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l'ostleOlw,aitJe &  Nc(lel'villc A Professional Accouo~ing Corporation ) e (,~e., 

8550 United Plozo Blvd., Suite 1001" Boron Rouge, Loulsic~'~7~,~0~ 2 l.l ~,~ 2:2 8 
Telephone 1225) 922~4600 ~ FAX (225) 922-4611 

www.pncpo.com 

The Board of Directors 
Louisiana W orkers' Compensation Corporation 
Baton Rouge, Louisiana 

W e have audited tile accompanying statutory statements of adm itted assets, liabilities, and policyholders' 
surplus of Louisiana W orkers' Compensation Corporation (the Corporation) as of December 31, ] 999 and 
1998, and file related statutory statem ents of operations, changes in policyholders' surplus and cash flows 
for the years then ended. These financial statements are the responsibility of the Corporation's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the financial 
statem ent,,; are free of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence 
supporting the am ounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates m ade by m anagem ent, as well as evaluating the overall 
financial statem ent presentation. W e believe that our audits provide a reasonable basis for our opinion. 

As described m ore fully in N ote 2a to the financial statem ents, these financial statem ents were prepared 
in conform ity with the accounting practices prescribed or perm itted by the Insurance Department of the 
State of Louisiana, which is a comprehens ive basis of accounting other than generally accepted accounting 
principles. 

In our opinion, because of the effects of the m atter discussed in the preceding paragraph, the financial 
statem ents referred to above do not present fairly, in conform ity with generally accepted accounting 
principles, the financial position of the Corp oration as of Decem ber 31, 1999 and 1998, or the resuks of 
its operations or its cash flows for the years then ended. 

In our opinion, the financial statem ents referred to above present fairly, in all material respects, the 
adm itted 2ssets, liabilities, and policyholders' surplus of the Corp oration at December 31, 1999 and 1998, 
and the results of its operations , changes in policyholders' surp lus and cash flows for the years then ended, 
on the basis of accounting described  in Note 2a. 

Baton Rouge, Louisiana 
April 11, 2000 
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Statutory Statem ents of Adm itted Assets, Liabilities, and Policyholders' Surplus 
D ecem ber 31, 1999 and 1998 

(In thousands) 

A D M ITTED ASSETS 

1999 

$ 22,581 
10{} 

461,700 
77,638 

418 
6,(}31 
42,211 
11,635 

211 

~628,.~ 16 

LIABILIT IES AN D PO Ll CYItO LD ERS' SU RPLU S 

] .ia|',Bilie~;: 
] .osscs al:td logs adjlAstlll{'l'll expense reserves 
]_}nearnt2d pr(~n]iul/1 rcscm, cs 
Conlingenl com m issions 
l}olicyhold,.:rs' deposits 
']'axes, ]iccnses, and fees 
Payable f,:)r sccurilies 
{.}thor cxpcBscs duc and payable 

'1 'O TA1 . ] .1AP,] I d'l '11 ~.S 

] }( )1 .I CYt 1 C,1 .I )1 ~RS' SL~F.P] .U S 

1 'O '1 'AL ] .1ABI I .FI '11 '2S AN 1 ) 1'( }1.1 ('YI I O ] .1 )1 '2 RS' S1- WvP123S 

{*
'ee tlo/t.a lo .rlaltllo,~y basLL/hlam~a/ sla/emel#s. 

$310,582 
22,813 

716 
11,885 
44,484 

257 

~ 567 
402,304 

_2,26,112 

~628,416 

1998 
$ 9,334 

8,100 
489,522 
71,558 

512 
5,052 
29,934 
11,437 

279 
5,669 

~631,3~7 

$356,84(} 
11,513 
750 

15,465 
37,13B 
11},811 

~ 092 
445,609 

$631,397 

Pa,gc
_ 
3 
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Prenlitlnls (,arllcd 
Un Icrwr g expenses 

] ~osses ill( Dl-I'(.d 

l,oss adju,~;tmcnt expenses 
O ther undcr,.vrhh]g expenses 

l"ola] ulldcrwliting expenses 

N et illveSl/llcllt itlCOllle 
N et realized capital gains 
O ther expenses - net 
N et in com e 

$'ee iw/es Io slafutoty ba.ds finanda/ s/atementJ 

Statutory Statem ents of O perations 
Years Ended D ecem ber 31, 1999 and 1998 

1999 

$66,472 

20,893 
18,628 
2_2~221 
61.742 

4,730 

32,675 
4,353 

1~ _451~ 
~ g307 

L99s 
$98,026 

38,496 
33,331 

~ 44 
91,871 

6,155 

34,776 
3,145 

XL3943 
~40,682 

l~alance, Jatmary 1, 1998 
N et incc, lnc 
N onadm ittcd asset change 
Change in um ealized capital gains llet 
Balance, l)coem ber 31, 1998 
N cI itlcolne 
N onadm ittcd asset change 
Change in unrealized eapilal gains net 
Balance, 1 )eo.,m l)cr 31, 1999 

See notea 1o s/atulop, bast) flnancia/ stalemenLr 

Statutory Statem ents of Changcs in Policyholders' Surplus 
Years Ended D ecem ber 31, 1999 and 1998 

(In thousands) 

Unrealized 
Capital 

G ains =N et 
$ 5,719 

7,189 
12,908 

_  1~6_82 
~14,595 

Unassigned 
Surplus . 

13(I,972 
40,682 
1,226 

172,880 
4(I,307 

(1,670) 

~gH ,512 

Total 
Surphls 
136,691 
40,682 
1,226 

_ 7.189 

185388 
40,307 

(1,67,)) 
__ ~ 11 687 

~726,112 
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Cash flow s from operating activities: 
N et JJl ~'on)e 

Jdjuslmetlts lo rcconci]e ilet itlcome to net 
cash provided by 01sed in) operating activities: 

1)cprccia6on 
N et gain on sales of investm ents 
N et alnorlization of bond prem ium 

1)ecrcase (increase) in premiums in course of collection 
1 )ecrcase (increase) in receivables over 90 days 
1)ccrcase Oncrcase) in deferred premiums receh,ablc 
1)ecrcase (increase) in other admitted assets 
l)ecrcase ill losses and loss adjustmenl expense reserves 
l)ecrcase ill COIllitlgelat COl/llIliSSiOllS 

Increase (decrease) in unearned premium reserves 
lncrease (decrease) in other expenses due and payable 

Net cash provided by (used in) operating activities 

Cash flow s from  investing activities 
hlveStlllelltS: 

Purchase of investlnelatS 
Proce(ds fro m sales and paydowns 

Purchase of hom e office property 
Proceeds fl'om m aturity of certificates of deposi 
Purchases of equipm ent 

Net cash provided by (used in) investing activities 

Cash flows from financing activities 
])ccrease in polic),bnlders' deposils 

N et cash used il~ fm at~cing activities 

N et increase in cash and cash equivalert~s 

Beginning cash and cash equivalents 

E nding cash and cash equivalents 

fee notes 1o slaL,~lory barLr filmnda/sla/o;tenLr. 

Statutory Statem ents of Cash Flow s 
Years Ended I)ecem bcr 31, 1999 and 1998 

(In thousands) 

1999 

$ 40,307 

(110,777) 
137,182 

(50+) 
8.0(10 

A ~ 
33,895 

_Sks8~ 

13,247 

_ _9 ,334 

$ 22~581 

1998 

$ 40,682 

1,525 

(3,145) 
1,377 
3,249 
758 

1,956 
193 

(29,183) 
(772) 

(2,18,)) 

26,_817 

(256,534) 
227,833 

~3~ 
14,261 

_  (529) 

_  (4,7.2..6) 
_ (4_ .7_2 6) 

6.683 

2.(,51 

$ 9,334 
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Notes to Statutory Basis Financial Statem ents 

1. O RGAN IZATIO N  

].ouisiana W orkers' (~ompcnsation Corporation (tile Corporatioll) is a private, nonprofit corporation created to 
~:q)eratc as a dom estic m utual insurance com pany by Act 814 of the 1991 Regular Session of Ihe Stale of 
],ouisiana legislature and subsequent voter approval of a constitutional amendment, l.ouisiana Revised Statues 
23:1404B (1) provides that "Should lhe corporation's assels be insufllcienl lo pqy claims as lhqy become due, lhen lhe fid/ failh 
aim ned//qf/he.,I,'/e all auZricma shall be pledged.., for/hepas,me/~/ofdaia~es. 7hi.r fl,'/.~faeYh a*M ardil wam,v/ee .d;a/I e.x~ite 
in flve yeapa ot at sudJ lime as Ibe { )n/led Slates 1 )eparlmen/ q[l.abor appwves Uniled Slates Longahore and 1 larbor IUorkep's 
A ~~ coven{ge /0' lbe corpomlion wilhoul st;d; sect;pily, whichever occms laler." This guarantee has not expired at 1)ecember 
3/, 1999. (Scc Note 11.) The Coq'Joration provides workers' comperJsation insurance coverage to employers 
in Louisiana and began issuing policies on O ctober 1, 1992. 

2. SU M M AP, Y O F SIGN IFICAN T ACCO U N TIN G POLICIES 

The financial statem ents of the (]orporation have been prepared in conform ity with accounting practices 
prescribed or perm itted by the Insurance 1)eparm~ent of the State of].ouisiana. Prescribed statutory 
accounting practices h~clude a variety of publicatic, ns of the N ational A ssociation of Insurance (:om m issioners 

(NAIC), as well as stale laws, regulations, and general administrative rules, l'ermitted statutory accounting 
practices encom pass all accounting practices not so prescribed. The application of these accounting principles 
rPqllir0s illalla~]clllelll iO m ake eStil]laies and assul'0plic',l]s that affect lhe reported alllOtllils of adm itted assets, 
liabilities, revcm ms, and expenses. Actual resuhs m ay differ from those estim ates. 

Significant differences between Statutory Accounting Practices (SAP) and Generally Accepted Accounting 
Principles (GAAP) arc described below. 

(;ash, certificates of deposit, and bonds are classified based on type of investm ent for SAP and are classified 
based on the liquidity of the investm ent for (;A AP. ]n addition, these investm ents are stated at am orlized cos 
for SA P rather that~ fair vahm for (;A AP. A s a rcsuh, the total of SA P cash, certificates of deposit, and bonds 
is $15,254,000 higher thm'~ and $11,354,000 less than GAAP carrying valucs as of 1)eeembcr 31, 1999 and 
1998. 

