




















 - 1 -  

The Builders Group 
Plan of Operation – Effective Date January 1, 2016 

 

1.  DEPOSIT, PREMIUM PAYMENTS AND FINANCIAL 

REQUIREMENTS 

 

 A. Deposit:  At the inception of a new Member’s coverage, that Member shall pay a 

deposit to TBG in an amount equal to 20% of the Member’s annualized premium for 

workers’ compensation liability coverage.  The deposit shall be adjusted periodically by 

TBG to maintain the deposit at approximately 20% of the annual premium level during 

the entire period of membership.  The deposit shall not be interest-bearing.  

 

The other options are prepaying 25% of the annualized premium of each agreement year 

which will be applied to the final three months of the agreement, or provide an 

irrevocable letter of credit.   

 

 B. Premium:  The premium shall be reported and paid monthly based on actual 

payroll from the preceding month and is due on the 15th day of each month of the 

agreement year.  If there is no payroll to report in a given month, the Member must still 

submit a monthly report indicating zero payroll in order to avoid a late fee.  

 

A Member (the “Guarantor”) who is a parent, subsidiary or affiliate of another Member 

serves as a guarantor of such other Member’s obligations to make any payment due TBG 

hereunder on a joint and several basis with the parent, subsidiary or affiliate.  Any such 

parent, subsidiary or affiliate’s failure to comply with any term or condition of this Plan 

of Operation shall be considered a breach thereof by the Guarantor.   

 

 Experience Modification Factor:  In determining the annual modified premium 

of each Member, TBG shall calculate an experience modification factor according 

to the methods and rules used by the Minnesota Workers’ Compensation 

Insurance Association (MWCIA).   

 

 Audit:  Following the expiration of each agreement period, we will conduct an 

audit, which is a review of your records and operations to ensure that the coverage 

and reported payroll information is correct.  The audit may result in an additional 

or return premium.  

 

 Minimum Premium:  All coverage is subject to an initial policy written 

minimum premium of $5,000 effective 7-1-2012. 

 

 

C. Additional Requirements:  Minnesota Statutes for commercial self-insurance 

groups require TBG to file a financial compilation report with the Minnesota Department 

of Commerce.  To prepare this report and file it timely, we will request that you forward 

a copy of your most recent financial statements (compiled, reviewed or audited financial 

statements, including the signed CPA letter, or most recent federal income tax returns 

with schedules filed by your company).  If, in any Fund Year, any TBG Member 

comprises over 25 percent of the total premiums paid by all TBG Members, that 

Member’s financial statement must be reviewed or independently audited.  The statement 
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must be submitted to the Commissioner of the Minnesota Department of Commerce by 

May 1st of the following year. 

 

D. Non-Renewal of Coverage:  If a Member does not renew its workers’ 

compensation liability coverage with TBG or if the coverage is canceled or terminated by 

either TBG or the Member, an audit shall be performed and the final annualized premium 

for the Member shall be determined.  After an audit, any overpayment of premium shall 

be refunded to the Member.  Any balance owed by the Member to TBG shall be first 

deducted from the deposit with any remaining balance of the deposit refunded to the 

Member.  If there remains a balance owed to TBG, the Member shall make full payment 

to TBG within 30 days of receiving notice of the deficiency. 
 

2.     TBG DIVIDEND DISTRIBUTION POLICY  
 Original Date: 12-01-2007 

 Last Change:  04-04-2019 

 Last Review:  02-14-2019 

 

A. Dividend Distribution Policy Background:   The objective of this policy is to 

develop a method based on solid insurance principles, is fiscally responsible, and returns 

the dividends to the Members on a basis that minimizes the chance of an assessment.  It is 

intended that all surplus funds be returned to the Members.  The surplus funds that arise 

during a Fund Year should be recorded on the income statement with the unpaid portion 

of these amounts added to the liabilities on the balance sheet.  The Board believes that 

these are binding, enforceable, and unconditional obligations to return the monies to the 

policyholders.  The applicable dividend policy is the policy in place when a dividend is 

paid, not the dividend policy which was in place during the Fund Year from which the 

dividend is being calculated and paid. 

     

B. General: Dividend distributions are paid from Member Distribution Payable 

(MDP) which consists of investment income and excess underwriting income. The policy 

was developed based on the following considerations: 

 

 The WC Claim Tail – Dividend distributions will be paid on a basis that coincides 

with the timeframe the majority of the WC claims are paid.  Once an initial 

distribution of a Fund year has been dispersed the balance of the distribution payout 

will occur per the payout schedule and TBG Board approval.   

 

 Timing of Dividend Distribution Payment – Dividend distribution payments will be 

made at the TBG Board’s discretion and may be made at any time during a Fund 

Year. 

