
 



 



G R EG  A . K EN N ED Y  

C'url{/~ed l'ublic Accou*zla*~l 
(.4 ]'r(?~,ssio*lal Accom lliH.g Cb*poralio**) 

IN DElq~N DEN T AU DITOR'S REPORq 

Board of M anagers 
l.ouisiana ShEriffs' Automobile Risk Program 
Baton RougE, l.ouisiana 

I havc audited thc accompanying statem ent of financial position ofthc Louisiana Sherifl~' 
Autom obile Risk Program as of June 30, 1998, and the related statem ents of activities, and cash 
flows for thc ),ear then ended. These financial statem ents are the rcsponsibility ofthc Program 's 
managem ent. M y responsibility is to express an opinion on these financial statem ents based on 
m y at, dit. 

1 conducted my audit in accordance w ith generally accepted auditing standards and Governm ent 
Auditing Standards, issued bylhe Com ptroller General of the United States. ]'hose standards 
require that 1 plan and perform the audit to obtain reasonable assurance about whether the 
financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a test 
basis, evidcnce supporting the am ounts and disclosures in the financial statem ents. An audit also 
includes assessing the accounting principles used and significant estimates m ade by m anagement, 
as well as cvaluating the overall financial statem ent presentation. I bclicve that my audit provides 
a reasonable basis for m y opinion. 

In m y opinion, the financial statem ents referred to in the first paragraph present fairly, in all 
m alerial respects, lbe financial position of the Louisiana Sheriffs' Aulom obile Risk Program as of 
June 30, 1998, and the results of its operations for the year then ended in conform ity w ith 
generally accepted accounting principles. 

In accordance w ith Governm ental Auditing Standards. I have also issued a report dated August 
19, 1998 on my consideration of the Louisiana Sheriffs' Autom obile Risk Program intcrnal 
control struEture and a report dated August 19, 1998 on its com pliance with law s and regulations 

The Program has a cumulative deficit as of June 30, 1998 
m ailer are described in N ote 2 to the financial statem ents 

A ugust 19, 1998 
Baton Rouge, l,ouisiana 

M anagcm ent's plans regarding this 

N 'I 
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LOUISIA NA SHERIFFS' A UTO M O BILE RISK PRO GRAM  

STATEM ENTS OF ACTIVITIES 
FOR 3HE YEAR ENDED JUNE 30, 1998 

REVENDE A ND O 1ttER SUPPO RT 
M em bership contributions: 
Liability prem ium s 
Excess prem ium s 

Physical dam age prem ium s 
Inveslm ent incom e 

(W ith Com parative Data for 1997 

Total revenue and other support 

EXPENSES 
Program expenses: 
Claim s and claim expenses paid 
on current losses 

Established claim s reserves 

Adjustment to prior years' claim reserves 
Excess insurance prem ium s 

Unalk)cated loss adjustment expense (credit 

] otal program expenses 

Supporting services: 
Adrninistrators fee 
LSA adm inistation fee 
Other general and adm inistrative 

]otal supporting services 

Total expenses 

Change in net deficit 

NET DEI:ICIT 
June 30. 1997 

June 30. 1998 

1998 

2,243,366 

541,966 
1,288,173 
1,113,085 
338,344 

0 

1.055,398 

219,274 
60,000 
24.274 

303,548 

1,358.946 

1997 

$ 2,261,557 
446,573 
157,474 

136,035 

3,001,639 

567,017 
1,383,854 
1,257,325 
456,707 
(2,000 

3,662,903 

201,561 
65,000 
23,523 

290.084 

3,952,987 

884.420 (951,348 

2,767,856) (1,816,508 

$ (1,883,436) $ (2,767,856 

The accom panying notes are an integm t part of these statem ents 
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LOUISIANA SHERIFFS' AUTOM OBILE RISK PROGRAM 
NOTES "10 FINANCIAL STA1EM ENTS 

NO'rE 1- D[S CRIPTION OF PROGRAM 

1he Louisiana Sheriffs' Autom obile Risk Program (LASIIARP), a public entity risk 
pool, w as created effective July 1, 1989. The purpose of tile Program is to provide 
m em bers of the Louisiana Sheriffs' Association autom obile liability insurance. 