Cerqain assel~ ate designated as nonadmitted (principally furniture, equipment, outstatading premium 
receivables over 90 days old, automobiles, software, ar~d prcpaid ilems) and are exchlded from admitlcd assets 
thro'ugh a ditecl charge to surplus. As a result, policyholders' surplus and adm itted assets on a SAP basis are 
$16,721,000 and $15,050,000 Jess than on a GAAP basis as of l)ccem ber 31, 1999 a~ld 1998. 

Assets and liabililies relating to reinsurance contracts arc stated tact under SAP. As a result, adm itted assels am 
losses and loss adjustment expense resolves are $199,288,000 and $130,651,000 less l))r SAP as ,.)f December 
3I, 1999 and 1998 and eam cd but unbilled premiums and other expenses due and payable are $4,861,000 and 
$7,488,000 less for SAP as of 1)ecember 31, 1999 and 1998. 

1)eferred policy acquisition costs arc expensed under SAP while they are capitalized and amortized over the 
terms of the relate~l prcmmm s trader GAAP. As a rcsuh, expenses um ler SAP arc $102,000 greater tha~ ancI 
$111,000 less. than under GAAP for the years ended 1)ecembcr 31, 1999 and 1998. The corresponding 
deferred po]icy acquisilion costs carried as an asset trader GAAP of $670,000 and $568,000 as of l)cccmber 31 
1999 and ] 998 are J~ol r,.'fJectcd as an asset HJ~der SA P. 
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Notes to Statutory Basis Financial Statem ents 

h. ]nvestlnetlts 
Bonds arc t:al lied at am oJtized cost. Com m on stock is carried at fair value. If the Securities V aluation ()ffiee 
of the N A1C delerm ines that the drop in value of bonds is perm anent, then the illvestlnclH is carried at fair 
value. The Corporation had no such inveshnents at I)ecem ber 31, 1999 or 1998. inw~stm cnt incom e is 

recognized whclt earned, l'~stimated fair value was obtained from 1/a/ualion of Securities issued by (}ac Securities 
Valuafiota O ffice of the N ational Association of Insurance Com m issioners or from am ortized cost ifa 
security's estim ated fair value w as not listed. 

c. (kq-tifica!_k's of 1)c3x~sit and Cash and Cash ]'.'t~ ivalcn_ _l.s 

Certificates of deposits in excess of the federally insured limit of $100,000 are collateralized by the issuing 
financial institulions. A ll of the certificates owned have m aturity dates of less than one year. 

For purposes of reporting casb flows, cash and cash equivalents include cash on deposit and highly liquid 
investm ents, both readily convertible to kllowll am ounts of cash and so near m aturity that there is insiglfifican 
risk of changes in value. 

d. _l_)ala ProccssingJ".quipmcnt and 1){~)reciation 
The data processing equipm ent owned by the Corporation is carried at cost less accum ulaled depreciation 
Depreciafion is computed on a straight-line basis over the estimated useful lift" of the equipment (5 years) 

e. l Io0W_ _Q0).c~: l'~ ,c~ , 
The hom e office property owned by the C.orlm rafion is carried at cost less accum ulated depreciation. 
1)eprcciation Js computed on a straight line basis over the estimated useful life of the building (40 years) 

f. b D s t0:~Lcc [ .ia!~litie~ 
] ,osses and k:,ss adjustmem expenses represent the estimated uhimate net cost of all reported and unreported 
losses incurred. The reserves for unpaid losses and loss adjustment expenses are estimated using individual 
case-basis valuations and statistical analyses. Those estimates arc subject to the effects of trends in loss severity 
al~d frequency. M anagem ent also relied on certain crilical assum ptions based on extern al induslry data sources. 
Such liabilities are necessarily based on estim ates and, while m anagem ent believes the am ount is adequate, the 
ultim ale liability m ay be in excess of or less than the am ounts provided. The m elhods for m aking such 

eslimatcs and for establishing the rcsulfing liability arc continually reviewed, and any adjustments are reflected 

] n eonjunclion with its writing of workers' conipeiisation insuralace, the Corporation intentionally covers 
asbeslos and/or environmental diseases under the occupational disease section ofils policies. In esiablishinl; 
the liability for unpaid claims and claim adjustment expenses related to asbestos and/or environmental claims 
die ('orporation considers facts currently kllown aud the current stale of the law and coverage liligalion. 

],iabililies arc recognized for known claims (including any expected cost of related litigation) when sufficient 
inform ation has been developed to indicate its existellce and a reasonable eslim alion of the loss can he Inade. 
The Corporation uses the sam e reserving m ethodology for incurred but llot reported reserves for asbestos 
and/or environmental claims as it does wilh other workers' compensation claims. Uncerlainties remain as to 
the ultimate liability, if any, relating to asbestos and/or environmental claims due to such factors as the hmg 
latency period between exposure and disease m anifestation and the resuhing potctltial for involvem ent of 
m uhiple policy periods and in surers for individual claim s. 

v. !!,,li%vl~ g!t:!:g!. J) q~ o sit s 
Policyholders' deposits represent am ounts which have been collcc4ed from policyholders as sccurily. The 
deposils are collected Ju advance of the policy year and Ihe alnounl of tile deposil is based on lhe eslim ated 
am mal i~rem ium . The deposit is applit d to any unpaid premium s and any balance remaiIfing is refunded to the 
I~olicylaoldcr apon cancellation or term ination of the policy. The policyholders' deposils are interesl headlag to 
lhe policyhoMer. Interest expc,sed on policyhoklers' deposits was approximalely $321,0|)0 and $d86,0(10 
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Notes Io Statutory Basis H nancial Statem ents 

during 1999 and 1998 and is in cluded in general and adnfinislrative expenses 
deposits was approximately $536,000 and $775,0110 during 1999 and 1998. 

]nsurance prenliunls arc generally recognized as earned on a pro rata basis over the policy term . The portion 
of collected prelnium s that will be earn ed in future periods are deferred and reporled as unearned prem ium s. 
The porlion of prem ium s that has been earned and ,,viii be billed ill arrears on a m onthly or quarterly basis is 
recognized as tam ed and reported as deferred prenlitlnls receivable. Prenliulns in course of collection all(] 
deferred premiums receivable arc rq)orted net of applicable accrued reinsurance of $1,588,000 and $3,274,1100 
at 1)ecember 3t, 1999 and $2,725,000 and $4,763,00/I at December 31, 1998. 

i. Reinsurance 
In the norm al course of business, the Corporation reduces its exposure for any one loss by reinsuring certain 
levels of risk will~ other insurance enterprises or reinsurers. The Corporation rem ains liable to the extent 
reinsuring COm l,anies arc unable to m eet their treaty obligations. Am ounts recox erable from  reinsurers are 
estim ated in a m alm cr consistent with the reinsured policy. The effects of subsequent changes in estim ated 
recovcrablcs ate accotm ted for with a corresponding charge or credit to incom e. 

j. ]llcOIlle Taxes 
The Corporalitm was created by the Statc of Louisiana to provide a residual m arket for state m andated 
\w )rkcrs' com pensation insurance. 1)urlng 1997, the United Stales Cr, ngress codified existing law clarifying the 
tax-exem pt status of the Corporation and other sim ilar corporations. Internal Revenue Code Section 

501(c)27B (IRC 501(c)27B) establishes certain conditions and criteria that must be met and maintained on a 
continuing basis to qualify for tax-exem pt status. Following the codification of existing law into IRC 

501 (c)27B, the Corporation requested that the Internal Revenue Sen.ice (IRS) recognize its exempt status 
under the terms of the new code section. 'l]le 1RS granted the request under IRe 501(c)27B, which became 
effective on j anuary 1, 1998 and applies to all years following that date, and infom md the Corporation by a 
]cller dated 1)ecem ber 22, 1999. 

Because ]RC 501 (c)27B codifies prior law, the Corporatiotl qualifies for exempt status for taxable years prior 
to 1998 and currently awaits a confirm ation of that stare s from tile IllS. The Corporation intends to continue 

to meet the rt'quirements of Section 501 (c)27B. "l'herefore, no provision has been made in these financial 
slalclllents for illCOlll{: taxes. 

k. l(eclassifications 
(]erlain alnOtlllls reported in the 1998 financial statem elltS have been reclassified to conforln with tile 1999 
presentation. 

3. IN VESTM EN TS 

A t 1)ecelnber 31, 1999, the am ortized cost and estim ated fair value of the portfolio as determ i 

Securities Valuation Office of the NAIC are: (in thousands) 
G ross (;ross 

Am ortized Unrealized Unrealized 
Cost _ . . ~;ain~__ l.os.ses 

(;overmnctH l~onds - lssuer Obligations $213,971 $ 0 $5,479 
(;ovcrnnlent Bonds Backcd by ].oans 50,084 
U . S. ggcncy Bonds Backed by l.oans 163,349 
Collateralized M ortgape O ) ga o s _ 34~296 

Toh, I Bonds $461,700 $ 0 $5,479 

;~ q 3 ,(~.! 2 

Paec 8 

$~494 
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Notes to Statutory Basis Financial Statem ents 

At Dccembc:c 31, 1998, d~e amortized cost a~ld estimated fair value of the portfolio arc: (in thousands) 

G overmncnt Bonds - Issuer O bligalions 
G ovcrmncnt Bonds - Backed by I,oans 
U. 5. Agency BoBds - Backcd by Loans 
Collateralized M ortga~,c O bligations 
Tola] Donds 

Am ortized 
._ .~(~)s L__. 
$229,168 
51,090 
165,604 
43 66Q 

~58,65~ 

l'hc scheduled maturity at 1)eccmher 31, 1999, is: (in thousands) 

D ue in one year or less 
D ue after one },ear through five years 
l)ue after fiwe years through tcn years 
1)ue after ion years 
] ,oan-backed securities 

(;ross 
U nrealized 
G ains 

$3,312 

}~3J2 

$!3,841 

A m ortized 
Cost 

$ 34,211 
144,228 
25,516 
1(),(}16 
2477.72929 
$461~o0 

$ Q 

$933 

l~;slim aled 
Fair 

.__ Y ahm _  

$232/180 
51,090 
165,604 

_ 43,660 

$492,834 

$71,558 

] ';slim alcd 
l~air Y alue 
$ 33,811 
141,576 
23,995 
9,110 

.237J29 
$~56,221 

A clual cash ~ows m ay differ from prolcctcd cash flows as a result of the borrower's ahility to prepay withou 
call or prepaym ent penahies. 

