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All kids are optimistic and think they can change the world. At SELF, we believe they can. Our founders changed the world of excess 

liability coverage but they didn’t do it by themselves. They had the right education and training as a foundation for making their 

contribution possible. This year, SELF is going to take a look at the skills that are required for changing the world and building our future.
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SELF is a member-owned, statewide partnership 

of public educational agencies providing quality 

pooled programs for excess coverage that  

benefit our students.

Our MiSSiON



While schools act as the foundation for 
the early development of a student’s 
ideals, SELF acts as the bedrock 
foundation for schools in California 
toward fulfilling their risk management 
goals.

The photos on the following pages 
depict the creativity and talents of 
California students. SELF uses the same 
creativity in developing programs for 
risk management issues that schools 
face and in teaming up with members 
when challenges arise. Two recent 
examples of SELF’s flexibility and 
creativity involve adapting coverage 
for the use of houseboats for a science 

class field trip and participation in an engineering/car building competition with 
a major energy company to highlight student ingenuity with alternative energy 
sources and conservation. 

This year, SELF finds itself in a unique position. A position that has been achieved 
through diligent program management over the past five plus years; from data 
management, to moving claims operations in-house, to the engagement of a 
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solid brokerage relationship, all of which have resulted in SELF receiving interest 
from the marketplace that did not exist in previous years. This change in 
perception of the SELF operation is very beneficial to the members in terms of 
placing SELF on solid footing when renewing coverage terms with our incumbent 
reinsurance partners and also garnering interest from new partners who want to 
be part of the SELF team.

Work in the classroom is only the beginning of our students’ educational journey. 
SELF helps to ensure that journey continues uninterrupted as it partners with its 
members in providing programs that allow schools to feel secure in their risk 
management decisions so they can focus on the most important job, being the 
foundation for their students’ development. 

The financial foundation for SELF and its members is based on sound fiscal and 
actuarial principles and the JPA provides the broadest excess coverage at the 
lowest possible cost consistent with those principals. More importantly, the dollars 
are there to support the members when catastrophic events occur. Since 1986, 
SELF has been the risk management choice of more schools and colleges than 
any other – a rock solid partner.

TO Our MEMbErS

Eric J. Lucas 
Chief Executive Officer

John M. Falappino

Chair



    he three R’s may be key in building a 
solid education, but without the arts as 

the mortar binding the bricks together, our 
foundation would be weak and eventually 

crumble. For some, the arts are seen as the 
soul of the foundation, without which, 

the student would never reach his or 
her full potential. The arts have a way 

of bringing all the other pieces together 
and making things fit.

“As a musician you learn how to cooperate with one 
another, how to be a star if you have a solo or how to 
lie back if you are part of ensemble,” said Michael 
Sundquist, Dean of Arts, Humanities and 
Communication Division at Modesto Junior College 
in the Yosemite Community College District. “We 
try to stress the arts involve collaboration, take them 
through experiences in a way that shows them  
what’s possible using a lot of different departments 
and media.”

He said the study of music also helps to develop 
listening skills and the ability to read subtle cues in 
others. “We don’t even think about that effect of 
music…you gain an understanding of one another.”

Yosemite CCD’s robust arts program is flourishing, 
yielding such accomplished students/graduates as 
Lindsay Pearce, best known for her work on the first 

season of The Glee Project and Jeremy Renner, whose 
film credits include Mission Impossible – Ghost 
Protocol and The Bourne Legacy.  Before the 
recession hit in 2005, following passage of a local 
bond, YCCD began a $33 million renovation of its 
performing arts and media center on the Modesto 
campus. Students and the community now enjoy an 
800-seat theatre, a smaller 74-seat theatre, as well as 
state-of-the-art-dance, recording, television and 
editing studios.  

The renovations were being completed at a time when 
many schools had to cut back on the arts and YCCD 
has struggled as well, but Sundquist says that is 
beginning to turn around. Programs that had to be 
eliminated in 2010 due to the budget crisis are now 
being reintegrated back into the curriculum.

“The arts are something that is necessary in terms of 
connecting all the other areas (of education)” he said.

