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Assessing CSRMA’s Financial Condition

As a jointly owned and jointly governed organization, members have a direct stake in the cfficient operation and
financial performance of CSRMA. Funding of the JPA is predominantly dependent upon claim activity. While
insurance / reinsurance coverage is an important aspect of the JPA’s cost structure, the pricing of such coverage is
largely dependent upon prevailing market conditions. Risk control cfforts and program administration costs
comprise the third category of JPA expenses. Policies, procedures and day to day practices among members that
are uniform and consistent greatly benefit CSRMA and the membership as a whole., The greatest challenge of
CSRMA is to identify member risks at-their source, and develop risk control techniques to reduce or eliminate those
risks.

Through long range planning and strong member participation in committees, many new initiatives arise that when
implemented bencfit individual programs, members, and CSRMA as a whole. Examples include, a standardized
sewer backup policy-procedure, a revised investment strategy for long term reserve investments, a program for
revenue enhancement through licensing access to CSRMA owned web-based training, review and update of major
program documents, and consideration of new programs and services. Effective management of a pooled insurance
authority for the benefit of all concerned is both active and dynamic.

Membership

Membership is limited to public entities with substantial wastewater operations. The Authority is governed by a
Board of Directors. Each member agency is entitled to participate and have a representative on the Board of
Directors. An Executive Board elected from the pool of member appointed Board members conducts, dircets and
superviscs the JPA staff that runs the day-io-day business of the Authority.

Programs and Services

CSRMA has an agreement with Alliant Insurance Services, Inc. (San Francisco) to administer the Authority and to
provide insurance brokerage and risk management services, including safety and risk control. The Authority has
separate agreements in effect with Carl Warren & Co. for handling general liability claims, and with York Risk
Services Group for handling workers” compensation claims. CSRMA has several other contracts for general legal
scrvices, workers’ compensation consulting services, employment practices consulting and legal services, actuarial
services, audit services and website services. In addition to a full board of directors of its members, the governance
and oversight of CSRMA is handled by the aforementioned Executive Board and four standing committees:
Officers, Finance, Liability Program, and Workers Compensation Program. Commitices are generally staffed by
employees of the members, or others connected to the members, such as clected officials. Members of the Executive
Board are elected by the Board for two year terms, and Committec members are appointed by the president.

Risk Conirol Services

CSRMA provides a number of leading edge risk control services for its members, The heart of the sysiem is a web-
based platform that was custom built and designed for member agencies and their needs. “CSRMA Risk Control
Online” offers an employee training management system to help agencies comply with Cal/OSHA training
requirements, wastewater specific utility worker training, an ergonomic evaluation program, sewer backup response
and claims handling, contractor safety program builder, and more. The other main venue for tisk conirol is on-
location training provided at various member agencies as well as in conjunction with two annual conferences of the
California Association of Sanitation Agencies (CASA). In addition, member agencies are each scheduled for onsite
loss control audits with follow-up reports that describe potential exposures found, and gives specific
recommendations to mitigate exposures. Other notable risk control services provided to members include an
“Employment Practices Hotline” where authorized agency personnel can get free consultation with legal experts on
employment liability issues.
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Fully insured program funding — the primary insurance (PIP) and property programs are fully insured (excepting
member deductibles) by commercial insurers, and are funded essentially on a cost reimbursement basis. Costs
include the cost of insurance premiums to third party insurers together with the cost of program administration.

Investment
The Board has adopted an Investment Policy governing CSRMA’s investments. CSRMA joined the California
Asset Management Program (CAMP) in 2004 and has invested $17,000,000 in short-term notes through its

individual portfolio managed by PFM Asset Management, LLC. The remaining funds are invested in the California
State Treasurer, Local Agency Investment Fund (LAIF).

Dividends / Retrospective Rating Adjustments

The shared risk (pooling) programs are an alternative to traditional commercial insurance, in that they are member
owned and operated, meaning that the participants share in both the costs and benefits if actual losses turn out to be
higher or lower than projected. Interest earning funds are placed on deposit with CSRMA where they are used to
pay members' claims and related expenses. Funds not spent or reserved are refunded to members through
retrospective rating adjustments and dividend payments.

Retrospective rating adjustments — retrospective rating adjustments are adjustments made to member deposits
(“premium”) that may occur, either up or down, shortly after the expiration of a program year due to the actual cost
of claims, and credits or debits for the adjustments are reflected on member renewal invoices.

Dividends — the Board may declare dividends for cach of the pooled programs not sooner than five years after the
expiration of a Program Year, at which point it is believed that most claim values have become known. Dividends
are a return of pooled deposits in excess of the ultimate cost of known claims.

Conclusion

By learning to better manage risk and reduce exposure, the members of CSRMA are sharing in our common goal
to provide wastewater services to the public as safely and cost-effectively as possible. For more information

regarding the current fiscal year, please see Management’s Discussion and Analysis on page 4 of this report.

Accreditation and Acknowledgments

CSRMA as a risk management authority 1s fully accredited with excellence by the California Association of Joint
Powers Authorities, CAJPA. Such accreditation validates the soundness of CSRMA practices. The accreditation
program was established as a model of professional standards which serve as a guideline for all risk management
pools regardless of size, scope of operation, or membership structure.

We would like to extend a special thank you to the Executive Board, Officers and Finance Committee for their hard
work and dedication to make this report possible.

Respectfully submitted,

i) PR
“{)\}Z \_S w/«g (T’j’“EfS\&

Paul Bushee Jason Warner
President of the Board Treasurer
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Mission Statement

OUR MISSION

The California Sanitation Risk Management Authority provides broad coverage and risk management
services to its members.

OUR VISION
To sustain cutting edge service and value that fulfills our member’s long term needs.

OUR VALUES

e Prolecting public resources through reducing risk of loss

o Creative, dynamic, and participative program management

e Responsible financial position at reasonable cost

e Unique industry specialization that is flexible and adaptable to change
o Commitment to member satisfaction, equity and fairness

VI
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JPA

It is the purpose of this organization to give professional recognition
to properly qualified self-insurance pools.

THEREFORE, the Board of Directors of the
California Association of Joint Powers Authorities,
has conferred upon

California Sanitation
Risk Management Authority
this
CERTIFICATE OF ACCREDITATION WITH EXCELLENCE

having fulfilled the conditions of eligibility as prescribed by the Association for Accreditation.

