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KPMG Peat Marwick Lip

Suite 3500 One Shell Square
New Orleans, LA 701398-3599

In n Audi '

Officers and Trustees
Louisiana Municipal Risk Management Agency
Accident and Health Fund:

We have audited the accompanying balance sheets of Louisiana Municipal Risk
Management Agency - Accident and Health Fund (a gquasi-public organization)
{the Fund) as of December 31, 1995 and 1994, and the related statements of
revenues, expenses and changes in fund balance (deficit), and cash flows for
the vyears then ended. These financial statements are the responsibility of
the Fund's management. Our responsibility is to express an opinion on these
financial statements based on our audits,

We conducted our audits in accordance with generally accepted auditing
standards and with Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free ©of material misstatement. An audit includes examining, o©on
a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, a8 well as evaluating the
overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Louisiana Municipal Risk
Management Agency - Accident and Health Fund as of December 31, 1995 and 1994,
and the results of its operations and its cash flows for the years then ended
in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report
dated April 5, 1996 on our consideration of the Fund’s internal controeol

structure and a report dated April 5, 1996 on its compliance with laws and
regulations,

Kamp i Mok L7

April 5, 1996
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LOUISTIANA MUNICIPAL RISK MANAGEMENT AGENCY

ACCIDENT AND HEALTH FUND

Balance Sheets

December 31, 1995 and 1994

Assets

Cash (note 4}
Investments

Reinsurance receivable
Accounts receivable
Accrued interest receivable

Total assets

Liabilit ] { Fund Bal Deficit]

Liabilities:
Unpaid claims reserve (note 3)
Unearned premium (note 2)
Due to affiliates (note 2)
Accounts payable

Fund balance {deficit) (note 6)

See accompanying notes to financial statements.

1995

$ —
2,527,623
37,452
112,712

—_1,076

$ 2,679,763

2,265,000
300,000
34,699
. 02,352

2,692,051

—{12,288)

$ 2,679,763

12234

104,813
2,352,279
284,049
19,156

1,187

2,761,484

2,075,000
510,773
71,901

_ 24,708

2,682,432

— 19,052

2,761,484




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY

ACCIDENT AND HEALTH FUND

Statements of Revenues, Expenses and Changes in Fund Balance (Deficit)

Years ended December 31, 19985 and 1994

Operating revenues:
Premium income 5
Interest income

Total operating revenue

Operating expenses:

Administrative fees (note 2)

Claims expense {note 3)

Reinsurance premiums

Service agent fees (note 2)

Miscellaneous

Total operating expenses

(Deficiency) excess of revenues over expenses

Fund balance {(deficit), beginning of year

Fund balance (deficit), end of year S

See accompanying notes to financial statements.

1995 1924

9,779,305 10,065,184
129,260 19,531

9,908,574 10,144,781

21,912 23,015
9,077,188 8,459,860
408, 915 421,949
488,763 512,081
3,136 (4,697)

_9.999,914 _9,412,208

(91,340) 732,573

79,052 ___{(653,021)

(12, 288) 79,052




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Statements of Cash Flows

Years ended December 31, 1995 and 1924

19395 4904
Cash flows from operating activities:
(Deficiency) excess of revenue over expenses (91, 340) 732,573
Less adjustment for investment income _(129,269) . £79,597)
(220,609) 652,976
Adjustments to reconcile excess (deficiency)
of operating revenues over expenses to net
cash provided by {(used in) operations:
Decrease {increase) in due from reinsurer 246,596 (284,049)
Increase in receivables (93,556) (19,156)
Increase (decrease) in unpaid claims
reserves 190,000 {58, 000)
(Decrease) increase in accounts payable,
due to affiliates and unearned premiums (180,381) 11,000
Total adjustments _ 162,659 _(290,20%)
Net cash (used in) provided by operating
activities _(57,93%0) _ 362,771
Cash flows from investing activities:
Purchase of investments (434, 284) (422,510)
Sales/maturities of investments 258, 941 -
Investment interest received 128,480 718,410
Net cash used in investing activities {(46,863) _(344,100)
'Net (decrease) increase in cash (104,813) 18,671
Cash, beginning of year 104,813 86,142
Cash, end of vear — 104,813

See accompanving notes to financial statements,




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

December 31, 1995 and 1994

(1) Sianifi ¥ * Polic

(a)

Backaround and Financis atepent Presentation

Louisiana Municipal Risk Management Agency (LMRMA) was formed under
Louisiana Act No. 462 of 1979 to provide a program of worker's
compensation, accident and health, and public liability coverage for

its member organizations. In accordance with Revised Statutes
33:1341-1350, all 1local government subdivisions in the State of
Louisiana are eligible to participate. The Accident and Health

Fund’s (the Fund) general obijectives are to formulate, develop, and
administer, on behalf of the member local governmental subdivisions,
a program of interlocal risk management, to obtain lower costs for
that coverage, and to develop a comprehensive loss control program.
Local governmental subdivisions joining the Fund must be members of
the Louisiana Municipal Association; a member may withdraw from the
Fund by giving proper notice. Fund underwriting and rate-setting
policies have been established by the board of the Fund after
congsultation with the actuaries. If the assets of the Fund were to
be exhausted, members would only be responsible for their respective
outstanding claims,

Louisiana Municipal Association (LMA) is an association for the
municipalities of Louisiana and is incorporated as a nonprofit

corporation under the laws of the State of Louisiana. ILMA acts as
the administrator for the Fund.

Risk Management, Inc. (RMI) is a third-party service agent primarily
for ILMRMA insurance funds. RMI, a Louisiana Corporation, is a
wholly-owned subsidiary of LMA.

Louisiana Municipal Reserve Fund Agency (LMRFA) was formed under
Louisiana Revised Statutes 33:1349(e)., IMRFA consists of interlocal
risk management agencies pooling excess funds to  provide
reinsurance. Administration of the Agency is vested in the
Executive Board of 1IMA, LMRFA reinsures the LMRMA Accident and
Health Fund, As of both December 31, 1995 and 1994, there were 75
participating municipalities.

The wvarious LIMRMA Funds, IMA and RMI are all affiliated through

common membership and management control. Although all of these
entities are related parties, their various fund balances are
available only to the individual entity for its operations. For

this reason, each entity is presented as a separate "stand alone"
entity in accordance with GASB 10 and GASB 14.

(Cont inued)



(b)

{c)

(d)

(e)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

Basis of Accounting

The Fund is considered an enterprise fund and, accordingly, uses the
accrual method of accounting and the flow of economic resources
measurement  focus. The Fund applies all applicable  FASB
pronouncements issued on or before November 30, 1989 in accounting
for its operations unless those pronouncements conflict with or
contradict GASP proncuncements.

Investments

Investments include certificates of deposit, money market accounts,
repurchase agreements and U.S. government agency obligations and are
held for long-term investment purposes. Investments are carried at
cost or amortized cost unless there is a decline in wvalue that 1is
considered other than temporary, in which case the carrying amount
13 reduced to market wvalue.

B . : | ts b))

Premiums are recognized as income over the life of the policies as
they become earned. Any adjustments to annual premiums are
considered to be a change in estimate and are recognized in the year
they become known.

- {4 Claj L abilid

The Fund establishes claims liabilities based on estimates of the
ultimate cost of claims (including future claim adjustment expenses)
that have been reported but not settled and of claims that have been
incurred but not reported. The length of time for which such costs
must be estimated wvaries depending on the coverage involved.
Estimated amounts of reinsurance recoverable on unpaid c¢laims are
deducted from the liability for unpaid claims. Because actual
claims costs depend on such complex factors as inflation, changes in
doctrines of legal liability, and damage awards, the process used in
computing claims liability does not necessarily result in an exact
amount . Claims liabilities are recomputed pericdically using a
variety of actuarial and statistical technigues to produce current
estimates that reflect recent setitlements, c¢laims freguency, and
other economic and social factors. A provision for inflation in the
calculation of estimated future claims costs i1s implicit ain the
calculation because reliance is placed both on actual historical
data that reflect past inflation and on other factors that are
considered to Dbe appropriate modifiers of past experience,
Adjustments to claims 1liabilities are charged or credited to
expenses in the period in which they are made., The carrying amount
of liabilities for claims losses and claims expenses is presented at
present value in the financial statements.

(Continued)



(£)

(g)

(h)

(3)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

h E 1Y

For the purposes of the statement of cash flows, cash includes cash
in demand deposit accounts with banks. Because certificates of
deposit, money markets and repurchase agreements are usually
purchased with maturities of 90 days or more or are reinvested
continuously, they are classified as investments.

Reinsurance

The Fund uses reinsurance to reduce its exposure to large losses on
insured events. Further description of the reinsurance coverage is
described in note 5. Reinsurance permits recovery of a portion of
losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The
Fund does not report reinsured risks as liabilities unless it 1is

probable that those risks will not be covered by reinsurers. Claims
expense consists of claims incurred during the current vyear,
adjustments to the accounting estimate of prior vyears' claims

expense and a reduction for ¢laims covered by the reinsurer in
accordance with the reinsurance policy.

income Taxes

The Fund i1is exempt from federal income taxes under Sections 7701 and
115(1) of the Internal Revenue Code.

Use of Estimates

Management o©f the Fund has made a number of estimates and
assumptions relating to the reporting of assets and liabilities to
prepare these financial statements in conformity with generally

accepted accounting principles, Actual results could differ from
those estimates.

(2) Related Party Transactions

(a)

Fees and Services

LMA, RMI and LMRFA provide services related to the self-insurance
funds operated for the benefit of Louisiana municipalities. The
fees for these services are based on a percentage of the respective
earned normal premiums as follows:

1995 1294

Expenses:
Administrative fees - LMA ($0.60 per
person per month) S 21,9012 23,015

Service agent fees ~ RMI ($13.05 for
health participants and $1.20 for
dental participanta) $ 488,763 512,081

(Continued)



(b)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

1995 1994
Reinsurance:
RMI administrative fee (15% of
monthly reinsurance fee) $ 3,500 -
IMRFA (approximately $11 |
.per person) S - 421,949
LMRFA reinsurance reimbursement S 37,453 478, 735
Due to affiliates:
LMA $ 1,839 1,968
RMI 32,860 34,667
LMRFA - 35,266
$ 34,699 71,901

The Fund changed its reinsurer in 1995 as described in note 5.
Premium Rebateg

For the year ended December 31, 1993, IMA'*s Board of Directors
rescolved to rebate $420,000 of excess earned fees from other LMRMA
funds for 1992 to member municipalities of the Fund. These rebates
were taken in the form of credits towards the municipalities' 1994

earned normal premium payments. The $420,000 was paid to LMRMA
Accident and Health Fund prior t¢o December 31, 1993 and is included

in unearned premium at December 31, 1993 and earned premium in 1994.

During 1994, 1IMA's board resolved to rebate §500,000 of 1993's
excess earned fees back to the municipalities in the form of credits
toward their 1995 earned normal premium payments. The $500,000 was
paid to the Fund prior to December 31, 1994 and is included in
unearned premium at December 31, 19294 and earned premium in 1995.

During 192985, 1MA’s board resolved to rebate §300,000 of 1994’s
excess earned fees back to the municipalities in the form of credits
toward their 1996 earned normal premium payments. The $300,000 was
paid to the Fund prior to December 31, 1995 and is included in
unearned premium at December 31, 1895,

(Continued)




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

(3) Claims Expense and Unpaid Claimg Reserve

(4)

The following represents changes in the aggregate liabilities for the
Fund for the years ended December 31, 1995 and 1994:

1995 1994

{(Amounts in thousands)
Unpaid claims and claim adjustment

expenses at beginning of year $ 2,075 2,133
Incurred claims and claim adjustment
expense-provision for insured events 9,164 _8,939
Total incurred claimgs and claims
adjustment expense 11,2398 11,072
Less payments - claims and claim
adjustment expenses L8,.937) {8,1713)
Total unpaid claims and claim
adjustment expenses at end of year 2,302 2,359
Less claims covered by reinsurer _ {37) _(284)
Unpaid claims reserve S 2,265 2,075

Settled claims have not exceeded insurance coverage in any o©of the past
three fiscal years.

Depogits and Investments

The Fund must comply with Rule Number 4 of the Commissioner of
Insurance, State of Louisiana. According to Rule Number 4, all deposits
in financial institutions made by these agencies shall be limited to
institutions in Louisiana unless a higher rate can be obtained in an
out-of-state institution., Deposits in financial institutions may exceed
the federally insured amount in any one financial institution, as Jlong
as the amount is not in excess of the greater of $500,000 or 5% of the
combination of surplus, undivided profits and reserves as currently
reported by the financial insgtitution. In regard to deposits and

investments, the Agency is in compliance with these revised provisions
as of and during the period ended December 31, 13835 and 1554.

The demand deposits are categorized below to give an indication ©of the
level of risk assumed at year end. "Insured"™ deposits are those
balances protected by federal depository insurance. "Uninsured"”
deposits are those balances in excess of federal depository insurance.