N cl Jnvesln]cn! incom e and gross realized gains and losses for the },cars ending 1)ccembcr 31, 1999 and 199B 

(;l'),~(.rlllllCil[ l!;onds Issuer O bligalions 
(;(}Ycrlllnl'llt ]!iollds Backed by ] .oans 
U. S. Agency Bonds Dackcd by Loans 
Collatcralizcd M ortgage O bligations 
Comm ol] Stock 
(}ther 
Total 
]nvcstm cnlExpct~scs 
Tolal 

4. IIO M E {}FFICE PRO PE RTY 

_ l)(~t:iBl}cf 31,1999 
N et G ross G ross 

hwcstmenl Realized Realized 
lnco0m C;aiA~s Losses 
$13,592 $ 23 $ 7 
3,748 
11,147 

2,378 18 
1,159 8,620 4,301 

. 2~622 
34,646 ~8,661 $4,308 

_  (L971) }32,675 ~(LB65) 
~34,776 

3 1 
5,293 3,377 

$6,604 }3,,159 

AI I)eccmbcJ 3 I, 1999 and 1998 home office properly consisted of the following: (in thousands) 

Cosl 
Acctmm hm .d dcl}rcciatio 
'l'olal 

1999 
$13,072 

$tl,635 

1998 

$12,568 
_ 11A31B J) 
$11,437 

$ , 306 $ 294 
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Notes to Statutory Basis Financial Statem ents 

5. ELECTRON IC I)ATA PROCESSIN G EQUIPM EN T 

A t l)ecem bcr 31, 1999 and 1998 

(in thousands) 

Cost 
A ccunm lated depreciation 
"l'otal 

J999 
$2,459 

$ 21,1 

l)cpreciati(m cxpensc $ !3.5 

1998 

$2,439 
g,1601 
$ 279 

$ 261 

6. LIABILITY FOR LOSSES AN D LOSS ADJUSTM ENT EXPENSES 

Activily in the liability for losses and loss adjustment expenses is summarized as follows (in thousands) 

I)Jrect balance at January 1, 
1 ,ess reillSllrallC(: recoverables 

Net balance at January I 

N et incurred related to 
Currcwl year 
Prior years 
'J 'oral ill ctllrcd 

N el paid rclaled to: 
Current year 
Prior years 
Tolal paid 

D irect balance at l)ecem bur 31 
1 .CSS reillStlral]ce recoverablcs 
N cl balance at l)ecem ber 31, 

!9__97 
$487,491 
A ~ 6M  

$ 49.522 
._A m~001) 
$~ Y)~52! 

$ 17,266 
~ 13 
8~779 

$509,870 
199,288 

~310,5~2 

1998 

$440,691 
~ ~ 668 
~38fi,023 

73,423 

_ JL596) 
$ 21,827 

$ 22,130 
_ ._  78~88Q 
~101,010 

$487,491 
130,651 

$356,840 

A s a result Of changes ill estim ates of incurred t:VelltS it] prior ),ears, the provision for losses and loss 
adjustment expenses (net of reinsurance recoveries) decreased by $10,001,000 and 1,596,000 in 1999 and 1998 
1)ecause of l(,wcr-than-anticipated losses on the devclopm ctn of the claim s. 

7. REIN SU RAN CE ACTIVITY 

'J'he ('orporation lim ils its loss cxposure on la*ge risks by ceding certain levels of risks with other insurers or 
reinsurers th~:ough general reinsurance treaties. Am ounls perlaining to reinsurance prem ium s which were 
deducted flora l)renfiums earned were approximately $75,839,000 and $70,211,000 for the years ending 
D ecem ber 3]. 1999 and 1998. 

l",stimated amoullts pertaining to reinsurance thai ,.verc deducted from losses incurred and loss adjustment 
expenses were approximately $92,203,000 and $85,293,1100 for the years ended 1)ccember 31, 1999 and 1998. 
The am oum of ceded ccmm aissions deducted from other undcl~.vriting expenses during 1999 and 1998 were 
approximately $21,098,000 and $18,454,000. 

at sing from cconom ic charactc ristics of its rtinsurt rs to m inim ize its exposure to significant losses from 
leit~SUlancc il~solvencies, h/cluded in insurance recoverables netted with loss and ]oss adiuslm ellt exDeIIs~ 
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Notes to Statutory Basis Financial Statem ents 

reserves arc receivables from two reinsurance companies of approximately $55 million and $73 millio.. At 
l)cccm bcr 31, 1999, the Corporation held collateral under reins~rance agrccvnents in Ihe form of letters of 

credit lolalmg $3,88( ,000. 

8. CO M M IT M EN T S 

At Ikecem ber 31, 1999, tile Corporation was com m itted under the term s of non cancelablc eq 

fi~llows (in thousands): 

Year 
2000 
2(101 
2002 
2003 
2004 and later 

608 
260 
62 
3 
0 

l'hc Corporation expended al~proximatcly $1,438,0( 0 a ld $1,487,000 during the years ending 1)ccember 31 
1999 and 1998 for lease paym ents. 

9. RET IR E M I{N T PLAN S 

"1 he Coq~oratio, sptm sors a defined colHtibution pension plan covering substantially all of its cm ph,yccs. 
Contributions to lhc pension plan are at the Board of 1)irectors' discretion. Conlributions and costs incurred 
w m c 5% for each of the years ending 1)ecem ber 31, 1999 and 1998 of each covered em ployee's salary and 

~o~alcd approximatdy $585,000 a~d .$549,000 for 1999 and 1998. 

"]'he Corporation also sponsored a savings plan under Section 457 of the Internal Revenue Code covering all 
eligible cm ph)yces. Participating em ployees could contributc up to 15% ofthcir eligible salary with the 
Coq)oralion m alching up to 5,% of their eligible salary. Effccdve 1)ecem ber 31, 1997, the (Sorporation froze 
all com ributi, m s to this savings plan and transferlcd the assets to a trust accoulll. Participating cm ph>yecs 
m ust m eet c(rtain eligibility requirem enlS, prim arily term ination of em ploym elat or reaching retirem ent age, 
before wilhdra\ving contributions. 

i~ffcclive January 1,199g, the Corporation bega~ sponsoring a savings plan m~dcr gcctio~ 401k of d~e Internal 
l{evcm ,e Code cow ~ring all eligible em ployees. Participating em ployees m ay contribute up to t5%  of their 
eligible salary with Ihe Corporation m atching up to 5%  of llleir eligible salary . Contributions expense of the 
Coqmralion was approximately $369,000 and $373,000 during 1999 and 1998. 

10. RELAT ED PA RTY T RA N SACTIO N S 

]n the norlna] course of busiI~ess, the CorporatioJ~ conducts transactions with a board m em ber. This board 
m ember is affiliated with an insurance agency which receives com missions for policies placed with the 
Corporation. The com m issions paid are based eli the standard rates used for all agents and were not 
significant to the Corporation in 1999 or 1998. 

In addition, the ('orporalion leased space in its office building to a com pany owned by a board m em ber durinp 
1998. The rent paid by lifts com pany was comparable to rent paid by other tenants ill lhe office b filding md 
was l]ot significant to the Corporation. 
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Notes to Statutory Basis Financial Statem ents 

11. SUBSEQUENT EVENT 

On April 1 (I 2(1(10, the United States 1)cpartment of ] ~abor (US1)O],) informed the Corporation Ihat it has 
tentatively approved United States I.ongshore and 1 larbor W orker's Acl coverage by tile Corporal(on without 
the full faith and credit of the state of l.ouisiana. The tentative effective date is M ay 1

,2000. Upon final 
approval by the USI)OI., the full faith and credit of the stale ofl.ouisiana immediately ceases for all claim s 
arising after that date and the Corporation begins participalion in

, contributions to, and receives protection 
under the insurance guaranty associalion fund created and operating under 1.RS

.~ 22:1375 et seq. on a 
prospective basis. In addition, the Corporation m ust pledge securities to the Louisiana 1)epartm ent of 

Insurance (1lOll to hold the slate harmless from all claims arising from any legal obligation of the Corporation 
to which the filll faith and credit guarantee of the state is pledged. The Corporation estim ates the am ounl of 
securilies th~ t would have been required to be pledged to the D O] at ])ecember 31, 1999 to be approxiu~alely 
$61 m illion. Upon final approval, the US1)OL will requi~e the Corporation to issue a letler of credit estimated 
to be approximately $400,000. 

U pon extinguishm ent of the fidl faith and credit of the state of ] +ouisiana, the Corporation m ust com ply with 
surplus and rcsclwe requirem ents for a dom estic m utual insurer. In addition, the specific leg(sial(re lim itations 
on the ('orporation's investments in ] +II.S~ 23:1405A will be removed and the Corporation's investments must 
com ply with the provisions of the ] +ouisiana Insurance Code applicable to dom estic insurers as provided i~+ 
I.RS~ 22:841[ et scq. 
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ND EPENDENT AUDITO RS' ANNU AL LETTER O F O UAL1FICAT1ON 

Board of D irectors 
Louisiana W orkers' Com pensation Corporation 
Baton Rouge, Louisiana 

W e have audited, in accordance with generally accepted auditing standards, the statutory financial statements 
of Louisi~,na W orkers' Compensation Corporation (the Corporation) as of December 31, 1999 and for the 
year then ended and have issued our report thereon dated April I t, 2000. In connection therewith, we advise 
you as follows: 

a 

b 

e 

W e are independent certified public accountatxts with respect to the Corporation and conform to the 
standards of the accounting profession as contained in the Code of Professional Conduct and 
plonouncements of the Am erican Institute of Certified Public Accountants, and the Rules of 
Professional Conduct of the Louisiana Board of Public Accountancy. 

The engagement director and m anager, who are certified public accountants, have fifteen years and 
nine years, respectively, of experience in public accounting, and are experienced in auditing 
insurance com panies. M em bers of the engagem ent team , m ost of w hom have experience in auditing 
insurance enterprises and 67%  of w hom are certified public accountants, w ere assigned to perform 
tasks com m ensurate w ith their training and experience. 

W 'e understand that the Corporation intends to file its audited statutory financial statem ents and our 
report thereon w ith the Insurance D epartm ent of the State of Louisiana and other state insurance 
dc~partm enls in states in which the Corp oration is licensed and that the insurance com m issioners of 
lhose states will be relying on that information in m onitoring and regulating the statutory financial 
condition of the Corporation. 