Accreditation Period: May 15, 2016 — May 15, 2019

VI
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Authority as of June 30, 2018 and 2017 and the changes in its net position and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

QOther Matters
Required Supplemeniary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis, the Reconciliation of Claims Liabilities by Type of Contract and the Claims
Development Information be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board (GASB) who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally aceepted in the United States of America, which consisted principally of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance,

Other Information

Our audit was conducted for the purpose of forming an opinion on the bagic financial statements taken as
a whole. The accompanying supplementary information including the Combining Schedule of Net
Position, Combining Schedule of Revenues, Expenses and Changes in Net Position and Graphical
Summary of Claims are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements, The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
staternent or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
Combining Schedule of Net Position, Combining Schedule of Revenues, expenses and Changes in Net
Position and Graphical Summary of Claims are fairly stated, in all material respects, in relation to the
financial statements taken as a whole.
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C S RMA California Sanitation Risk Management Authority

c/o ALLIANT INSURANCE SERVICES, INC Insurance License No.: 0C36861
100 Pine Street, 11" Floor San Francisco, CA 94111 Tel: 415.403.1400 Fax: 415.402.0773
OFFICERS: PAST PRESIDENTS:
Paul Bushee, President Russ Bagglery
760.274.2275 2010-2014
Greg Baatrup, Vice President Robert Reid
707.428.9162 2006-2010

MANAGEMENT’S DISCUSSION AND ANALYSIS

General Discussion

Since April 1986, the California Sanitation Risk Management Authority (CSRMA), a Joint Powers Authority
(JPA), has provided financial protection to its membership which is comprised mainly of water and wastewater
special districts within the State of California. CSRMA operates risk management and coverage programs for the
Liability, Workers® Compensation, and Property risks associated with member operations.

CSRMA is governed by a Board of Directors comprised of representatives from each of its members. The Board of
Directors elects a President, Vice President and Executive Board. The Boards and various Committees oversee the
operations of the JPA including rating, dividend, and loss control plans, as well as other activities in accordance
with the JPA Agreement, Bylaws, and Board adopted policies and procedures.

CSRMA’s day-to-day operations are, and have always been managed by a third party. Alliant Insurance Services,
Inc. currently manages the JPA, and is responsible for implementing the organizations’ objectives in accordance
with the JPA’s aforementioned organizational documents, and in accordance with direction provided by the Board
of Directors, its Officers, the Executive Board, and various operational Committees. Since CSRMA has never had
employees, it has no post employment obligations.

Description of Basic Financial Statements

Individual program accounting is maintained for each program of the JPA and is provided as supplemental
information to the Statement of Net Position, Statement of Revenues, Expenses and Changes in Net Position, and
the Statement of Cash Flows. The Statement of Net Position provides information about the combined financial
position of CSRMA as of June 30, 2018 and 2017. The Statement of Revenues, Expenses and Changes in Net
Position reports the operations of the organization for the years ended June 30, 2018 and 2017. The Statement of
Cash Flows is presented on the direct method to reflect the operations of CSRMA for the years ended June 30, 2018
and 2017 based strictly on the inflow and outflow of cash.

The footnotes provide information on unique accounting policies of CSRMA, such as discounting of claims
reserves, development of estimates of incurred but not reported liabilities and the provision for unallocated loss
adjustment expenses. There were no significant changes in the accounting practices of CSRMA during the fiscal
year.
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30,2018

Statement of Revenues, Expenses and Change in Net Position Fiscal Year 2015-2016 vs, Fiscal Year

2016-2017

Operating revenues
Member contributions
Retrospective contributions
Member fees
Other income
Total Operating Revenyes
Investment income
Total Revenues

Operating expenses
General and administrative
expenses

Total Expenses

Change in Net Position

Net Position, Beginning of
year

Net Position, End of year

Total revenues decreased from the prior period primarily due to a reduction in investment income
(unrealized gains/losses). Total expenses increased year over year primarily due to an increase in the
provision for unpaid claims and claims adjustment expenses in the Pooled Liability Program.

Fiscal Year 2015-16 vs. Fiscal Year 2016-17

Revenues and Expenses

2015-16 2016-17 $ Change % Change
$10,325,970 $10,408,711 $82,741 0.8%
{400,607) (630,063) (229,456) 57.3%
1,277,250 1,312,531 35,281 2.8%
46,275 40,275 (6.000) -13.0%
11,248,888 11138454 (117,434) -1.0%
594,695 35,069 (559,626) -94.1%
11,843,583 11,166,523 (677,060) -5.7%
10,779,660 11,443,343 663,683 6.2%
166,425 145,468 {20,957) -12.6%
10,946,085 11,588,811 642,726 5.9%
897,498 (422,288) (1,319,786) 147.1%
10,703,460 11,600,958 897,498 8.4%
$11,600,958 $11,178,670 ($422,288) -3.6%
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2018

Statement of Net Position Fiscal Year 2015-2016 vs. Fiscal Year 2016-2017

Financial Summary
Fiscal Year 2016-17 vs. Fiscal Year 2016-17

2015-16 2016-17 $ Change % Change
Current assets $8.803,565 $10,463,689 51,660,124 18.9%
Non-current assets 19,533,001 17,956,018 (1,576,983) -8.1%
Total Assets 28,336,567 28,419,707 83,140 0.3%
Current liabilities 5,771,405 6,027,082 255,677 4.4%
Non-current liabilities 10,964,204 11,213,955 $249,751 2.3%
Total Liabilities 16,735,609 17,241,037 505,428 3.0%
Net Position $11,600,958 $11,178,670 ($422,288) -3.6%

The total assets of CSRMA increased by approximately $83,000 or 0,3% from June 30, 2016 to June 30,
2017. Net Position decreased by approximately $422.000 or 3.6% due primarily to a decrease in total
assets in the Workers” Compensation Program. '

Target Equity

The Authority maintains policies and procedures governing rate adequacy, retrospective rating
calculations, dividends, and target equity for each of its pooling programs. Along with projected ultimate
and incurred losses, it is the interaction of these policies in the operation of the JPA that largely determine
the net results from year to vear. Key provisions of these policies include the requirement that each
Program Year will be funded to a 70% confidence level at the outset of the Program Year, and that
monies held in excess of Board adopted financial targets will be returned to the member of each program
in an orderly manner through the Board adopted retrospective rating and dividend plans.