1995 1294

Insured 2 - 10C,000
Uninsured —~ 4,813

S -~ 104,813

(Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

Under KRule Number 4 of the Commissioner of Insurance, State of
Louisiana, the Fund may invest any surplus monies in obligations of the
U.S. Government and its agencies, as well as financial institutions.
Included in investments are certificates of deposit, money market
accounts, U.S. Government obligations and repurchase agreements. During
1995, the Fund changed its policy of maintaining a cash account into
wire transferring cash as needed from investments to support
disbursements. Consequently, a zero cash balance is now maintained.

The Fund’s investments are categorized below to give an indication of
the level of risk assumed by the Fund at year-end. Category 1
securities are held by the Fund or its agent in the Fund’s name,.
Category 2 includes uninsured and unregistered investments for which the
securities are held by the broker’s or dealer’s trust department or
agent in the Fund’s name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the broker

or dealer, or by its trust department or agent, but not in the Fund’s
name .

The Fund’s investments are categorized below as of December 31:

1995 1994
Amortized Market Amortized Market
cost value cost value Cateqgory

Repurchase

agreement S 2,154,152 2,154,152 1,991,612 1,991,612 1
Certificates

of deposit -

insured 100,000 100,000 100,000 100,000 -
Money market

accounts 13,631 13,631 1,643 1,643 -
U.S. Government

Obligations 250,840 264,928 259,024 246,686 1

$ 2,527,623 2,532,711 2,352,279 2,339,941

The repurchase agreement and certificates of deposit are collateralized

by obligations of the U.S. Government, registered in the name of and
held by the Fund’s agent.

Unrealized gross gains and losses were as follows as of December 31:

1990 1994
Gross unrealized gains $ 5,089 -
Gross unrealized losses $ - 12,337
(Continued)
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(3)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

Notes to Financial Statements

The scheduled maturities of investments held were as follows at
December 31:

1995 1994

Ameortized Market Amortized Market
cost value cost value

Due in one vyeary $ 2,267,783 2,267,783 2,003,255 2,093,255
Due after one year

through five

years 259,840 264,928 - -
Due after ten

years - - ~ 259,024 __246,68¢%

$ 2,527,623 2,532,711 2,352,272 2,339,941

Res ol .

The Fund and its reinsurers represent a cooperative program fox group
funding and risk management of accident and Thealth c¢claims of
participating lLouisiana municipalities. Although premiums billed to the
participants are determined on an actuarial basis, ultimate liability
for claims remains with the participants, and the Fund has the authority
to assess the participants to fund any deficits incurred,

During the period ended December 31, 1995, the Fund obtained reinsurance
from a commercial insurer to provide the following coverage:

Item I: annual aggregate in excess of 125% of annual aggregate
retention.
Ttem II: 5900, 000 each and every loss in excess of §$100,000 each

and every loss.

The commercial reinsurer covered all claims incurred in 1995, No claims
for reinsurance are ocutstanding from ILMRFA as of December 31, 1995,

During the year ended December 31, 1994 and priocor years, LMRFA provided
reinsurance to the Fund with the following aggregate:

Item I: Annual aggregate 1in excess of 125% of annual aggregate
retention (85% of earned normal premium), limited to a

minimum of aggregate earned normal premium.

Item II: 5950,000 each and every loss in excess of $50,000 each and
every loss.

{(Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
ACCIDENT AND HEALTH FUND

- Notes to Financial Statements

The following is the balance sheet for LMRFA as of December 31, 1994:

Assetls
Cash and cash eguivalents $ 786, 969
Accrued interest receivable 133,578
Due from affiliates 229,445
Investments 2 77

$ 21,815,069

riabilit; i i

Liabilities:
Unpaid claims reserve $ 14,611,085
Unearned premium 39,879
Accrued expense 3,649
14,654,623
Fund balance _1.160,446

$ 21,815,069

(6) Fund Balance Deficit

As of December 31, 1995, the Fund had an accumulated deficit of $20,418.
Management’s plans for eliminating the deficit are to review premiun
agsessments and to consider an additional reimbuxsement of
administrative fees from IMA to the Fund.

12
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KPMG Peat Marwick LLp

Suite 3500 One Shell Sauare
New Orleans, LA 70139-3589

Officers and Trustees
Louisiana Municipal Risk Management Agency
Accident and Health Fund:

We have audited the financial statements of Louisiana Municipal Risk
Management Agency - Accident and Health Fund as of and for the year ended
December 31, 1995, and have issued ocur report thereon dated April 5, 1996,

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
cf the United States. Those standards require that we plan and perform the

audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

The management of Louisiana Municipal Risk Management Agency - Accident and
Health Fund is responsible for establishing and maintaining an internal
control structure. In fulfilling this responsibility, estimates and judgments
by management are required to assess the expected benefits and related costs
of internal contreol structure policies and procedures., The objectives of an
internal control structure are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with
management 's authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted accounting

principles. Becauge of inherent limitations in any internal control
structure, errors or Airregularities may nevertheless occur and not be
detected. Also, projection of any evaluation o©f the structure to future

pericds is subject to the risk that procedures may become inadegquate because
of changes in conditions or that the effectiveness of the design and operation
of policies and procedures may deteriorate.

In planning and performing cur audit of the financial statements of Louisiana
Municipal Risk Management Agency - Accident and Health Fund for the year ended
December 31, 1985, we obtained an understanding of the internal control
structure, With respect to the internal control structure, we obtained an
understanding of the design of relevant policies and procedures and whether
they have been placed in operations, and we assessed control risk in orxder to
determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide an opinion on the internal control
structure. Accordingly, we do not express such an opinion,

13
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Our consideration of the internal control structure would not necessarily
disclose all matters in the internal contrcl structure that might be material
weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the specific internal control structure elements
does not reduce to a relatively low Jlevel the risk that errors or
irregularities in amounts that would be material in relation to the general
purpose financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their
agsigned functions. We noted no matters involving the internal control

structure and its operation that we consider to be material weaknesses as
defined above.

This report is intended for the information of Louisiana Municipal Risk
Management Agency - Accident and Health Fund and the Office of the Legislative
Auditor, State of Louisiana, However, this report is a matter of public
record and its distribution is not limited.

SN (24T %M L

April 5, 199¢
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KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orleans, LA 70139-3599
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Officers and Trustees
Louisiana Municipal Risk Management Agency
Accident and Health Fund:

We have audited the financial statements o©of Louisiana Municipal Risk
Management Agency - Accident and Health Fund as of and for the year ended
December 31, 1995, and have issued our report thereon dated April 5, 1996.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
cf the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

Compliance with laws, regulations and contracts applicable to Louisiana
Municipal Risk Management Agency - Accident and Health Fund is the
responsibility of Louisiana Municipal Risk Management Agency - Accident and
Health Fund's management. As part cof obtaining reasonable assurance about
whether the financial statements are free of material misstatement, we
performed tests ©f Louisiana Municipal Risk Management Agency - Accident and
Health Fund's compliance with c¢ertain provisions of laws, regulations and
contracts. However, the objective of our audit of the financial statements

was not to provide an opinion on overall compliance with such provisions.
Accordingly, we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are
required to be reported herein under Government Auditing Standards.

This report is intended for the information o©f Louisiana Municipal Risk
Management Agency — Accident and Health Fund and the Office of the Legislative

Auditor, State of Louisiana. However, this report is a matter of public
record and its distribution is not limited.

SN 17l Wonidl A7

April 5, 1996
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Financial Statements and Schedule

December 31, 1995 and 1994

With Independent Auditors' Report Thereon




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Table of Contents

Page
Independent Auditors' Report 1
Financial Statements:
Balance Sheets 2
Statements of Revenues, Expenses and Changes
in Fund Balance 3
Statements of Cash Flows 4
Notes to Financial Statements 5-13
Schedule 14
Report on the Internal Control Structure in
Accordance with Government Auditing Standards 15-16
Compliance Report Based on Audit of Financial Statements
Performed in Accordance with Government Auditing
Standards 17




KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orieans, LA 70139-35399

Officers and Trustees
Louigsiana Municipal Risk Management Agency
Public Liability Fund:

We have audited the accompanying balance sheets of Louisiana Municipal Risk
Management Agency - Public Liability Fund (a gquasi-public organization) (the
Fund) as of December 31, 1295 and 1994, and the related statements of
revenues, expenses and changes in fund balance, and cash flows for the years
then ended. These financial statements are the responsibility of the Fund’s
management. Qur responsibility is to express an opinion on these financial
statements based on our audits,

We conducted our audits in accordance with generally accepted auditing
standards and with Government Auditing Standards, issued by the Comptroller

General of the United States, Those standards reguire that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free oO0f material misstatement. An audit includes examining, on

a test basis, evidence supporting the amounts and disclesures in the f£inancial
statements, An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the

overall financial statement presentation, We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position o©f Louisiana Municipal Risk
Management Agency - Public Liability Fund as of December 31, 1995 and 1994,
and the results of its operations and its cash flows for the years then ended
in conformity with generally accepted accounting principles.

In acceordance with Government Auditing Standards, we have also isgssued a
report, dated April 5, 1996, on our consideration of the Fund’s internal

control structure and a report, dated April 5, 1996, on its compliance with
lJaws and regulations,

Our audits were made for the purpose of forming an opinion on the basic

financial statements taken as a whole. The supplementary information included
in the Schedule is presented for purposes of additional analysis and is not a
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required part of the basic¢c financial statements. Such information has been
subjected to the auditing procedures applied in the audits of the financial

statements and, in our opinion, is fairly stated in all material respects in
relation t¢o the basic financial statements taken as a whole.

TG AL ol P

April 5, 1996




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Balance Sheetis

December 31, 1995 and 1994

Assets 1995
Cash (note 4) S 2,531,627
Investments (note 4) 11,348,262
Deductibles receivable 273,333
Accounts receivable 97,758
Accrued interest receivable 122,615
Note receivable (note 2) 2,606,845

$ 16,980,440

Liabilit; | Fund Balance

Liabilities:

Unpaid claims liability (note 3) 9,247,464
Unearned premium {(note 2) 1,926,728
Due to affiliates (note 2} 1,231,491
Accrued expenses 2120
12,406,803

Fund balance 4,573,637

$ 16,980,440

See accompanying notes to financial statements.

1994

98,683
12,157,943

71,805
105,592

~2:904,356

15,338,379

9,477,999
2,164,612
533,350

- 1.273

12,177,234

~3:1€1,145

15,338,379
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Statements of Revenues, Expenses and Changes in Fund Balance

Years ended December 31, 1995 and 1994

1995 1994
Revenues:
Premium income $ 6,515,802 6,105,888
Investment income (note 2) 1,088,966 1,073,063
Refund of administrative fees (note 2(c)) 334,945 -
Total revenue 71,939,713 1,178,951
Expenses:
Administrative fees (note 2) 1,219,282 1,195,398
Claims expense (note 3) 3,151,217 4,396,874
Reinsurance premiums {(note 2) 1,596,371 1,495,943
Service agent (note 2) 553,843 519, 000
Miscellaneous 6,008 2,548
Total expenses ©,527.,221 1.6008,763
Excess (deficiency) of revenues over expenses 1,412,492 {(430,812)
Fund balance, beginning of year 3,161,145 3,591,957
Fund balance, end of year $ 4,573,637 3,161,145

See accompanying notes to financial statements.




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Statements of Cash Flows

Years ended December 31, 1995 and 1594

1925
Cash flows from operating activities:
Excess (deficiency) of operating revenues
over expenses $ 1,412,492
Less adjustment for investment interest (1,088,966)
_ 323,526
Adjustments to reconcile excess (deficiency)
of operating revenues over expenses to net
cash provided (used in) by operations:
Discount earned on investments -
(Increase) decrease in receivables (299, 285)
Increase {(decrease)} in unpaid claims reserve (230,535)
Increase in accrued expenses, unearned
premiums and due to affiliates __460,104
Total adjustments — {69,716)
Net cash provided by (used in)
operating activities _ 203,810
Cash flows from investing activities:
Purchase of investments (2,028,323)
Sale/maturity of investments 2,838,003
Investment interest received 1,071,943
Issuance of note receivable -
Principal payments from note receivable 297,511
Net cash provided by investing
activities 2,172,134
Net increase in cash 2,432,944
Cash, beginning of vear 08,683
Cash, end of year $ 2,531,627

See accompanying notes to financial statements.

(430,812)
(1L.073,063)

(1:203,8793)

(96,952)
50,152
222,999

—=246.606
422,805

(1.081,070)

(3,335,251)
3,373,254
1,051,501

(53,842)
46,044

1,081,706

636

98,683




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

December 31, 1995 and 1994

(1) Sianifi : 3 Polics

(a)

(b)

Louisiana Municipal Risk Management Agency (LMRMA) was formed under

Louisiana Act No. 462 of 1979 to provide a program o©of workers’
compensation, accident and health, and public liability coverage for

its member organizations. In accordance with Revised Statutes
33:1341-1350, all 1local government subdivisions in the state of
Louisiana are eligible to participate. The Public Liability Fund’s

(the Fund) general objectives are to formulate, develop, and
administer, on behalf of the member local governmental subdiwvisions,
a program of interlocal risk management, tc cbtain lower costs for
that coverage, and to develop a comprehensive loss control program.
Local governmental subdivisions Jjoining the fund must be members of
the Louisiana Municipal Association; a member may withdraw from the
fund by giving proper notice. Fund underwriting and rate-setting
policies have been established by the board o©f the Fund after
consultation with the actuaries. If the assets of the fund were to
be exhausted, members would only be responsible for their respective
cutstanding claims.