Student production of Frankenstein
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GOalS
n To maintain prudent fiscal and 

claims management to conserve 
member assets

n To develop and provide the 
broadest excess coverage  
programs at the lowest possible 
premium consistent with sound 
actuarial principles

n To obtain, maintain and disseminate 
risk management information and 
technologies associated with 
educational agency exposures

n To be a leader and to work with  
other public agencies in the  
analysis of exposures impacting 
educational agencies

ARt

Empathy
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          he first step to the moon was a well-
written speech….

The written word can be a powerful agent of change. 
Speeches, like the one President Kennedy wrote, 
declaring the United States a leader in the race to 
space, can make us swell with pride and fill us  
with emotion.

The knowledge and skills our educators impart to 
students daily are the building blocks for success, 
innovation and change. Today, the eyes of the world 
look beyond the moon, farther into space towards 
Mars. It is our education system, our teachers, who 
will produce and guide the generation of genius to 
pen the next great speech that will light the fire of 
exploration in our imaginations once more. 

Our society is defined by our ability to communicate 
effectively with one another. In this age of text 
messaging, abbreviations and slang, it can be easy to 
forget just how vital the basic writing skills we 
learned in school really are.

So when students struggle with expressing themselves 
on paper, where do they turn? At Los Rios 
Community College District they turn to the 
Writing Centers for workshops on writing and 
grammar or even one-on-one tutoring. There are 
centers located at every campus and the Sacramento 
City College has outreach centers in West 
Sacramento and Davis as well.

Depending on their needs, students may be teamed 
with peer tutors, faculty tutors or part-time 
instructional assistants, said Sac City Writing 

WRiting

Mars

Center Tutoring Coordinator Susan Griffin. 
Students seeking help run the full gamut – those 
coming straight out of high school, to older students 
entering college for the first time, to those coming back 
to school after a career change.

She said there is obviously a huge need for the services 
they provide, demonstrated by the nearly 3,600 
tutoring sessions conducted during the 2012-13 
school year and the more than 4,000 sessions 
conducted in the fall semester of 2013. 

Through the assistance found at the writing centers 
students learn to feel better about their writing skills. 
They gain confidence and in turn become more 
successful.

“That can be a powerful thing…being able to 
communicate your beliefs about the world to someone 
else,” Griffin said. “Writing can also be a force for 
change, when students realize that, that can be 
empowering as well.”
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ExcESS liabiliTy PrOGraM

Excess Liability Program Membership 2012-2013

SELF’s Excess Liability Program continues to be the premier and preferred 
program statewide for California’s public schools and colleges. The program, 
which is the centerpiece of SELF’s offerings to its members, uses established 
methods of loss funding to provide optimal pricing and coverage: pooling - the 
sharing of losses amongst pool participants and reinsurance – for capacity and 
protection of pool assets. 

Since its inception in 1986, the program has paid nearly a quarter of a billion 
dollars in claims on behalf of members, and in addition has returned in excess  
of $70 million in dividends and rate credits to its members.

The 2013/2014 core program continues to provide members with limits up to $25 
million and to offer them the flexibility in choosing an attachment point that is 
right for their needs. SELF can provide excess attachment points from $1 million 
to $5 million. 

SELF’s Excess Liability Program focuses on delivering both stability and 
affordability over the long term. SELF is able to achieve both of these goals 
through a combination of the long-term commitments to the program made by 
our members and a vigorous defense of any claims filed against them.

SELF’s rates are established by the Board each spring and are based upon 
sound actuarial principles and studies to provide both adequate funding to the 
program and facilitate the financial planning of our members. 
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During the last decade, jury verdicts and settlement awards have continued to 
skyrocket, reaching sums previously unimagined. Juries are not shy about 
awarding verdicts in the tens of millions and public entities and schools are not 
immune to this trend. For those members desiring greater levels of coverage 
than provided in the core program, SELF offers optional higher limits up to $50 
million per occurrence

OPTiONal ExcESS liabiliTy cOvEraGE

claiMS TrENdS

Roughly 25 percent of SELF’s 2013/2014 covered ADA elect to purchase greater 
limits through SELF’s Optional Excess Liability (OEL) coverage.