In addition, the Board reviews CSRMA’s financial results against standard insurance industry financial
ratios to gain additional petspective, The following tables depict the ratios as compared to the California
Association of Joint Powers Authority standards, along with a brief explanation of each, and commentary
regarding the ratios with respect to the Workers® Compensation Program:

Pooled Liability Program

Equity Target Formulas Industry Goal Calculation Result CAJPA Standard
Contributions to Equity Less than 3:1 0.48 Met
Equity to Self Insd. Retention Greater than 7:1 17.7 Met
Loss Reserves to Equity Less than 4:1 0.22 Met
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2018

Workers’ Compensation Program

Total Operating Revenues for the Workers’ Compensation Program decreased by approximately
$775,000 for the year ended June 30, 2018 due primarily to an increase in retrospective rating adjustments
credited to member invoices. The Program realized an operating loss of approximately $2,200,000
primarily due to an increase in the provision for unpaid claims and claims adjustment expenses. The
ending net position of the Program was ($1,387,616). Total assets in the Program are $12,192,953,

Property Program

The Property Program operates as a group purchase insurance program for property insurance to protect
members’ physical asset from financial loss. There is no risk sharing between the members in the
Program. As such, the Net Position maintained in the program is relatively small, with a goal onty to
cover any unanticipated operational expenses. The Program’s revenues and expenses remained relatively
unchanged year over year with the primary revenue and expense being dollars taken in and paid out to
cover commercial insurance premiums,

Primary Insurance Program

The Primary Insurance Program operates as a group purchase insurance program to cover the general
liability exposures of members who do not wish to share risk with one another. Again, the amount of
cash maintained in the program is small with the goal being only to cover insurance and any unanticipated
expenses. Member contributions and Operating Expenses for the Program remained relatively unchanged
over the prior year.

Possible Conditions Impacting Financial Position

With respect to current facts, conditions, or decisions that may impact the financial position of CSRMA,
there are no known issues either internal to the JPA nor the external environment that are expected to
materially impact the organization. That said, there are trends that may influence the membership and
developments in the commercial insurance market that warrant notice,

The workers’ compensation operating environment continues to be challenging due primarily to increases
in the cost of medical care and prescription drugs combined with an aging workforce. To combai
increasing costs to settle workers” compensation claims, CSRMA has implemented a Workers’
Compensation Claims Management and Return to Work Program, and has focused risk control efforts on
reducing the frequency and severity of work related injuries.

2017 was the worst year on record for the commercial insurance sector with estimated insured losses in
excess of $100 billion. Despite this, the outlook for the U.S. property/casualty commercial insurance
sector for the next 12 to 18 months remains stable given healthy core earnings and sound balance sheets
in the view of analysts at Moody’s Investors Service. Looking ahead, the expectation is that there will
continue to be upward pressure on property rates, Poor performing accounts and classes will experience
increased pressure.
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

STATEMENTS OF NET POSITION

JUNE 30, 2018 AND 2017
2018 2017
ASSETS
Current Assets
Cash and cash equivalents $ 1,905,627 4,820,445
Investments 1,624,959 3,831,270
Accounts receivable:
Members 489,182 368,085
Interest 141,171 136,283
Prepaid expenses 1,325,082 1,307,606
Total Current Assets 5,786,021 10,463,689
Noncurrent Assets
Investments 19,917,098 17,956,018
Total Assets 25,703,119 28,419,707
LIABILITIES
Current Liabilities
Accounts payable 116,303 119,713
Unearned revenue 2,418,871 2,407,369
Current portion of unpaid claims
and claim adjustment expense 5,000,000 3,500,000
Total Current Liabilities 7,535,174 6,027,082
Noncurrent Liabilities
Unpaid claims and claim adjustment expense 10,462,195 11,213,955
Total Liabilities 17,997,369 17,241,037
NET POSITION
Unrestricted ‘ 3 7,705,750 11,178,670

The accompanying notes are an integral part of these financial statements,
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED JUNE 3¢, 2018 AND 2017

Cash Flows From Operating Activities
Cash received from members
Cash paid for claims
Dividends paid
Cash paid for Insurance
Cash paid to vendors

Net Cash Flows Provided (Used) by Operating Activities

Cash Flows From Investing Activities
Investment income received
Payments for purchases of investments
Proceeds from sales and maturities of investments

Net Cash Flows Provided (Used) by Investing Activities
Net Increase (decrease) in Cash

Cash and Cash Equivalents - Beginning of year
Cash and Cash Equivalents - End of year

Reconciliation of Operating Income {loss) to Net Cash
Provided (used) by Operating Activities
Operating income (loss)
Adjustments to Reconcile Net Income (loss) to
Net Cash Provided (used) by Operations:
{Increase) Decrease in:
Member receivable
Prepaid expenses
Increase (Decrease} in:
Accounts payable
Unearned revenue
Claims liability
Net Cash Provided (Used) by Operating Activities

Supplementary Information
Noncash Investing and Financing Transactions
Change in fair value of investments

The accompanying notes are an integral part of these financial statements,

2018 2017
$ 10,343,826 $ 11,547,369
(5,824,779) (3,921,706)
(1,217,635) (1,083,091)
(4,033,604) (1,222,086)
(2,122,816) (2,155,176)
(2,855,008) 3,165,310
440,499 333,492
(15,431,466) (17,406,372)
14,931,157 17,217,969
(59,810) 145,089
(2,914,818) 3,310,399
4,820,445 1,510,046
$ 1,905,627 § 4,820,445
$  (3,472,767) $ (457.357)
(121,097 400,960
(17,476) 2,716,278
(3,410) (59,277)
11,502 14,955
748,240 549,751
$  (2,855.008) $ 3,165,310
$  (366,636) $  (204,886)
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Property/Liabili
Liability

In January 1987, the Pooled Liability Program was established for the purposes of creating a
pool to share the costs of liability claims, administrative costs, and excess insurance for
Members. The program year runs from January 1 to December 31. Funding for the calendar
year program is based on member deposits established by the Executive Board. The Authority
has contracted with a third party administrator, Carl Warren & Co., to adminisier claims on
behalf of participating members, The excess insurance premiums ceded for the years ended
June 30, 2018 and 2017 were $1,387,131 and $1,357,059, respectively, There were no excess
claims recoverable for either year,

Self -insured coverage at June 30, 2018;

Member Deductible: $2,500 to $500,000 liability per occurrence.
JPA's SIR. $500,000 per occurrence.
Reinsurance/Excess Insurance: $25 million per occurrence.,

Property

Established in 1990, the Property Insurance Program allows members to benefit from group
pricing and favorable coverage terms, including Boiler and Machinery coverage. The program
year runs from July 1 to June 30 of each year with Alliant Insurance Services as the broker. The
insurance premiums ceded for the years ended June 30, 2018 and 2017 were $1,665,211 and
$1,662,345, respectively.

Primary Insurance

On January 1, 1989, the Primary Insurance Program (PIP) was established to provide for the
group purchase of general and auto liability and auto physical damage coverage. The program
year runs from January 1 to December 31 with Alliant Insurance Services as the broker, The
insurance premiums ceded for the years ended June 30, 2018 and 2017 were $423,377 and
$415,197, respectively.