W hile we understand that an objective of issuing a report on the statutory financial stalelnents is to 
satisfy regulatory requirements, our audit was not planned to satisfy all objectives or responsibilities 
of insurance regulators. In this context, the Corp oration and insurance commissioners should 
understand that the objective of an audit of statutory financial statements in accordance with 
generally accepted auditing standards is to form an opinion and issue a report on whether the 
statutory financial statem ents present fairly, in all material respects, the adm itted assets, liabilities, 
and capital and surplus, results of operations and cash flow in conform ity with accounting practices 
prescribed or perm itted by the Insurance Department of the State of Louisiana. Consequently, 
under generally accepted auditing standards

, we have the responsibility within the inherent 
lim itations of the auditing process, to design our audit to obta in reasonable assurance that errors and 
irregularities that have a m aterial effect on the statutory financial statem ents w ill be detected and 
to exercise due care in the conduct of the audit. The concept of selective testing of the data being 
audited, which involves 

Balon Rouge ~ Donaldsonville . Gonzoles ' New Orleans " St. Froncisvillo 
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judgment both as to the number of transactions to be audited and the areas to be tested, has been 
generally accepted as a valid and sufficient basis for an auditor to express an opinion on tile financial 
slatements. Audit procedures that are effective for detecting errors, if they exist, may be ineffective 
for detecting irregularities. Because of the characteristics of irregularities, particularly those 
involving forgery and collusion, a properly designed and executed audit m ay not detect a material 
irregularity. In addition, an audit does not address the possibility that material errors or irregularities 
may occur in the future. Also, our use of professional judgment and the assessment of materiality 
for the purpose of our audit means that matters may exist that would have been assessed differently 
by insurance com m issioners. 

It is the responsibility of the managem ent of the Corporation to adopt sound accounting policies, to 
n,taintain an  adequate and effective system of accounts, and to establish and m aintain internal 
co ntrol that w ill, am ong other things, provide reasonable, but not absolute, as surance that assets are 
safeguarded against loss from unauthorized use or disposition and that transactions are executed in 
accordance w ith m anagem ent's authorization and recorded properly to perm it the preparation of 
financial statem ents in conform ity w ith accounting practices prescribed or perm itted by the 
Louisiana Insurance Departm ent. 

The Insurance Com m issioner should exercise due diligence to obtain whatever other inform ation 
that may be necessary  for the purpose of monitoring and regulating the statutory financial position 
of insurers and should not rely solely upon the independent auditor's report. 

W e will retain the work papers prepared in the conduct of our audit until the Insurance Department 
of the State of Louisiana has filed a Repo rt of Exam ination covering 1999, but not longer than seven 
years. After notification to the Corporation, we w ill m ake the work papers available for review by 
the Insurance Departm ent of the State of Louisiana at the offices of the insurer, at our offices, at the 
Insurance Departm ent or at any other reasonable place designated by the Insurance Com m issioner. 
Furtherm ore, in the conduct of the aforementioned periodic review by the Insurance Department of 
the State of Louisiana, photocopies of pertinent audit work papers may be made (under the control 
of the accountant) and such copies may be retained by the Insurance Department of the State of 
Louisiana. 

T,lais is the fifth year the engagem ent director has served in that capacity with respect to the 
Corporation. The engagement director is licensed by the Louisiana Board of Public Accountancy 
and is a m ember in good standing of the Am erican Institute of Certified Public Accountants. 

To the best of our knowledge and belief, we are in compliance with the requirements of section 7 
of the NAIC's M odel Rule (Regulation) Requiring Annual Audited Financial Reports regarding 
qualifications of independent certified public accountants. 

This letter: is furnished solely to enable you to com ply w ith the Insurance Department of the State of 
Louisiana and should not be used for any other purpose. 

Baton Rouge, Louisiana 
April 11, 2000 
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The Board of D irectors 
Louisiaua W orkers' Compensation Corporation 
Baton Rouge, Louisiana 

In planning and perform ing our audit of the financial statements of Louisiana W orkers' Compensation 

Corporation (the Corporation) for the year ended December 31, 1999, we considered its internal control in 
order to determ ine our auditing procedures for the purpose of expressing our opinion on the financial 
statem ent~; and not to provide assurance on intern al control. Our consideration of intern al control would 
not necessarily disclose all m atters in intern al control that m ight be m aterial w eaknesses under standards 
established by the Am erican Institute of Certified Public Accountants. A m aterial weakness is a condition 
in which the design or operation of one or more of internal control elements does not reduce to a relatively 
low level the risk that errors or irregularities in amounts that would be m aterial in relation to the financial 
statem ents being audited m ay occur and not be detected within a tim ely period by em ployees in the normal 
course of i)erfornling their assigned functions. However, we noted no matters involving intern al control and 
its operation that we consider to be m aterial weaknesses as defined above. 

This report is intended solely for the information and use of the Board of D irectors, m anagem ent, and others 
within the Corporation and for purposes of filing with insurance regulatory authorities and the Louisiana 
Legislative Auditor's Office and should not be used for any other purposes. 

Baton Rouge, Louisiana 
April 1 I, 2000 

Baton Rouge ' Donaldsonville ~ Gonzoles ~ New Orleans - St Francisville 
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I.O U ISIA N A W O R K ER S' CO M PEN SA TIO N CO R PO R A 'lIO N 

IN I)EX TO 
I.O N G SH O R lg A N D tlA R BO R W O R K ERS' C O M PEN SA TIO N A CT 
17O RM  LS-513, P,F, PO RT O F PA Y M EN TS 
FO R TIlE Y EA R EN D ED D ECEM BER 31, 1999 

lndependen! A uditors' Report 

I Jongshore and tlad)or W orkers' Com pensation A ct Form  LS-513 

N ote 1o Fornl LS-5I 3 
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The Board of Directors 
Louisiana W orkers' Compensation Corporation 
Baton Rouge, Louisiana 

W e have audited the compensation and medical payments (as defined in the Longshore and Harbor W orkers' 
Compensation Act, and Extensions, "the Act") included on the accompanying Form LS-513, Report of 
Paym ents of l,ouisiana W orkers' Com pensation Corporation for the year ended December 31, 1999. This 
form is th e responsibility of th e Com pany's m anagem ent. Our responsibility is to express an opinion on th e 
acco m panyiug Form LS-513 based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards. Those standards require 
th al we plan and perform the audit Io obtain reasonable assurance about wheth er the accom panying Form 
LS-513 is free of material m isstatement. An audit includes examining, on a test basis, evidence supporting 
th e am ounl:s and disclosures in Form LS-513. An audit also includes assessing the acco unting principles 
used and significant estim ates m ade by m anagem ent, as well as evaluating th e overall presentation. W e 
believe th at our audit provides a reasonable basis for our opinion. 

In our opinion, the compensation and medical paym ents included on Form LS-513 referred to above present 
fairly, in all material respects, the compensation and medical payments m ade by Louisiana W orkers' 
Com pensalion Corporation for the year ended Decem ber 31, 1999, as defined in the Act referred to in the 
first paragraph. 

This report is intended solely for the inform ation and use of the Board of D irectors and m anagem ent of th e 
Corporalio:c~, the Louisiana Legislative Auditor's Office, and the U. S. Department of Labor, Division of 
Longshore and Harbor W orkers' Com pensation, and should not be used for any other purpose. 

Baton Rouge, Louisiana 
April I 1, 2000 

Baton Rouge ~ Donaldsonville ~ Gonzales ~ New Orleans ~ St. Francisville 
Associated Offices in Principal Cities of the United Stales 
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I~O N G St tO RE A N D ltA RBO R W O R K ER S' C O M PEN SA TIO N A CT 
FO R M  LS-513, RE1)O RT O F PA Y M EN TS 
FO R TH E Y I';A R EN D ED D ECEM BER 31, 1999 

CO M PEN SATION A CT Num ber of Cases Com pensation 
Com pensated Paym ents 

(ooo) 

l.ongshorc 
l)cfense B ase 
N onal~proprialed Funds 
O tiler C oniincnlal Shell" 
D istrict of Cohnnbia 

Total Paylnonls 

Total Com pensalion and 
M edical Paym enls 

See nolo Io Form I.S-513 

M edical 
Paynients 

(ooo) 

1,117 $1o,153 $8,953 

l'agc 3 

$10,153 $8,953 

$19,106 



LO U ISIAN A W O RK ERS' CO M PEN SATION CO RPO RATION 

FO RM  LS-513, REPO RT O F PA Y M ENTS 
N O TE TO FO R M  1.S-513 

1. BA SIS O F I~EPRESEN TA TIO N 

The form has been prepared in conform ity w ith the 1.ongshore and H arbor W orkers 

Compensation Act and Related Statutes (the Act). 

The number of cases compensated is tile number of incidents of injury or death for which 
com pensation and m edical paym ents were m ade during the year for claim s paid during 
the year ended D ecem ber 31, 1999. 

Conlpensation Paym ents are tile m oney allow ances paid to an em ployee or his dependents 
for disability or death as provided for in tile A ct. Com pensation paym ents include 
paym ents of indem nity in tile sam e m annc.r and at tile sam e intervals as w ages, funeral 

benefits, and in the case of permanent injury, any additional payments as set forth in the 
A ct. 

M edical Paym ents are tile m oney allow ances paid for such m edical, surgical and other 
altendancc or treatm ent, nursing and hospital services, laboratory, X -ray, and other 

technical services which tile nature of the injury and the process of recovery may require. 
M edical paym ents also include necessary denlal care and treatm ent, m edicine, crutches or 
odm r apparalus and prosthelic devices, and any other m edical service or supply, including 
the reasonable and necessary cost of travel incident thereto. 

