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Independent Auditor’s Report

Insurance Committee
Louisiana Schools Self-Insured Group
Baton Rouge, Louisiana

We have audited the balance sheets of the

Louisiana Schools Self-Insured Group
Baton Rouge, Louisiana

as of June 30, 2008 and 2007, and the related statements of revenues, expenses and changes in net assets and
cash fTows for the years then ended. These financiai stalements are the responsibility of the management of
(he Lovigiana Schools Self-Insured Group. Qur regponsibility is to express an opinion on these financial
statements based on cur audits.

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

I our opinion, the financial statements referred fo above present fairly, in all naterial respects, the
financial position ol the Louisiana Schools Seif-lnsuréd Group as of Junce 30, 2008 and 2007, and the results
of its operations and its cash Rows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The Management's Discussion and Analysis on pages 5-6 is not a required part ol the basic financial
statements bul is supplementary information reguired by the Govermmnental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquirics of management
regarding fhe methods of measurgment and presentation of the supplementary information. However, we
did not audit the information and express no opinion on i,



In accordance with Government Auditing Standards, we have also issued our report dated Qctober 15,
2008, on our consideration of the Louisiana Schools Self-Tnsured Group's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters, The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the resulls of that testing und not {0 provide an opinton
on the internal control over financial reporting or on compliance. That repart is an integral part of an audit
nerformed in accardance with Govermmneni Auditing Standards and important for assessing the results of our
audit, '

Yours truly,

Busithons, Wogrosth « Consll] 57



Louisiana Schools Setf-Insured Group
Management Discussion and Analysis

The following is management’s discussion and analysis of the financial performance of Louisianz Schools
Setf-Insured Group (the Groop) for the fiscal years ending June 30, 2008 and 2007, 1L is presenied as a
narrative overview and analysis for the purpose of assisting the reader in interpreting the key elements of the
financial statements and notes to the financial statements, and supporting schedules for the current year.,

The Louisiana Schools Self-Insured Group is an association of Public Schools in the state of Louisiana who
pool their funds to purchase certain types of insurance coverage. The Group was originally formed in May,
2004 providing property and casualty coverage. Bach line of coveragu is a separate fund-within the Group
and may have different membership with the Casualty Fund having the broadest membership of seven
schools.

Financial Highlights

Fiscal Year

2008 2007 2006
Cash $12,930 $40,029 $7,816
Accounts receivable 3,000 12,000
Prepaid expenses 417,353 257,509 628,331
Accounts payable 2,000
Unearned premiums 417,353 257,509 528,331
Net assels 15,930 40,029 17,816

The balance sheet for the Group reflects a prepaid insurance premium and unearned revenue in the amount
of $417,353 and $257,509 as of June 30, 2008 and 2007, respectively. Because individual members within
the Group have policies that expire at dates other than the fiscal year cnd of the fund {June 30), this amount
represents premiums that were paid into the fund that had not yet been earned. Should those policies be
canceled as of the fiscal year end of the fund, those unearned premiums woutd be returned ta the members
whose policies expire at a date subsequent to the funds year end.

Fiscal Year

2008 2007 2006

Premium income ‘ $2,540,016  $2,834,064 $2,303,084
Premiums ceded and insurance policies purchased 2,540,016 2,834,064 2,303,084
Investment income and change in unsold investment 151 261 131
Administrative fees 18,000 24,000 21,000
Bank charges and other fees 2,250 2,048 3,128
Loss Control Services 40,000

Net operating income (ioss) (24,099} 22,213 18,003

Premium income and premiums ceded was approximately $2.5 million and $2.8 million for the years 2008
and 2007, respectively. The premium drop of nearly $300,000 was primarily driven by the current conditions
in the insurance market whereby premium prices are dropping for the same risk, commonly called a soft
market. In 2008, the Group elected to purchase loss control services for its members in an effort fo mitigate
and control future losses. This was the first year thal the board clected o purchase this service which was
the main driver in the $46,312 change in net operating income from a $22,213 increase in 2007 versus a
decrease of $24,099 in 2008. ‘



Louisiana Schools Self-Insured Group
Management Discussion and Analysis

Basie Financiiil Statements

The basic {inancial statements arg presented in accordance with Government Accounting Standards Board
(GASDBY accounting principles and include the balance sheet, statement of revenues, expenses and changes
it net assets, and statement of cash flows, .

The balance sheel presents the assets and liabilities of the Group. The difference between total assets and
Liabilities is represented as net assets and is a useful indicator of the surplus generated by the Group for alt
years of operation including any dividends that have been distribwted to members. The change in net assets
can be used as a useful measure of whether the financial pogition of the Group is improving or deteriorating.