BASIS OF ACCOUNTING

These statements are prepared on the economic resources measutement focus and accrual basis
of accounting. Under this method, revenues are from contributions and interest and are
recognized when earned and expenses are recognized when goods or services have been
received, except when a premium deficiency exists where unearned premiums are recognized
currently in accordance with GASB pronouncements.
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

UNPAID CLAIMS LIABILITIES (CLAIMS RESERVES AND CLAIMS INCURRED
BUT NOT REPORTED)

Each program establishes claims liabilities based on estimates of the ultimate cost of claims
(including future allocated claim adjustment expense) that have been reported but not settled,
and of claims that have been incurred but not reported, The length of time for which such
costs must be estimated varies depending on the coverage involved. Estimated amounis of
salvage and subrogation and reinsurance recoverable on unpaid claims are deducted from the
liability for unpaid claims, Because actual claims costs depend on such complex faclors as
inflation, changes in doctrines of legal liability, and damage awards, the process used in
computing claims liabilities does not necessarily result in an exact amount, particularly for
coverages such as general liability.

Claims liabilities are recomputed periodically using a variety of actuarial and statistical
techniques to produce current estimates that reflect recent settlements, claims frequency, and
other economic and social factors. A provision for inflation in the calculation of estimated
future claims costs is implicit in the calculation because reliance is placed both on actual
historical data that reflect past inflation and on other factors that are considered to be
appropriate modifiers of past experience. Adjustments to claims liabilities are charged or
credited to expense in the periods in which they are made.

UNALLOCATED LOSS ADJUSTMENT EXPENSE

The liability for unallocated loss adjustment expense includes all costs expected to be
incurred in connection with the settlement of unpaid claims that cannot be related to a
specific claim. Management has estimated the accrual based on past experience and the
amount is included in general and administrative expense.

EXCESS INSURANCE

The Authority purchases specific occurrence excess insurance from commercial carriers for
the workers compensation and pooled liability programs. The coverage for losses above the
corresponding policy year’s specified self-insured retention (SIR) is limited to that policy
year's excess coverage limit,

INCOME TAXES

The Authority's income is exempt from state and federal income taxes under Internal
Revenue Service Section 115, which excludes income derived from the exercise of any
essential governmental function and accrues to a state political subdivision. Accordingly, no
provision for federal or state income taxes has been made in the accompanying financial
statements,
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

2.

CASH AND INVESTMENTS

A.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consisted of the following at June 30:

2018 2017
General Checking $ 1,019,188 § 239,848
Workers Compensation Trust 77,984 62,992
Pooled Liability Trust 100,000 - 49,341
CAMP Cash Reserve 46,131 144,548
Local Agency Investment Fund 662,324 4,323,716
Total Cash and Cash Equivalents $§ 1,905,627 $ 4,820,445

The carrying amount of the Authority’s cash is covered by federal depository insurance up to
$250,000. Should deposits exceed the insured limits, the balance is covered by collateral held
by the bank in accordance with California law requiring the depository bank to hold collateral
equal to 110% of the excess government funds on deposit. This collateral must be in the

form of government-backed securities.

Local Agency Investment Fund

The Authority is a voluntary participant in Local Agency Investment Fund (LAIF), which is
regulated by California Government Code Section 16429 under the oversight of the Treasurer
of the state of California and the Pooled Money Investment Board. The State Treasurer’s
Office pools these funds with those of other governmental agencies in the state and invests
the cash. The fair value of the Authority’s investment in this pool, which approximates cost,
is reported in the accompanying financial statements based upon the Authority’s pro-rata
share of the fair value provided by LAIF for the entire LAIF portfolio (in relation to the
amortized cost of that portfolio). The balance available for withdrawal is based on the
accounting records maintained by LAIF, which are recorded on an amortized cost basis,
Funds are accessible and transferable to the master account within twenty-four hours notice.
The Pooled Money Investment Board has established policies, goals, and objectives to make
certain that their goal of safety, liquidity, and yield are not jeopardized.

Included in LAIF’s investment portfolio are collateralized mortgage obligations, mortgage-
backed securities, other asset backed securities, and floating rate securities issued by Federal
Agencies, government-sponsored enterprises and corporations. The monies held in the LAIF
are not subject to categorization by risk category. It is also not rated as to credit risk by a

nationally recognized statistical rating organization.

LAIF is administered by the State Treasurer and audited annually by the Pooled Money
[nvestment Board and the State Controller’s Office. Copies of this audit may be obtained
from the State Treasurer’s Office; 915 Capitol Mall, Sacramento, California 95814,
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30,2018 AND 2017

B. INVESTMENTS (CONTINUED)
Credit Risk

The primary investment objective of the Authority’s Investment Policy is to preserve capital
by investing in securities in accordance with the Government Code while maintaining an
appropriate level of risk. It limits investments in medium-term corporate notes to A-AAA
ratings issued by nationally recognized statistical ratings organizations. As of June 30, 2018
and 2017, the Authority’s investments in corporate notes were rated by Standard and Poor’s,
The following is the rating by Standard and Poor’s:

June 30, 2018

[nvestment Type Fair Value AAA AA+ AA AA- At A A BBB+ NR
US Treasuries $ 8,514,491 § - % 8514491 § -8 - - s -8 - 5 - 5
Supra-National Agency Bond 1,560,921 1,560,921 - - - - - “ -

Federal Agencies 322,582 - 322,582 - - - - - -
Asset-Backed Security 1,652,387 861,646 - - - - - - . 790,741
Certificates of Deposit 3,683,341 - - - 1,192,227 947,130 1,543,934 - - -
Commercial Paper 442,005 - - - - - 445,005 - - -
Corporate Notes 3,659,330 - 295,790 279,538 343,979 1,410,640 1,326,672 1,143,470 859,241 -

$21.842,057 § 2422567 $ 0132863 § 379538 § 1536206 $2357820 $3319611 3 1143470  $ 8524l § TO0. 741

June 30, 2017

Investment Type Fair Value AAA AA+ AA AA- At A A BBB1-
US T'reasuries 10,332,340  § - $ 10,332,340 § - 5 - 3 - $ - $ - b3 -
Federal Agencies 1,250,309 - 1,250,309 - - - - - -
Municipal Bonds 301,638 301,638 - - - - - - -
Certificates of Deposit 3,876,482 - - - 1,232,085 2,193.743 450,684 - .
Commereial Paper 549,283 - - - - 549,283 - - -
Corporate Notes 5,471,236 347921 560,497 399,569 i,662, 165 653,172 701,180 630,327 522,405
$21,787,288 $ 649,559 $ 12,143,146 5 399,569 $ 2,894,250 $£3,396. 168 $1.151,864 $ 630,327 $ 522,405