The Program retains the first $t00,000/~,30.0,000/$100,000 layer of exposure and 
affords its individual nlem bers the option of purchasing excess autom obile 
liability coverage through outside underw riters for claim s in excess of the 
am ount retained. In addition, the program provides:coverage for m edical 
paym ents coverage w ith a ~2,000 limit and:uninsured m otorists coverage 
at various lim its. 

Individual m em bers' optional excess autom obile liability coverage is offered for the 
follow ing lim its: 

o (~300,000 com bined single lim it 

o $350,000 com bined single lim it 

o ~bO0,O00 com bir~ed single tiitiit 

o $1,000,000 com bined single lim it 

Excess autom obile liability coverage was provided through Clarendon Nationa 
Insurance Com pany for 1998 al~d 1997, 

[be responsibility for m anaging the affairs (ff LASHARP rests w ith the Board 

of M anagers consisting of eight Sheriffs elected by a majority vote of the 
Sheriffs in each Congressional District. M anagers are elected for staggered 
lelm s of four years and m ay be re-elected to any num ber of successive 
telm s. 

M ar-Tern System s, Inc. serves as the adm in.lstrator for the Program . "1 he adm inistrators 
responsibilities include, but are not lim ited to, underw riting, policy issuance, policy 
holder services and claim s m anagem ent services. In addition, the adm inistrator 

oversees and manages the claim services and uses professional adjustment 
firnls in Louisiana for field services. 

]he Louisiana Sheriffs' Association is in charge ot the accounting and bookeeping 
functions in addition to various adm inistrative duties. 
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NOTE 2- M ANAGEM ENT'S PLANS FOR FUTURE OPERATIONS 

1 he adm inistrator has revised the m ethodology for establishing claim s reserves and 

has im plem ented a diary system to facilitate proper claim s review . In an effort to centre 
litigation costs, attorneys w ere given a structured set of guidelines and all attorney 
bills are audited m onthly. 

M anagem ent of the Program believes that steps to revise the Program 's operating 

and financial requirements such as inereasin~ future premium contributions and 
the continuance of risk prevention program s, w ill be sufficient to provide the Program 
w ith the ability to m eet its present and future obligations and to elim inate the 
Program 's deficit. 

NOTE 3- ~UM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Statelnent Presentation 

In 1996, the Program elected to adopt Statem ent of Financial Accounting Standards 
(SFAS) No. 117, "Financial Statem ents of Not-for-Profit Organizations." Under SFAS 
No. 1 17, the Program is required to report/nform atJon regarding its financial position 
and activities according to three classes of net assets: unrestricted net assets, 
tem porarily restricted net assets, and perm anently restricted net assets. In addition, 
the Program is required to present a statem ent of cash flow s. 

E,,;tim at es 

]he preparation of financial statem ents in conform ity w ith generally accepted 
eccouoting principles requires m anagem ent to m ake estim ates and assum ptions 
that affect certain reported arnounts~ and disclosures. Accordingly, actual results could 
differ from those estim ates. 

Investlnents 

The Program accounts for its investm ents under SFAS No. 115, "Accounting for 
Certain Investm ents in Debt end Equity Securities," SFAS No. 115 addresses the 
accounting and reporting for investm ents in equity securities that have readily 
deternninable fair values and all investm ents,ill debt securities. These investm ents 
are to be classified into the follow ing categ~1ries: 

1) I leld-to-m aturity securities reported at am ortized cost; 
2) "[radino secullties reported at fair value w ith unrealized gains and losses 

included in earnings; or 
3] Securities available-for-sale reported at fair value w ith unrealized gains 

and losses reported as separate com ponent of fund balance. 

The Program 's investm ents are classified and accounted for as held-to-m aturity. 
Gains and losses on the ultim ate sale of securities are determ ined using the specific 
identification m ethod. Pren~ium s and discounts are am ortized into investm ent 
incom e using a level yield m ethod. 
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Cash and Cash Equivalents 

For purposes of tire statem ents of cash flow s, the Program considers ~ll highty 
liquid investm ents available for current use w ith an initial m aturity of three m onths o 
lass to be cash equivalents. 