 

C. Eligibility: A TBG Member is eligible to receive a dividend distribution if they 

were a TBG Member during the Fund year designated by TBG’s Board of Directors for 

dividend distribution and are still a Member of TBG on the date(s) when the authorized 

dividend distribution is paid or credited to the Eligible Member.  

 

D. Dividend Distribution and Eligibility Determination:  The TBG Board of 

Directors will determine if a dividend distribution is warranted, the amount of the 

dividend distribution if any, and the Fund Years’ that are eligible at the first Board 

meeting conducted after July first of each Fund Year.  
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E. Dividend Distribution Approval: Any dividend distribution from Member 

Distribution Payable must be approved by the TBG Board of Directors and the Minnesota 

Department of Commerce. 

 

F. Member Distribution Payable:  The goal is to maintain MDP in an amount that 

reduces the possibility of an assessment to the Members and complies with MN Statute 

79A.22 Subd.11.  

 

G. Dividend Distribution Payment: If a dividend distribution is authorized, the 

payment to the Eligible Members will be made on a date determined by the TBG Board 

of Directors.    The dividend distribution payment(s) are based on the following criteria: 

 

 The amount of profit an individual Member has contributed to the Fund in a Fund 

Year. 

 The Expense Ratio of each Fund Year will be calculated to determine the 

breakeven loss ratio of that Fund Year.  The Expense Ratio is the result of totaling 

all of the expenses for that Fund Year (except reinsurance) and dividing that 

number by the net premium (audited premium less reinsurance expense).  The 

Expense Ratio is subtracted from 1.00 and the result is the breakeven loss ratio.   

 The profit for a Fund Year(s) is the total MDP for that Fund Year(s). 

 Once the breakeven loss ratio and profit amount are known the individual 

Member distribution is calculated based on the Member’s loss ratio in comparison 

to the breakeven loss ratio of the Fund.  Members with a loss ratio greater than the 

breakeven loss ratio will not be eligible for a distribution.  Members with a loss 

ratio less than the breakeven loss ratio will be eligible to receive a dividend in 

proportion to the amount of their contribution to profit. 

 After an initial dividend has been paid out for a Fund year, the results are 

recalculated annually to take into account any future change in the claim 

development of that Fund Year, either positive or negative.  The annual 

recalculation protects the Fund against any adverse claim development that may 

occur.   

 
Dividend Payment Schedule 

 

Once a dividend distribution has been authorized, the TBG Board of Directors will 

determine the amount of the annual dividend paid subject to the following maximum 

percentage payout each year.   

 

 1st Year – 20% of the total authorized dividend 

 2nd Year – 40% of the total authorized dividend less amounts preciously paid 

 3rd Year – 60% of the total authorized dividend less amounts previously paid  

 4th Year – 80% of the total authorized dividend less amounts previously paid 

 5th Year – At discretion of TBG Board of Directors after a Fund Year has been 

closed with no future claim liabilities 
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3. FUND DEFICIT 
 

A.   Assessment of Deficit:  When, in accordance with applicable laws and 

regulations of the State of Minnesota, a deficit for any Fund Year exists, the TBG Board 

of Directors may make up such deficit as follows: 

 

 The Board may order an assessment of every Member from the deficit Fund Year, 

whether or not the Member continues to be a Member at the time of the 

assessment.  Such assessment will be pro-rata in the ratio of the Audited Premium 

of each Member bears to the total Audited Premium of all the Members during the 

deficit Fund Year.  Additional assessments may be made as necessary. 

  

4. PENALTIES:  In the event that any additional compensation pursuant to M.S. 

Chap. 176.225, or similar statute, or damages pursuant to M.S. Chap. 176.82, or similar 

statute, or any similar damages are assessed against TBG, the Board, after authorizing 

payment of such penalty or damages, shall pursue recovery in full from the Members, 

former Members, person and/or persons whose actions gave rise to the assessment of 

such penalty or judgment. 

 

5. DISCIPLINE OF MEMBERS 

 
A.   Expulsion of Members:  The Board may expel Members from TBG for the 

following reasons: 

 

 Non-payment of Premium or Assessments:  In the event that the monthly 

payroll report and premium payment due to the program by a Member are not 

paid by the 15th of the month, a late fee penalty of $100 will be charged after five 

(5) days of delinquency. A written notice of termination shall be sent via U.S.Mail 

to said Member after ten (10) days of delinquency. If after thirty (30) days from 

the date of notice, all past due amounts are not paid, its membership in TBG shall 

terminate, effective at twelve o’clock midnight on the thirtieth day from the date 

notice of the termination was given. Additional liability may exist after the 

termination date which would be determined by an audit.  Any payments received 

from a former Member after the termination of workers’ compensation coverage 

shall not result in an automatic reinstatement or continuation of workers’ 

compensation coverage.  The payment will be applied to any outstanding liability 

owed by the former Member to TBG and any additional liability that may exist as 

may be determined by audit.  The balance of the payments will then be returned to 

the former Member.   