Concerntration of Credit Risk

The Authority’s investment policy places investment limits at the time the investment
decision is made on certain securities as follows:

Realized Gains and Losses

The Authority had realized loss of $78,904 on the sale of investments for the year ended June
30, 2018 and a gain of $119,320 for the year ended June 30, 2017, The calculation of realized
gains and losses is independent of the calculation of the change in the fair value of
investments and realized gains and losses of the current period include unrealized amounts
from the prior periods.
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

3. UNFPAID CLAIMS LIABILITIES

The following represents changes in claims liabilities for the Authority during the years ended
June 30, 2018 and 2017;

2018 2017

Unpaid claims and claim adjustment
expenses at beginning of year $ 14,713,955 3 14,164,204
Incurred claims and claim
adjustment expenses:

Provision for insured events of the

current year 4,659,495 3,926,631

Increase/(decrease) in provision of

insured events of prior years 1,913,524 544 826
Total incurred claims and claim
adjustment expenses 6,573,019 4,471,457
Payments:

Claim and claim adjustment expenses

attributable to insured events of the

current year 850,283 424,231

Claim and claim adjustment expenses

attributable to insured events of the

prior years 4,974,496 3,497,475
Total Payments 5,824,779 3,921,706
Total unpaid claims and claims
adjustment expenses $ 15,462,195 $ 14,713,955
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

REQUIRED SUPPLEMENTARY INFORMATION
CLAIMS DEVELOPMENT INFORMATION —- WORKERS COMPENSATION

AS OF JUNE 30, 2018

Fiscal Years Fnded June 30
2009 2410 2011 2012 2013 2014 2015 2016 2017 2018
1. Premiums and investment revenue:
Eamed § 3,539,007 § 3,350,705 $ 3,535,095 3 3,053,865 3 4,433,419 § 3,808,541 $ 3,555,826 $ 4,401,852 $ 5,101,316 $ 5214224
Ceded (500.706) (532.534) {385,024) {399,312) (424,284) (460_803) {425,019 {471,592) (503,763) {340,409
Net carned 3,018,301 2 818,171 3,150,071 3,554,553 4,009,135 1347738 3,130,807 3,930,260 4,597,553 4,673 815
2. Unallocated expenses 1,211,000 1,207,000 570,846 551,211 635,478 898310 766,078 481,351 771,935 739,417
Dividends - - - - - - - - - -
3. Estimated incwred claims and
expenses, end of policy vear
Incurred 2,209,112 2,393 667 2,408,766 2,887,945 2315271 2,580,733 2,531,778 3,032,931 2,928,006 3,878,756
Ceded Claims - - - - - - - - - -
Net incurred claims 2209112 2,393,667 2 408 766 2.8%7 945 2315271 2.580.733 2331778 3,032,931 2.928.006 3,878.756
4. Paid (cwmnulative) as of:
End of policy year 316,525 210,345 388,018 614,005 379,117 330,782 243,766 455,719 420,439 666,871
One year later 798,450 659,505 966,396 1,369,221 968,090 964,867 661,233 1,098,723 1,387,585
Two years later 1,049,303 975,483 1,559,008 2,086,107 1,431,463 1,468,776 1,124,723 1,846 270
Three years later 1,334,452 1,084,111 1,827,139 2,270,514 1,933,252 1,875,414 1,694.901
Four vears later 1,453,283 1,146,188 1,938,359 2,800,876 2,422995 2347017
Five vears later 1,496,835 1,199,554 1,982,640 2,464,364 2,308,274
Six years later 1,859,582 1,227,225 2,075,925 2,653,853
Seven Years Later 1,540,644 1,386,559 2,105,610
Eight Years Later 2,116,822 1,387,399
Nine Years Later 2,224.913
5 Reestimated ceded claims and
EXPENSES: - - - - - - - - - -
6 Reestimated net mcurred claims
and expenses:
Fnd df policy year 2,209,112 2,393,667 2,408,766 2,887,945 2,315271 2,580,733 2,531,778 3,032,931 2,928,006 3,878,756
One year luter 2432 832 2,001,584 2,530,453 3,292,249 2,442,521 2,377,087 2,373,731 2,871,463 3,525,187
Two years later 2,155,546 1,971,693 2,486,220 3,435,137 2,514255 2,810,138 2,422.623 3,406,414
Three years later 2,178,051 1,799 319 2,682,868 3313455 2,510,407 2,945 059 2,666 667
Four years later 2,013,668 1,806 452 2,394,542 3,568,081 3,025,763 3,522,373
Five years later 2,022,916 1,530,276 2,502,881 3,187,381 2,780,755
Six years later 2,441,067 1,545,239 2477087 3,227,762
Sgven vears later 2,413,851 1,595,141 2,518,787
Eijght Years Later 2,582103 1,625.434
Nine Years Later 2,585,473

7  Increase {decrease) in estimated
incurred claias and expense firom
end of policy year $ 380,361 $ (768233 § 110,021 5 335,817 % 465484 5 541,640 $ 134,889 $ 373483 $ 597,181 5 -

D
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

COMBINING SCHEDULE OF NET POSITION

JUNE 30, 2018
Workers' Pooled Primary
Compensation Liability Property Insurance Total
ASSETS
Current Assets
Cash and cash equivalents 3 941,711 $ 944,624 $ 7,548 $ 11,744 $ 1,905,627
Investments 951,264 954,207 7,625 11,863 1,924,959
Accounis receivable;
Genceral 371,741 110,016 6,950 475 489,182
Interest 80,326 59,927 522 395 141,171
Prepaid expenses 5,404 1,024,296 17,987 277,396 1,325,082
T'otal Current Assets 2,350,446 3,093,069 40,632 301,874 5,786,021
Noncurrent Assets
Investmenis 9,842,507 9,872,953 78,892 122,746 19,917,098
Total Assets 12,192,953 12,966,022 119,524 424,620 25,703,119
LIABILITIES
Current Liabilities
Accounts payable 55,999 54,935 2,800 2,569 116,303
Uneamed revenue - 2,122,188 - 296,683 2,418,871
Current portion of unpaid claims
and claim adjustment expense 4,000,000 1,000,000 - - 5,000,000
Total Current Liabilities 4,055,999 3,177,123 2,800 299,252 7,535,174
Noncurrent Liabilities
Unpaid claims and claitm
adjustment expense 9,524,570 937,625 - - 10,462,195
Total Liabilities 13,580,369 4,114,748 2,800 299,252 17,997,369
NET POSITION $ (1.,387.616) § 8.851.274 $ 116,724 $ 125,368 $ 7,705,750
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY
GRAPHICAL SUMMARY OF CLAIMS

AS OF JUNE 30, 2018

Liability Program
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether California Sanitation Risk Management Authority’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, 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 those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control ot on
compliance. This report is an integral pari of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

gﬂwumoa/cvwéw

James Marta & Company LLP
Certified Public Accountants
Sacramento, California
November 5, 2018
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

STATISTICAL SECTION NARRATIVE
JUNE 30, 2018

STATISTICAL SECTION

This part of the California Sanitation Risk Management Authority’s comprehensive
financial report presents detailed information as a context for understanding what the
information in the financial statements, note disclosures and required supplementary
information says about the Authority’s overall financial health.