The am ounlis do not include accruals for liabilities incurred but unpaid at the end of the 

year. 
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Financial Statem ents for the Years Ended 
D ecem ber 31, 1999 and 1998 and 
Independent Auditors' Report 

Supplem ental Statem ent of Board M em ber 
Compensation and Independent Audi tors' 
Report: 

Independent Auditors' Report on Com pliance 
and on Internal Control over Financial 
Reporting Based on an Audit of Financial 
Statem ents Perform ed in Accordance with 



I.O U/SIAN A W O RKERS' CO M PEN SATION  CO RPO RATIO N 
lDdex to Consolidated Financial Statem ents 
Years Ended D ecem ber 31, 1999 and 1998 

Financial Stat.e~nqnCs 
!'age 

Snpplcm e1!!al J D f~r!~latio0 

O ther Report ]Required 

~dcpcndcnl Audilols' Rcpoll on Com pli'ancc and on ]ntclnal Control over Financial F.cporli~lg ]~,asc~ 
m ancial Statcn]ents ]~clforn]ed in Accordance with (,'overnmen/~ludillt~ .$'/andat~ 
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To the Board of Directors 
Louisiana W orkers' Com pensation Corporation 
Baton Rouge, Louisiana 

W e have audited the accompanying consolidated balance sheets of Louisiana W orkers' Compensation 
Corporation and Subsidiary (the Corp oration) as of December 31, 1999 and 1998, and the related 
consolidated statem ents of incom e and com prehensive incom e, changes in policyholders' equity, and cash 
flows for the years then ended. These consolidated financial statem ents are the responsibility of the 
Corporation's m anagem ent. Our responsibility is to express an opinion on these consolidated financial 
statem ents based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and Government 
Auditing Standards, issued by the Com ptroller General of the United States. Those standards require that 
we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial 
statem ents are free of m aterial m isstatement. An audit includes exam ining, on a test basis, evidence 
supporting the am ounts and disclosures in the consolidated financial statem ents. An audit also includes 
assessing the accounting principles used and significant estim ates m ade by m anagem ent, as well as 
evaluating the overall financial statem ent presentation. W e believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all m aterial 
respects, the financial position of Lo uisiana W orkers' Com pensation Corp oration and Subsidiary as of 
Decem ber 31, 1999 and 1998, and the results of their operations and their cash flows for the years then 
ended in conform ity with generally accepted accounting principles. 

In accordar,ce with Government Auditing Standards, we have also issued a report dated April 11, 2000 on 
our consideration of the Corporation's internal control over financial reporting and our tests of their 
com pliance w ith certain provisions of laws and regulations. 

Baton Rouge, Louisiana 
April 11,200(I 
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I.O UIS1ANA W ORKERS' COM PENSATION CO RPORATION 
Consolidated Balance Sheets 

(in lhousands) 

A SSETS 

Cash and cash equivalents 
Investnm nl :~ccurities available for sale - N ote 3 

Premiums recciwlble (net of allowance of $12,300,000 in 1999 
and $9,300,000 in 1998) 

Recoverable fl'()l'll i'cinsurcrs 
Fixed assets less accum ulated depreciation - Nole 5 

l)eferrcd policy acquisilion costs - Note 4 

O lher assets 

TOTAl, A SSF:I'S 

I,IABII,ITIES AND POIACYHOI,I)ERS' EQUITY 

l Aabililies 

] ,osses al]d ]oss adjl.lslnlell[ expenses - Note 6 
U neallled prclnium reserve 
(?onlillgcnl com m issions 

Policyh(~lders' deposits 
Prem ium laxes and olher liabilities 

I'O TA I~ I.IA BII.ITIES 

l'olicyholde:cs' equity 
Relaincd I'.'arnings 

Accunm]taled net unrealized gains (losses) 

"OTAI~ POI,1CYI IOLI)ERS' EQUITY 

D ecem ber 31 

1999 1998 

$ 23,358 
524.084 

56,181 

200,510 

13,252 

670 
6.122 

$ 824,177 

$ 509,870 
22,813 

716 

11,885 
61,983 

607,267 

217,568 

(658) 

216,910 

I'O'I'AI. I .IABII.I'FIES AND POLICYI IOLI)ERS' EQUITY $ 824,177 

See ttol('s to consolidated financial slalements. 
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$ 18,017 
572.435 

45,436 

131,368 
13,938 

568 

6,183 

$ 787,945 

$ 487,491 
11,513 

750 

15,465 
69,055 

584,274 

79,409 

24,262 

203.67 

$ 787,945 



I,O UISIANA W O RKERS' COM PENSATION CORPORATION 
Consolidated Statem ents of Incom e and Com prehensive Incom e 

Years Ended Decem ber 31, 1999 and 1998 
(in thousands) 

Nel prem iunls earn ed 

N et invcslm el~l incom e 

Net gaff1 on sale of investm ents 
O lhcr il~eom e 

U nderwriting expenses: 

Losses and loss adjustmenl expenses 
U nderwriting expenses 
O ther expenses 

l'olal underwriting expenses 

N cI inconle 

1999 1998 

$ 66,472 
32,117 

4,353 
1.130 

104.072 

38,759 

22,416 
4,738 

65,913 

$ 38,159 

$ 98,026 
34,082 

3,145 
1,473 

136,726 

71,125 

21,399 
2,408 

94,932 

$ 41,794 

O l]ler conlpl'cllcnsive ineonle: 
U nrealized gains Oil securities: 

Um-calized holding gains arising during period (20,567) 14,772 
Less: reclassification adjusmmnt for gains included in net income (4,353) (3,145) 
Total other comf, rchensive incom e (24,920) 11,627 

Colllprehell~ i ve iilcolne 

See tloles lo cotl.~o]idtlll'd fitltlticia[ slolemetlls 

$ 13,239 $ 53,421 

Consolidated Slatem enls of Changes in Policyholders' Equity 
Years Ended 1)eeem ber 31, 1999 and 1998 

(in thousands) 

l~,alancc,.la,m ary 1, 1998 
C om prehensive incom c 

Balance, 1)cccm bcr 31, 1998 

C oli] pl-ch cI 1 sir c i 11 (oI |a (~ 

Balance,/)teem /m r 31, 1999 

A ccum ulalcd 
N ct tl nrealizcd 

(; ain s(./x)sscsi~  
$12,635 
11_627 

24,262 

_ _ ~ 92~ 32)_ 
_ _ A~  

See notes to consolidated financial statements 

age 4 

Retained 

l'~arnin t,s 

$137,615 
41.794 

179,409 

38.159 

203,671 

13.239 

$217,568 $216~910 



LO UISIANA W ORKERS' COM I'ENSATION CORPOI(ATION 
Consolidated St atem ents of Cash Flows 
Years Ended l)ecem bcr 31, 1999 and 1998 

Cash flows f~om operating activities: 

Net incom e 

Adjustnmnts to reconcile net income to net 
cash provided by (used ill) operating activities: 

Deprecialion 
Gain Oil sales of investm ents 
N et anlol:lizatioll of bond prem ium 
Pl'elnil.lllqtS receivable wrillell off 
Increase ill pw m ium s receivable 

Increase (decrease) in allowance for doubtful accounts 
Increase in recoverable flom reinsurers 

l)ecreasc (increase) in deferred policy acquisition costs 
l)ecreasc ill otllel~ assels 

Increase in liabilily for losses and loss adjustment expenses 
Increase (decrease) ill unearned premiunr reserve 
D ecrease ill contingent COl/llnissions 

Increase (dccrease) in premium taxes and other liabilities 
Net cash provkled by (used in) olreraling aclivilies 

Cash flows from investing activities: 

Purchases of investm ents 
Proceeds l'ronl paydow ns and sales of investm ents 

Ptllchases of fixed asscts- ncl 
Net cash provided by (used in) investing activities 

Cash flows fi'om thm ncing activities: 
D ecrease ill policyholders' deposits 

Net cash used ill financing activities 

Net increase (decrease) in cash and cash eqoivaleols 

Beginning cash and cash equivalents 

Ending cash and cash equivalents 
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1999 1998 

$ 38,159 $ 41,794 

1,089 

(4,353) 
1,379 

1,655 

( 15,400) 
3,000 

(69,142) 
( I (12) 
61 

22,379 

I 1300 
(34) 

(7,072) 
07,08U 

(110,777) 
137,182 

(403) 
26,(~}2 

(3,580) 
(3,580) 

5,341 

18.017 

$ 23,358 

1,530 

(3,145) 
1,377 
3,607 

(3,241 ) 
( 1,2(~) 
(76,598) 

Ill 

597 

46,800 

(2,189) 
(772) 

18.117 

26.788 

(256,534) 
227,835 

(99g) 
(29,697) 

(4,726) 
(4,726) 

(7,635) 

25,652 

$ 18.017 



LO U ISIAN A W O RKERS' CO M PEN SATION  CO RPO RATIO N 
N otes to Consolidated Financial Statem ents 
Years Ended D ecem ber 31,1999 and 1998 

1. O RGAN IZATIO N  

l,ouislana \Vc.d:ers' C<mapensation Corporation (the Coq~orati<m) is a prlvatc, nonplofit corporation t rented to operate as a 
dom estic nll.lltl:d iltsutancc com pany by Act 814 of the 1991 Regular Session of the State of lxmisiana legislature aml 

sul)scquent vote1 approwd of a constitutional amendmei~t. /.ouisiana Revised Statues (LRS) 23:1404B (1) provides that 
"Should lhe corporal/ion's assels be insqffidenl lo pqy claims as they become due then lhe fu/(fldlh and cn'dil of lhe state OF1 aMst'ana shall be 
pledged...[or the pa)'menl of daims. "l ~is full faith and m,di! ~?4aranlee shall expire in fiVe.l'ea,:~ or al such time a~ the [ lniled.f iates 1 }epar/men! 
qf I abor apptvve., ( hdted Slates J ~otgshore and 11arbor Worker's Acl cove,age b). ihe corporation wilhoul such secu,iO,, whichet,et occtax /ate#' 
A t l)ccem bel 31, 1999, this guarantee has not expired. (See Note 11.) The Corporation provides wolkms' compensation 
insurance coverage to employers in 1.ouisiana and began issuing policies on Oclober 1, 1992. 

O n Seplem bcl 6, 1996, the ('orporation form ed a nonprofit non stock subsidiary, I.\VCC M uhi Slate l"acility Ag<'Jlcy, Inc. 
0he Agem )') woll)out capJlal infusJo~. TIlls sl)bsJdJal), ifo~)ctJot~s as al~ it)sural2cc agc~lcy wllicb ,q~cJ~itatcs tbc solicitation anti 
nCl~otialion of insnrance policies wilh l.ouisiana em ployers with cxposm es outside of ],ouisiana as aulho]ized by 

] .ItS ~ 23:13931',(2). Insurance policies with non-lxmisiana (xposures are placed wilh a national insurance company which 
pays tile AgeJ~c~' a comm ission. 'l]~e puli~ose of the Agcncy is not to m ake a pro fit, but to provide a single location for Ihe 
pro cessing of applications, paym ents, and claim s for the insureds with bolh ].ouisiana and Ilon I xmisiana exposures and to 
assist Ibe Coq~o*alion iJi rctaini~g existi~)g policies amt prod~ch~g llew ].olJisial~a ImsJlless. 'J]~e A~twtlcy ~'Xl~t'ets to pass IIle 
com m issions il *eceives from the parlnered insulance company in excess of its expenses to tile independent agenls ploducillg 
the business. ]nlcrcom paily balances have been dim inaled in preparation of these conso]idaled fillam ial slalenlellls. 