Reserve for Unallocated Loss Adjustment Expenses 

The reserve for unallocated loss adjustment G~(cpense represents the estimated cost 
to be incurred w ith respect to the settlem ent of claim s in process and claim s incurred 
but not reported. M anagem ent estim ates this liability at each year-end based upon 
cost estim ates, ] he change in the liabiltiy ~.~ach year is reflected in current earnings. 

Excess Insurance 

lhe Program purchases excess insurance only for individual m em bers w ho elect to 
acquire the excess coverage to reduce their ~xposbre to large losses. The purpose 
o| excess insurance is to transfer a portion of the risk from the insured to the excess 

insurer. ] he Program does not report liabilities w hich are covered by excess insurance 

ncom e Taxos 

No provision for incom e taxes has beery m ade since the receipts of the Program are 
considered public m onies w hich are believed to be exem pt from Federal and State 

income taxes, ] he Program has not requested nor i'las it received a letter of 
determ ination iron) the Internal Revenue Service advising it that it qualifies as a 
not-for-i)rofit entity under Section 501 of tile Internal Revenue Cede, 

NOTE 4- INVESTM ENTS 

nvcstm ents as of June 30, 1998 and 1997 are sum m arized as follow s 

Debt Securities 

FttLM C DEBEN ] URE 
January 24, 2001 
of 5.69% 

m aturing 

w ith an interest rate 

FHIM C POOL, m aturing 
October 1, 2003, w ith an interest 
rate of 6,00%  

FtlLM C POOL, m aturing 
Decem ber 1, 2010, w ith an interest 
rate of 6.00% 
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June 30, 1998 

Am ortized 
Cost 

A pproxim ate 

M arket 
Value 

95.000 $ 94,346 

95,000 

75,000 79,841 
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FttLB DEBEN1 URE, m aturing 
February 21, 2001, w ith an interest 
rate of 5.29% 

FNM A M EDIUM 1 ERM NOIE, 
m aturing August 14, 2007, w ith 
an interest rate of 6.44% 

FNM A POO l, m aturing 
M arch 1, 2012, w ith an 
interest rate of 7.00% 

FIILM C PO OL, m aturing 
Septem ber 1, 2001, w ith an 
interest rate of 6,00% 

FHLM C POOL, m aturing 
Septem ber 1, 2002, w ith an 
interest rate ot 6,00% 

FIklM A POOL, m aturing 
Decem ber 1, 2002, w ith an 
w ith an interest rate of 6.00% 

FNM A POO L, m aturing 
April 1, 2003, w ith an 

interest rate of 6.00% 

FttLM C POOl., m aturing 
Decem ber t, 2OO 1, w ith an 
interest rate of 6,00% 

FItLM C DEBEN~[URE, m aturing 
August 25, 2005, w ith an 
interest rate o1 7.07% 

FHLM C DEBEN7 tIRE, m aturing 
February 9, 2006, w ith an 
interest rate of 5.83% 

U .S. 3 REASURY NO] E, m aturing 
Novem ber 15, 2005, w ith an interest 
rate of 5.88% 

U.S. 1 REASURY NOTE, m aturing 
October 15, 1999, w ith an interest 
rate o1 6.00% 

U.S. ] REASURY NO] E, m aturing 
February 15, 2003, w ith an interest 
rate of 6.25% 

35,000 39.638 

30,000 31,485 

25,000 

85,000 89,000 

135,000 135,380 

80,000 81,213 

65,000 67,994 

15,O00 12,630 

35,188 35,077 

210,000 221,786 

30,000 35,678 

55,000 60,338 
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U.~;, 71IEASUPtY NO7 I., m aturMg 
M ay 15, 2005, w ith an interest 
rate of 6.50% 

U.S. TIIFASURY NO1 I-, m aturing 
Jlanuary 31, 1999, w ith an interest 
rate o1 5.O0% 