Louisiana Municipal Association (LMA) is an association for the
municipalities of Louisiana and is incorporated as a non-profit

corporation under the laws of the State of Louisiana., LMA acts as
the administrateor for the Fund.

Risk Management, Inc. (RMI) is a third party service agent primarily
for LMRMA insurance funds. RMI, a Louisiana Corporation, is a
wholly-owned subsidiary of LMA,

Louisiana Municipal Reserve Fund Agency (LMRFA) 1is formed under
Louisiana Revised Statutes 33:1349(e). LMRFA consists of interlocal
risk management agencies pooling excess funds to provide
reinsurance. Administration of ILMRFA is vested in the Executive
Board of LMA. IMRFA reinsures the LMRMA Public Liability Fund.

The various LMRMA Funds, IMA and RMI are all affiliated through
common membership and management control, Although all of these
entities are related parties, their variocus fund balances are
available only to the individual entity for 1its operations. For
this reason each entity is presented as a separate "stand alone®
entity in accordance with GASB 10 and GASB 14.

: e 7 :
The Fund is considered an enterprise fund and, accordingly, uses the

accrual method of accounting and the flow of economic resources
measurement focus. The Fund applies all applicable FASB

(Cont inued)




(d)

(e)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

pronouncements issued on or before November 30, 1989 in accounting
for its operations unless those pronouncements conflict with or
contradict GASB pronouncement.

anvestments

Investments include certificates of deposit, money market accounts,
repurchase agreements and U.S. government agency obligations and are
held for long-term investment purposes. U.S. government agency
obligations are stated at amortized cost unless there is a decline
in value that is considered other than temporary, in which case the
carrying amount is reduced to market wvalue. Management has the

interest and ability to heold investments; therefore, no realized
losses arxe anticipated.

. 1 ; . vab.

Premiums are recognized as income over the life of the policies as
they become earned. Any adjustments to annual premiums are
considered to be a change in estimate and are recognized in the year
they become known.

Accounts receivable are c¢current and considered to be fully
collectible by management; therefore, no reserve for bad debts has
been established.

0 4 Claj Liabilid

The Fund establishes claims liabilities based on estimates of the

ultimate cost of claims (including future claim adjustment expenses)
that have beeéen reported but not settled and of claims that have been

incurred but not reported. The length of time for which such costs
must be estimated varies depending on the coverage involved.
Estimated amounts of reinsurance recoverable on unpaid c¢laims are
deducted from the liability for unpaid claims. Because actual claim
costs depend on such complex factors as inflation, changes in
doctrines of legal liability, and damage awards, the process used in
computing the c¢laims liability does not necessarily result in an
exact amount, particularly for coverages such as general liability.
Claims liabilities are recomputed pericodically using a variety of
actuarial and statistical techniques to produce current estimates
that reflect recent settlements, c¢claims f£frequency, and other
economic and social factors. A provision for inflation in the
calculation of estimated future claims costs is implicit in the
calculation because reliance is placed both on actual historical
data that reflect past inflation and on other factors that are
considered to be appropriate modifiers of past experience.
Adjustments to claims liability are charged or credited to expense
in the periods in which they are made. The costs associated with
new and renewal contracts as acquisition costs are immaterial to the
financial statements and are expensed when incurred. The carrying
amount of liabilities for claim Jlosses and claim expenses are
presented at present value in the financial statements. Such

reserves have been discounted at 6.6% at both December 31, 1995 and
1994,

{Continued)
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(g)

(h)

(1)

LOUISTANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

Statement of Cash Flows

For the purposesg of the statements ¢©f cash flows, cash includes cash
in demand deposit accounts with banks. Because certificates of
deposit, money markets and repurchase agreements are usually

purchased with maturities of 90 days or more, they are classified as
investments (see note 4).

Reinsurance

The Fund uses reinsurance agreements to reduce its exposure to large
losses on insured events. Reinsurance permits recovery of a portion
of losses from reinsurers, although it does not discharge the
primary 1liability of the Fund as direct insurer of the risks
reinsured. The Fund does not report reinsured risks as liabilities
unless 1t 1i1s probable that those risks will not be covered by

reinsurers. As of May 1, 1986, LMRFA became the reinsurer for the
Fund.

income Taxes

The Agency is exempt from federal income taxes under Sections 7701
and 115{1) of the Internal Revenue Code.

Use of Estimates

Management o©of +the Fund has made a number of estimates and
agssumptions relating to the reporting of assets and liabilities to
prepare these financial statements in conformity with generally

accepted accounting principles. AcCtual results could differ from
those estimates.

(2) Related Party Transgctions

(a)

Fees and Services

LMA, RMI and LMRFA provide services related to the self-insurance
funds operated for the benefit of Louisiana municipalities. The
fees for these services are based on a percentage of the respective
earned normal premiums as follows:

19295 1994
Expenses:
Administrative fee - LMA (2% of
ENP plus interest earned) S 1,219,282 1,195,328
Service agent - RMI (8.5% of ENP) S 553,843 519,000
Reinsurance - LMRFA (24.5% of ENP) $ 1,596,371 1,495,943
Reinsurance recoveries - LMRFA $ 1,820,928 4,764,642
(Cont inued)



(b)

(c)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

1995 1994
Due to (from) affiliates:

LMA 5 071,014 947,130
RMI | 49,543 22,700
IMRFA 180,905 _(436,480)
1,201,462 533,350

Reinsurance premium due to LMRFA 30,029 -
Due to{from) affiliate, net $ 1,231,491 533,350

LMA also receives all interest earnings of the Fund as part of this
administrative fee. Amounts have been returned by LMA to the Fund
based on the Board's discretion.

Note Receivable

LMA has a variable rate note agreement with the Fund. The original
balance of the note at September 1, 1992 was $2,935,940 (510,217 and
564,060 of the §£3,000,000 note has not been utilized as of
December 31, 19295 and 1994) and bears an interest rate equal to the
average investment return yvielded the Fund on its other investments
(6.43% and 6.88% at December 31, 1995 and 1994, respectively). LMA
is currently making monthly payments of $20,425 due the first day of
each month based on a 360 month amortization. Collateral for this
note is a building owned by LMA. The Fund earned interest of
£$185,676 and $£1929,051 in respect to the note for the wears ended
December 31, 1995 and 1994, respectively.

The payments on principal balance due at December 31, 1935 of
$2,606,845 are scheduled as follows:

1996 S 79,123
1997 84,363
1998 89, 951
1999 95,908
2000 102,260
2001 and after 2: 155,240

$ 2,606,845

Premium Rebates

For the vear ended December 31, 1993, IMA's Board of Directors
resolved to rebate $586,664 of 1992's earned administrative fees to
member municipalities o©of the Fund. On a prorata basis, the Fund
applied this rebate against 1994 earned normal premium payments of
the municipalities. The §586,664 was paid to the Fund prior to

(Continued)




T, = e = = T e e - e - s— s— e—

LOUISTANA MUNICIPAIL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes £o Financial Statements

December 31, 1993 and was included in unearned premium at
December 31, 1993, As of December 31, 1994, £528,948 had been
applied to premium payments.

During 1994, LMA's Board rescolved to rebate an additional §597,118
of 1993's earned administrative fees back to the municipalities in
the form of credits towards their 1995 earned normal premium
payments. The $597,118 was paid to the Fund prior to December 31,
1994 and is included in unearned premiums at December 31, 1994;

$588,063 of cumulative credits has been applied to earned premium
for the year ended December 31, 1995,

During 1995, I1IMA’s Board resolved to rebate $669,890 of 1994’s
earned administrative fees back to the Fund to be used as follows:

$334,945 to be used by municipalities in the form of credits
toward their 1996 earned normal premium payment; this amount 1is
included in unearned premiums at December 31, 1995,

$334,945 to be accumulated and retained by the Fund for reserves

in future years; this amount is included 1in refund of
administrative fees.

(3) Claims Expense and Unpaid Claims Reserve

The fecllowing represents changes in the aggregate liabilities for the
Fund for the years ended December 31, 1995 and 199%4:

10995 1294

(Amounts in thousands)
Unpaid claims and claim adjustment

expenses at beginning of year $ 21,125 17,891
Incurred claims and claim adjustment expenses:
Provision for insured events of the current

year 7,071 7,311
Increase {decrease) in provision for
insured events of prior years (1,962) 1,694
Total incurred claims and claims
adjustment expense 2,109 2,005
{Cont inued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

1995 1994
(Amounts in thousands)
Payments:

Claims and claim adjustment expenses

attributable of insured events

of current year - $ 463 528
Claims and claim adjustment expenses

attributable to insured events

of prior years ~4,694 2243
Total payments 2107 5,111
Total unpaid claims and claim

adjustment expenses at end of year 21,077 21,125
Less discounting at €.6% for 1995 and 1994 (4,083) (3,892)

Less claims covered by reinsurer (net of
discount) (7,747) A2.75%5)
Unpaid claims reserve $ 9,247 9,478

In addition to the unpaid claims covered by the reinsurer, there are
$30,029 of excess paid c¢laims which are due to the reinsurer at
December 31, 1995 and $4,536 of paid claims due from the reinsurer for
claims prior to 1986. At December 31, 1994, $540,010 of paid claims
were recoverable from the reinsurer,

(4) Deposits and Investments

The Fund must comply with Rule Number 4 of the Commissioner of
Insurance, State of Louisiana. According to Rule Number 4, all deposits
in financial institutions made by these agencies shall be limited to
institutions in Louisiana unless a higher rate c¢can be obtained in an
out~of~sgstate institution. Deposits in financial institutions may exceed
the fﬁd&rally insured amount in any one financial institution, as long
as the amount is not in excess of the greater of $500,000 or 5% of the
combination o©f surplus, undivided profits and reserves as currently
reported by the financial institution in gquestion. In regard to
depeosits and investments, the Agency is in compliance with these revised
provisions during the vears ended December 31, 1995 and 1994.

The demand deposits are categorized below to give an indication of the

level of risk assumed at vyear end. "Insured”™ deposits are those

(Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

balances protected by federal depository insurance or  pledged
collateral, "Uningsured”™ deposits are those balances in excess of
federal depository insurance or pledged collateral.

1995 1294

Insured | $ 2,531,627 98, 683
Uninsured -

$ 2,531,627 98,683

Under Rule Number 4 o©f +the Commissioner of Insurance, State of
Louvisiana, the Fund may invest any surplus monies in obligations o©of the
U.S. Government and i1ts agencies as well as financial institutions.
Included in investments are certificates of deposit, money market
accounts and repurchase agreements.

The Fund’s investments are categorized below to give an indication of
the 1level of risk assumed by the Fund at year—end. Category 1
securities are held by the Fund or its agent in the Fund’s name.
Category 2 includes uninsured and unregistered investments for which the
securities are held by the broker’s or dealer’s trust department or
agent in the Fund’s name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the broker
or dealer, cor by its trust department or agent, but not in the Fund’s
name .,

The amortized cost, unrealized gains, unrealized losses, market value
and category classification for investments as of December 31, 1995 and
1994 are as follows:

Amortized Unrealized Unrealized Market

cogt gains logzes value Category
December 31, 1995:
Certificates of
deposit S 200, 000 - - 200,000 -
Money market accounts €50, 734 - - 650,734 -
U.5. Government and
Agency Obligations:
Mortgage—-backed
securities 2,412,389 17,798 (27, 606) 2,402,581 1
U.S5. Treasury
securities 8,085,139 161,037 {101,944) 8,144,232 1
$ 11,348,262 178,835 {129,550} 11,397,547
(Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

Notes to Financial Statements

Amortized Unrealized Unrealized Market

copt gains lospes value Categoxry
December 31, 1994:
Certificates of
deposit S 599,000 - - 599,000 -
Money market accounts 213,427 - - 273,427 -
Repurchase agreements 7715, 961 - - 775,961 1
U.S5. Government and
Agency Obligations:
U.5. Treasury
securities 3,486,556 135 (367,957} 3,119,334 1
Mortgage-backed
gecurities 6,724,213 - (755, 910) 5,968,303 1
Obligations of
state and
political
subdivisions 298,786 1,069 (14,131) 285,124 1

$ 12,157,943 1,804 (1,137,998) 11,021,749

The U.S. Government agency obkligation investments are direct obligations
registered in the name of the Fund and held by the Fund’s investment
agent. The repurchase agreement, certificates of deposits, cash and
money markets are collateralized by obligations of the U.S. Government
registered in the name of and held by the Fund’s agent.

Included in investment balances as o0of December 31, 1995 and 1994 are
derivative investments. As of December 31, 1895, these investments

included U.S. Treasury strips, collateralized mortgage obligations, and
floating rate securities with a cost of $5,148,092 and a market value of
54,992,484, These derivative investments are interest rate sensitive

and, as a result, could experience future market value fluctuations.

