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G REG  A . K ENN ED Y, CPA 
(.4 Professional Accounting Corporation) 

INDEPEND ENT AUDITOR'S REPORT 

Board of M anagers 
Louisian a Sheriffs' Autom obile Risk Program  

I have audited the accompanying statem ent of financial position of the Louisian a Sheriffs 
Autom obile Risk Program  as of June 30, 2004, and the related statem ent of activities an d 
cas h flow s for the year then ended. These finan cial statem ents ar e the responsibility of 
the Program 's m an agem ent. M y responsibility is to express an  opinion on these financial 
statem ents based on m y audit. 

I conducted m y audit in accordan ce w ith  generally accepted auditing stan dar ds and 
Governm ent Auditing Standards, issued by the Com ptroller General of the United States. 
Those standards require that I plan  and perform  the audit to obtain reasonable as suran ce 
about whether th e fm ancial statem ents ar e free of m aterial m isstatem ent. An audit 
includes exam ining, on a test basis, evidence supporting the am ounts an d disclosur es in 
th e fin an cial statem ents. An audi t also includes assessing th e accounting principles used 
an d significant estim ates m ade by m anagem ent, as w ell as evaluating th e overall finan cial 
statem ent presentation. I believe th at m y audit provides a reas onable basis for m y 
opinion. 

In m y opinion, the financial statem ents referred to in  th e first par agr aph present fairly, in 
all m aterial respects, the financial position of the Louisiana Sheriffs' Autom obile Ri sk 
Progr am  as of June 30, 2004, an d th e results of its operations for the year  th en ended in 
confom fity with generally accepted accounting principles. 

In  accordan ce with Governm en t Auditing Stan dar ds, I have also issued a rep ort dated July 
29, 2003 on m y consideration of th e Progr am 's internal control structur e an d a report 
dated July 29, 2004 on its com pliance with  laws an d regulations. 

The Progr am  has a cum ulative deficit as  of June 30, 2004. M an agem ent's plan s 
regarding th is m atter ar e described in N ote 2 to the finan cial statem ents. 

July 29, 2004 

7341 Jefferson Highway, Ste. H Baton Rouge, Louisiana 70806 225-927-5704 



ASSETS 

LOUISIANA SHERIFFS' AUTOMOBILE RISK PROGRAM 
STATEMENTS OF FINANCIAL POSITION 

JUNE 30, 2004 

Cash and cash equivalents 

Investm ents 

(With Comparative Data for 2003) 

LIABILITIES AND NET DEFICIT 

LIABILITIES 

Claim s reserves 
Reserve for unallocated loss 

adjustment expenses 

26 $ 

0 

2003 

760 

0 

26 $ 760 

100,000 $ 

0 

200,232 

0 

100,000 200,232 



LOUISIANA SHERIFFS' AUTOMOBILE RISK PROGRAM 
STATEMENTS OF ACTIVITIES 

FO R THE YEAR ENDED JUNE 30. 2004 

(W ith Comparative Data for 2003) 

REVENUE AND OTHER SUPPORT 
Membership contributions: 
Liability prem iums 
Physical damage prem iums 

Investment incom e 

Totalrevenue and othersuppo~ 

EXPENSES 
Program expenses: 
Claims and claim expenses paid 
on current losses 

Established claims reserves 

Adjustment to prior years' claim reserves 
Unalloca ted loss adjustment expense (credit) 

Total program expenses 

0 $ 
0 
0 

0 

0 
0 

(100,232) 
0 

2003 

0 
0 
0 

0 

546 
0 
0 
0 



LOUISIANA SHERIFFS' AUTOMOBILE RISK PROGRAM 
STATEMENT OF CASH FLOW S 

FOR THE YEAR ENDED JUNE 30. 2004 

(With Comparative Data for 2003) 

CASH FLOW S FRO M OPERATING ACTIVITIES 
Change in net deficit $ 
Adjustments to reconcile change in net deficit 
to net cash provided by operating activities: 
Change in operating assets and liabilities: 
Claims reserve 
Reserve for unaltocated loss 
adjustment expenses 

Net cash used by operating activities 

CASH FLOW S FRO M INVESTING ACTIVITIES 
Net decrease in investments 

NET DECREASE IN CASH AND 
CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS 
June 30. 2003 