Excess Liability Program Payments by Year PAID, 1989-2013

(with recoveries deducted)
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ou can’t be in two places at the same time, 
unless you are a sub atomic particle. It may 

seem like magic but it’s just quantum physics, 
and math is the key to harnessing it’s power. It has 
the potential to model complex systems like global 
weather, or the human brain. Today a quantum 
super computer is held back by the impractical 
amount of energy required to force atoms to perform 
calculations. Where can youth learn to overcome 
obstacles like these? 

Robotics programs have become commonplace at 
school districts across the state; more and more 
students are getting the opportunity to utilize 
complex mathematics, and creative skills, engineering 
functioning robots that perform specific challenges – 
like shooting Frisbees at a target, sinking basketballs 
or climbing a steel pyramid.

High school students from San Francisco Unified’s 
Lowell HS Team 4159 and Glendale Unified’s 
Clark Magnet HS FIRST Team 696, are just two of 
the thousands of teams competing against their peers 
from across the state and nation, designing, 
programming and building these full-sized robots in 
just a matter of weeks.

Part of the teens’ mission is to spread this fever for 
math, science and technology to younger students in 
programs like that of the Arroyo Vista Charter 
School in Chula Vista. Arroyo Vista’s Coyote-Bots 
participate in the First LEGO League – a global 
robotics program for children ages 9 to 14. The team, 
formed in 2008, is made up of 10 students and led 
by advisor, Margaret Cannon. Each year, they build 
and program a LEGO NXT robot, which earns 
points by solving missions on a game table. 

Additionally, the students research a real-world 
engineering challenge and present their innovative 
solution to FFL judges.

“The idea behind the program is to make science and 
technology as exciting and valued as high school 
sports,” said Brian Cooley, advisor to the 70 students 
that make up Team 4159. He said the team allows 
the students to gather valuable experience at a young 
age and challenges their imaginations. 

A number of companies sponsor the teams financially 
and through valuable mentoring hours. For them, 
the teams are an avenue to cultivate the next 
generation of engineers, mathematicians and 
scientists that our country so badly needs, Cooley said.

“The world is a competitive place full of average 
people,” said David Black advisor to 34 Glendale 
USD students on FIRST Team 696,” To get ahead, 
students need skills that are unique and marketable.” 

He said the program teaches students to excel and 
gain valuable skills that will set them apart in college 
and in the workplace. Students from the team have 
gone on to study engineering at the undergraduate, 
masters and even PhD level at some of the nation’s 
finest universities. 

“When our alumni return to our program as mentors, 
it gives me great pride to see that our hard work has 
paid off as these students become successful young 
adults,” Black said.
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      olar energy is sparking the fire of scientific 
exploration in Norwalk-La Mirada USD high 
school students. Each year for the last three years, 
teens between the ages of 15 and 18 are chosen from 
the Introduction to Engineering Design or Principles 
of Engineering classes at Norwalk and John Glenn 
high schools by instructor Manny Parras to 
participate in the Solar Cup competition. 

Over several months the teens design, build and 
decorate a boat that runs on solar power on a budget 
of $2,500. The work gives the students a taste of all 
the things that are possible through science and 
technology, said Parras, who provides the students 
with guidance but leaves all the hands on work of 
building the boat to them. “It gets them more 
engaged, they can see it applied.”

Next up? The district has been invited to  
participate in the prestigious Shell Eco-Marathon. 
Parras already has a sponsor lined up to cover the 
costs of building a car that runs on an alternative 
energy source.

Science

Solar
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cOMMiTMENT TO ExcEllENcE

SELF is committed to excellence in both our internal operations and in the 
relationships we foster with our vendor partners. 

Claims Management
The SELF Board brought the Excess Liability Program claims management 
operations in house in 2010.

Since that time, CEO Eric J. Lucas, JD, CPCU, ARM, and the SELF Board have 
developed a set of key principals by which SELF’s involvement in members’ 
liability claims is guided.

The Claim Management Policy Statement, which is posted on the SELF website, 
outlines these principals and clearly states what members can expect from SELF 
in terms of coverage determination and settlement participation. The goal in 
developing this document was to clearly define SELF’s role in claims that reach 
the SELF layer, to foster trust with the membership and to improve communication. 

The Excess Workers’ Compensation Program ceased offering new coverage effective July 1, 2010. SELF assisted the remaining members in the program with finding 
alternative coverage going forward.