The scheduled maturities of investments were as follows at December 31:

1995 1994
Amortized Market Amortized Market
cost value cost value
Due in one yearx $ 1,151,71e 1,154,561 1,701,084 1,698,388
Due after cone vear
through five years 4,505,109 4,578,819 3,173,229 3,033,521
Due after five vyears
through ten years 1,314,799 1,321,815 1,330,042 1,209,905
Due after ten vyears 4,316,038 __ 4,342,352 2,353,588 5,079,935
$ 11,348,262 11,397,547 12,157,943 11,021,749
(Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LTABILITY FUND

Notes to Financial Statements

Reinsurance Policy Coverage

buring the periods ended December 31, 1995 and 1994, IMRFA provided
reinsurance to LMRMA Public Liability Fund with the following aggregate:

Item I: $5,000,000 annual aggregate excess of 65% of earned normal
premium
Item II: $500,000 each and every loss in excess of $100,000 each

and every loss

The Fund and IMRFA represent a cooperative program for group funding and
risk management of public liability c¢laims of participating Louisiana
municipalities. At December 31, 1995 and 1994, there were 201 and 194
participating municipalities, respectively. Although premiums billed to
the participants are determined on an actuarial basis, ultimate
liability for claims remains with the participants.

Prior to 1993, Louisiana law limited the liability of the municipalities
to $500,000 per occurrence, During 1993, the Loeouisiana Supreme Court
revoked this limit. The above "specific reinsurance limits"™ for the
Public Liability fund cover claims up to £$500,000. As of November 1,
1995, the statutory liability increased to $750,000 from $500,000. The
Fund’s coverage remains unchanged.

The following are balance sheets for IMRFA for the years ended
December 31, 1995 and 1994:
Asgetls
1225 1224
Cash and cash eguivalents S 100,380 786,969
Accrued interest receivable 170,275 133,578
Due from affiliates 289,102 229,445
Investments 23:.007,203 20,665,077
$ 23,566,960 21,815,009

Liabilit i ; ]

Liabilities:

Unpaid claims reserve $ 15,296,160 14,611,005

Unearned premium 46,663
Accrued expense 174,476
15,517,299

Fund balance _8:049,66]

$ 23,566, 960

14

39,879
3,640

14,654,623

~1.160,44¢

21,815,069




Schedule

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
PUBLIC LIABILITY FUND

The table below illustrates the Fund's earned normal premium and investment
income compared to related costs and claims expense (net of loss assumed by
reinsurers) incurred by the Fund as of the end of 1995 and as of the end of
each of the last eight years.

15

Fund Yeaxr Ended
1995 4994 1993 1992 19391 1990 1989 1988
{(in thousands)
ENP and investment
income s 7,605 7,179 7,170 7,179 6,890 6,783 6,600 6,062
Operating costs
unallocated $ 3,397 3,213 3,247 3,031 3,062 2,991 2,921 2,513
Estimated incurred
claims and expense,
end of policy year $ 4,243 3,976 3,930 4,003 3,843 3,814 3,799 3,382
Paid {(cumulative)
as of:
End of policy
year 463 - 528 405 337 415 47% 341 424
One year later - 1,625 1,105 1,249 684 1,081 631 1,258
Two years later - - 2,019 2,668 2,007 1,802 1,750 1,492
Three years later - - - 3,297 2,613 2,556 2,474 2,258
Four years laterxr - - - - 2,721 2,752 2,841 2,516
Five years later - - - - - 2,946 3,129 2,712
Six years later - - - - - - 3,322 2,826
Seven years later - - - - - - - 2,772
Re-estimated incurred
claims and claims
expense;
End of peolicy
vear $ 4,243 3,976 3,930 4,003 3,843 3,814 3,792 3,382
One vear later - 3,976 3,930 4,037 3,843 3,814 3,799 3,613
Two years laterx - - 3,930 4,037 3,877 3,814 3,685 3,133
Three years later - - - 4,037 3,877 3,829 3,604 3,629
Four years later - - - - 3,877 3,829 3,804 3,425
Five years later - - - - - 3,829 3,804 3,654
Six years later - - - - - - 3,804 3,654
Seven years later - - - - - - - 3,604
Increase in estimated
incurred claims
and expense from
end of policy
year - - - 34 34 15 5 272




KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orleans, LA 70139-3599

Hith Government Auditing Standards

Officers and Trustees
Louisiana Municipal Risk Management Agency
Public Liability Fund:

We have audited the financial statements of TLouisiana Municipal Risk
Management Agency - Public Liability Fund as o©of and for the year ended
December 31, 1995, and have issued our report thereon dated April 5, 1996.

We conducted our audit 1in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

The management of Louisiana Municipal Risk Management Agency - Public
Liability Fund is responsible for establishing and maintaining an internal
control structure. In fulfilling this responsibility, estimates and judgments

by management are required to assess the expected benefits and related costs
cf internal contrel structure policies and procedures. The objectives of an

internal control structure are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with
management 's authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted accounting

principles. Because of 1inherent Jlimitations in any dinternal control
structure, errors o©r irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of the structure to future

periods i1s subject to the risk that procedures may become inadequate because
of changes in conditions or that the effectiveness of the design and operation
of policies and procedures may deteriorate.

In planning and performing our audit of the financial statements of Louisiana
Municipal Risk Management Agency - Public Liability Fund for the year ended
December 31, 1995, we obtained an understanding of the internal control
structure. With respect to the internal control structure, we obtained an
understanding of the design of relevant policies and procedures and whether
they have been placed in operations, and we assessed control risk in order to
determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide an opinion on the internal control
structure. Accordingly, we do not express such an opinion.

16
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Our consideration of the internal control structure would not necessaraly
discleose all matters in the internal contrel structure that might be material
weaknesses under standards established by the Ameriacan Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the specific internal control structure elements
does not reduce to a relatively 1low level the risk that exrors or
irregularities in amounts that would be material in relation tc the general
purpose financial statements being audited may occur and not Dbe detected
within a timely period by employees in the normal course o©of performing their
assigned functions. We noted no matters involving the internal control
structure and its operation that we consider to be material weaknesses as
defined above. '

This report is intended for the information of Louisiana’ Municipal Risk
Management Agency - Public Liability Fund and the Office of the Legislative

Auditor, State of Louisiana. However, this zreport is a matter of public
record and its distribution is not limited.

TG Tl Wb A4

April 5, 1996
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KPMG Peat Marwick LLpP

Suite 3500 One Shell Square
New Orieans, LA 70138-3599

Cswm_as_e_d on Audit of Financial Statements
Performed in Accordange with Government Auditing Standards

Officers and Trustees
Louisiana Municipal Risk Management Agency
Public Liability Fund:

We have audited the financial statements of Louisiana Municipal Risk
Management Agency = Public Liability Fund as of and for the year ended
December 31, 1995, and have issued our report thereon dated April 5, 1996.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
awvdit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

Compliance with Jlaws, regulations and contracts applicable to Louisiana
Municipal Risk Management Agency - Public Liability Fund is the responsibility
of Louisiana Municipal Risk Management Agency - Public Liability Fund's
management . Ags part of obtaining reasonable assurance about whether the
financial statements are free of material misstatement, we performed tests of
Louisiana Municipal Risk Management Agency =~ Public Liability Fund's
compliance with certain provisions of laws, regulations and contracts.
However, the objective of our audit of the financial statements was not to
provide an opinicn on overall compliance with such provisions. Accordingly,
we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are
required to be reported herein under Government Auditing Standards.

This report 1is intended for the information of Louisiana Municipal Risk
Management Agency - Public Liability Fund and the Office of the legislative
Auditor, State of Louisiana, However, this report is a matter of public
record and its distribution is not limited.
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KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New QOrleans, LA 70139-3592

Officers and Trustees
Louisiana Municipal Risk Management Agency
Workers' Compensation Fund:

We have audited the accompanying balance sheets o©f Louisiana Municipal Rask
Management Agency - Workers' Compensation Fund (a quasi-public organization)
(the Fund) as of December 31, 1995 and 1994, and the related statements of
revenues, expenses and changes in fund balance, and cash flows for the years
then ended. These financial statements are the responsibility o©of the Fund’s
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards and with Government Auditing Standards, issuved by the Comptreller
General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide

a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Louisiana Municipal Risk
Management Agency - Workers' Compensation Fund as o©of December 31, 1995 and
1994, and the results of its coperations and its cash flows for the years then
ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report
dated April 5, 1996 on our consideration of the Fund’s internal control
- structure and a report dated April 5, 1996 on its compliance with laws and
regulations.

Our audits were made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The supplementary information included
in the Schedule is presented for purposes of additional analysis and is not a
required part ©of the basic¢ financial statements. Such information has been
subjected to the auditing procedures applied in the audits of the financial
statements and in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.
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April 5, 1996
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS'™ COMPENSATION FUND

Balance Sheets

December 31, 1995 and 1994

Assets 41990 1994
Cash (note 4) | S - 105,509
Investments {(note 4) 16,828,020 14,574,192
Accounts receivable 1,004,274 1,023,670
Due from reinsurer (note 3) 826,008 300,929
Accrued interest receivable 124,400 _ 98,402

S 18,782,702 16,102,708

Liabilit i i

Liabilities:
Unpaid claims liability (note 3) 8,765,000 8,908,929
Due to affiliates (note 2) 1,284,320 1,045,828
Unearned premium (note 2) 1,235,466 1,492,916
Accrued expenses 479,890 __ 203,403
11,764,676 11,651,077
Fund balance 1,018,026 _4,451,.631

$ 18,782,702 16,102,708

See accompanying notes to financial statements.




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS'™ COMPENSATION FUND

Statements of Revenues, Expenses and Changes in Fund Balance

Years ended December 31, 1995 and 1994

1995 1994
Revenues:
Premium income | $ 8,275,180 8,606,488
Investment income (note 2) 1,231,019 962,505
rRefund of administrative fees (2(b)) 315,055 -
Total revenue 9,821,254 9,568,993
Expenses:
Claims expense {(note 3) 3,875,489 5,689,193
Administrative fees (note 2) 1,433,761 1,173,364
Reinsurance premiums (note 2) 827,518 860, 649
Service agent fees (note 2) 624,776 649,790
Second injury fund assessment 304,256 236,678
Louisiana workers’ compensation assessment 133,939 61, 965
Miscellaneous 55120 1:.817
Total expenses | 1,254,859 8,679,556
Excess of revenues over expenses 2,566,395 889,437
Fund balance, beginning of year 4,451,631 3,562,194
Fund balance, end of year $ 7,018,026 4,451,631

See accompanying notes to financial statements.




LOUISTANA MUNICTIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Statements of Cash Flows

Years ended December 31, 1995 and 1994

1995 1994
Cash flows from operating activities:
Excess of revenues over expenses $ 2,566,395 889,437
Less adjustment for investment interest (1,231,019) _{962,505)
1,335,376 _ {73,068}
Adjustments to reconcile excess of revenues
over expenses to net cash provided by
operations:
Increase in receivables (505,677) (163,339)
(Decrease) increase in unpaid claims
reserve, net of reinsurance
receivable (143, 929) 033,929
Increase in accounts payable, accrued
expenses, unearned premiums and
due to affiliates 257,528 __ 435,446
Total adjustments _{392,.078) 1,206,036
Net cash provided by operating
activities ' _ 943,298 1,132,968
Cash flows from investing activities:
Investment interest received, net of discounts
earned on investments of $382,740 and
2147,896 in 19295 and 1994, respectively 1,205,021 801,204
Purchase of investments (4,076,076) (5,071,599)
Sale ©of investments 1,822,248 S.13),423
Net cash used in investing activities (1.048.807) (1,138, 972)
Net decrease in cash (105,509) {(6,004)
Cash, beginning of vyear 105,509 111,513
Cash, end of vyear g - 105,509

See accompanying notes to financial statements.




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

December 31, 1995 and 19294

(1) Signifi - 7 - ; bolics

(a)

(b)

Louisiana Municipal Risk Management Agency (LMRMA) was formed under
Louigiana Act No. 462 of 1979 to provide a program of worker’s
compensation, accident and health, and public liability coverage for

its member organizations. In accordance with Revised Statutes
33:1341-1350, all local government subdivisions in the state of
Louisiana are eligible to participate. The LMRMA-Workers’

Compensation Fund (the Fund) general objectives are to formulate,
develop, and administer, on behalf of the member local governmental
subdivisions, a program of interlocal risk management, to obtain
lower costs for that coverage, and to develop a comprehensive loss
control program. Local governmental subdivisions joining the fund
must be members of the Louisiana Municipal Association; a member may
withdraw from the fund by giving proper notice, Fund underwraiting
and rate-setting policies have been established by the board of the
Fund, after consultation with the actuaries. If the assets of the
Fund were to be exhausted, members would only be responsible for
their respective cutstanding claims.

Louisiana Municipal Association (LMA) is an association for the
municipalities of Louisiana and 1is incorporated as a nonprofit

corporation under the laws of the State of Louisiana. LMA acts as
the administrator for LMRMA.