The statement of revenues, expenses, and changes in net assets presents the results of the Group®s operations
for its fiscal year. This statement shows the revenucs generated along with the associaled expenses, The
revenues in excess of expenses are represented as net income (loss) and contribute to the change in nel assets
from one year to anather. ‘

The statement of cash flows presents information showing how the Group’s cash has changed throughout
the fiscal year as a result of its operations.



Louisiana Schools Self~Insured Group
Balance Sheets
June 30, 2008 and 2007

2008 2007

Assets T
Cash
Accounts receivable
Prepaid expenses

512,930 $40,029
3,000
417,353 457,509

Total assels ‘ -433.283 497538
Liabilitics

Unearmed premiums 417,353 457,509

15,8130 40,029

Net Assets - Unrestricted

433,283 497,538

Total Tabilities and net assets

The accompanying netes are an integeal part of these slatements,

7



Louisiana Schools Sclf-Insured Groop .
Statements of Revenues, Expenses and Changes in Net Asscts

Revenyes
Premiums carned
Adminisirative fecs
Investment income

Total revenues
Fxpenses
Insurance policies purchased
Bank service charges/other
Loss Control Services
Fotal expenses

Net Income (Loss)

Ned Assets (Deficit)
Beginning of year

End of year

Yenrs Ended Junc 30, 2008 and 2007

2008 2007
$2,540,016  $2,834,064
18,000 24,000

151 261

2558167 2,858,325

2,540,016 2,834,064
2,250 2,048

.. 40,000

2582266  2,836.112

(24,099) 22,213

40,029 12,816
15,930 40,029

The accompanying notes are an integral part of these statements,

b
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Louisiana Schools Self-Insured Group
Statements of Cash Flows
Years Ended June 303, 2008 and 2007

Casb Flows From Operating Activities
Premiums received
Premiums paid
tnvestment activity
Other receipts
Payments for fees and bank charges

Net cash provided by (applicd (oY operating activitics

Net Encrease (Decrease) in Cash
Cash, beginning of year

Cash, end of year

Reconciliation of Operafing Income (Loss) to Net Cash
Provided by Operating Activities
Net income (loss) :
Adjustimenls to reconcile net income (loss) o net cash
provided by operations

(Increase) Decrease in accoums receivable
(Increase) Decrease in prepaid expenses
Increase (Decrease) in accounts payable
Increase (Decrease) in whearned premiums

Net cash provided by {applied 10) operating activities

2008 2007
$2,499,860  $2,663,242
(2,499,860 (2,663,242)

151 261
15,000 36,000

(42.250) (4.043)

(22,099) 12,213

(27,099) 32,213

40,029 7.816
12,930 40,029
(24,099) 22,213
(3,000) 12,000
40,156 170,822
(2,000)
(40.156) (170,822
(27,099) 32,213

The accompanying nates are an integral pan of these stalements,

g



Louisiana Schools Self-Insured Group
Notes to Financial Statements
June 30, 2008 and 2007

Background information on Public Entity Risk Pools

In April, 1984, the Governmental Accounting Standards Board (GASDB) was established as an arm of fhe
Financial Accounting Foundation to promulgate standards af financial accounting and reporting with respect
W activities and iransactions of state and local entities,

In November, 1989, the GASB issued Staterment No. 10 “Accounting and Financial Reporting for Risk
Financing and Related Insurance lssues™ (GASB 10} to establish accounting and financial reporting siandards
for risk financing and insurance-related activities of state and local governmental entities, including, public

entity risk pools.

{n February, 1996, the GAST issued Statement No. 30 “Risk Financing Omnibus, An Amendment of GASRH
Statement No. 10",

A “public entity risk pool” is defined in GASB Statement No. 10 as a “cooperative group ol governmental

entities joining together to finance an exposure, lability, orrisk ™ There are four basic types of public entity
risk pools which can serve one or several of the following functions:

Risk-sharing poal

An arrangement by which governments pool risks and funds and share in the contro! of losses.

Insurange-purchasing poal

An arrangement hy which govermments pool funds or resources fo purchase commercial insurance
products. ' .

Banking pool

An arrangement by which monies are made available for pool members in the event of loss on a loan

basis.

Claims-gervicing or account pool

An arrangement by which a poal manages separate accounts for cach pool member from which the
losses of that member are paid.

The Louisiana Schools Self-insured Groug is an insurance-purchasing pool.

Participation in the Group is open 1o all public school boards, subjeet 1o approval by the Louisiana
Schools Scelf-Insured Group's Board of Directors. These public schools joined together to acquire on
beha!f of the meniber schools, a prograny of inter-focal risk management 1o oltain lower costs for that

cOVErage.