Excess Workers’ Compensation PROGRAM - Total PAYMENTS by FISCAL year, 1996-2013

(with recoveries deducted)

Reinsurance Partners
SELF has worked hard to establish solid relationships with each of the reinsurers 
involved with the core Excess Liability Program layer - $20 million in excess of $5 
million and the Optional Excess Liability layers above $25 million. 

Munich Re, Great American, Allied World Assurance Company (U.S.) Inc. and 
Lexington Insurance are all continuing partners with SELF and all hold only the 
highest ratings – A- rated or higher – with A. M. Best.

The continuing long-term relationships with these well-capitalized partners further 
strengthens SELF’s financial security. 
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The SELF Board has made an ongoing commitment to provide members with the 
resources they need to reduce liability in their districts. SELF offers periodic 
workshops and seminars, interactive online training resources and distributes 
timely materials to accomplish this goal. SELF also partners with our member JPAs 
through co-sponsorship of their own training events. 

Training Seminars

SELF has been addressing difficult issues affecting California schools through 
workshops for nearly 15 years. Over time, as the needs of SELF’s members 
changed, the “When Bad Things Happen to Good Schools” seminars were 
converted from annual live workshops to periodic webinars. 

Recently these webinars have focused on Special Education Transportation and 
Special Education & District Liability issues. Recorded copies of these webinars 
can be found stored in the Resource Center for viewing at members’ leisure. 

Risk Management Resource Website

SELF continues to work with long-time partner in2vate, llc to provide an 
interactive risk management resource website to SELF members. The SELF 
Resource Center is free to all employees of active members. 

The Resource Center contains online training courses in Preventing Child Sexual 
Abuse, Bullying Prevention (including Cyber-bullying), Technology Safety & 
Security, the mandated California Sexual Harassment Prevention (AB 1825) 
training and the FACTA Identity Theft “Red Flag” Regulatory Compliance 
Guidance training. An additional “member’s choice” option from in2vate’s 
expansive online training catalogue is also offered as a benefit to SELF members 
as well as crisis management resources.

SELF Risk Services Clearinghouse

Established in 2010 by the SELF Board, the Risk Services Clearinghouse provides 
endorsement of approved products that further the interests of SELF and the 
quality of education and/or environment for students and staff. 

SELF evaluates risk and safety related products for the clearinghouse based on 
key qualities such as measurable results, cost effectiveness and alignment with 
SELF’s core values and goals.

Current inductees include the Safe School Ambassadors Program, an anti-
bullying program; Making Right Choices, an educator boundary and sexual 
misconduct training; and InjureFREE, a web-based sports injury reporting and 
tracking application.

Quarterly Newsletter

SELF Awareness provides members with timely updates on SELF’s activities  
and programs, relevant legislative and legal news and valuable risk 
management information. Nearly half of SELF’s members receive this  
publication by electronic mail.

Program Fact Sheet

In the spring, SELF distributes a useful reference card which summarizes programs 
and coverage offerings and provides current rates and contact information.

Association Partnering

SELF continues to establish new relationships with organizations that will be 
beneficial to its members.

Legislative Advocacy

SELF partners with School Services of California, Inc. to keep abreast of pending 
legislation that could have a negative impact on its membership. The SELF  
Board has taken steps to actively oppose legislation that will hurt California’s 
schools and is committed to pursuing legislative avenues to address concerns of 
the members.

SELF’s Website

SELF maintains a website to provide our members with a convenient source for 
information and updates on SELF’s activities. By visiting our website, you’ll be 
able to obtain rate, program, meeting and training information. You can also 
request certificates of coverage, determine when to file a claim and access the 
SELF Resource Center through the website: www.selfjpa.org

MEMbEr rESOurcES
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The SELF Board is independent of any 
member or sponsoring organization. 
Board membership is made up of 16 
elected representatives and a host of 
appointed alternates employed by 
member districts in varied positions 
from chief business officials, top-level 
administration, risk management and 
human resources. The representatives 
are elected to four-year terms by 
districts in their respective SELF Areas. 
Half of the Board is up for election 
every two years. 

bOard Of dirEcTOrS



Executive 

The Executive Committee is comprised of 
the SELF Board Officers and each of the 
four committee chairs. This committee 
meets regularly and is kept informed on 
the workings of the other committees with 
input from each committee chair. This 
committee also reviews financial, claims 

and program information. 