Financial Trends

These schedules and graphs contain trend information to help the reader understand how
the Authority’s financial performance and well-being have changed over time. They
highlight the change in net position over the past 10 years.

e Comparative Statement of Net Position and Changes in Net Position
¢ Financial Position Over Last 10 Years
¢ Financial History Over Last 10 Years

Demographic and Economic Information

These graphs offer information to help the reader understand the environment within which
the Authority’s financial activities take place. The Workers’ Compensation and Pooled
Liability claims experience is an indicator of the Provision for Claims and Claims
Adjustment Expenses. Payroll history combined with the Workers’ Compensation claims
experience is an indicator for premium revenue.

o Workers’ Compensation Program — Loss and Expenses Paid to Date and Future
Reserve — Last 10 Years

Workers” Compensation Program — Total Incurred Over Last 10 Years

Workers’ Compensation Program — Payroll History Over 10 Years

Pooled Liability Program — Loss and Expenses Paid to Date and Future Reserve
Pooled Liability Program — Program — Total Incurred Over Last 10 Years

36




CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

COMPARATIVE STATEMENT OF NET POSITION AND CHANGES IN NET POSITION

FISCAL YEAR END JUNE 30

Last Ten Fiscal Years
(Expressed in Thousands)

Operating Revenues
Member Contributions
Retrospective Contribution
Member Fees
Other Income
Total Operating Revenues
Investment/Interest Income
Total Revenues

Operating/Program Expenses
General & Administrative Expenses
Taotal Expenses

Change in Net Position

Total Net Position - Unrestricted

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009
$10,288 $10.409 $10,326 $9.805 $9,599 $9,522 $9.097 $9.270 $9.178 $8,587
(51,198) ($630) ($401) ($521) ($420) ($1.185) ($1,978) ($695) (8551) $93

$1,330 $1,313 $1.277 $1.277 $1,269 $1,232 $1.215 $1,196 $1,180 $1,141
$34 $40 $46 $58 $48 $18 $73 §72 $73 $1
$10.453 $11,131 $11.249 $10,620 $10,496 $9,587 $8.406 $9,843 $9,880 $9,822
(30) $35 $595 $276 $317 $65 $473 $512 $756 51181
$10.453 $11,167 311,844 $10,896 $10,813 $9,652 $8.879 $10,355 $10,636 $11,002
$13,780 §11,443 $10,780 $11,013 $11,754 $9,805 $12,317 $7.471 11777 $7.640
$147 $145 $166 $145 $134 $145 $144 3151 $150 $lo9
$13,926 511,589 $10,946 $11.158 $11,888 $9,950 $12.461 $7,622 $11,927 $7.809
(83,473) ($422) $897 (5262) ($1.075) ($298) ($3,582) $2,733 ($1,291) $3,193
$7,706 $11,179 $11,601 $10,703 $10,966 $12,040 $12,338 $15,920 $13.187 §14.478
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

FINANCIAL HISTORY OVER LAST 10 YEARS

FISCAL YEAR END JUNE 30

$16,000.000

$14,000,000

$12.000,000

$10,000.000

$8.000,000

$6,000,000

Totals

$4,000,000

$2,000,000

$-

$(2.,000,000)

$(4.,000,000)

$(6,000,000)

2010-2011

2011-2012 | 2012-2013

20152016

2016-2017

2017-2018

Total Revenues

$10,355,129 $8

879,110 $9.652,254

$11,843,583

$11,166,523

$10.453.268

Total Expenses

$7.622.401

$12.460

997 $9.950.148

$10,946,085

$11,588.811

$13,926,188

Change in Net Position

$2.732.728 $(3.581

887) $(297.894)

$897.498

§(422 288)

$(3,472.920)

Program Years

BETotal Revenues

O Total Expenses

OChange in Net Position
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

WORKERS COMPENSATION PROGRAM - TOTAL INCURRED OVER LAST 10 YEARS

FISCAL YEAR END JUNE 30

Incurred Losses

$4.,000,000

$3,500,000

$3.000,000

$2.500,000

$2,000,000

$1.500,000

$1.000,000

$500,000 |

. 2008-2009 | 2009-2010 | 2010-2011 | 2011-2012 | 2012-2013 | 2013-2014 | 2014-2015 | 2015-2016 | 2016-2017 | 2017-2018
Total Incurred | $2.691,480 | $1,435,919 | $2,411,507 | $2,983,794 | $2,372,922 | $3,563,712 | $2,082,494 | $3,071,557 | $2.027,170 | $1,599,780
Avg. Per Occ. D
Incurred Losses| > 19:926 $8.,547 $14,795 $20.578 $16.142 $25,455 $16,019 | $22.7258 $13,337 $12,697
Program Years
= Total Incurred Avg. Per Occ.

Incurred Losses

$50,000

$45,000

$40,000

$35,000

$30,000

$25,000

$20,000

$15,000

$10,000

$5,000

$0
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CALIFORNIA SANITATION RISK MANAGEMENT AUTHORITY

POOLED LIABILITY PROGRAM - LOSSES AND EXPENSES PAID TO DATE AND FUTURE RESERVE

FISCAL YEAR END JUNE 30
$2,000,000
<P]
e $1,800,000
uﬂl
&
= $1,600,000
=
@
D IR T L ———
R
W
e
O $1,200,000
=
aVu $1,000,000
r 2 2
L
@
M $800,000
2
= $600,000
o=
= $400,000
=
o
< $200,000
=W
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Total Reserves over Deductible $0 $0 $54,548 $99.429 50 $645 $24.663 | $405.651 | $319.812 | $292.715
Total Paid Over Deductible $1.816,229| $160,966 |$1,062,736|$1,383,458|%1,185,031| $158,294 | $204,281 |$1,118,267| $170,495 | $183,412
Total Incurred Over Deductible | $1,816,229| $160.966 |$1,117,285 51,482,887 $1.185.031| $158,939 | $228.944 [$1.523.917| $490,307 | $476.,127

Program Years

mmmm Total Paid Over Deductible

s Total Reserves over Deductible

Total Incurred Over Deductible
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Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all
relevant ethical requirements regarding independence.