Risk Management, Inc. (RMI) is a third-party service agent primarily
for LMRMA insurance funds. RMI, a Louisiana Corporation, is a
wholly-owned subsidiary of LMA.

Louigiana Municipal Reserve Fund Agency (LMRFA) was formed under
Louisiana Revised Statutes 33:134%{(e). IMRFA consists of interlocal
risk management agencies pooling excess funds to provide
reinsurance., Administration of the Agency is vested in the
Executive Board of LMA. LMRFA reinsures the IMRMA Workers'
Compensation Fund.

The wvarious LMRMA Funds, 1LMA and IMRMA are all affiliated through

common membership and management controel. Although all o¢of these
entities are related parties, their wvariocous fund balances are
available only to the individual entity for its operations. For

this reason each entity is presented as a separate "stand alone®
entity in accordance with GASB 10 and 14.

E - EE Il
The Fund is considered an enterprise fund and, accordingly, uses the
accrual method of accounting and the flow of economic resources

measurement focus. The Fund applies all applicable FASB

(Continued)




(c)

(d)

(e)

(£)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

pronouncements issued on or before November 30, 1989 in accounting
for its operations unless those pronouncements conflict with or
contradict GASB pronouncements.

Investments

Investments include certificates of deposit, money market accounts,
repurchase agreements and U.S. government agency obligations and are
held for long-~term investment purposes. U.S. government agency
ocbligations are stated at amortized cost unless there is a decline
in value that is considered other than temporary, in which case the
carrying amount is reduced to market value.

- i £  vab)

Premiums are recognized as income over the life of the policies as
they become earned. Any adjustments to annual premiums are
considered to be a change in estimate and are recognized in the year
they become known.

. 4 Claims Liabilif

The Fund establishes claims liabilities based on estimates of the
ultimate cost of claims (including future claim adiustment expenses)
that have been reported but not settled and of claims that have been
incurred but not reported. The length of time for which such costs
must be estimated varies depending on the coverage involved.

Estimated amounts of reinsurance recoverable on unpaid claims are
deducted from the liability for unpaid claims. Because actual

claims costs depend on such complex factors as inflation, changes in
doctrines of legal liability, and damage awards, the process used in
computing c¢laims liability does not necessarily result in an exact
amount . Claims liabilities are recomputed periodically using a
variety of actuarial and statistical techniques to produce current
estimates that reflect recent settlements, claims fregquency, and
other economic and social factors. A provision for inflation in the
calculation of estimated future claims costs i8 implicit in the
calculation because reliance 1is placed both on actual historical
data that reflects past inflation and on other factors that are
considered to be appropriate modifiers of past experience.
Adjustments to claims liabilities are charged or credited to expense
in the periods in which they are made. The carrying amount of
liabilities for claims losses and claims expense are presented at
present wvalue in the financial statements. The costs associated
with new and renewed contracts, acquisition costs, are i1mmaterial to
the financial statements and are expensed when incurred. Such

reserves have been discounted at 6.6% at both December 31, 19295 and
1994,

Statement ©of Cash Flows

For the purposes of the statement o©of cash flows, cash includes cash
in demand deposit accounts with banks. Because certificates of

{Cont inued)




(9)

(h)

(1)

LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

deposit, money markets and repurchase agreements are usually
purchased with maturities of 90 days or more, they are classified as
investments.

Reinsurance

The Fund uses reinsurance agreements to reduce its exposure to large
losses on insured events. Reinsurance permits recovery of a portion
of losses from reinsurers, although it does not discharge the
primary liability of the Fund as direct insurer of the risks
reinsured. The Fund does not report reinsured risks as liabilities
unless it 3is probable that those risks will not be covered by

reinsurers. As of May 1, 1986, LMRFA became the reinsurer for the
Fund.

incomne laxes

The Agency is exempt from federal income taxes under Sections 7701
and 115(1) of the Internal Revenue Code.

Use of Estimates

Management o©of the Funds has made a number of estimates and
assumptions relating to the reporting of assets and liabilities to
prepare these financial statements in conformity with generally

accepted accounting principles. Actual results could differ from
those estimates.

(2) Related Parxty Transagtions

(a}

Fees and Services

IMA, RMI and LMRFA provides services related to the self-insurance
funds operated for the benefit of Louisiana municipalities. The

fees for these services are based on a percentage of the respective
earned normal premiums (ENP) as follows:

1995 1994
Expenses:
Administrative fee - LMA (2.45% of
ENP plus interest earned) $ 1,433,761 1,173,364
Service Agent - RMI (7.55% of ENP) $ 624,776 649,790
Reinsurance - LMRFA (10% of ENP) S 827,518 860,649
Due from reinsurer LMRFA (note 3) S 798,588 300,929
{Continued)



(b)

LOUISIANA MUNICIPAIL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

1995 41994
Due to affiliate:
IMA $ 1,151,359 890,962
RMI 54,794 64,218
LMRFA ' | 78,167 90,649

$ 1,284,320 1,045,829

LMRFA reinsurance recoveries $ 816,519 631,368

LMA alsc receives all interest earnings of LMRMA as part of this
administrative fee. Amounts have been returned by LMA to the Fund
based on the Board's discretion,

Premium Rebates

For the vyear ended December 31, 158%3, ILMA's Board of Directors
resolved to rebate $586,663 of 1992's earned administrative fees to
member municipalities of the Fund. On a prorata basis, IMRMA
applied this rebate against 1984 earned normal premium payments of
the municipalities. The $586,663 was paid to the Fund prior to
December 31, 1993 and 1is included in unearned premiums at
December 31, 1993, As of December 31, 1994, 5$362,567 had been
applied to earned premiums.

During 1994, 1IMA's Board resolved to rebate $791,528 of 1993°'s
earned administrative fees back to the municipalities in the form of
credits towards their 1995 earned normal premium payments, The
$791,528 was paid to the Fund pricr to December 31, 1994 and is
included in unearned premiums as of December 31, 1994; a portion of
this amount was used by the municipalities and is included in earned
premiums in the year ended December 31, 1995,

During 1985, ILMA’s Board rescolved to rebate $630,110 of 1994’s
earned administrative fees back to the Fund; of the total amount,
$315,055 is available to the municipalities in the form of credits
toward their 1996 earned normal premium payments and is included in
unearned premiums as of December 31, 1995. The remaining $315,055

18 to be retained by the Fund to offset future claim losses; this

amount is included in revenue in 1995.

{Continued)



LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

{3} Claims Expense and Unpaid Claims Reserve

The following represents changes in the aggregate liabilities for the
Fund for the vears ended December 31, 1985 and 1994:

1995 1394
(Amount s in thousands)
Unpaid claims and claim adjustment

expenses at beginning of year - gross $ 19,183 17,534

Incurred claims and claim adjustment
expenses:
Provision for insured events of

the current year 6,583 7,462
Increase (decrease) in provision for
insured events of prior years ___ 619 {762)

Total incurred claims and claims

adjustment expense 1,202 6,700

Payments:
Claims and claim adjustment expenses
attributable to insured events
of current year | 1,007 819
Claims and claim adjustment expenses
attributable to insured events

of prior years ~3.038 _4.232
Total payments 4,545 2.051

Total unpaid claims and claim
adjustment expenses at end

of year 21,840 19,183

Less discounting at 6.6% for 1995 and 1994 {6,341) (4,694)
Less claims covered by reinsurer (net of

discount) {6,734) {5,580}

Unpaid claims reserve S 8,765 8,909

In addition to the unpaid claims covered by the reinsurers, there are
$826,008 (of which $798,588 is due from LMRFA) and $300,922 of paid
claims which are recoverable from the reinsurer at December 31, 1995 and

1994, respectively. Settled claims have not exceeded insurance
coverage.

(4) Deposits and lInvestmenis
The Fund must comply with Rule Number 4 of the Commissioner of
Insurance, State of Louisiana. According to Rule Number 4, all deposits

in financial institutions made by these Fund’s shall be limited to

(Continued)




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financilal Statements

institutions in Louisiana unless a higher rate c¢an be obtained in an
out-of-state institution. Deposits in financial institutions may exceed
the federally insured amount in any one financial institution, as long
as the amount is not in excess of the greater of $500,000 or 5% of the
combination of surplus, undivided profits and reserves as currently
reported by the financial institution. In regard to deposits and
investments, the Agency is in compliance with these revised provisions
during the period ended December 31, 1995 and 19%4 and as of
December 31, 19985 and 1994.

The demand deposits are categorized below to give an indication of the
level of risk assumed at year end. "Insured”"™ deposits are those
balances protected by federal depository Ainsurance. "Uninsured"®
deposits are those balances in excess of federal depository insurance.

1995 1994
Insured S - 100,000
Uninsured - 5,509
$ - 105,509

Dnder Rule Number 4 of the Commissiponer of Insurance, State of
Louisiana, the Fund may invest any surplus monies in obligations ©of the
U.S. Government and its agencies, as well as financial institutions.
Included in investments are certificates of deposit, money market

accounts and repurchase agreements. During 1995, the Fund changed its
policy of maintaining a cash account into wire-—-transferring cash as
needed from investments to support disbursements. Consequently, a zexo

cash balance is now maintained.

The Fund’s investments are categorized below to give an indication of
the level of risk assumed by the Fund at year-end. Category 1
securities are held by the Fund or its agent in the Fund’s name.
Category 2 includes uninsured and unregistered investments for which the
securities are held by the Dbroker’s or dealer’s trust department or
agent in the Fund’s name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the broker
or dealer, or by its trust department or agent, but not in the Fund’s
name .

(Cont inued)
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LOUISTANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATICN FUND

Notegs to Financial Statements
The amortized cost, unrealized gains, unrealized losses and market wvalue
for investments by security type at December 31, 1995 and 1994 are as

follows:

Amortized Unrealized Unrealized Market

<ozt gains logpes value Category
Decamber 31, 1995: - .
Certificates of
deposit S 300, 000 - — 300,000 -
Money market accounts 491, 681 - - 491, 681 -
Repurchase agreements 3,909,807 - - 3,909,807 1
0.S5. Government
Agency obligations:
Mortgage-backed
securities 3,091, 689 23,469 {69, 250) 3,045,908 1
U.8. Treasury
securities 9,034,843 177,411 (121,654) _9,030,600 1

$ 16,828,020 200,880 (190,904) 16,837,996

December 31, 1994:
Certificates of

deposit 400,000 - - 400,000 -
Money market accounts 366,961 - - 366,961 -
Repurchase agreements 2,954,004 - - 2,954,004 1

U.5. Government
Agency cobligations:
Mortgage—backed

securities 6,464,359 - (592,981} 5,871,378 i
U.5. Treasury
securities 4,097,608 735 {(539,152) 3,559,191 1
Obligations of
state and
pelitical
subdivisions 291,260 110 {13.417) 278,553 1
$ 14,574,192 1,445 (1,145,550) 13,430,087

Included in investment balances as of December 31, 1995 and 1994 are
derivative investments. Ags o©of December 31, 1995, these investments
included U.S. Treasury strips, collateralized mortgage obligations, and
floating rate securities with a cost of $5,219,273 and a market rate of
54,991,182. These derivative investments are interest rate sensitive
and, as a result, could experience future market value fluctuations,
Certificates of deposit and money market accounts are collateralized by
Pledged securities of the Fund’s trustee.

{(Cont inued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

The scheduled maturities of investments held were as follows at
December 31:

1995 1994
Carrving Market Carrying Market
amount value amount value
Due in one yearxr S 4,953,385 4,954,694 3,773,660 3,770,964

Due after one year

through five years 5,240,713 5,290,553 3,742,371 3,590,368
Due after five years

through ten years 2,232,234 2,270,487 1,172,120 1,077,339
Due after ten years 4,40),688 4,322,262 5,886,041 _ 4,991,416

$ 16,828,020 16,837,996 14,574,192 13,430,087

(6) Reinsurance Poligy Coverage

During the periods ended December 31, 1995 and 19%4, IMRFA provided
reinsurance to the Fund with the following aggregate coverage.

Item I: $1,000,000 annual aggregate

Item II: $1,000,000 each and every loss in excess of
$503, 0800 each and every loss up to $450,000

The Fund and LMRFA represent a cooperative program for group funding and
risk management of public liability, workers' compensation and accident

and health claims of participating Louisiana municipalities. At
December 31, 1995 and 1994, there waere 232 and 237 participating
nmunicipalitaies, respectively. Although premiums billed to the

participants are determined on an actuarial basis, ultimate liability
for claims remain with the participants.

The following are balance sheets for IMRFA for the years ended
December 31, 1995 and 1994.

Assets
1995 1994
Cash 5 100,380 786, 969
Accrued interest receivable 170,275 133,578
Due from affiliates 289,102 229,445
Investments 23,007,203 20,665,077
S 23,566,969 21,815,069
{Continued)
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Notes to Financial Statements

Liabilit; { Fund Bal E

1995 1994
Liabilities:
Unpaid claims reserve | S 15,296,160 14,611,095
Unearned premium 46,663 39,879
Accrued expense 174,476 3,649
15,517,299 14,654,623
Fund balance _ 8,049,661 _7,160,446

$ 23,566,960 21,815,069

Effective January 1, 1995, LMRFA purchased reinsurance for workers’
compensation claims from a third party reinsurer. The third party
provided reinsurance to LMRFA with the following aggregate coverage.