U,S. TREASURY BOND, m aturing 
August 15, 2023, w ith an interest 
rate of 6.25% 

SLM A DEBEN I URE, m aturing 
Septem ber 28, 1998, w ith a 
vadable interest rate 

l otal debt securities 

Eq~LJit y Securities 

A] & l, 80 shares 
Com pass, 100 shares 
Service M aster, 240 shares 
[ucas Varify, 150 shares 

Sociedad Anom im a, 290 shares 
Bank Boston, 200 shares 
Boston Properties, 150 shares 
First Chicago, 100 shares 
M cGraw tlill, 210 shares 
Pitney Bow es, 450 shares 
Universal Foods, 300 shares 
Arnerican Hom e Products, 400 shares 
Fannie M ae, 200 shares 
Fleet Financial, 120 shares 
Flow ers Industries, 160 shares 

Pharmacia & Upjohn, 170 shares 
Sm ithkline Beecham , 100 shares 
M urphy Oil, 150 shares 
Philip M orris, 140 shares 
Sprint Corp., 150 shares 
Starw ood Itotel, 180 shares 
Bristol M yers Squibb, 100 shares 
Dresser Industries, 320 shares 
Am erican Gene[al~ 110 shares 
True North Com m unications, 330 shares 
Baxter, 180 shares 
Crestar [inancial, 140 shares 
Enron, 330 shares 
Geneorp, 320 shares 
Gerleral M ills, 110 shares 
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15.834 

70,000 74,789 

19,812 21,406 

60.000 69,952 

1,300,000 

4,805 
4,711 
7,484 
6,657 
9,676 

23,270 
6,288 
9,698 
16,094 
30,501 
14,984 
38,234 
12,429 
10,696 
3,835 
7,443 
5,727 
7,889 
5,479 
9,108 
9,547 
9,567 
12,722 
6,256 
8,502 
9,947 
7,119 

13,413 
8,239 
8.293 
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1.357.179 

4,570 
4,513 
9,135 
5,972 
8,718 
11,125 
5,175 
8,863 
17,128 
21,656 
6,656 

20,700 
12,150 
10,020 
3,270 
7,841 
6,050 
7,603 
5,513 
10,575 
8,696 
11,494 
14,100 
7,831 
9,653 
9,686 
7,639 

17,840 

8,080 
7.521 



Im perial Chem ical, 160 shares 
M innesota M ining, 150 shares 
USX M arathon, 460 shares 
U.S. Bancorp, 330 shares 
W illiam s Co., 430 shares 
Xerox, 220 shares 
Zeqeca Group, 330 shares 
Glaxo W ettcom e, 180 shares 
Kim berly Clark, 160 shares 
Allegheny ] eledyne, 300 shares 
DuPont, 180 shares 
Sum m it Bancorp, 300 shares 
Firstar Corp., 140 shares 
Harttord Financial, 120 shares 
]he Lim ited, 350 shares 
M ellon Bank. 180 shares 

]oral equity securities 

M utllaI rllnds 

Phoenix Strategic Sm al~ Cap 
W ashington M utual 
M [:S Em erging Grow th 

] otal m utual funds 

Debt Securities 

FI4LM C POOL, m aturing 
Segtem ber t, 2001, w ith an il;terest 
rate of 6.00~/{, 

FHLM C POOL, m aturing 
Decem ber 1, 2001, w ith an interest 
late of 6.00~/{, 

FIILM C POOL, rnaturing 
September 1, 2002, w ith an interest 
ro te of 6.00% 
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9,934 
14,646 
16,670 
36,254 
21,733 
16,605 
30,656 
7,938 
8,290 
9,748 
11,209 
14,250 
5,123 
10,594 
8,684 
10,173 

560,620 

100,990 
97,191 
15,000 

213,181 

10,320 
12,328 
15,784 

14,190 
14,513 
22,358 
14,479 
10,766 
7,340 
6,863 
13,433 
14,250 
5,320 
13,725 
11,594 
12.533 

489.569 

97,980 
92,546 
15,210 

205.736 

$ 2,073,801 $ 2,052,484 

June 30, 1997 

Am ortized 
Cost 

A pproxim ate 

M arket 
Value 

100,000 $ 97,888 

15,000 12,893 

175,000 173,298 
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FNM A POOL, m aturing 
M arch 1, 2012, w ith an interest 
rate of 7.00% 

