buy-out," Bramble
said

But Leavitt, a number of legislators and
others balked in 2003.

Some, mcluding Dane Leavitt, Mike
Leavitt's brother and head of the Leavirt
family insurance empire (which the gover-
nor ran before winning office in 1992),

believed the state's interest 1n the huge fund
was a lot more than $50 million. Maybe it
was as much as $300 million, the money in
the fund above what was needed to pay
anticipated worker claims.

Fearing a political backlash if it proved
out that the state had sold on the cheap,
legislators opted for more time. An exhaus-
tive study of the fund ensued, and the WCF
sued the state.

In 2004, more work was done. and the
$350 million buy-out was offered again,
along with settlement of the suit. But then-
Gov. Olene Walker (who succeeded to the
governor's office when Mike Leavitt
resigned to join the Bush administration)
didn't accept the compromise ball.

"I thought we had a deal on that one."
said House Speaker Greg Curtis, R-Sandy.
"We thought we had an agreement on a
third version wath the governor." he added.

"But 1t turned out to be a no-go. It con-
tained the $50 million."

Bramble ran no WCF bill m the 2005
Legislature. A district court gave a summa-
ry judgment m favor of the WCF (not a
good legal sign for the state), and the ugh
court in a 5-0 decision Tuesday upheld that
ruling.

The high court said the "state of Utah
has no ownership interest in the Workers
Compensation Fund or its assets other than
as a policyholder " Furthermore, the court
ruled that aside from the Legislature's abili-
ty to change governing statutes, the state

has no managenal, financial or operational
control of the WCFE

Curtis said the state of Utah 1s still one
of the largest policyholders in WCF. "That
has some value. Is it $50 million? Probably
not."

But if the WCF wants to get out of
being the insurer of last resort in Utah —
"then there is some value in those policies,"
Curtis said. And the speaker guesses that
the Legislature would extract some mone-
tary value out of the fund if lawmakers
agreed to set up some other kind of insurer
of last resort and let the fund out of its cur-
rent obligations.

Summerhays said all the major issues
concerning the fund have now been settled.
The Supreme Court's decision "1s the last
piece to settle everything down.”

All the above action took place before
Gov. Jon Huntsman Jr. took office last
January. His spokeswoman, Tammy
Kikuchi, said that the state values what the
fund does for both employers and employ-
ees. Even with the high court's ruling that
the state has no ownership other than as a
policyholder, Kikuchi said, "Gov.
Huntsman 1s hopeful that the fund will con-
tinue to serve Utah's work force well "

Did the state screw up in not taking the
$50 million? "We won't comment on
actions of previous admimistrations." she
said.
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Presentation Notes
Lane was in St George when he got the telephone call about the Supreme Court ruling.  It was about mid-day.  He asked that Nina Brollier order pizza for all of the employees.
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Pooling arrangement negotiated and approved by regulators in Indiana and Utah. (February 19, 2016)

Voting trust terminated December 31, 2015.  WCF regained ownership of Advantage shares.


2016
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HB 230 passed to increase the potential number of WCF directors.

Legislators tire of WCF Board governance bills.

First policyholder election: Kent Cannon.
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WCF becomes a federal taxpayer after the passage of S.B. 63.


certifies that

Workers Compensation Fund

has a

Best’s ffinancial Strength Rating

of
A (Excellent)

Certificate Publication Date: February 3, 2017

Best’s Ratings are subject to change.
To confirm the latest rating or to learn more

Ambest Road, Oldwick, NJ 08858 USA

about A.M. Best's ratings, visit www.ambest.com
E A.M. Best Company S-t/ ‘t P% 602,
President - Chief Rating Offic
@ : ief Rating Officer
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AM Best shared “A” rating.
WCF
Advantage�
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IT moves Xanthos Underwriting into production.
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Enrolled Copy 5.B. 92