Ttem I: $1,000,000 annual aggregate

Item II: $1,000,000 each and every loss in excess of
$50,000 each and every loss up to $450,000

The third party reinsurer is only responsible for those claims incurred

during the year ended December 31, 199§, LMRFA is the reinsurer for
100% of the claims incurred during the years prior to January 1, 1995,

13




LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
COMPENSATION FUND

WORKERS'

December 31,

1995

The table below illustrates the Fund's earned normal premium and investment
income compared to related costs and claims expense

reinsurers)

each of the last eight years.

ENP and invest-
ment i1ncome

Operating
cost s,
unallocated

Estimated
incurred
claims and
expense,
end of
policy year

Paid (cumula-
tive) as of:
Fnd of
pelicy
year

One vyear laterx
Two years

later
Three years
laterxr
Four years
later
Five years
later
Six years
later
Seven years
later
Re—-egtimated
incurred
claims and
claims
expense:
End of
policy
year
One year
later
Two vears
later
Three years
later

Fund Year Ended

{net of loss assumed by
incurred by the Fund as of the end of 1995 and as of the end of

1995 1994 1993 1992 1991 1990 1989 1988

$ 9,506

$ 3,380

$ 1,007

Al

$ 6,512

{in thousands)

9,569 9,886 8,572
2,991 3,136 2,529
6,352 7,041 5,913
819 1,033 1,343
1,736 2,109 3,240
- - 4,472
6,352 7,041 5,913
6,670 6,770 5,656
- 7,163 5,656
14

7,808

2,328

4,678

1,323
2,712

4,379

4,740

4,678
2,309
5,270

5,270

6,658

2,102

4,526

1,576
3,342

4,157
4,691
5,182

5,518

4,526
4,825
4,825

4,744

5,759 4,680
1,922 1,461
3,957 3,212
1,166 713
2,475 1,307
3,276 1,704
3,749 2,029
4,227 2,190
4,499 2,500
4,720 2,737
3,957 3,212
3,973 2,832
3,973 2,168
3,973 2,358

{Cont inued)




Schedule,cont. .

LLOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY
WORKERS' COMPENSATION FUND

Fund Year Ended

1995 1994 1983 1992 1991 1990 1289 1988
{in thousands)

Four years

later $ - - - - 5,270 4,744 3,909 2,537
Five years

later - - - - - 4,744 3,999 3,633
Six years

later - - - - - - 3,999 3,633
Seven years

later - - - - - - - 3,633

Increase in
estimated
incurred
claims and
expense from
end of policy
year $ = 318 122 10

]

592 218 42 42

el

|

See accompanying independent auditors' report.
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KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orieans, LA 70133-3599

Officers and Trustees
Louisiana Municipal Risk Management Agency
Workers' Compensation Fund:

We have audited the financial statements o©of Louisiana Municipal Risk
Management Agency - Workers' Compensation Fund as of and for the year ended
December 31, 1995, and have issued our report thereon dated April 5, 1996.

We conducted our audits 1in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

The management of Louisiana Municipal Risk Management Agency - Workers'
Compensation Fund is responsible for establishing and maintaining an internal
control structure. In fulfilling this responsibility, estimates and judgments

by management are required to assess the expected benefits and related costs
of internal control structure policies and procedures. The objectives of an

internal control structure are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with
management 's authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted accounting

principles. Because of inherent limitations in any internal control
structure, errors or irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of the structure to future

periods is subiject to the risk that procedures may become inadequate because
of changes in conditions or that the effectiveness of the design and operation
of policies and procedures may deteriorate.

In planning and performing our audit of the financial statements of Louisiana
Municipal Risk Management Agency - Workers' Compensation Fund for the vear
ended Decembexr 31, 1995, we obtained an understanding of the design of
relevant policies and procedures and whether they have been placed in
operations, and we assessed control risk in order to determine our auditing
preocedures for the purpose of expressing our opinion on the financial
statements and not to provide an opinion on the internal control structure.
Accordingly, we do not express such an opinion.

16
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Our consideration of the internal control structure would not necessarily
disclose all matters in the internal control structure that might be material
weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the specific internal control structure elements
does not reduce to a relatively low Jevel the risk that errors or
irregularities in amounts that would be material in relation to the general
purpose financial statements being audited may occur and not be detected
within a timely period by employvees in the normal course of performing their
assigned functions,. We noted no matters involving the internal control
structure and its operation that we consider to be material weaknesses as
defined above.

This report is intended for the information of Louisiana Municipal Risk
Management Agency +- Workers' Compensation Fund and the Office of the
Legislative Auditor, State of louisiana., However, this rxeport is a matter of
public record and its distribution is not limited.

AR (2l it 125

April 5, 1996

17



— m— — e— — —

KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orieans, LA 70139-3599

[ ] [ ] [ ]
). ANCce RHepo DSl O . 1al - AL SHNCT L o
- - ) "

Performed in Accordance with ve:umemiuw_&tmmmﬁ

Officers and Trustees
Louisiana Municipal Risk Management Agency
Workers’ Compensation Fund:

We have audited the financial statements of Louisiana Municipal Risk
Management Agency - Workers' Compensation Fund as of and for the vyear ended
December 31, 1995, and have issued our report thereon dated April 5, 1996,

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

Compliance with laws, regulations and contracts applicable +to Louisiana
Municipal Risk Management Agency -~ Workers! Compensation Fund is the
respongibility of Louisiana Municipal Risk Management Agency -~ Workers'

Compensation Fund's management. As part of obtaining reasonable assurance
about whether the financial statements are free of material misstatement, we
performed tests of Louisiana Municipal Risk Management Agency - Workers'
Compensation Fund's c¢ompliance with certain provisions of laws, regulations
and contracts. However, the objective of our audit of the financial
statements was not to provide an opinion on overall compliance with such
provisions. Accordingly, we do not express such an opinion.

The results of our tests discleosed no instances of noncompliance that are
required to be reported herein under Government Auditing Standards.

This report is intended for the information of Louisiana Municipal Risk
Management Agency - Workers' Compensation Fund and the Office of the
Legislative Auditor, State of lLouisiana. However, this report is a matter of
public record and its distribution is not limited.

LN fan? F sl 417>

April 5, 1996
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KPMG Peat Marwick LLp

Suite 3600 One Shell Square
New Orleans, LA 70139-3599

Officers and Trustees
Louisiana Municipal
Reserve Fund Agency:

We have audited the accompanying balance sheets of Louisiana Municipal Reserve
Fund Agency {(a quasi-public organization) (the Fund) as of December 31, 1995
and 1994, and the related statements of revenues, expenses and changes in fund
balance, and cash flows for the years then ended. These financial statements
are the responsibility of the Fund's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards and with Government Auditing Standards, issued by the Comptroller
General o¢f the United States. Those standards reguire that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used
and sgignificant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide

a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Louisiana Municipal Reserve
Fund Agency as of December 31, 1995 and 1994, and the results of its
operations and its cash flows for the years then ended in conformity with
generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report
dated Aprail 5, 1996 on our c¢onsideration o©f the Fund’s internal control

structure and a report dated April 5, 1996 on its compliance with laws and
regulations.

Our audits were made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The supplementary information included
in the Schedule is presented for purposes of additional analysis and 18 not a
required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audits of the financial
statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

KPINE o it 1L

April 5, 1996




LOUISTANA MUNICIPAL
RESERVE  FUND AGENCY

Balance Sheets

December 31, 1995 and 1994

Assets 1995 1994
Cash (note 4) | | S 100,380 786, 969
Investments (note 4) 23,007,203 20,665,077
Due from affiliates {(note 2) 289,102 229,445
Accrued interest receivable 170,275 133,578

$ 23,566,960 21,815,069

Liabilities and Fund Balance

Liabilities:
Unpaid claims reserve (note 3) 15,29¢,160 14,611,095
Unearned premium 46,663 39,879
Accrued expenses _ 174,476 3,649
15,517,299 14,654,623
Fund balance _8.,0490,661 _ 7,160,446

$ 23,566,960 21,815,069

See accompanying notes to financial statements.




Revenues.

LOUISIANA MUNICIPAL

RESERVE

FUND AGENCY

Statements of Revenues, Expenses and Changes in Fund Balance

Years ended December 31,

Premium income {note 2)
Investment income

Expenses:

Total revenue

Claims expense (note 3)
Reinsurance premium expense
Miscellaneous

Excess (deficiency) of revenues over expenses

Total expenses

Fund balance, beginning of year

Fund balance,

end of year

1995

See accompanying notes to financial statements.

and

1994

1995

$ 2,567,352

1,759,727

4,327,149

3,011,023
412,767
—..14,144

3,437,034

889,215

1,160,446

S B,049,661

1394
2,971,438
1:-471.666

4,443,104

5,436,745

— 192,720

9,456,465

(1,013,301}

8,173,807

7,160,446
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LOUISIANA MUNICIPAL
RESERVE FUND AGENCY

Statements of Cash Flows

Years ended December 31,

Cash flows from operating activities:

Excess (deficiency) of revenues over expenses.

Less adjustment for investments income

Adjustments to reconcile excess {deficiency)
of operating revenues over expenses to net
cash provided by (used in) operations:

Increase in due from affiliates
Increase in unpaid claims reserve

Increase (decrease) in unearned premium
and accrued expenses

Total adjustments

Net cash provided by (used in)
operating activities

Cash flows from investing activities:
Purchase of investments
Sale/maturity of investments

Investment interest received, net of
premium accretion of $528,397 and
$232,016 in 1995 and 1994, respectively

Net cash used in investing activities
Net increase {decrease) in cash
Cash, beginning of year

Cash, end of year

See accompanying notes to financial statements.

$

$

1995 and 1994

1995

889,215
(1.7523,797)

—(870,582)

(58, 657)
685,065

177,611

803,019

_(67,563)

(9,090,166)
6,748,040

1,723,100

—(613,026)
(686,589)
786,969

100,380

1924

(1,013,361)
(1.471,666)

(2. 485.027)

(68,526)
3,342,163

e {2 986)
3:.270,651

185,624

(9,325,500)
8,008,776

1,217,615

—(29,100)
686,515

100,454

786, 969




(b)

(c)

(d)

(e)

LOUISTANA MUNICIPAL
RESERVE FUND AGENCY

Notes to Financial Statements

: c .

The Fund is considered an enterprise fund and, accordingly, uses the
accrual method of accounting and the flow of economic resources
measurement  focus. The Fund applies all applicable FASB
pronouncements issued on or before November 30, 1989 in accounting
for its operations unless those pronouncements conflict with or
contradict GASB proncuncements.

idnvestment s

Investments include certificates of deposit, money market accounts,
repurchase agreements and U.S. government agency obligations and are
held for long-term investment purposes. U.S. government agency
obligations are stated at amortized cost unless there is a decline
in value that is considered other than temporary, in which case the
carrying amount is reduced to market value, Management has the
intent and ability to hold investments, therefore, no realized
losses are anticipated.

: 1 c -5 1 3

The premium income of LMRFA collected in the current year is based
on a percentage of earned normal premium of LMRMA workers'
compensation and public Jliability funds, and on a per covered
participant basis for IMRMA accident and health fund (see note 2).
For the vyears ended December 31, 1995 and 1994, IMRFA provided
reinsurance directly to municipalities for a total premium of
$150,247 and $190,240, respectively.

Unpaid Claims Liabilif

The Fund establishes claims liabilities based on estimates of the
ultimate cost of claims (including future claim adjustment expenses)
that have been reported but not settled and of claims that have been
incurred but not reported. The length of time for which such costs
must be estimated varies depending on the coverage involved.
Estimated amounts of reinsurance recoverable on unpaid claims are
deducted from the liability for unpaid claims. Because actual
claims costs depend on such complex factors as inflation, changes in
doctrines of legal liability, and damage awards, the process used in
computing claims liabilities does not necessarily result in an exact
amount, Pparticularly for coverages sSuch as general liability.
Claims liabilities are recomputed pericdically using a variety of
actuarial and statistical technigques to produce current estimates
that reflect recent settlements, c¢laims frequency, and other
economic and social factors. A provision for inflation in the

(Continued)




LOUISIANA MUNICIPAL
RESERVE FUND AGENCY

Notes to Financial Statements

calculation of estimated future claims costs is implicit in the
calculation because reliance is placed both on actual historical
data that reflect past inflation and on other factors that are
considered to be appropriate modifiers of past experience.
Adjustments to claims liabilities are charged or credited to expense
in the pericds in which they are made. The carrying amount of
liabilities for claims losses and claims expenses are presented at
present wvalue in the financial statements. The costs associated
with new and renewed contracts, as acquisition costs, are immaterial
to the financial statements and are expensed when incurred. Such
reserves have been discounted at 6.6% at December 31, 1995 and 1994,

(f}) Statement of Cash Flows

For the purpose of the statements of cash flows, cash includes cash
in—-demand deposit accounts with banks. Because certificates of
deposit, money markets and repurchase agreements are usually
purchased with maturities of 90 days or more, they are classified as
investments (see note 4).