June 30.2004 

2004 2003 

99,498 $ (546) 

(100,232) 

0 

0 0 

(734) (546) 

760 

$ 26 $ 760 

The accompanying notes are an integral part of these statements 
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LOUISIANA SHERIFFS' AUTOMOBILE RISK PROGRAM 
NOTES TO FINANCIAL STATEMENTS 

NOTE 1- DESCRIPTIO N O F PROGRA M 

The Louisiana Sheriffs' Automobile Risk Program (LASHARP), a public entity risk 
pool, was created effective July 1, 1989. The purpose of the Program is to provide 
members of the Louisiana Shedffs' Association automobile liability insurance. 

The Program retains the first $100,000/$300,000/$100,000 layer of exposure and 
affords its individual members the option of purchasing excess automobile 
liability coverage through outside underwriters for claims in excess of the 
am ount reta ined. In addition, the pro gra m pro vides covera ge for medical 
payments coverage with a $2,000 limit and uninsured motorists coverage 
at vadous lim its. 

Individual members' optional excess automobile liability coverage is offered for the 
following lim its: 

o $300,000 combined single limit 

o $350,000 combined single limit 

o $500,000 combined single limit 

o $1,000,000 combined single limit 

The responsibility for managing the affairs of LASHARP rests with the Board 
of Managers consisting of eight Sheriffs elected by a majority vote of the 
Sheriffs in each Congressional District. Managers are elected for staggered 
term s of four years and may be re-elected to any num ber of successive 
term s. 

Mor-Tem Systems, Inc. serves as the adm inistrator for the Pro gram . The administrators 
responsibilities include, but are not lim ited to, underw riting, policy issuance, policy 
holder service s and claim s managem ent serv ices. In addition, the adm inistrator 

oversees and manages the claim services and uses professional adjustment 
firm s in Louisiana for field serv ices. 

The Louisiana Sheriffs' Association is in charge of the accounting and bookeeping 
functions in addition to vadous administrative duties. 

Greg A. Kennedy, CPA (APAC) 



NOTE 2- MANAGEMENT'S PLANS FOR FUTURE OPERATIONS 

The administrator has revised the methodology for establishing claims reserves and 
has implemented a diary system to facilitate proper claims review. In an effort to control 
litigation costs, attorn eys were given a structured set of guidelines and all attorney 
bills are audited m onthly. 

Management of the Program believes that steps to revise the Program's operating 
and financial requirements such as increasing future premium contributions and 
the continuance of risk prevention programs will be suffi cient to provide the Program 
with the ability to m eet its present and future obligations and to elim inate the 

Progra m's deficit. 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Statem ent Presentation 

In 1996, the Program elected to adopt Statement of Financial Accounting Standards 
(SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations." Under SFAS 
No. 117, the Program is required to report information regarding its financial position 
and activities according to three classes of net assets: unrestricted net assets, 
tempora rily restricted net assets, and permanently restdcted net assets. In addition, 
the Progra m is required to present a statement of cash flows. 

The preparation of financial statements in conformity with genera lly accepted 
accounting principles requires management to make estimates and assumptions 
that affect certain reported amounts, and disclosures. Accordingly, actual results could 
differ from those estim ates. 

The Pro gra m accounts for its investments under SFAS No. 115, "Accounting for 
Certain Investments in Debt and Equity Securities." SFAS No. 115 addresses the 
accounting and reporting for investments in equity securities that have readily 
determ inable fair values and all investm ents in debt securities. These investm ents 
are to be classified into the following categories: 

1 ) Held-to-maturity securities reported at amortized cost; 
2) Trading securities reported at fair value with unrealized gains and losses 

included in earn ings; or 
3) Securities available-for-sale reported at fair value with unrealized gains 

and losses reported as separate component of fund balance. 

The Program's investments are classified and accounted for as held-to-maturity. 
Gains and losses on the ultim ate sale of secudties are determ ined using the specific 
identification m ethod. Pre m iums and discounts are am ortized into investm ent 
income using a level yield method. 
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Cash and Cash Equivalents 

For purposes of the statements of cash flows, the Program considers all highly 
liquid investments available for current use with an initial maturity of three months or 
less to be ca sh equivalents. 