WORKERS' COMPENSATION FUND REVISIONS
2017 GENERAL SESSION
STATE OF UTAH

Chief Sponsor: Curtis S. Bramble

House Sponsor: Val L. Peterson

LONG TITLE
General Description:
This bill repeals the statute creating the Workers' Compensation Fund and makes
conforming amendments.
Highlighted Provisions:
This bill:
» repeals the statute creating the Workers' Compensation Fund;
» removes statutory references to the Workers' Compensation Fund;
» addresses the obligation to write workers' compensation insurance and residual
market mechanisms;
» provides for the Workers' Compensation Fund's transition to a mutual corporation;
» modifies membership on the workers' compensation advisory council;
» addresses methods to obtain workers' compensation insurance;
» amends the provision addressing penalty for failure to obtain workers'
compensation;
» modifies the provision addressing exemptions for employees temporarily in state;
» addresses continuing education requirements for contractor licensees; and
» makes technical and conforming amendments.
Money Appropriated in this Bill:
None
Other Special Clauses:
This bill provides a special effective date.

This bill provides revisor instructions.


Presenter
Presentation Notes
SB 92


Bill Status / Votes

Date
1192017
11972017
11972017
172112017
121/2017
1/23/2017
112312017
1/23/2017
1/25/2017
112712017
173012017
1/30/2017
2/13/2017
2/13/2017
2114/2017
2(14/2017
2114/2017
2114/2017
2/15/2017
2116/2017
221/2017
2/21/2017
2122/2017
212212017
2/24/2017
2/24/2017
2124/2017
2/24/2017
2/24/2017
2/24/2017
2/24/2017
2/24/2017
3M14/2017
3M14/2017
3/15/2017
3/15/2017
3/24/2017

Action

Bill Numbered but not Distributed

Numbered Bill Publicly Distributed

LFAJ bill sent to agencies for fiscal input
LFA/ fiscal note sent to sponsor

LFA/ fiscal note publicly available

Senate/ received bill from Legislative Research
Senate/ received fiscal note from Fiscal Analyst
Senate/ 1st reading (Introduced)

Senate/ to standing committee

Senate Comm - Favorable Recommendation
Senate/ committee report favorable

Senate/ placed on 2nd Reading Calendar
Senate/ 2nd reading

Senate/ passed 2nd reading

Senate/ 3rd reading

Senate/ passed 3rd reading

Senate/ to House

House/ received from Senate

House/ 1st reading (Introduced)

House/ to standing committee

House Comm - Favorable Recommendation

House Comm - Consent Calendar Recommendation

House/ comm rpt/ placed on Consent Calendar
House/ 2nd reading

House/ 3rd reading

House/ passed 3rd reading

House/ signed by Speaker/ returned to Senate
House/ to Senate

Senate/ received from House

Senate/ signed by President/ sent for enrolling
Bill Received from Senate for Enrolling

Draft of Enrolled Bill Prepared

Enrolled Bill Returned to House or Senate
Senate/ enrolled bill to Printing

Senate/ received enrolled bill from Printing
Senate/ to Governor

Governor Signed

+ Senate Actions * House Actions * Fiscal Actions « Other Actions
Location Vote
Legislative Research and General Counsel
Legislative Research and General Counsel
Legislative Research and General Counsel
Legislative Research and General Counsel
Legislative Research and General Counsel
Waiting for Introduction in the Senate
Waiting for Introduction in the Senate
Senate Rules Committee
Senate Business and Labor Committee
Senate Business and Labor Committee 503
Senate Business and Labor Committee
Senate 2nd Reading Calendar
Senate 2nd Reading Calendar

Senate 3rd Reading Calendar 2603
Senate 3rd Reading Calendar
Clerk of the House 2504

Clerk of the House

Clerk of the House

House Rules Committee

House Business and Labor Commitiee

House Business and Labor Commitiee 905
House Business and Labor Committee 905
House Business and Labor Commitiee

House Consent Calendar

House Consent Calendar

House Speaker 65010
Senate President

Senate President

Senate President

Legislative Research and General Counsel / Enrolling

Legislative Research and General Counsel / Enrolling

Legislative Research and General Counsel / Enrolling

Senate Secretary

Senate Secretary

Senate Secretary

Executive Branch - Governor

Lieutenant Governor's office for filing
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No opposing votes
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STATE OoF UTAH

GARY R. HERBERT OFFICE OF THE GOVERNOR SPENCER J. Cox

GOVERNOR SALT LAKE CITY, UTAH LIEUTENANT GOVERNOR

84114-2220

July 1, 2017

Ray D. Pickup

President and CEO

WCF Insurance

100 West Towne Ridge Parkway
Sandy, Utah 84070

Dear WCF Insurance Members,

Congratulations on 100 years of service in the state of Utah. This is an incredible
achievement for WCF Insurance, its policyholders, and the many employees who have been
faithfully protected from financial hardship during workplace accidents.