{(g) lIncome Taxes

The Agency is exempt from federal income taxes under Sections 7701
and 115(1) ©of the Internal Revenue Code,

(h) Use of Estimates

Management o©f the Fund has made a number of estimates and
assumptions relating to the reporting of assets and liabilities to
prepare these financial statements in conformity with generally
accepted accounting principles. Actual results could differ from
those estimates.

(2) Related Party Transactions

LMA, RMI and LMRFA provide services related to the self-insurance funds
operated for the benefit of Louisiana municipalities,. The fees for
these services are based on a percentage of the respective earned normal
premiums as follows:

Reinsurance
Feeg 2985 1954
Reinsurance income:;
LMRMA :
Public Liability 24.5% ENP §$ 1,596,371 1,495,943
Workers' Compensation 10.0% ENP 827,518 860,649
Accident and Health 10.0% PcCP - 421,949
$ 2,423,889 2,178,541
{Continued)
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LOUISTANA MUNICIPAIL
RESERVE FUND AGENCY

Notes to Financial Statements

1995 1994
Due from affiliate:
ILMRMA : |

Public Liability $ 210,935 103,530
Workers' Compensation 78,167 90, 649
Accident and Health - ——a20, 866

$ 289,102 229,445

(3) Claims Expense and Unpaid Claims Reserve

The following represents changes in the aggregate liabilities for the
Fund for the years ended December 31, 1995 and 1994:

1995 1994
(Amcunts in thousands)
Unpaid claims and c¢laim adjustment
expenses at beginning of year S 20,572 16,373
Incurred claims and claim adjustment expenses:
Provision for insured events of

the current vyear | 3,793 4,144
Increase in provision for insured events
of prior years —den34 2,150

Total incurred claims and claims

adjustment expense D327 £.294

Payments:
Claims and c¢laim adjustment expenses
attributable t¢ insured events
of current year - 195
Claims and claim adjustment expenses
attributable to insured events

of prior years —ar3D6 —1.,900
Total payments 2ra326 2,095

Total unpaid claims and claim
adjustment expenses at end of year 23,543 20,572
Less discounting at ©.6% for 1995 and 1294 (8,247) (5,961)
Unpaid claims reserve $ 15,296 14,611

Settled claims in 1995 have not exceeded insurance coverage.

(Continued)




LOUISIANA MUNICIPAL
RESERVE FUND AGENCY

Noteg to Financial Statements

{(4) Deposits and Investments

LMR¥FA must comply with Rule Number 4 of the Commissioner o©f Insurance,
State o©of Louisiana,. According to Rule HNumber 4, all deposits in
financial institutions made by these agencies shall be limited to
institutions in Louisiana unless a higher rate can be obtained in an
out—-of-state institution. Deposits in financial institutions may exceed
the federally insured amount in any one financial institution, as long
as the amount is not in excess of the greater of $500,000 oxr 5% of the
combination of surplus, undivided profits and reserves as currently
reported by the financial institution in question. In regard to
deposits and investments, the Fund is in compliance with these revised
provisions during the years ended December 31, 1995 and 1994,

The demand deposits are categorized below to give an indication of the
level of risk assumed at year end. "Insured” deposits are those
balances protected by federal depository insurance. "Uninsured”
deposits are those balances in excess of federal depository insurance.

1995 42994
Insured $ 100,380 100,000
Uninsured - 686, 969

$ 100,380 786,969

Under Rule Number 4 of the Commissioner of Insurance, State of
Louisiana, the Fund may invest any surplus monies in obligations of the
U.S. Government and its agencies, as well as financial institutions.
Included in investments axe certificates of deposit, money market
accounts and repurchase agreements, The amortized cost, unrealized
gains, unrealized losses and market value for investments by type at
December 31, 1995 and 1994, are as follows:

Amortized Unrealized Unrealized Market

sost gains losses value Categoxy
December 31, 1995:
Certificates of deposit § 199, 000 - - 199,000 -
Mcney market accounts 818,026 ~ — 818,026 -
Repurchase agreements 2,876,453 - - 2,876,453 1
U.S. Government Agency
Obligationa:
Mortgage-backed
securities 5,617,468 59,112 (452, 731) 5,223,849 1
U.S. Obligations 13,496,256 £23,5%8 (153,697) 13,896,117 1

$ 23,007,203 312,670 (606,428} 22,713,445

(Continued)



LOUISIANA MUNICIPAL
RESERVE FUND AGENCY

Notes Lo Fainancial Statements

Amortized Unrealized Unrealized Market

cost gains losses value Categorny
Decembear 31, 1994:
Certificates of
deposit $ 299,000 ~ - 299,000 -
Money market accounts 2,386,057 ~ - 2,386,057 -
Repurchase agreements 3,122,202 - — 3,122,202 1
U.8. Government Agency
Obligations:
Mortgage-backed
securities 8,769,908 - (1,578,831 7,191,077 1
U.S. Treasury
securities 5,686,465 36 (883,892) 4,802,609 1
Obligations of
state and
pelitical
subdiviasions 401,445 2,921 {21,957) 382,409 1
$ 20,665,077 2,957 (2,484,680) 18,183,354

The U.S. Government agency obligation investments are direct obligations
registered in the name of the Fund and held by the Fund’s investment
agent. The repurchase agreement and money markets are collateralized by
obligations of the U.S. Government registered in the name of and held by
the Fund’s agent.

The scheduled maturities of securities held were as follows at
December 31:

1995 19904
Amortized Market Amortized Market
cost value cogt value
Due in one year S 4,194,659 4,197,385 6,012,885 6,007,229
Due after one year
through five vyears 8,405,150 8,548,488 3,203,199 3,080,980
Due after five vyears
through ten vyears 4,493,904 4,571,008 944,045 864,910

Due after ten vyears 5,913,490 _5,396,564 10.504,948 8,230,230

$ 23,007,203 22,713,445 20,665,077 18,183,354

Included in investment balances as of December 31, 1995 and 1994 are
derivative investments, As of December 31, 1985, these investments
included U.S. Treasury strips, collateralized mortgage obligations, and
floating rate securities with a cost of $6,102,237 and a market value of
$5,501,421. These derivative investments are interest rate sensitive
and, as a result, could experience future market wvalue fluctuations,

(Continued)
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LOUISIANA MUNICIPAL
RESERVE FUND AGENCY

Notes to Financial Statements

(5) Reinsurance Policy Coverage

Prior to and during the year ended December 31, 1994, IMRFA provided
reinsurance to LMRMA Accident and Health, Public Liability and Workers’
Compensation Funds with the following aggregate:

Hoz] o tion Fund

Item I1: $2,000,000 annual aggregate in excess of 80%
of earned normal premium

Item IIX: $2,000,000 each and every loss in excess of
$175,000 each and every loss

public Liability Fund

IJtem I: $5,000,000 annual aggregate in excess of 65%
of earned normal premium

Item IX: 5500, 000 each and every loss in excess of
$100,000 each and every loss

Accident and Health Fund
Item I: Annual aggregate in excess of 125% of annual aggregate

retention (85% of Earned Normal Premium), listed at
a minimum of earned normal premium

Item II: $950,000 each and every loss in excess of
$50,000 each and every loss

Effective January 1, 1995, LMRMA obtained commercial reinsurance for
claims as follows:

Workers' Compengation Fund
Item I: $1,000,000 annual aggregate
Item II: $1,000,000 each and every loss in excess of

550,000 each and every loss up to $450,000

No changes were made in the Public Liability Fund coverage.

(Cont inued)
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LOUISIANA MUNICIFPAL
RESERVE FUND AGENCY

Notes to Financial Statements

The LMRMA Accident and Health Fund obtained commercial reinsurance
ef fective January 1, 1995 and is not covered by LMRFA,

LMRMA and LMRFA represent a cooperative program for group funding and
risk management of public liability claims of participating Louisiana
municipalities. Although premiums billed to the participants are
determined on an actuarial basis, ultimate liability for claims remains
with the participants.

as of December 31, 1995, LMRFA also provides reinsurance for 3

municipalities for workers’ compensation claims wup to an annual
aggregate amount ranging from 80% to 30% of their standard premium.

12




LOUISIANA MUNICIPAL

RESERVE

December 31,

FUND AGENCY

1995

The table below illustrates the Fund's earned normal premium and investment income
compared to related costs and claims expense incurred by the Fund as of the end of
1995 and as of the end of each of the last eight years.

ENP and investment
income

Operating costs,
unallocated

Estimated incurred
claimg and expense,
end of policy year

Paid {(cumulative) as of:
End of policy year
One year later

Two years later
Three vears later

Four years later
Five years later
Six years later
Seven years later
Re~estimated incurred
claims and claims
expense:
End of policy year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Increase (decrease) in
estimated incurred
claims and expense
from end of policy
Vear

Fund Year Ended

1&25 1994 1993 1992 1221 1990 1989 1088

13

$ 4,327 4,443 4,897
S 427 20 17
$ 3,793 4,144 3,130
S - 195 627
- 487 627
- - 1,175
$ 3,793 4,144 3,130
- 4,230 3,792
- - 3,146
$ - 86 16

{in thousands)

4,079

628

3,739

82
388
1,249
1,562
l.r 732

3,739
2,862
3,526
3,828
4,051

312

3,263

3,912

222
279

279
321

1,008
1,147

3,912
3,608
3,297
3,686
3,122
3,746

(166)

2,603

3,131

516
686
1,152
1,287

3,131
1,846
3, 344
3,297
2,790
2,583
3,319

188

2,437

22
22
22
22
22
103
159
159

2,437
1,816
1,330
1,533
1,088
1,496

909

829

(1,608)
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Officers and Trustees
Louisiana Municipal
Reserve Fund Agency:

We have audited the financial statements of Louisiana Municipal Reserve Fund

Agency as of and for the year ended December 31, 1935, and have issued our
report thereon dated April 5, 1996.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
cf the United States. Those standards reguire that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

In planning and performing ocur audits of the financial statements of Louisiana
Municipal Reserve Fund Agency for the year ended December 31, 19895, we
obtained an understanding of the internal control structure. With respect to
the internal control structure, we obtained an understanding of the design of
relevant policies and procedures and whether they have been placed in
operation, and we assessed control risk in order to determine our auditing
procedures . for the purpose of expressing an opinion on the financial

statements and not to provide an opinicon on the internal control structure.
Accordingly, we do not express such an opinion.

The management of Louisiana Municipal Reserve Fund Agency is responsible for
establishing and maintaining an internal contrel structure. In fulfilling
this responsibility, estimates and 3judgments by management are redquired to
assess the expected benefits and related costs of internal control structure
policies and procedures. The objectives of an internal control structure are
to provide management with reasonable, but not absoclute, assurance that assets
are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Because of inherent
limitations in any internal control structure, errors or irregularities may

14




nevertheless occur and not be detected. Also, projection of any evaluation of
the structure to future periods is subject to the risk that procedures may
bccome inadequate because of changes in conditions or that the effectiveness
of the design and operation of policies and procedures may deteriorate.

Our consideration of the internal contrel structure would not necessarily
disclose all matters in the internal contrel structure that might be material
weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the specific internal control structure elements
does not reduce to a relatively low Jevel the risk that errors or
irregularities in amounts that would be material in relation to the general
purpose financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control

structure and its operation that we consider to be material weaknesses as
defined above,

This report is intended for the information of Louisiana Municipal Reserve
Fund Agency and the Office of the Legislative Auditor, State of Louisiana.
However, this report is a matter of public record and its distribution is not
limited.

I 17 Wi A4

April 5, 1996
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Officers and Trustees
Louisiana Municipal
Reserve Fund Agency:

We have audited the financial statements of Louisiana Municipal Reserve Fund
Agency as of and for the year ended December 31, 1995, and have issued our
report thereon dated April 5, 1996.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free ©f material misstatement,

Compliance with laws, regulations and contracts applicable to Louisiana
Municipal Reserve Fund Agency is the responsibility of Louisiana Municipal
Reserve Fund Agency's management. As part ©of obtaining reasonable assurance
about whether the financial statements are free of material misstatement, we
performed tests of Louisiana Municipal Reserve Fund Agency's compliance with
certain provisions of laws, regulations and contracts. However, the objective
of our audit of the financial statements was not to provide an opinion on
overall compliance with such provisions. Accordingly, we do not express such
an opinion.

The results of our tests disclosed no instances of noncompliance that are
required to be reported herein under Government Auditing Standards.

This report is intended for the information of Louisiana Municipal Reserve
Fund Agency and the Office of the Legislative Auditor, State of Louisiana.

However, this report is a matter of public record and its distribution is not
limited.

KT JaT ik 1P

April 5, 1996
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Officers and Trustees
Louisiana Municipal Association
Unemployment Compensation Fund:

We have audited the accompanying balance sheets of Louisiana Municipal
Association - Unemployment Compensation Fund (a gquasi-public organization)
{the Fund)} as of December 31, 1995 and 19%4, and the related statements of
revenues, expenses and changes in fund balance, and cash flows for the years
then ended. These financial statements are the responsibility of the Fund’s
management. Our responsibility is to express an opinion on these financial
statements based on cur audits.