 

At the discretion of TBG, a Member may be reinstated if all premium has been 

paid to date, if the member has no past due obligations owed to TBG, if the 

Member has had no known losses since the time coverage was cancelled, and if 

the Member pays a $100 reinstatement fee and complies with any other TBG 

requirements for reinstatement.   
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 Adverse Loss Experience:  If in any two year period of TBG, a  

Member incurs losses in excess of his/her premium for that two year period; a 

detailed analysis of that Member’s losses shall be undertaken by the TBG 

underwriting staff.  After reviewing this analysis, TBG underwriting may 

terminate the Member’s membership in TBG upon thirty (30) days written notice. 

 

 Noncompliance with Safety Recommendations:  If in the opinion of the  

TBG Staff, any Member has failed to comply with the safety and loss control 

recommendations provided by TBG Loss Control, its membership in TBG may be 

terminated upon thirty (30) days written notice. 

 

 Failure to Submit Financials:  Failure to submit the latest financial statement by 

August 15th of each year when asked.  The information is necessary in order to 

complete a required Department of Commerce report.  Non-compliance with this 

requirement may result in expulsion from the Fund. 

 

 Other Reasons:  Membership in this Group may be terminated upon thirty (30) 

days written notice for any of the following reasons: 

 

i.  Failure to report losses promptly. 

ii. Failure to cooperate in an investigation and/or defense of claims. 

iii Failure to maintain, on a continuing basis, the membership qualifications 

outlined in Article IV Paragraph 1 of TBG’s bylaws. 

iv. Misrepresentation or fraud made by or with the knowledge of the Member 

in obtaining or continuing membership. 

v. Substantial change in the risk assumed.   

vi.  Refusal of the Member to eliminate known conditions that increase  

the potential for loss after notification by TBG Loss Control, that  

the condition must be removed. 

                 vii.  Based upon a recommendation of the Commerce Commissioner.  

                 viii. Any other regulatory basis permitted by the applicable law and rule of  

       the State of Minnesota. 

  ix. Failure to provide the TBG Audit Department, its agents or employees,  

       with requested information to perform the annual audit. 

  x.  Failure to maintain, on a continuing basis, the payroll requirements that  

       produce the minimum premium. 

 

6. WITHDRAWAL FROM MEMBERSHIP:  Once accepted for 

membership, a Member must belong to TBG for at least one year.  If a Member 

voluntarily terminates its membership in TBG during the second or third year of their 

annual membership, TBG shall assess the Member the following penalties:  25% of the 

previous year’s annual audited premium due from that Member if termination occurs 

within the second year of membership, and 15% of the previous year’s annual audited 

premium due from that Member if termination occurs within the third year.   
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No penalty shall be required if an employer’s withdrawal is due to merger, dissolution, 

sale of the company, or change in the type of business so that it is no longer engaged in 

the same industry as the rest of the employers of TBG.  Any additional deficit determined 

after withdrawal to be attributable to the withdrawn Member shall be paid to TBG by the 

withdrawn Member upon demand by TBG. 
 

7. MEMBER DISPUTES:  Any dispute between Members regarding any 

matter concerning TBG shall be resolved by the determination of a simple majority from 

the Board. 
 

8. MEMBER RIGHT OF SUBROGATION:  Each Member shall assign 

to TBG its right to subrogation under Minn. Stat. § 176.061 in connection with any injury 

occurring during its period of membership. 
 

9. COSTS AND FEES:  If a Member owes money to TBG due to non-payment 

of premiums, assessments, withdrawal from membership or any other reason, and the 

Member fails to promptly pay those fees, the Member must reimburse TBG for any and 

all costs, disbursements and fees, including attorney’s fees, expended by TBG in its 

efforts to collect the money owed by the Member. 

 

10. INVESTMENTS OF THE FUND:    The investments of the Fund must 

comply with Minnesota statute 79A.22.  The Investment Committee shall choose an 

Investment Advisor to develop an Investment Policy Statement subject to Investment 

Committee approval.  The Investment Advisor will oversee the investments of the Fund 

and make recommendations to the Investment Committee.  The Investment Committee 

will meet with the Investment Advisor(s) on a periodic basis to ensure the IPS is being 

followed and to make any changes as needed. 

 

11. LOSS CONTROL SERVICES:  Loss control services will be provided to 

the Members of the Fund on an as needed basis and be available to all Members of the 

Fund. 