FNM A DEBENTU[~E, m aturing 
Novem ber 12, 2003, w ith an interest 

rate of 6.20% 

FNM A M EDIUM TERM NO] E, 
m aturin~ Decem ber 30, 1998, 
w ith an interest rate of 5.40% 

SA[LIE M AE NOTE, m aturing 
Septem ber 28, 1998, w ith 
tloating interest rate 

SAI.LIE M AE NOTE, m aturing 
January 28, 2000, w ith a 
floating interest rate 

U.S, TREASURY NOTE, m aturing 
January 31, 1999, w ith an interest 
rate of 5.00% 

U.S. ] REASURY NOTE, m aturing 
October 15, 1999, w ith an interest 
rate of 6,00% 

]oral debt securities 

E QlnJt y SeearJties 

Abbott Laboratories, 70 shares 
Allstate, 70 shares 
AM P, Inc., 190 shares 
Am oco, 45 shares 
Atlantic Richfield, 50 shares 
~CE, Inc,, 300 shares 
Baker Ilughes, 100 shares " 

Banc O ne, 230 shares 
~.a~.lsch & Lon~b, 200 shales 
Baxter International, 220 shares 
(Caterpillar, 90 shares 
Central & Soothw est, 530 shares 
I)ayton Iludson, 80 shares 
DU Pont, 80 shares 
Ford M otor, 200 shares 
Frontier Corp., 400 shares 
G]E Corp., 280 shares 
Great W estern Financial, 200 shares 
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30,000 29,712 

10.000 9,694 

200,000 198,220 

65,000 59,906 

29,964 

75,000 73,875 

2,158,000 

4,875 
3,104 
8,100 
3,318 
3,350 
8,500 
3,127 
10,580 
8,991 
12,377 
10,100 
11,130 
4,005 
5,000 
7.600 
7,640 
12,100 
10.107 
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59,888 

2.111.433 

4,673 
5,110 

7,933 
3,912 
3,525 

8,400 
3,869 
11,14 1 
9,425 
11,509 
9,664 
11,263 
4,255 
5,030 
7.600 
7,975 
12,285 
10,750 



I|alllburton, 60 shares 
flalrls Corp., 50 shares 
Heinz Co., 180 shares 
Lockheed M artin, 80 shares 
M aytag Corp., 400 shares 
M inorco, 340 shares 
M otorola, 75 shales 
New rrlont M ining, 110 shares 
New port New s, 15 shares 
Peeo Energy, 125 shares 
Raytheon, 140 shares 
Royal Dutch Petroleum , 100 shares 
SBC Com m unications, 40 shares 
"[enet Ilealthcare, 250 shares 
Tenneco, 175 shares 
Te~ra Inds, 450 shares 
Torchm ark, 75 shares 
USX M arathon, 260 shares 
Utlion "rex, 490 shares 
W aste M anagem ent, 265 shares 
W endy's International, 440 shares 
W itliam s Co., 205 shares 

Total equity securities 

3,110 
3,254 
8,300 
7,900 
9,500 
7,075 
5,500 
4,350 
300 

3,142 
7,050 
5,000 
2,500 
8,200 
7,O00 
4,700 
3,216 
7,200 
10,300 
8,100 
10,108 
8,800 

268,609 

$ 2,426,609 $ 

A surr~m ar~ ot il'.vestm ent securities as o~ June 30, 1998 follow s 

FNM A 

FI4LB 

SLM A 

U.S. 1REASURIES 

M U7 UAI_ FUNDS 

EOUI'I IES 

G~oss Gross 
Am ortized U~realized Unrealized 
Cost (~ins Losses 
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4,755 
4,200 
8,303 
8,285 
10,600 
7,841 
5,709 
4,290 
292 

2,625 
7,140 
5,438 
2,475 
7,375 
7,908 
5,231 
5,344 
7,219 
10,260 
8,513 
11,413 
8,965 

282,500 

Approxim ate 
M arket 
Value 

206,803 

765,561 

39,638 

59,952 

285,22,5 

205,736 

489,569 

2,052,484 



Th, e scheduled m aturities of debt securities as of June 30, 1998 are as 
follow s', 

Due from  one year to five years 
Due from  five to ten years 
Due after ten years 

Am ortized 

Cost 

765,000 $ 
415,188 
119.812 

Approxim ate 
M arket 

Value 

792,460 
437,361 
127.358 

$ 1,300,000 $ 1,357,179 

FANNIE M AES (FNM A)-rnortgage-backed securities guaranteed by the Federal 
National M ortgage Association, a federally chartered and stockholder-ow ned 

corporation subject to supervision by the Secretary of Housing and Urban 
Developm ent. 