We follow the AICPA Ethics Standard Rule 201C, in conjunction with this; we annually review
with all engagement staff potential conflicts and obtain a cenflict certification. In addition, we
inquire on each engagement about potential conflicts with staff. We have not identified any
relationships or other matters that in the auditor’s judgment may be reasonably thought to bear on
independence.

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary
of the significant accounting policies adopted by California Sanitation Risk Management
Authority is included in Note 1 to the financial statements. There have been no initial selection of
accounting policies and no changes in significant accounting policies or their application during
the fiscal year ended June 30, 2018. No matters have come to our attention that would require us,
under professional standards, to inform you about (1) the methods used to account for significant
unusual transactions and (2) the effect of significant accounting policies in controversial or
emerging areas for which there is a lack of authoritative guidance or consensus. However, we
have identified new accounting standards that will be applicable in subsequent years and are
included in Aftachment A.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s current judgments, Those judgments are normally based on
knowledge and experience about past and current events and assumptions 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
markedly from management’s current judgments,

The most sensitive accounting estimates affecting the financial statements are the estimate of
claim liabilities,

Management’s estimate of the claims liabilities is based on an independent actuarial study, We
evaluated the key factors and assumptions used to develop the claims liabilities and determined
that it is reasonable in relation to the basic financial statements taken as a whole and in relation to
the applicable opinion units.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
California Sanitation Risk Management Authority’s financial statements relate to accounting
policies affecting claims liabilities.




'S10)1pne S, AJLIOYINY JUSWITRURIA
YSIY UONENUES BIUJOIED) SEB UCHUS01 INO 0] UCKIPUOD B Ul pajjusal passnosip sIopew
Y} JO QUON JUDWIDIBISSIUI [BLIAJRW JO $YSU 3Y) 10aJe Avw jeyy sordajens pue sueld [paopriado
pue ‘fjus 2y Junpoeye suopipuos AyopenSar pue Sunesedo ‘sprepuels Sunipne pue sojdiound
Sununaosoe jo uvoneoydde oy Suipnjour ‘slopew Jo LjoueA B ssnosip A[ereusd am ‘Ajuoyiny
yueuraSeur Ay YS1y UONENURS BIWIOII[E)) YA UOIIRID0SSE [BUOISSAoId Jno JO 38IN00 [BUWIOU 3U3 U]

SONSST L0 ‘sTupur] ‘SI9IBT JUEIPIUSIS JOYIQ

‘s1anew Sununesoe pue Supipne Guipredal SJURIUN0OE ISY)0 YIM SUOEINSUeD
OU 2I9M 1Y) ‘9FpOIMOUY JNO 0) puR “jBl} SN PSULIOJUl JUSWASBUBIN SI9)Ell FUNUNOOoE
pue Sumpne JNoge SJUBJUNODOE JIYIO YIM JNSU0D 0] aprodp ABwl JUIWSFBUBIU ‘SISED JWOS U]

STUBJUNOIDY J3G)O YIA SUONEI[NSUC)) § Jusmadeuey

2107 °C I9qUIDAON PaTep Jaye] payselie
oY) Ul pepnjoul QB Yoy qUASTeUBW WOy SHONRIUSSIIdal UM UIRLISD palsanbal aABY OM

jmawadeury] wogy paysanbay suonejuasaadoy

“Upne ay) Jo 28In0d
at) unnp asote spudwaIBestp yons oN Jdodar s Joypne ay) Jo SJUAWRES [eIOUBULY S AJOYINY
JuewRSeuRy YSIY UONENUBS BIUIOJNED 0} JUedYUFIS 99 PNoo Udiym ‘ppew Sunipne 1o
‘Buipodal ‘Sununodde [eouRUl B SUIUIAOU0Y ‘UONIBISIIES N0 0) PIAJOSI 10U JO 1ayleym ‘Isew
© S judwageurw )M JUSWSAISeSIp € SUjap spiepue)s [euolssajosd ‘aan)ay siyy jo sesodind 1og

JUAUIRSRUBTA )M §)UITRIITesI(T

"1ayie] STy} 0}
poyoeye aue pue Juswedeuewr Aq papiaoid alam SJUSWLJE]S [RISUBRLIY AU} 0) apew spuawsnipe [y
*s2inpadoad JIpNe N0 JO JNSaI B SB PAyIUaP] SJUSLUIRISSIU [BLISIEW OU 91aM 2191, '$2npasosd
ypne ano jo jnsar € st juowoSeuew Jo UOTUSNER dY] O] YINOJQ AIdM Jeyl SJUWRISSIW
Po10alioo ‘epstew [je nok o) 9jed[UNWIUOD 0) S0 sambar spiepues [euolssajord ‘uorppe uj

'saunpaoold J1pne Ino Jo J|nsal e se
PAUIUAP) SIUSUAIBISSTIU PAJIALIOdUN OU dlom 1Y [, Wun uoiuido o[gesrjdde yaea pue sjoym e se
SIUBUIAR)S [BIIURULY SY) PUE “S2INSO[ISIP JO SIOUB[BY JUNOIOR ‘SUOIIDBSURI} JO SISSE]D JUBAS]AI S}
uo sporiad Jo1id 0} pajerar SHUALURIEISSIW PAOALIOOUN JO 1921J9 Y} SIBIUNTUIWOD OS[e 0) SN AJInbal
sprepueys jeuojssayord “eyung juswaSeuew Jo [349] arridosdde ay) 01 wey) AEIUNWWOD pue
‘[BIALT) QJE QAST[SQ S JBL]) ASOY) UBY] JOUI0 “JIpnE ay) Sulnp pannuapl sjustweeissiu £1ayi| pue
uMOUY |[¢ dle[nwuNdde 0) sn annbal spiepuels [euoIssayoad ‘UonesUNIIWIOD SIY) Jo sasodind 1o,

$)0IWI BISSIIA] PAIOALI0]) PUE PAJIALIOINUT)

‘pne a1 Jo souruIoied
ay; o1 Supepar juswoSeuew P Jupesp Wl SaNNONJIP JUBOIIIUTIS OU  PAISUNOdUS S

PNV aY) SuLInp paIajunodwy S NI JUENLUBIY



This report is intended solely for the information and use of the Board of Directors and
management of California Sanitation Risk Management Authority and is not intended to be and
should not be used by anyone other than these specified parties,

9««««4 m+/CoﬂWLLP

James Marta & Company LLP
Certified Public Accountants
Sacramento, California
November 5, 2018
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Account Description