We conducted our audits in accordance with generally accepted auditing
standards and with Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards regquire that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the

overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our copinion, the financial statements referred to above present fairly, in
all material zrespects, the financial position of Louisiana Municipal
Association - Unemployment Compensation Fund as of December 31, 1995 and 1994,
and the results of its operations and its cash flows for the years then ended
in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a
report, dated April 5, 1996, on our consideration of the Fund’s internal

control structure and a report, dated April 5, 1896, on its compliance with
laws and regulations.

LT Gl Wi ALP

April 5, 1996
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LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Balance Sheets

December 31, 1995 and 1994

Assets 1995 1994
Cash in banks {(note 3) $ 157,072 98,564
Accounts receivable 69,526 90,403
Accrued interest receivable 20,354 7,092
Investments (note 3) 5,553,900 4,920,401

$ 5,800,852 5,116,460

Liabilit; | Fund

Liabilities:
Accrued expenses 11,031 9,741
Unpaid claims reserve {(note 2) 36,374 15,780
47,405 25,521
Fund balance 2,103,441 2:.000,030

$ 5,800,852 5,116,460

See accompanying notes to financial statements.




LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Statements of Revenues, Expenses and Changes in Fund Balance

Years ended December 31, 1995 and 1994

1995 1994
Revenues:
Premium income | $ 354,589 344,209
Investment income 466,416 199,714
Total revenue 823,005 543,023
Expenses:
Claims expense (note 2) 137,030 133,189
Service agent 21,456 20,010
Miscellaneous 2,011 —
Total expenses 160,497 _ 153,199
Excess of revenues over expenses 662,508 390,724
Fund balance, beginning of year 5,090,939 4,700,215
Fund balance, end of year $ 5,753,447 5,090,939

See accompanying notes to financial statements.




LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Statements of Cash Flows

Years ended December 31, 1995 and 1994

1995
Cash flows from operating activities:
Excess of revenues over expenses $ 662,508
Less adijustment for investment interest _(468,4160)
— 124,002
Adjustments to reconcile excess of revenues over
expenses to net cash provided by coperations:
Increase {(decrease) in receivables 20,877
Increase (decrease) in unpaid claims reserve 20,594
Increase in accrued expenses 0 1.290
Total adjustments —_ 42,761
Net cash provided by operating
activities — 436,853
Cash flows from investing activities:
Purchases of investments | {(1,607,839)
Sale on maturity of investments 974,340
Interest income received, net of premium
accretion of $289,426 and $53,230 in 1995
and 1984, respectively 455,154
Net cash used by investing activities {178,345)
Net increase in cash 58,508
Cash, beginning of year 98,564
Cash, end of year 5 157,072

See accompanying notes to financial statements.

1924

390, 724
{142,624)
241,100

{(7,097)
(28, 643)
—— 5,108

—(30,632)

_ 210,468

{(1,597,506)

1,273,835

123,718
_ {139, 953)

10,515

98,564




LOUISIANA MUNICIPAL ASSOCIATION
UNEMP LOYMENT COMPENSATION FUND

Notes to Financial Statements

Decembexr 31, 1995 and 1994

(1) Signifi t 7 . Polic

(b)

(d)

Backaround ang 1nancis atement Presentatio

Louisiana Municipal Association - Unemployment Compensgation Fund
(the Fund) was formed under Louisiana Revised Statutes 23:1552. The
Fund consists of Louisiana municipalities joined together in self-
insurance agreements with respect to unemployment compensation fund
insurance. Administration of the Fund is vested in the Executive
Board of Louisiana Municipal Association.

Louisiana Municipal Association (LMA) is an association for the
municipalities of Louisiana and is incorporated as a nonprofit
corporation under the laws of the State of Louisiana. LMA acts as
the administrator for the Fund.

As of December 31, 1995, there were 4,466 participants and 128
participating municipalities. As of December 31, 1994, there were
4,599 participants and 130 participating municipalities.

The Fund and IMA are affiliated through common membership and
management control. Although both of these entities are related
parties, their wvarious fund balances are available only to the
individual entity for its operations. For this reason each entity

is presented as a separate "stand alone™ entity in accordance with
GASB 10 and GASE 14.

Bas; ¢ 3

" The Fund is considered an enterprise fund and, accordingly, uses the

accrual method of accounting and the flow of economic resources
measurement  focus, The Fund applies all applicable FASB
pronouncements issued on or before November 30, 1989 in accounting
for its operations unless those pronouncements conflict or
contradict GASB pronouncements.

Cash and Cash Flows

For the purposes of the statement of cash flows, cash includes cash
in demand deposit accounts with banks. Because certificates of
deposit, money markets and repurchase agreements are usually
purchased with maturities of 90 days or more or are reinvested
continuocusly, they are classified as investments. Deposits are
carxried at cost and are separately displayed on the balance sheet as
cash in banks,

investments

Investments are carried at cost or amortized cost unless there is a
decline in value that is considered other than temporary, in which

{Cont inued)



LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Notes to Financial Statements

case the carrying amount 1is reduced to market wvalue. Included in
investments are certificates of deposit with original maturities of
greater than 980 days, deposits in money market accounts,
certificates of deposit, investments in U.S. Government Agency
Obligations and Treasury and short-term repurchase agreements,

(e} Unpaild Claims Liability

Claims expense consists of estimated amounts for claims incurred
during the current year and adjustments to¢ the accounting estimate
of prior years' claims expense. Because the adjustment to prior
years' 1loss amounts represents changes in accounting estimates,
these changes are reflected in earnings in the period they become
known. The Fund establishes claim liabilities based on estimates of
the ultimate cost of claims that have been reported, but not vyet
settled.

(f) Income Taxes

The Fund is eXempt from federal income taxes under Sections 7701 and
115(1) of the Internal Revenue Code,.

(g) Use of Estimates

Management ©of the Fund has made a number of estimates and

assumptiocns relating to the reporting of assets and liabilities to
prepare these financial statements in conformity with generally
accepted accounting principles. Actual results c¢could differ from

those estimates.

(2) Claims Expense and Unpaid Claims Reserve

The following represents changes in the aggregate liabilities for the
Fund for the years ended December 31, 1995 and 1994:

1295 1994

(in thousands)
Unpaid claims and claim adjustment expenses at

beginning of year 5 16 _44
Incurred claims and claim adijustment expenses -
provision for insured events of the current year 137 133
Payments:
Claims and claim adjustment expenses attributable
to insured events of current year $ 101 117
Claims and claim adjustment expenses attributable
to insured events of prior vyears 16 44
Total payments 117 161
Total unpaid claims and claim ad-justment
expenses at end of year $ 36 16
(Continued)
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(3)

LOUISITANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Notes to Financial Statements

Settled claims have not exceeded insurance coverage in any of the past
three fiscal years.

Cash and Investments

Cash in banks 18 carried at cost and are separately displayed on the
balance sheet as cash. Certificates of deposit, money market accounts
and repurchase agreements are included in investments as their average
maturity is greater than 90 days or are reinvested continuocusly.

The demand deposits are categorized to give an indication of the level
of risk assumed at vyear end. "Insured” deposits are those balances
protected by federal depository insurance or pledged collateral.
"Uninsured™ deposits are those balances in excess of federal depository
insurance, Bank ac¢ount balances and certificates o©of deposit are either
insured or gsecured by collateral as follows:

1995 1994

Insured $ 157,072 08,564
Uninsured —~ -

$ 157,072 98,564

Under Rule Number 4 of the Commissioner o¢of Insurance, State of

Louisiana, the Fund may invest any surplus monies in obligations of the
U.S5. Government and its agencies as well as financial institutions.
Included in investments are certificates of deposit, money market
accounts and repurchase agreements.

The Fund’s investments are categorized below to give an indication of
the level of risk assumed by the Fund at year-end. Category 1
securities are held by the Fund or its agent in the Fund’s name.
Category 2 includes uninsured and unregistered investments for which the
securities are held by the broker’s or dealer’s trust department or
agent in the Fund’s name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the broker
or dealer, or by its trust department or agent, but not in the Fund’s
name .

(Continued)



LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Notes to Financial Statements

The amortized cost, unrealized gains, unrealized losses and market value

for investments by security type at December 31, 1995 and 1994 are as
follows:

Amortized Unrealized Unrealized Market
cost gains losses value Category
December 31, 1995: |

Certificates

of deposit § 100,000 - - 100,000 -
Money market

accounts 01,943 - - 91, 943 -
U.S. Government

Agency obli-

gations 2,298,093 16,184 (332,868) 1,981,409 1
U.S. Treasury

securities 3,063,864 17,2995 _ {240,369y 2.840,790 1

$ 5,553,900 33,479 (573,237) 5,014,142
December 31, 1994:

Money market

accounts S 119,947 - - 119, 947 -
Repurchase

agreements 665,872 - - 665,872 1
U.S. Government

Agency obli-

gations 3,178,854 - (1,240,164) 1,938,690 1
U.S5. Treasury

securities 955,728 o _{274,101) _ _68l.627 1

$ 4,920,401 - (1,514,265) 3,406,136

The scheduled maturities of securities held were as follows at
December 31:

1995 1994
Amortized Market Amortized Market
cost value cost value
Due in one year $ 191,943 191, 943 785,819 785,819
Due aftexr one year
through five years 1,028,264 1,035,440 158,004 134,491
Due after five years |
through ten vyears 255,712 263,343 6,369 5,427
Due after ten years 4,077,981 3,523,416 3,970,200 2,480,300

$ 5,553,900 5,014,142 4,920,401 3,406,136

(Continued)



LOUISIANA MUNICIPAL ASSOCIATION
UNEMPLOYMENT COMPENSATION FUND

Notes to Financial Statements

Included in investment balances as o©of December 31, 1995 and 1994 are

derivative investments. As of December 31, 1995, these investments
included U.S. Treasury strips and collateralized meortgage obligations
with a cost of $4,152,485 and a market wvalue of §3,597,021. These

derivative investments are interest rate sensitive, and as a result,
could experience future market wvalue fluctuations.




KPMG Peat Marwick LLp

Suite 3500 One Shell Square
New Orleans, LA 70139-3599

Officers and Trustees
Louisiana Municipal Association
Unemployment Compensation Fund:

We have audited the financial statements of Louisiana Municipal Association -
Unemployment Compensation Fund as of and for the year ended December 31, 1995,
and have issued our report thereon dated April 5, 1996.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

The management of Louisiana Municipal Association - Unemployment Compensation
Fund is responsible for establishing and maintaining an internal control

structure. In fulfilling this responsibility, estimates and judgments by
mnanagement are regquired to assess the expected benefits and related costs of
internal control structure pelicies and procedures. The o©objectives o©f an

internal control structure are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with
management 's authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted accounting

principles. Because of inherent limitations 4in any internal control
st ructure, errors or irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of the structure to future

periods is subject to the risk that procedures may become inadequate because
of changes in conditions or that the effectiveness of the design and operation
of policies and procedures may deteriorate.

In planning and performing our audit of the financial statements of Louisiana

Municipal Association - Unemployment Compensation Fund for the vyear ended
December 31, 1995, we obtained an understanding of the internal control
st ructure. With respect to the internal control structure, we obtained an

understanding ¢of the design of relevant policies and procedures and whether
they have been placed in operation, and we assessed control risk in order to
determine our auditing procedures for the purpose of expressing an opinion on
the financial statement and not to provide an opinion on the internal control
structure. Accordingly, we do not express such an opinion.
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Our consideration ©f the internal control structure would not necessarily
disclose all matters in the internal control structure that might be material
weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the specific internal control structure elements
does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the general
purpose financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters invelving the internal control
structure and its operation that we c¢onsider to be material weaknesses as
defined above.

This report is intended for the information of the Louisiana Municipal
Association - TUnemployment Compensation Fund, the Louisiana Legislative
Auditor's Office and the Commissioner of Insurance, State of Louisiana.

However, this report is a matter of public record and its distribution is not
limited.

KNG el W, 15

April 5, 1896
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Officers and Trustees
Louisiana Municipal Association
Unemployment Compensation Fund:

We have audited the financial statements of Louisiana Municipal Association -
Unemployment Compensation Fund as ¢f and for the year ended December 31, 1995,
and have issued our report thereon dated April 5, 1896.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

Compliance with laws, regulations and contracts applicable teo Louisiana
Municipal Association - Unemployment Compensation Fund is the responsibility

of the Fund's management. As part of obtaining reasonable assurance about
whether the financial statements are free of material misstatement, we

performed tests Oof Louisiana Municipal Association - Unemployment Compensation
Fund's compliance with certain provisions of laws, regulations and contracts.
However, the objective of our audit of the financial statements was not to
provide an opinion on overall compliance with such provisions. Accordingly,
we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are
required to be reported herein under Government Auditing Standards.

This report 1s intended for the information of the Louisiana Municipal
Agssociation - Unemployment Compensation Fund, the Louisiana Legislative
Auditcor's Office and the Commissioner of Insurance, State of Louisiana.

However, this report is a matter of public record and its distribution is not
limited.

N 172 Whmindt 427

April 5, 1996
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