FflEDDIE M ACS (FI ILM C)-m ortgage participation certificates guaranteed by 
the Federal ttom e Loan M ortgage Corporation, publicly held, governm ent- 
sponsored enterprise created pursuant to an Act o1 Congress. 

NO]E 5- RI-SERVES FO R CLAIM S 

1he Program utilized the services of an independent actuarial firm to determ ine 
the estim ated reserves for claim s as of June 30, 1998 and 1997. 

NO]E 6- UNPAID CLAIM S LIABILITIES 

1 he Program establishes a liability for reported insured events, w hich includes 

estimates o1 beth future payments of losses and related claim adjustment 
expenses. Tile follow ing table represents changes in those aggregate 
liabilities for the Program : 

1998 1997 

Unpaid claims and claims adjustment 
expenses at the beginning of 
the year $ 5,243,855 $ 3,988,530 

ncurled claims and claim adjustrrrent 
expenses: 
Provision for insured events of current yea 
Inclease in provision for insured 
events of prior years 

1,830,139 

205,358 

1,950,871 

1,882.626 

1 eta1 incurred claim s and claim expenses 7,279,352 3,833,497 
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Pa y m erit S : 

Claims and claim adjustment expenses 
attributable to insured evenls ol the 

eorrent year 

Claim s and claim adjustm ent expenses 
attributable to insured events of 
prior years 

Total claim expenses 

541,966) (567,017 

(2,606,616) (2,011,155 

3,148,582 2,578,172 

Unpaid claims and claim adjustment 
expenses at end of year $ 4,130,770 $ 5,243,855 

As; of June 30, 1998, approxim ately $4,490,000 of unpaid claim s and claim 
adjustment expenses are presented at their net present value of $4,130,770 
]hese claim s w ere discounted at annual rates of five percent, 

NOTE 7- EXCESS INSURANCE AND OTHER 

A contingent liability exists w hich could becom e a liability in the unlikely event 
that all or any of the insurance com panle~ which provide excess insurance 
for tile Program cancel, fail to renew or becom e unable to m eet their 
obliilations under the excess insurance contracts. In the event of such 
occurenee, the Program 's m em bers could be responsible for such 
defaulted am ounts. In addition, the Program 's m em bers could be responsible 
for the portion of the Program 's retention of claim s if the Program is unable to 
m eet its obligations. 

NOTE 8- FAIR VALUES OF FINANCIAL INSTRUM ENTS 

1he Program has a num ber of financial instrum ents, none of w llich are 
held for trading purposes. The Program estim ates that the fair value of all 

financial instruments, w ith the exception of investnm nts (see Note 4J, at 
June 30, 1998 does not differ m aterially from the aggregate carrying values 
of its financial instrum ents recorded in the accom panying statem ent of 

financial position. Considerable judgment is necessarily required in 
interpreting m arket data to develop the estimates of fair value, and, 
accordingly, the estim ates are not necessarily indicative of the am ounts that 
the Plogram could realize in a current m arket exchange. 