The Corporation is Jlot an agency or division of the State of I xm isiana nor has it eve~ received any slalc or federal ftm dmg. 

These financial statem ents are discrclely p~esented in the Slate of I .ouisiana Com prehensive Amm al lqnancial lLepm t under 

the guidance of Goverlm]ental Accounting Standalds Nm~ber 14 "l~e I qnancia/Rrporli*g l'~nh~y because Ihe Stale of ] .ouisiana 
provides its full failh and credit to the ('orporation. 

2. SU M M ARY O F SIGN IFICAN T ACCO UN TIN G PO L1CIf';S 

a. J~asisQflh es(~nt a!i(~!) 
These financial statements a*e presented in conform ity wilh generally accepted accotmtin~, p~inciples. The application of 
t|lcse af(.()llll611g i~linciplcs Icquires lllanagcnaent to m ake eslinlales alld assum ptiolls dial affect Ihe lepOll(2d {ll]l(}lllllS of 
assels, liabililies, revenues, and expenses. A ctual Icsulls Inay difter from  those estim ales. 

b. Ccrli fical{~s <if] )eposils and Casl~ ;at!d Cas!1J {quivalent s 
Cc~lificales of deposits in excess of the f<'derally insured limit orS100,000 are collateralized by the issuing financial 
inslih~li~m s. Cerlificates of deposits and cash equivalents owned ]lave m aturity dales of less than ~finety clays and have fair 
values approxinlaling calrying alllOllllts. 

lVm purposes of rcporling cash flow s, cash and cash cqubealcnts include cash on deposit and highly liqafid investm ents, b( 
readily convertible to known am ounts of cash and so ~ear m alurity thai there is in significant risk of changes in value 

c. J llS,('Sllllents 
The Cm poration classifies its investm ents as trading, available for sale, or lmld to m aluiity based upol~ ils introit and ability to 
hold the ilw cSlm C*~l. This classification is m ade at Ihe acquisition of the securily and is reassessed at each yeal end

. Realized 
gains and losses (m sales of investm ents are ~ecognizcd ila net incom e using lhe specific identification basis. Unlealized gains 
and losses oI~ trading securities are reflected m earn ings and the related asset is stated at estimated lair value, l.]nrealized gains 
and losses on a-~ ailab]e for sale securilies are reflected as an adjustment of policyholders' equity and olher coml~ehensive 
ino:)lne and tile related asset is stated at estim ated fair value. Investm ents classified as held to nlalurity arc staled al amo~lized 
cost. The eslilllaled fair vahles of the securities ale based Oll quoted nlalket prices ol dealcl quotes. 

d. Iqx<d Assets an(! ])cp~ecialj(!!a 
The fixed assets owned by the Corporation ale carried al cost less accumulated depreciation, l)cprcciation is compuled on a 
straight line basis over the estim ated useful life o/the equipm ent, generally 5 years. The & preciation on tilt' Imildmg is 
com pult,d on a ~;t~aight line basis over the estim ated useful lift" of 40 yea~s. 
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LO UISIAN A W O RKERS' CO M PEN SN FION CORPORNI'ION 
N otes to Collsolidaled Financial Stalelnellts 
Years Ended D ecem ber 31, 1999 and 1998 

c. ~ cs an(! ],ossAdjustnkot~ l.~xpcj)~~s_ 
],osscs 311(I Iosl; adjllSllllflat cxpcllSCS [cl)~CSClll Ihc cglifllatcd ullimatc net cosl of all rcporlc d and UlllCpOltcd I()sscs ill(Uil{~d. 
The resc~'cs for unpaid losses and loss adjusmaent expenses are cs6mated using individual case-basis vahlalions and statistical 
analyses. "l'hosc eslimates ale subject to the effects of trends in loss severity and flcquency. IX~anagemcnt also rdicd on 
certain critical assunll'~iions based oil exlem al indtlslly data sources. Such liabilities arc necessarily based on estilnales and, 
while m anagcntclll believes the afnomlt is adequate, the ultim ate liability m ay be in excess of or less than the atnounls 
provided. 'l'hc mclhods for m aking such estim ates and foJ establishing the resulting liability arc conlim~ally reviewed, and any 

adjuslmenls al(: reflected in current earnings. 

f. l)cfcltcdPo|my Ac~n~ silion Costs 
Cost s of acquidnl; new and renewal bllsiness are capitalized and cbarged 

Policyhoklers' deposits represent am ounts which have been collected flora policyholdcls as payment security. The dcposils 
aJe collected in advance of Ihe policy year and the am ount of Ille deposit is based on Ihe eslimated annual p~cmium . Upon 
canccllalion or lelm inalion of the policy, the deposit is applied to any unpaid prem ium s with any balance rem aining ,e funded 
to tile policyholdej. 'l'he poliw holders' deposits are imerest bearing to the policyholder. Interest expense in(u, Ied on 
policybolders' deposits during ] 999 and 1998 was apploximately $321,000 and $486,000 and is included in general and admin 
ist*ative expenses, lntcresl paid din ing 1999 and 1998 on po]icyhohlets' deposits was approxim alel1' $536,000 and $775,000. 

Insurance prcn:Jum s arc generally recognized as earned on a pro rata basis over the policy lelm . The pollion (ff collected 
prcm imns thal ~vil] be earn ed in future periods ate defct/ed and reported as unearaed prem hmls. The por6on of p*z'nmmls 
thai has been earned and will be billed in arrears is recognized as earned and reported as pJemiums receivable. Prem ium s 
*eccivablc at( periodically ~cviewed for collectibility and an estim ated allowance is established. 

In tim norm al course of business, tile Coqm ration reduces ils exposure for any one loss by reinsuring certain levels of risk 
wilh other insu:'a|lcc cnteq~rises or rcitlsurcrs. The Coq~oration rem ains liable to the extent reinsuring companies are unable 
Io m eet their tlealy obligalions. Al*nOtlnls lecoverable from reinsurers are estim ated ill a lllallller consislelll wilh the rCillSllte( 
policy. The effi:cts of subsequent challges in estim aled recoverables are accounled for wilh a corresponding chalge ol cledil 



LO U ISIAN A W O RKERS' CO M PEN SATIO N  CO RPO RATION  
N olcs to Consolidated Financial Statem ents 
Years Ended D ecem ber 31,1999 and 1998 

j. ]ncome 'J.~a?:t:~ 
'1'1~c (~orporation was created by the State of ] .ouisiana to provide a residual m arket for state m andated workerst con~pensation 
insurance, l)uring 1997, the United States Cong*ess codified existing law clarifying the tax-exem pt status of the Corporation 

and other similar eoq,orations. Internal Revemm Code Section 501(c)27B (IRC 501(c)27B) establishes certain conditions and 
criteria that llliiSl be met and m aintained on a continuing basis to qualify for tax exempt status. Following the codification of 

existing law inta ]RC 501(c)27B, the Corporation requested that the Internal Revenue Smvice (IRS) recognize its exempt 
status under Ill,'-' letms of the new code section. The IRS granted the request under IRC 501(c)27B, which became cf/eclive 
on Jatmary 1, 1998 aod applies to all ),eats following that date, and itlformed the Coq~oration by a letter dated l)ecember 22, 
1999. 

Decause IRC 501(c)27B codifies prior law, the Corporation qualifies for exempt status foJ taxable )'cars prior to 1998 and 
currently awaits a confirm ation of lhat status from the ]RS. The Corporation intends to continue to m eet the requiwmcnts of 
Section 501(()27B. "Yhercfore, no provision has been made in these financial statements Ik~r income taxes. 

k. ?.dver!ismg ('osts 
A( vet s ]g co, s at(. expensed as incurled 

l. ] nsura~]ceJ ),;'pa c!!Bq*llJ>,cgulatio8 
Tim (;orpotatk,n is reDflated by the Insurance 1)eparim ent of the State of].ouisiana usinf] accounting practices pJescribcd or 
perm itled by that insm ance departm ent. The Corporation had net incom e under these accounting prac6ces of approxim ately 
$40,307,000 and $40,682,000 h>r the years ending December 31,1999 and 1998. At l)ecember 31, 1999 and 1998, tim 
Coq~otation's po]k:yho]dcrs' equity under these accounting practices was approximately $226,112,000 and $185,788,000. Of 
these amounts, $3,000,000 was *equircd to satisfy minimum capital requirements in each )ear. 

The N ational k ssociation of Insurance Com m issioners Risk Based Capital analysis is a regulatory attem pt to m easure the 
amount of statutoly capital and suq~lus an insurer needs, giving consideration to the various risks associated with its 
operati(ms, Risks inherent in the insurance industry ale taken into accotlnt ill detem rinh~g this amount, which is referred to as 
Ilv.: Risk-]~,ased Capital (RI],C) requirement. 'lhe RI?,C requiJement is compared with the insurer's adjusted stalutoly capital 
and surplus as lefleeled in its statutory basis Annual Statement. Regulator), action may be taken when an insurer's adjusted 
slaltllory capital and surphls falls below its RBC requirem ent. At I)ecem lmr 31, 1999, the Corporation had a total RBC 
lequilcmcnt of apl,m ximate]y $25 million as compared with an adjusted statuto*y capital and suq~lus of apploxmlately 
$226 m illion. 