Reserve for Unallocated Loss Adjustment Expenses 

The reserve for unallocated loss adjustment expense represents the estimated cost 
to be incurred with respect to the settlem ent of claims in process and claims incurred 

but not reported. Management estimates this liability at each year-end based upon 
cost estimates. The change in the liabiltiy each year is reflected in curre nt earnings. 

Excess Insurance 

The Program purchases excess insurance only for individual m em bers who elect to 
acquire the excess coverage to reduce their exposure to large losses. The purpose 
of excess insurance is to transfer a portion of the dsk from the insured to the excess 
insurer. The Program does not report liabilities which are covere d by excess insurance 

ncom e Taxes 

No provision for income taxes has been made since the receipts of the Program are 
considered public monies which are believed to be exempt from Federal and State 
incom e taxes. The Program has not requested nor has it received a letter of 
determ ination from the Internal Revenue Service advising it that it qualifies as a 
not-for-profit entity under Section 501 of the Internal Revenue Code. 

NOTE 4- RESERVES FOR CLAIMS 



NOTE 7- FAIR VALUES OF FINANCIAL INSTRUMENTS 

The Program has a number of financial instruments, none of which are 
held for trading purposes. The Program estimates that the fair value of all 
financial instruments, with the exception of investments (see Note 4), at 
June 30, 2004 does not differ m aterially from the aggregate carrying values 
of its financial instruments recorded in the accompanying statement of 
financial position. Considerable judgment is necessarily required in 
interpreting m arket data to develop the estimates of fair value, and, 
accordingly, the estimates are not necessarily indicative of the amounts that 
the Program could realize in a current m arket exchange. 

NOTE 8- CASH AND CASH EQUIVALENTS 

As of June 30, 2004 and 2003, respectively, the Program had cash and cash 
equivalents (bank balances) of $26 and $760 as follows: 

2004 2003 

Demand deposits 26 $ 760 

Cash and cash equivalents of deposit balances at June 30, 2003 and 
2002. are collateralized as follows: 

Bank balances 

Federal deposit insurance  and 
other security 

Unsecured portion 

NOTE 9- LITIGATION 

26 $ 760 

26 $ 760 

At June 30, 2004, the Program was not involved in litigation either as plaintiff or 
defendant except for litigation involving claims in the ordinary course of its 
operations. 
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OTHER REPORTS RE QUIRED BY 

G O VERNM EN T A UD ITING  STAND ARD S 



 

G REG  A . K ENNEDY , CPA 
(.4 Professional Accounting Corporation) 

IND EPENDENT AUD ITOR'S REPORT ON INTERN AL CONTROL 
STRUCTURE BASED ON AN AUD IT OF THE FINAN CIA L STATEM ENTS 

PERFORM ED IN  ACCORDAN CE W ITH GOVERN M ENT AUD ITIN G STANDARD S 

The Offi cers and M em bers of the Executive Board 
Louisian a Sheriffs' Autom obile Risk Program  

I have audited the finan cial statem ents of Louisian a Sheriffs' Autom obile Ri sk Progr am , 
as of June 30, 2004, and for the year then ended, and have issued m y report thereon dated 
July 29, 2004. 

I conducted m y audit in accordan ce with  generally accepted auditing stan dar ds and 
Govern m ent Auditing Stan dards, issued by th e Com ptroller General of the United States. 
Those standards require that I plan  an d perform th e audit to obtain reasonable assuran ce 
about whether th e finan cial statem ents ar e free of m aterial m isstatem ent. 

Th e m anagem ent of Louisian a Sheriffs' Autom obile Ri sk Program , is responsible for 
establishing an d m aintaining an  internal control structur e. In fulfilling this responsibility, 

estimates an d judgments by man agement are required to assess the expected benefits and 
related costs of the internal control structure policies and procedures. The objectives of 
an intern al control strueture are to provide m an agem ent with reasonable, but not absolute, 
as sur an ce that as sets ar e safeguar ded against loss from  un auth orized use or disposition, 
an d th at tran sactions are executed in accordance with  m an agem ent's auth orization an d 
recorded properly to perm it the prepar ation of finan cial statem ents in accordan ce with 
generally accep ted accoun ting principles. Because of inherent lim itations in an y internal 
control structure, errors or irregu larities m ay nevertheless occur an d not be detected. 