NOTE 9- CAStt AND CASH EQUIVALENTS 

As of June 30, 1998 and 1997, respectively, the Program had cash and cash 
equivalents (bank balances) of $213,585 and $125,081 as follow s: 

DerYland deposits 
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1998 1997 

213,585 $ 125,081 
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LO UISIANA SIIER IFFS' A UTO M O BII,E RISK PRO G RAM  
COM I~ARATIVE SCIIEI)UIJE OF CLAIM  DEVH ~OPM EN T, EARN H ) 

M I~;M BERSH IP FEES, AN D UNALLOCATED EX PEN SES 
(Six Year Claims Development Information) 

The table illuslrales how the Program's earned revenues (net of excess insurance premiums) and 
investment income compare to relaled costs of loss (net of loss assumed by excess carriers) and 
other claim expenses assumed by the Program as of the end of each of the last six years. The rows 

oflhe lane are defined as follows: 

1. This line show s the total of each fiscal year's earned contribution revenues and investment 
revenues :net of excess insurance costs, 

2. This line shows each fiscal year's other operating eosls of the Program including overhead and 
claim s expense not allocable to individual claim s. 

3. '/'his line shows the Program's incurrcd claims and a/located claim adjusmlcnt expense (bofl~ 
paid and accrued) as originally reported at the end of the first year in which the event that 
triggered coverage under the contract occurred (called the policy year). 

4. This section of row s show the cunm lativc amounts paid as of the end of successive years for 
each policy year. 

This section of row s show s how cacb policy year's incurred claim s increased or decreased as of 
the end of successive years. This annual rcestimation results from new inform ation received on 
know n claim s, reevaluation of existing inform ation on known claim s, as well as emergence of 
new clairns nol previously known. 

This line com pares the latest recstim ated incurred claim s am ount to the am ount originally 

established (line 3) and shows whether this latest estimate of claims cost is greater or less than 
originally thought. As data for individual policy years m ature, the corrclatiml between origina 
estim ates and rcestim ated am ounts is com monly used to cvaluale the accuracy of incurred 
claim s currently recognized in less m ature policy years. The colum ns of the table show data 
tbr successive policy years. 
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G R E G  A . K E N N ED Y  

Cerlified l'ublic AccounlaJlt 
(11 l'r({~~ssional Accounling Cbrporation) 

1N I)EPF~N I)EN T AU I)ITOW S RI~PO IVI" O N INTEP-.N AL CO N Tg.O L 
STI~,U CTU RE BA SED O N A N A UD IT O F TIlE FIN AN CIA L STATEM I~.NTS 

pE|~,FOP, M I~.D IN ACCOIH)AN CE W 1TII GOVERN M ENT AU D1TING STANDARDS 

l?,oard of M anagm s 
1.ouislana Sherifl~' Automobile Risk Program 
Baton Rouge, Louisiana 

l have audited tile financial statements ofl.ouisiana Sheriffs' Automobile Risk Program, as 
of June 30, 1998, and for tile yem then ended, and have issued my report thereon dated 
August 19, 1998. 

l conducted my audit in accordance w ith generally accepted auditing standards and 

GQyer!!!31ent ,Suditi!lg S_te~oda!:ds, issued by tile Comptroller General of the United States 
Those standards requiFe that I plan and perform the audit to obtain reasonable assurance 
about w hether lhe general-purpose financial slatelnents are fiee of material m isslatem ent 

The m anagem ent of l.ouisiana Sherifl~' Autom obile Risk Program , is responsible for 
establishing and m aintaining an internal contro l stru cture. In fidfilling this responsibility, 

estimates and judgments by management are required to assess tile expected benefits and 
related costs of Ibe internal control structure policies and procedures. The objectives of 
an internal control structure are to provide management w ith reasonable, but not absolute 
assurance thai assels are safeguarded against loss fiom unauthorized use or disposition, 
and thai transactions are executed in accordance wilh management's authorization and 
recorded propm ly to perm it the preparation of financial statements in accordance w ith 
generally accepted accounting principles. Because of inherent lim ilalions in any internal 
control structure, e~ rors or irregularities m ay nevertheless occur and not be detected. 

Also, projection of any evaluation of the structure to fitture periods is subject to tile risk 
that pro cedures may become inadequate because of changes in conditions or that the 
effectiveness of the design and operation of policies and ptocedures may deteJ iorate. 