After the 1917 Workers” Compensation Act required all Utah employers to have
insurance for their employees, WCF Insurance was established through a state fund to compete
with existing insurance carriers. It has since become an indispensable option to many employers
as the best means of protecting their valued employees.

Throughout the past 100 years, WCF Insurance has expanded to include multistate
customers through its Advantage Workers Compensation Insurance Company, which is now
licensed in all fifty states and includes claim offices throughout the western United States.
Despite incredible growth, WCF Insurance has maintained excellent coverage to individual
policyholders and their employees, providing stellar, personal service to policyholders and
consistently promoting safety in the workplace.

Thank you for your dedication to serving hardworking Utahns. I look forward to the
achievements of WCF Insurance in the years to come.

Sincerely,

(L bt

Gary R. Herbert
Governor
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Birthday wishes from the Governor


Utah Code

63E-1-403 Privatization process -- Audit.

(1) If an independent entity seeks to privatize the independent entity, it shall:
(a) submit to the Legislature recommended legislation to:

(i) repeal the authorizing statute and revise state law as necessary to terminate its relationship
to the state; and
(ii) address the value of any interests the state holds in the independent entity and whether the
state should receive compensation for those interests as part of privatization; and
(b) be audited by the state auditor:

(i) within one year prior to the effective date of legislation that repeals the authorizing statute to
terminate the relationship between the independent entity and the state; and

(ii) to determine the amount, nature, and source of revenues and assets of the independent
entity.

(2) The relationship between the state and an independent entity may not be terminated except by
the repeal of the authorizing statute of the independent entity.

Enacted by Chapter 201, 2001 General Session
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Code requirement…
Audit by the State Auditor
Determination of lingering State interests


OFFICE OF THE

STATE AUDITOR

APR 0 3 2017
March 30, 2017

Mr. Ray Pickup

CEO

Workers” Compensation Fund
100 West Towne Ridge Parkway
Sandy, Utah 84070

Dear Mr. Pickup:

The statute authorizing Workers” Compensation Fund (WCF) as an independent entity to be repealed
through the passage of Senate Bill 92,

UCA 63E-1-403(1)(b) requires that an audit be performed by the state auditor, within one year prior to the
effective date of the mentioned legislation, to determine the amount, nature and source of revenues and
assets of the independent entity.

Each year, WCF provides the Office of the State Auditor a copy of its audited financial statements. Most
recently, WCF provided, and we have reviewed, its audited financial statements as of December 31, 2016.
The audit was performed by Ernst & Young, LLP, under the delegated authority of the State Auditor, who
expressed an unqualified opinion thereon.

I believe this audit meets the requirement stated in UCA 63E-1-403(1)(b).
I further note, as establisifed by the Utah Supreme Court, that the state of Utah holds no interest in the

assets of WCF otherthian as a policyholder of the company. See WCF v. State, No. 20040504 Filed
August 23, 05 UT 53.

ohﬁ' ougall
Sfate Auditor
4/
/ce: Dennis Lloyd, Senior Vice President General Counsel, WCF
Senator Curtis S. Bramble

Representative Val L. Peterson
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State Auditor letter
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Recognizes

WCF

INSURANCE

On the occasion of their 100" Anniversary

1917 - 2017

Thank you for 100 years of service to the people of Utah

Presented this 27" Day of February, 2017

Senate Fresident Wayne Niederhauser

..'-'--}"\J_-'f \ 15, 4
AL LA Wl LAk ¢
Senator Karen Mayne._
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Commendation by the Senate
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WCF Mutual Insurance Company
January 1, 2018
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