3. IN VESTM EN 'I~S 

At l)ecem beJ 31, 1999 and 1998, all invesm mnts were classified as available for sale a ( were rcg s ere~ thc Corporation's 
J~ame. At 1)ec~n]l)e* 31, 1999 and 1998, the amortized cost and estimated fair value of the portfolio arc': (in thousands) 

_  1 )ecctnl>cr_.3J. 1999 l)ecembcr 31.1998 
(;ross G ross Estim ated (boss G ro ss l~stim ated 

Am ortized Llnrealized Llnrealized }:ait Am ortized Unrealized Llnrealized i"air 
Cost Gains J.osse~ Yah!c Cost Gains ],osses Viduc 

Government Bonds lssueJ Obligations $213,971 $ $ 8,565 $205,406 $229,168 $ 3,508 $ 168 $232,5118 
G overn m ent Bonds - Backed by l/runs 50,083 570 1,371 49,282 51,090 2,465 53,555 
11. S. Agency Bonds Backed by Loans 163,349 472 4,975 158,846 165,604 5,477 144 170,937 
Collateralized M o Igage O bligations 34,296 1,384 32,912 43,660 277 61 43,876 
Com m on Stocl~s _  63,Q42 __JT, O90 _2.494 _  776~38 58~65650 13.841 . 933 _ 71.559 

1524,741 }18,132 $18,789 $524,084 $548,172 }25,568 $1,306 $572,435 
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LO UISIAN A W O RKERS' CO M PEN SATIO N CO RPO RATIO N 
N otes to Consolidated Financial Statem ents 
Years Ended D ecem ber 31, 1999 and 1998 

"he expected malulib, at l)eccmber 31, 1999, is: (it] thousands) 
A m ortized 

l)ue ill one year ol less 
l)ue after one )car thtoul,h five years 
l)uc after five )'cats through ten ),cars 
D ue ariel let] y,t,ats 
M (ntgagc hacked securities 
( ;OI)H]]()I] 810C]<S 

_ _ +CQ~I 
34,211 
144,228 
25,516 
10,016 
247,728 
63~0_ 42 

$524,741 

Actual cash flows may diffm flora projected cash flows as a resuh of the hortowcr's ability 1o prepay without call or 
lncpayment pcnahies. :\1 l)ccemhcr 31,1999 all cash and cash equivalents were insured or collalera]ized with securities held 
by the Coq~olation ot ils agent in tile Corporation's nam e. 

N et i*)vesttnent 

thousands) 

(;ovcrnm en! 1'hinds- Issue10 hliga6ons 
(;ovctnm cnl Bonds - F;acked by 1.oans 
U . S. Agency B,:mds Backed by J.oans 
Collalcralized M orlgagc O I)ligations 
Com m on Stock 
O ther 
Total 
]nvestm('nl Expenses 
']'olal 

he years ending l)cceml)cJ 31, 1999 and 1998 are: (in 

cem l)er 31 1999 

4. I)I';FI'~RRI!D POLICY ACQUISITION COSTS 

1 )eccm bcl: 31.1998 
N et G ross (;ross 

~.vestm ent Realized Realized 
Incom e (;]ins l,osses 
$13,954 1,118 81 
4,468 190 
11,336 
2,439 3 1 
1.051 5.293 3.377 
1A06 
34,654 }6,604 }3,459 
~ 572] 
~34,082 

Tim following, lcfle,.:ts the policy acquisitiof~ costs deff:Jtcd fo~ amortizaiior, against future income and the related amortization 

chawcd to income: (in thousands) 

l'lalancc, I)cginning of yem 
Acquisition costs defcHcd 
Am ortization chaLi.cd to incom e 
l',ahm ce, cnd of ycaI 

8. lqX l']I) ASSETS 

l,and 
]hfilding 
1)ala processin?, assels 
Aulonlol)iles 
]:lltlliltlrc, fix]tileS, alld C(]lliplllCi 
8uhlolal 
] ,eSS a(Ctllllllla|(,d d(rple(iatlon 
Nel fixed assels 

J999 
$ 605 
12.642 
8,459 
106 

_ 2.4.43 
24,255 

(!],Q031 
.$13,252 

} LQ89 

Pagc 9 

1998 
$ 679 
1,531 

0 6-A!gj 
$ 568 

1998 
$ 605 
12,138 
8,248 
1,192 
2,405 
24,588 

$13,938 

$ 1,530 



LO UISIAN A W O RKERS' CO M PEN SATIO N  CO RPO RATIO N 
N otes to Consolidated Financial Statem ents 
Years Ended D ecem ber 31,1999 and 1998 

6. ].IABIIJTY FOR LOSSES AND LOSS ADJUSTM I'2NT EXPENSES 

Direct l/alance at January 1, 
] ,CSS Reinsurance l/eco'~crables 
Net Balm)co al January ], 

Ncl lnculrcd Rclaqed to 
Curlent Year 
Prior Years 
Total Incurred 

Ncl Paid Related to: 
('tl[i ciii Ycar 
Pl iOl Years 
Total Paid 

Net Bala.ce al I)ccem ber 31, 

I'lus I/cinsm ancc Rccovct ablcs 

Direct l~alance at ])ccciiibcr 31 

daims adjustment cxpensesis summarized as follows 0nthousands) 
19~9 19911 

$487,491 $440,691 
. 130,651 54,668 
356,840 386,023 

48,760 

( 10,001) 
38,759 

16,504 

_ _ _ .68,513 
85.(117 

310,582 

- 1~ 19,288 
_~L509,870 

72,721 

0,596) 
71.125 

21,428 
78,880 
100,308 

356,840 

_ . 130,651 

$487,491 

As a Jcsuh of chang~ s in eslimates of incurred tvcnls in prior ),eats, the provision for losses and loss a,-ljusm~ent (xpenses (nel 
of rcinsmance :weovelics) dec]cased by $10,0(11,000 and $1,596,000 in 1999 and 1998 because of lower than anlicipated losses 
oll the dcvclopulellt of ill(? claim s. 

7. REIN SU R AN ClY, ACTIVITY 

The CotpoJation lim its its loss exposure on large lisks by ceding certain levels of risks with other insurers or reinsurers 
h (Jll~,]l gclleta[ icillsulatlee tlealics. [~nlOlllllS peltainil]g to leillStllallee plellliUlllS which were dedtlcted flOlll l)lCnlilltlls 
calllcd wele al~ploxmlalclv $75 839 0/10 and $70,211,000 fOl" lhe y{ars ending l)ecember 31, 1999 and 1998. 

l';slilnalcd atllOtllltN pellaining to l-Cillslllancc that were deducted from losses incurred and loss adjustment cxpci1ses were 
app~ oxim alcly ','~92,203,000 and $85,293,000 for the yeal s ended 1)ecember 31,1999 and 1998. The amounts of ceded 
t ommissions deducled fro m other undet~a,riting CXl',enses were approximately $21,098,000 and $18,454,000 for the years 
ending ] )( cem lml 31, 1999 and 1998. 

The C<)q~oralion evahlales the financial o.mdition of its reinsurers and monitors concentration of credit risk arising from 
c conom ie charactelistics of its r<insuJers to m inim ize its eXl',OsuJe to significant losses from rein surance insolvencies. 
]nduded in recow.tallle from *einsutcts ate two receival01es fJom two reinsurance companies of approximatdy $55 minion 
and $73 m inion. At 1)eccmher 31, 1999, the Corporation held collateral under rcinsutanc{ ag*ecments in the ftnm of lelle*s 
of credit lotalmg $?,,881,000. 

8. CO M M IT M I,;N TS 

At l)ecemlmt 31, 1999, the Cou~oration was committed under the t(rms of non cancelable equipment leases as follows (in 
thousands): 

5'ear 
2OO0 
2001 
20112 
2003 
20(FI and lalel 

I 'kluipmen 
l,eases 

608 
260 
62 
3 
0 

The Co*poJalion meuHed rental expense of approximately $1,438,000 and $1,487,000 din ing tim y 'ars en( mg l)eo: a e ~ 31 
1999 and 1998 for lease paym ents. 
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9. I~,ETIRI~,/~|EN T PI,AN 

The ('orporadon sponsors a defined contribution pension plan covering substantially all ()fits em ployees. Conltibulions to 
the pension plan ale at the l{oald of l)itectots' discretion. Contributions and costs incuried were 5%  for each of the years 
ending i)cccml,er 31, 1999 and 1998 of each covered employee's salaD, and totaled approximately $585,000 and $549,000 for 
1999 and 1998. 

The (knpoJati, m also sponsored a savings plan under Section 457 of the lntem al Rev( mm Code covering all digible 
empk~yees. Pat ticipatmg employees conld contribute np to 15%  of their eligible salaD, with the Cotl~oration m atching up to 
5%  oft]wit clilub]e salaD'. ]:.elective 1)ecem ber 31, 1997, the Coq~o*ation froze all contributions to this savings plan and 
Iransft'rtcd the assets to a Irtlsl account. Participating em ployees m ust m eet cerlain eligibility requirem ents, prilnarily 
tem ]inalion of employm ent ot reaching retirement age, before withdrawing contlibutions. 

l{ffeclive JanuaD, I, 1998, llle ('orporation bee,an sponsoring a savings plan under 8ectloJt 401k of the Internal Rcvelme ('ode 
coveting all cligilde employees. Parlicipalmg employees may c(mttibute 'up to 15% of their eligible salary ,,villi the Corporation 
matdfing up to 5% of their eligible salary. Cont~ilmtioJls expense of the ()nl)~~ration ,,','as approximately $369,000 and 
$373,000 in 19')9 and 191)8. 

10. REI~ATI~A) I'ARTY TRAN SACTIO N S 

Ill the nolm al co/ltsc of lm siness, the Colpolafion coll(Itlcts transactions "~4lh a board m em ber. "l'his board m em ber is 
aftiliated with insm ance agencies which receive com missions for policies placed wilh the (~orpotalion. The com missions paid 
arc based on tllc slandaJd rates used for all agents and ,,',,ere not significant to the Corporation in 1999 o* 1998. 

In addition, the C(,q~oration leased space in its office Imilding to a company ov-.,ned by a I,oard member during 1998. The 
rent paid by this com l~any was com parable to rent paid by oilier tenanls in tile office lm ikling and was not sig ] flea a t,~ t e 
(~olpol afion. 

11. SUBSEQIlI';NT I';VENT 

()n Aplil 10, 2000, Ihc 1Jnilcd Slates l)cl)attm('nl eel .abet (US1)OL) informed the Corpolation thai it has tentalivdy 
app*ovcd United Stales 1 .ongshoic and I/arbor \~'orker's Act coverage by the Corporation V,4lhOUt the fill/ /ailh and cledil of 
the state eel .ouisiana. The tcnlative effcctive date is M ay 1,200(}. Upon final approval by tile USI)O I., the full faith and 
credit of tile slatc of l,,'misiana im m cdiawly ceases for all claim s arising after that date and the ('m poratior, eg s 
participation m , contributions to, and receives pJoleclion under the insurance guaJanty association fund created and operating 
under ].R8~ 22 1375 el scq. on a prospective basis. In additkm, the Corporation must p e~ ge securities to the ].ouisiana 
l)epaJlment of IllSUJallee (1)O1) to hold lhe sial{' harmless from all claims arising from at~y let.al obligation of the 
Cotpo~afion Io which the full faith and credit guarantee of the s a e is p c~ ge~ The Corpolation estim ates the am ount of 
se(llrilies IIlal xvollld I)ax.,t: 1)cell *equit( d to be pledged Io the l)()I at I)cccmber 31,1999 to I/c apploximately $61 million. 
Upon final approval, the US1)O I, will lequite the Corporation to issue a letter of ciedit estim ated to be appro xim ately 
$400,(100. 