Its regular responsibilities include:

•	 Personnel
•	 Organizational	issues
•	 Policy	review

cOMMiTTEES

Left	to	right: John Didion, Vice Chair,  

Diane Crosier, Liability Claims & Coverage,  

Michael Gregoryk, Past Chair/Member-at Large, 

Tony Nahale, Workers’ Compensation Claims & 

Coverage, Adam Hillman, Comptroller,  
Nancy Anderson, Member Services & 

Communications, John Falappino, Chair,  

Karla Rhay, Secretary.  

 

Not	Pictured: Eva Lueck, Finance

12



Finance

The Finance Committee oversees the fiscal 
operations of SELF and makes 
recommendations to the Board that ensure 
financial stability. It is responsible for:

•	 Financial	and	investment	operations
•	 Operating	budget
•	 Actuarial	and	financial	audit	services
•	 Rate-setting	process
•	 Equity	distribution	process
•	 Vendor	contracts	and	evaluations

Left	to	right: Kevin McElroy,  

Toan Nguyen, Teresa Scott, Vice Chair,  

Peter Hardash, Alternate. 

Not	Pictured: Eva Lueck, Chair, Richard Hare, 

Alternate, Renee Hendrick, Alternate

Liability Claims and Coverage

This committee oversees the liability claims 
operations of SELF. Its responsibilities 
include:

•	 Reviewing	claims	and	making	
recommendations	to	the	Board	on	
settlement	or	defense	of	claims

•	 Determining	coverage	issues	and	other	
activities	relating	to	those	claims

•	 Facilitating	and	developing	cooperative	
relationships	with	members	and	their	TPAs

•	 Annually	reviewing	the	coverage	terms	
and	conditions	of	SELF’s	Memorandum	
of	Coverage	and	preparing	changes,	if	
any,	with	input	from	membership,	SELF’s	
Chief	Executive	Officer,	insurance	
consultants	and	coverage	counsel	for	
the	review	and	approval	of	the	Board		
of	Directors

Left	to	right:	John Didion, Vice Chair,  
Diane Crosier, Chair, Ashley Fenton, Alternate, 
David Flores, Alternate, Adam Hillman,  
Robin Fawkes, Alternate.

Not Pictured: Dave George,  
Charlie Ng, Alternate
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Workers’ Compensation Claims and Coverage
Member Services and COMMUNICATIONS

This committee oversees the workers’ 
compensation claims operations of SELF.  
Its responsibilities include:

•	 Reviewing	workers’	compensation	
claims	and	making	recommendations	
to	the	Board	on	settlement	or	defense	of	
claims	

•	 Determining	coverage	issues	and		
other	activities	relating	to	workers’	
compensation	claims

•	 Facilitating	and	developing	cooperative	
relationships	with	members	and		
their	TPAs

•	 Annually	reviewing	the	coverage	terms	
and	conditions	of	SELF’s	Workers’	
Compensation	Memorandum	of	
Coverage	and	preparing	changes,	if	

This committee serves as a dynamic 
resource for developing and disseminating 
risk management and membership 
information through effective 
communication strategies.  
It is responsible for:

•	 Risk	management	information
•	 Training	programs
•	 SELF	website	management
•	 Data	collection
•	 Membership	marketing,	procurement		

and	retention

Left	to	right: O.D. Burr, Alternate, Denise Smith, 
Vice Chair, Nancy Anderson, Chair, Karla Rhay.  

Not	Pictured: Norine Tweedie,  
Brinda Leon, Alternate, Ed Eng, Alternate.

any,	with	input	from	membership,	SELF’s	
Director	of	Workers’	Compensation,	
insurance	consultants	and	coverage	
counsel	for	the	review	and	approval	of	
the	Board	of	Directors

Left	to	right: George Linn, Cathy Reineke,  

Vice Chair, Tony Nahale, Chair.

Not	Pictured: Richard Hare, Alternate,  

Stephen Hosler, Alternate.
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The board of directors and Members

Report on the Financial Statements
We have audited the accompanying basic financial statements of Schools 
Excess Liability Fund, which are comprised of the statements of net position as of 
June 30, 2013 and 2012, and the related statements of revenues, expenses and 
change in net position, statements of cash flows for the years then ended, and 
related notes to the financial statements. 