Also, projection of any evaluation of the structure to future periods is subject to the risk 
that procedures m ay becom e inadequate because of chan ges in condi tions or th at the 
effectiveness of the design an d operation of policies an d procedur es m ay deteriorate. 

In planning an d perform ing m y audit of the finan cial statem ents of Louisian a Sheriffs' 
Autom obile Risk Progr am , for the year ended Jun e 30, 2004, I obtained an under standing 
of th e intern al control structure. W ith respect to th e intern al control structure, I obtained 
an  un derstan ding of the design of relevan t policies an d procedur es an d wheth er th ey have 
been placed in operation, an d I assessed control risk in order to determ ine m y audi ting 
procedures for the purpose of expressing m y opinion on th e finan cial statem ents and not 
to provide an  opinion on the internal control structure. Accordingly, I do not express 
such an  opinion. 

-9- 

7341 Jefferson Highway, Ste. H Baton Rouge, Louisiana 70806 225-927-5704 



M y consideration of the internal control structure w ould not necessarily disclose all 
m atters in the internal control structure that might be material weaknesses under 
standards established by the Am erican Institute of Certified Public Accountants. A 
m aterial weakness is a condition in which th e design or operation of one or m ore of th e 
specific internal control structure elem ents does not reduce to a relatively low level the 
risk that errors or irregularities in am ounts that would be m aterial in relation to the 
financial statem ents being audited m ay occur  an d not be detected within a tim ely period 
by employees in the norm al course of perform ing their assigned functions. I noted no 
m atters involving the internal control structur e an d its operations th at I consider to be 
m aterial w eaknesses as defined above. 

This report is intended for the inform ation of the Offi cers an d M embers of the Executive 
Board of the Louisian a Sheriffs' Autom obile Risk Program , and interested state and 
federal agencies. However, this report is a m atter of public record an d its distribution is 
not lim ited. 

July 29, 2004 
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G REG  A . K ENNEDY , CPA 
(A Professional Accounting Corporation) 

IND EPEND ENT AUDITOR'S REPORT ON COM PLIAN CE BASED 
ON AN AUD IT OF THE FINAN CIAL STATEM ENTS 

PERFORM ED IN  ACCORDAN CE W ITH GOVERNM ENT AUD ITIN G STANDARD S 

The Offi cers and M em bers of 
the Executive Board 
Louisiana Sheriffs' Autom obile Risk Program 

I have audited the finan cial statem ents of Louisian a Sheriffs' Autom obile Risk Progr am , 
as of June 30, 2004, an d for the year  then ended, mad have issued m y report ther eon dated 
July 29, 2004. 

I conducted m y audit in accordance w ith  generally accepted audi ting stan dards an d 
Governm ent Auditing Stan dards, issued by the Comptroller Gener al of the United States; 
an d th e Louisiana Govern mental Audit Guide, issued by the Society of Louisian a 
Certified Public Accountan ts an d th e Louisian a Legislative Auditor. Those stan dards 
require th at I plan an d perform the audit to obtain reasonable assuran ce about whether th e 
general-purpose financial statem ents are free of m aterial m isstatem ent. 

Com plian ce with  laws, regulations an d contracts applicable to Lo uisian a Sheriffs' 
Autom obile Risk Program , is the responsibility of Louisian a Sheriffs' Autom obile Risk 
Program 's m an agem ent. As part of obtaining reasonable assurance about whether the 
fin an cial statem ents are free of m aterial m isstatem ent, I perform ed tests of Louisian a 
Sheriffs' Autom obile Risk Progr am 's com plian ce with certain provisions of laws, 

regulations, contracts, an d grants. However, the objective of my audit of the finan cial 
statem ents w as  not to provide an  opinion on overall com plian ce w ith such provisions. 
Accordingly, I do not express such an opinion. 

The results of m y tests disclosed  no instan ces of noncom plian ce that ar e required  to be 
reported herein under  Governm ent A uditing Stan dards 

This report is inten ded for the inform ation of Offi cers an d M em bers of th e Executive 
Board of th e Lo uisian a Sheriffs' Autom obile Ri sk Progr am , an d interested State an d 
Fed eral agencies. How ever, this report is a m atter of public record and its distribution is 
not lim ited. 

July 29, 2004 
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