Ad;ustlng Journal Entry JE #1

" 8‘945_ Computer Soﬁware.’Programmmg
3901 Retained Earnings

Program Committee
2000 Accounts Payable

s’ééé"  SafetyOther
2000.25 Accounts Payable:Accounts Payable - WC
Total

1200 InterestReceivable

1200 Interest Receivable
1002 LAIF
4620 Interest Income

Total

Adjustlng Journal Entry JE#7

sed on new actuary reports and clrent prepared -

=2300.25' ' .'Clarms Reserves Clalms Reserves WC

2500.24 Claims IBNR:Claims IBNR - Liab

5215 Change in Claim Liability

5215 Change in Claim Liability
2300.24 Claims Reserves:Claims Reserves - Liab
2500.25 Claims IBNR:Claims IBNR - WC
2600.24 Claims ULAE:Claims ULAE - Liab
2600.25 Claims ULAE:Claims ULAE - WC

Total

314.00

314.00

314.00 314.00
631.00

631.00

631.00 631.00
1,135.00

1,135.00

1,135.00 1,135.00
25.00
2,723.00

2,723.00

25.00

2,748.00 2,748.00
556,632.00
535,891.00
84,910.00
663,330.00

607,979.00

1,215,312.00

12,822.00

4,650.00

1,840,763.00 1,840,763.00
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5
C SRMA California Sanitation Risk Management Authority vy

¢/o ALLIANT INSURANCE SERVICES, INC. Insurance License No.: 0C36861
100 Pine Street. [ 1th Floor, San Francisco, CA 94111-5101 Tel: 415.403.1400 Fax: 415.874.4813
OFFICERS: PAST PRESIDENTS:
Paul Bushee, President Russ Baggerly
760.753.0153 2010-2014
Grreg Baatrup, Vice President Robert Reid
707.429.8930 2006-2010

MANAGEMENT REPRESENTATION LETTER

November 5, 2018

James Marta & Company LLP
Certified Public Accountants
Sacramento, California

This representation letter 1s provided in connection with your audit of the financial statements of California Sanitation
Risk Management Authority as of June 30, 2018 and 2017 and for the vears then ended, and the related notes to the
tinancial statements, for the purpose of expressing an opinion on whether the basic financial statements present fairly,
in all material respects, the Ninancial position, results of operations, and cash flows, where applicable, of the various
opinion units of California Sanitation Risk Management Authority in accordance with accounting principles generally
accepted for governments in the United States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. [tems are considered
material, regardless of size, il they involve an omission or misstatement of accounting information that, in the light of
surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement.

We confirm that, to the best of our knowledge and belief, having made such inquiries as we considered necessary for
the purpose of appropriately informing ourselves as of November 3, 2018:

Financial Statements =

o We have tullilled our responsibilities, as set out in the terms of the audit engagement dated October 20, 2013,
for the preparation and fair presentation of the financial statements of the various opinion units referred to
above in accordance with U.S. GAAP.

s We acknowledge our responsibility for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial stalements that are free from material
misstatement, whether due to fraud or error.

o We acknowledge our responsibility for the design, implementation. and maintenance of internal contral to
prevent and detect fraud.

»  We acknowledge our responsibility for compliance with the laws, regulations, and provisions of contracts
and grant agreements.

e Weacknowledge that we are responsible for distributing the issued report as well as the communication with
governance letter and internal control letter to all governing board members.

o We have reviewed, approved, and taken responsibility for the financial statements and related notes.

o We have a process to track the status of audit findings and recommendations.

o We have identified and communicated to you all previous audits, attestation engagements, and other studies
related to the audit objectives and whether related recommendations have been implemented.

A Joint Powers Authoriny Page | of 6
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—  Unrestricted access to persons within the entity from whom you determined it necessary to obtain audit
evidence,

All transactions have been recorded in the aceounting records and are reflected in the financial statements,

We have disclosed to you the results of our assessment of the risk that the financial statements may be

materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

— Management;

—  Employees who have significant roles in internal control; or

-~ Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity's financial

statements communicated by employees, former employees, vendors, regulators, or others.

We are not aware of any pending or threatened litigation, claims, and assessments whose effacts should be

considered when preparing the financial.

We have disclosed to you the identity of the entity’s related parties and all the related party relationships and

transactions of which we are aware.

There have been no communications from regulatory agencies concerning noncompliance with or

deficiencies in accounting, internal control, or financial reporting practices,

California Sanitation Risk Management Authority has no plans or intentions that may materially affect the

carrying value or classification of assets and liabilities.

We have disclosed to you all guarantees, whether written or oral, under which California Sanitation Risk

Management Authority Is contingently liable.

We have disclosed to you all nionexchange financial guarantees, under which we are obligated and have

declared liabilities and disclosed properly in accordance with GASB Statement No, 70, Accounting and

Financial Reporting for Nonexchange Financial Guarantees, for those guarantees where it is more likely

than not that the entity will make a payment gn any guarantee,

For nonexchange financial guarantees where we have declared liabilities, the amount of the liability

recognized is the discounted present value of the best estimaie of the future outflows expected to be incurred

as a result of the guarantee, Where there was no best estimate but a range of estimated future outflows has

been established, we have recoghized the minimum amount within the range,

We have disclosed to you all significant estimates and material concentrations known to management that

are required to be disclosed in accordance with GASB Statement No. 62 (GASB-62), Cedification of

Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA

Pronouncemenis. Significant estimates are estimates at the balance sheet date that could change materially

within the next year. Concentrations refar to volumes of business, revenues, available sources of supply, or

markets or geographic areas for which events could ocour that would significantly disrupt normal finances

within the next year.

We have identified and disclosed to you the laws, regulations, and provisions of conltracts and grant

agreements that could have a direct and material effect on financial statement amounts, including legal and

contractual provisions for reporting specific activities in separate funds.

There are no:

—  Violations or possible violations of laws or regulations, or provisions of contracts or grant agreements
whose effects should be considered for disclosure in the financial statements ot as a basis for recording
a foss contingency, including applicable budget laws and regulations.

—  Unasserted claims or assessments that our lawyer has advised are probable of assertion and must be
disclosed in accordance with GASB-62,

—  Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by GASB-62

—  Continuing disclosure consent decree agreements or filings with the Securities and Exchange
Commission and we have filed updates on a titnely basis in accordance with the agreements (Rule 240,
15c2-12).

California Sanitation Risk Management Authority has satisfactory title to all owned assets, and there are no

liens or encumbrances on such assets nor has any asset or future revenus been pledged as collateral, except

as disclosed to you,

We have complied with all aspects of grant agreements and other contractual agreements that would have a

material effect on the financial statements in the event of noncompliance.
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