Upon extinguishm ent of lhe full faith and credit of the slate of l.ouisia~]a, the CorpoJation m ust com ply with surplus anti 
Jeserve requirem eJits for a domestic nm lual insm eJ. ]n addition, the specific legislative limitafions on the (JoJporafion's 
mvesmlents in I.RS~ 23:1405A will be removed and the CoqmJation's investments must comply with the provisions of the 
I.ouisiana Insurance Co& applicable to domestic insurers as provided in LRS~ 22:841 ct seq. 
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Postlcthw~dte & Nctie~'villc 
A Prof~ ;ono~ Arcountln9 C~rporot;on 

8550 U.iled Plaza Blvd., Suile 1001 ~ Baton RovgB, Louisiana 70809 
Telephone (225) 922-4600 ~ FAX (225) 922-4611 

To the Board of D irectors 
Louisiana W orkers' Compensation Corporation 
Baton Rout:e, Louisiana 

Our report on our audit of the basic consolidated financial statements of Lo uisiana W orkers' Compensation 
Corp oration and Subsidiary for 1999 appears on page 2. That audit was conducted for the purp ose of 
form ing an opinion on the basic consolidated financial statem ents taken as a whole. The Supplem ental 
Schedule of Board M em ber Compensation for the year ended Decem ber 31, 1999, is presented for 
purposes of additional analysis and is not a required part of the basic consolidated financial statements. 

Such information has been subjected to the auditing procedures applied in the audit of the basic 
consolidated financial statem ents and, in our opinion, is fairly stated in all m aterial respects in relation to 
the basic consolidaled financial statem ents taken as a whole. 

~- 

Baton Rouge, Louisiana 
April 11, 2000 
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LO UISIAN A W O RKERS' CO M PEN SATION  CO RPO RATIO N 
Supplem ental Schedule of Board M em ber Com pensation 

Year Elided D ecem ber 31~ 1999 

l,ouisiana W orkers' Compensation Corporation (the Coq)oration) board members ate paid no salaries. Th( Coq~oralion 
offelS board nlcn/l)crs oilier than legislative melnbcrs arid Ihe Insurance Com lnissioner's teprcsi nlative a pel dieln for 
actual allelulance al board and com mittee m eetings. 'l]le followin,~1 amounts were paid to the (]ol]3oralion's Boald of 
1)i~ectors during Ihe year ended D ecember 31, 1999. 

Boysic Bollingcr 

Joe l~,urns 
Clalk Cosse' Ill 
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Postlethw aiie & NeIierville 
A t,~of~sJo.ol Ac~oum~g Co~po~ ;o~ 

8550 United Plazo Blvd., Suite 1001 ~ Baton Rouge~ Louisiana 70809 
lelephone (225) 922-4600 ~ FAX (225) 922-4611 

~ .pncpo.com 

Renort on Com nliance and on Internal Control over Financial Renortin~, 

To the Board of Directors 

Based on an A udit of Financial Statem ents Perform ed in 
Accordance w ith Governm ent A uditine Standards 

Louisiana W orkers' Compensation Corporation 
Baton Rouge, Louisiana 

W e have audited tile consolidated financial statem ents ofl,ouisiana W orkers' Compensation Corporation as of and 
for the year ended December 31, 1999, and have issued our report there on dated April 11, 2000. W e conducted our 
attdit in acco rdance with generally accepted auditiug standards and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Com ptroller General of the United States. 

Com pliance 
As part of obtaining reasonable assurance about whether Louisiana W orkers' Com pensation Corporation's financial 
statem ents are free of m aterial m isstatem ent, we perform ed tests of its com pliance w ith certain provisions of laws, 
regulations, contracts and grants, noncompliance with which could have a direct and m aterial effect on the 
determination of financial statem ent am ounts, ttowever, providing an opinion on com pliance w ith those provisions 

was nol an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no iustances of noncom pliance that are required to be reported under Government Auditing Standards. 

Internal C ontrol O ver Financial R eporting 
In planning and perform ing our audit, we considered 1,ouisiana W orkers' Com pensation Corp oration's internal 
control over financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the lrinancial statements and not to provide assurance on the internal control over financial reporting. Our 
consideration of the internal control over financial reporting w ould not necessarily disclose all m atters in the intern al 
control over financial reporting that m ight be m aterial weaknesses. A m aterial weakness is a condition in which the 
design or operz~tion of one or m ore of the internal control components does not reduce to a relatively low level the 
risk that m isstatements in amounts that would be material in relation to the financial statements being audited may 
occur and not be detected w ithin a tim ely period by em ployees in the norm al course of perform ing their assigned 
fimctions. W e noted no m aters involving the internal control over financial reporting; and its operation that we 
consider to be m alerial weaknesses. 

This report is intended solely for the inform ation and use of the Board of Directors, m anagem ent and others within 
the Corp oration and for purposes of filing with insurance regulatory authorities and the Louisiana Legislative 
Auditor's O ffice and should not be used for any other purposes. 

Baton Rouge, Louisiana 
April 11, 2000 

8olon Rouge ~ Donoldsonville ~ Gonzoles ~ New Orleons ~ St. Franclsville 
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April 1 l, 2000 

To the Board of Directors 

Post~elhsvni|e & Neller~,tilc 
A Professional Ac~ountlng Corporotloo 

8550 United Plaza Blvd., Suite IOOl ~ Baton Rouge, Louisiana 70809 
Telephone (22S) 922 4600 " FAX (225) 922-461 I 

~ .pncpa.com 

Louisiana W orkers" Com pensation Corporation 
Baton Rouge, Louisiana 

W e have audited the financial statements of Louisiana W orkers' Compensation Corporation for the year ended 
Decem ber 31, 1999, and have issued our report thereon dated April 11, 2000. Professional standards require that 
we provide you with the following inform ation related to oar audit. 

O ur Resnonsibilitv U nder G enerally Acceoted Auditint~ Standards 

Our responsibility', as described by professional standards, is to plan and perform our audit to obtain reasonable, 
but not absolute, assurance about whether the financial statem ents are free of m aterial m isstatem ent. Because of 
the concept of reasonable assurance and because we did not perform a detailed exam ination of all transactions, 
there is a risk that m aterial errors, irregularities, or illegal acts, including fraud and defalcations, may exist and not 
be detected by us. 

A s parl of our audJl, we considered the inlernal conlrol of Louisiana W orkers' Com pensation Corporation. Such 
considerations were solely for the purpose of determ ining our audit procedures and not to provide any assurance 
concerning such internal control. 

Significant A ~countin~ Policies 

M anagement has the responsibility for selection and use of appropriale accouming policies. In accordance 
with the term s of our engagem ent, we will advise m anagement about the appropriateness of accounting 
policies and their application. The significant accounting policies used by Louisiana W orkers' 
Compensation Corporation are described in Note 2 to the finan cial statem ents. W e noted no tran sactions 
entered into by the Corporation during the year that were both significant an d unusual, and of which, 
under professional stan dards, w e ar e required to inform you, or tran sactions for which there is a lack of 
authoritative guidance or consensus. 

Account~ gg~:stimates 

Accounting estimates are an integral part of the financial statements prepared by m anagement and are based on 
m anagement'S knowledge and experience about past and current events and assmnptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and 
because of the possibility that future events affecting them may differ significantly from those expected. 

Bclton Rouge ~ Oonoldsonville " Gonzoles ~ New Orleans ~ St. Francisville 
Associated Offices in Principal Cflies of the Onged States 
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W e believe that the liability for losses and loss adjustment expenses and related reinsurance recoverables are 
significant and particularly sensitive accounting estimates. M anagement's estimate of the liability for losses and 

loss adjustment expenses and related reinsurance recoverables are based on the loss reports on individual cases, 
the cost of processing and investigating claim s, and estim ates of the cost of claim s incurred but not reported. As 
a part of these estim ates, m anagement relies on historical trends and assumptions developed by NCCI for activity 
in the Slate of lx,uisiana, as well as the expertise of M illim an and Robertson, Inc. who also opines oil tile 
reasonableness of the estimated liabilities for losses and loss adjustment expenses. W e have performed tests of 
tile historical data used by m anagement in these estimates and relied on a review by Tillinghast - Towers Perrin 
of the key factors and assum ptions contained in the M illiman and Robertson, Inc. actuarial report and opinion on 
the liability for losses and loss adjustment expenses to satisfy ourselves as to its reasonableness in relation to the 
financial statem ents taken as a whole. 

M anagem ent also m akes significant assum ptions in its eslim ates of investm ent valuations, prem ium recognition 
allowance for doubtful accounts receivable, depreciation and amortization, and certain other accrued expenses. 

Significant A udit A diustm ents 

For purposes of this letter, professional standards define a significant audit adjustment as a proposed correction 
of the financia~ statements thai, in our judgment, may or may not have been detected except through our auditing 
procedures. These adjustments may include those proposed by us but not recorded by the Corporation that could 
potentially cause future financial statem ents to be m aterially m isstated, even though we have concluded that such 

adjustments are not material to the current financial statements. 

We proposed no audit adjustments that could, in our judgement, either individually or in the aggregate, have a 
significant effect oll the Corporation's finaucial reporting process. 

Disagreem ents with M ana~em en 

For purposes of this letter, professional standards define a disagreem ent w ith m anagem ent as a m atter, whether 
or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing m atter 
lhal could be significant to the financial statem ents or the auditor's report. 

W e are pleased to report that no such disagreem ents arose during the course of our audit 

Consullation~ w ith O ther lndevendenl Accountants 

To the best of our knowledge, m anagement has not consulted with or obtained opinions from other independent 

accountants during the past year that are subject to the requirements of Statement on Auditing Slandards No. 50, 
Reports on the Application of Accounting Principles. 

o l~elentlon ol In 

W e had no discussions with m anagem ent related to significant aceoundng and auditing m atters prior to onr 
retention as the Corporation's auditors. 



D ifficultics Encountered in Pcrform ln~, the A ud 

- 3 - 

W e encounlered no significant difficulties in dealing with m anagement in perform ing our audit. 

This information is intended solely for the use of the Board of Directors and m anagement of Louisiana W orkers' 
Com pensation Corporation and the Louisiana Legislative Auditors Office and should not be used for any other 
purpose. 