Louisiana Schools Self-Insured Group
Notes to Financial Statements
June 30, 2008 and 2007

Background information on Public Entity Risk Pools (Continued)

Claims-servicing or acegunt pool (Cantinued)

In 1979, the Louisiana Legislature enacted Louisiana Revised Statutes (LRS) 33:1341 authorizing focal
governmental subdivisions to administer inter-local risk management agencies (IRMAs). InJuly 1986,
the Louisiana Legislature enacted Louisiana Revised Statutes {LRS)33:3061 specifically allowing
.school systems to create IRMAs for the purpose of creating and establishing group selfinsurance (unds.
Louistana Schools Self-losured Group is an IRMA created for Louisiana public K-12 schaol systems
and is incorporated as a non-profit corporation under the laws of the State of Louisiana,

Note I-Summary of Significant Accounting Policies

A, Basis of Accounling

The Group is considered an enterprise fund and, accordingly, uses the accrual method of accounting,

B. Cash and Cash Equivalents.

For purposes of ihe statement of cash flows, the Group considers all funds on deposit with financial
institutions (o be cash equivalents.

C. " Premium Incone
Premiums are recognized as income over the life of the policies as they are earned,
1. Income Taxes

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

B, Estimates

The preparation of financial statements in conformity with generalty sccepted accounting principles
requires management to make estimates.and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities af the dale of the financial statements and
the reported amownts of revenue and expenses during the reporting period. Actual results could differ
from those estimates,

Nete 2-Cash and Cash Equivalents
AfJune 30, 2008 and 2007, the carrying amount of cagh and cash equivalents was $12,930 and $40,029,

and the bank balance was $12,930 and $40,029, respectively, which is collateralized by federal
depasitory insurance, '
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Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standirds

fnsurance Commitfee
l.owsiana Schools Self-Insured Group :
Baton Rouge, Louisiana

Members of the Committee:
We have audited the financial statements of the

Louisiana Schools Self-Insured Group
Baton Rouge, Louisiana

as ol and for the yearsthen ended J une 30, 2008, and have issued our report thereon dated Celober 15, 2008.
We conducted our audit in accordance with anditing standards gencrally accepted in the United States of
Americaand the standards applicable 1o financial audits contained itvovermment Auditing Standards, issued
by the Comptrotler General of the United States.

Internal Continl Over Financial Reporting

In planning and performing our audit, we considered the Louisiana Schoals Self-Insured Group's
internal control aver ftnancial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Louisiana Schools Self-Insured Group’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effecliveness of the Louisiana Schools Self-Insured
Giroup's internal control over financial reporting.

A control deficiency exists whes the design or operation of 2 control does not allow managemont
or employees, in the normal course of performing their assighed functions, to prevent ar defect misstatensents
on a timely basis. A significant deficiency is a control deficicney, or combination of control deficiencies,
that adversely affects the Louvisiana Schoels Self-Insured Group'’s ability to initiate, authorize, record,
process, or report financial data veliably in wccordance with generally aceepted accounting principles such
that there is more than a remote likelihood that 2 misstatement of the Louisiana Schools SeH-inswred Group®s
financial statements that is more than inconsequential will not be prevented or detected by the Loutsiana
Schools Selt-Insured Group’s internat control,



A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented ar detected by the Louisiana Schools Self-Insured Group’s internal control.

Ourconsideration of internal control over financial reporting was for the imited purpose deseribed
in the first paragraph of this section and would not necessarily identify all deficiencies in interal control that
might be significant deficiencies or material weaknesses. We did not identify any deliciencies in internal
control over financial reporting that we consider to be maferial weaknesses, as defined above.

Compliance and Other Matters

As part of oblaining rcasonable assurance about whether the Louisiana Schools Self-Insured
Group’s financial statements are free of materia) misstatement, we performed tests of its compliance with
certain provisions of laws, regnlations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with thase provisions was not an objective of our audit and, accordingly, we do
not express such an opinion, The results of our tests disclosed an instance of noncompliance thal is required
to be reported under Government Auditing Standards which ts described in the accompanying schedule of
audit findings as item 2008-01.

This report is intended solely for the information and use of the insurance committee, management,

the Louisiana legislative auditor and the Louisiana insurance commissioner and is not inlended 1o be and

should not be used by anyone other than these specificd parties, Under Louisiana qmiute 24:513, thisreport
is distributed by the Legislative Auditor as a public document. -

Yours truly, :
Bstforn, .+ bl it



Louisiana Schools Self-Insured Group
Summary Schedule of Audit Findings
June 30, 2008

Findings - Financial Statement Audit
2008-01 Biiting Frror .

Condition .
When the Group renewals are billed to participants, a $3,000 administrative fee is included.
Due to an crror in biHing, two paricipants were nol charged this fee.

Recommendation ,
We recommend procedures be instituted 1o ensure that renewal billings sent to participants

reflect the correct amount,

Management's Response
Management for the Group will review all renewal billings before they are sent o participants
ta ensure that the correct amounts are reflected.



Louisiana Schools Self-Insured Group
Summary Schedule of Prior Year Findings
June 30, 2008

Findings - Financial Stafement Audit

None.