In planning and perform ing my audit of the financial statem ents ofl.ouisiana Sherifl~' 
Autom obile Risk Program , for the year ended June 30, 1998, 1 obtained an understanding 
of the internal control structure. W ith respect to tile intern al control stru cture, I obtained 
an understanding of the design of relevant policies and procedures and w hether they have 
been placed in opera/ion, and 1 assessed control risk in order to delerm ine my auditing 
procedures for the purpose of expressing my opinion on the financial statements and nol 
to l?rovide an opinion on tile internal control structure. Accozdingly, I do not express such 
arJ opinion 
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M y consideration of the internal control structure would not necessarily disclose all m atters in the 
inlernal control structure that m ighl be m aterial weaknesses under slandards eslablished by the 
A merican lnstitn/c of Certified Public Accountants. A m aterial weakness is a condition in which 
lhc design or operalion of one or m ore oflhe specific internal conlrol slructnre elcm enls does not 
reduce to a relatively low level the risk /hal errors or irregularities in amounts that would be 
m aterial in relation Io the financial statem ents being audited m ay occur and not be dctecled w ithin 
a tim ely period by employees in lhc norm al course of perform ing their assigned functions. 1 notcd 
no m ailers involving the inlernal control struelure and its operalion that 1 consider lo be m alerial 
weaknesses as defined above. 

This report is intended solely for the use of m anagem ent of the Louisiana Sheriffs' Autom obile 
Risk Program , federal agencies, and the I ~egislalive Auditor ofl,ouisiana, llowevcr, this rcport is 
a nlaller of public record and its distribution is not lim ited. 

P, alon l",ougc, 1,ouisiana 
Augusi 19, 1998 
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G R EG  A . K EN N ED Y  
C'ertifi'ed Public Accounta~?l 

(.4 Profi,x.~'#mal Accounlin8 C'orpop~lion) 

1NI)EPEND ENT AU I)ITOR.'S REPORT ON COM PLIAN CE BASED 
ON AN AUI)IT OF TIlE FINANCIAl. STATEM ENTS 

I'ERFO I(M F.D /N ACCO RDANCE W l'llt GOVERN M ENT AUDIT1NG STAN DARDS 

Board of M anagers 
l.ouisiana Sheliffs' Autom obile Risk Program 
Baton Rouge, Louisiana 

1 have audited tim financial statem ents of Louisiana Sheriffs' Automobile Risk I'rog~ am , as 
of Julle 30, 1998, and for tile year" then ended, and have issued my report thereon dated 

Augusl 19, 1998. 

1 conducled my audil ill accordance wilh generally accepled aodiling standards aod 

_
Gove!!/tnet!t ~udjli!!g S!.a!)&u'ds, issued by the Comptroller General of the United Stales; 
and the _Lot!isia!m Goye!:lmke!/t_a] Audit_.Gt~ide, issued by tim Society of l+ouisiana Certified 
Public Accountants and the Louisiana 1.egislative Auditor. Those standards require thai 1 
plan and perform the audil to obtain reasonable assurance about w hether the general- 
purpose financial statements are flee ofm aterial m isstatement. 

Com pliance w ith laws, regulations and contracts applicable 'to Louisiana Sherifl~+ 
Autom obile Risk lqoglam , is the responsibility of the Pro gram's managem ent. As part of 
obtaining reasonable assurance about whether the financial statem ents are fiee of m aim ial 
m isstatem ent, I performed tests of Louisiana Sheriff's' Automobile Risk Program's 
compliance w ith certain provisions of law s. regulations, and contracts, l low evev, tile 

objective of my audit of!be financial slatements was not to provide an opinion on overall 
com pliance w ilh such provisions. Accordingly, 1 do not express such an opinion. 

The Jesuits of my tests disclosed llO instances of noncompliance that are required to be 
epo/ ec le el under _Goye l nent Au diling St'

__
andards excepl as described below : 

RI~.I~OR'I'AF~IJ:. CON I)IT1ON S: The audit report was due D ecember 31, 1998 but nol 

released unlil Februap~ 8, 1999. 
CAU SE: Greater thne than anticipated w as needed to review the Program 's rem edies R~r 

the Y2K (Year 2000) problem. 
F.FFECT: There is no m aterial effect to these financial statem ents. 
M ANAGI:.M ENT RF.SI~ON SF.: M anagem ent states that proper steps have been taken to 
ready tile l'rog, am for tile year 2000; all fi,lune reports w ill be released timely. 
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