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these basic financial statements 
based on our audits. We conducted our audits in accordance with auditing 
standards generally accepted in the United States of America, the State 
Controller’s Minimum Audit Requirements for California Special Districts 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 plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected 
depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant 
to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s 

iNdEPENdENT audiTOr’S rEPOrT

internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all 
material respects, the respective net position of Schools Excess Liability Fund, as 
of June 30, 2013 and 2012, and the respective changes in net position and cash 
flows for the fiscal years then ended in accordance with accounting principles 
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America 
require that the Management’s Discussion and Analysis on pages18 through 
22, the Reconciliation of Claims Liability by Type of Contract on page 32, 
and the Claims Development Information on pages 33 through 35 be 
presented to supplement the financial statements. Such information, although 
not a part of the financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the 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 accepted in the United States of America, which consisted 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 financial statements, and other knowledge we obtained during our 
audit of the financial statements. We do not express an opinion or provide any 
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assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the 
financial statements that collectively comprise the Schools Excess Liability Fund’s 
financial statements. The Combining Statements of Net Position, Combining 
Statements of Revenues, Expenses and Change in Net Position, and Schedule of 
Investments are presented for purposes of additional analysis and are not a 
required part of the financial statements. 

The Combining Statements of Net Position, Combining Statements of Revenues, 
Expenses and Change in Net Position, and Schedule of Investments are the 
responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the financial 
statements. Such information has been subjected to the auditing procedures 
applied in the audits 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 financial 
statements or to the 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 Statements of Net 
Position, Combining Statements of Revenues, Expenses and Change in Net 
Position, and Schedule of Investments are fairly stated, in all material respects, in 
relation to the financial statements as a whole. 

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our 
report dated September 23, 2013 on our consideration of Schools Excess Liability 
Fund’s internal control over financial reporting and on 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 results of 
that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering Schools 
Excess Liability Fund’s internal control over financial reporting and compliance. 

Crowe Horwath LLP

Sacramento, California

September 23, 2013 17



description of basic financial Statements

SELF operates as an enterprise fund and uses an accrual basis of accounting. 
This report includes the basic financial statements for SELF in accordance with 
the relevant Governmental Accounting Standards and accounting principles 
generally accepted in the United States of America. Financial statements 
include amounts based upon reliable estimates and judgments. The annual 
financial report consists of four parts: Management’s Discussion and Analysis, 
Basic Financial Statements, Notes to the Basic Financial Statements and 
Supplementary Information.

•	 The	Management’s	Discussion	and	Analysis	is	where	SELF’s	financial	activities	
are explained, based on currently known facts and conditions.

•	 The	Basic	Financial	Statements	include	the	Statements	of	Net	Position,	
Statements of Revenues, Expenses and Change in Net Position and the 
Statements of Cash Flows, using the direct method for the fiscal years ending 
June 30, 2013 and 2012. These statements give an overall financial picture of 
SELF compared to the prior fiscal year. These can be used to quickly assess 
the financial performance over the reported fiscal years.

•	 The	Notes	to	the	Basic	Financial	Statements	are	an	integral	part	of	the	
financial statements and provide details on SELF membership, accounting 
policies, claim reserves and IBNR (incurred but not reported), and other 
information in the statements.

•	 The	Required	Supplementary	Information	provides	data	on	Claims	Liabilities	
by type of contract for the fiscal years ended June 30, 2013 and 2012 and 
Claims Development Information for self-insured program years by type of 
fund for the most recent 10 years.

•	 The	Supplementary	Information	includes	Combining	Statements	of	Net	
Position, and Combining Statements of Revenues, Expenses and Change in 
Net Position for fiscal years ended June 30, 2013 and 2012. Accounting for the 
individual funds is maintained internally to show the performance and activity 
of each fund.

Management’s discussion and analysis

Schools Excess Liability Fund (SELF), a member-owned and operated self-
insurance pool, has provided coverage to California’s public educational 
community for more than 25 years and currently serves approximately 560 
educational entities. Founded in 1986 in response to a nationwide insurance 
crisis that left most schools unable to purchase or unable to afford excess liability 
coverage, SELF was designed and created by schools to provide a reliable 
source for catastrophic coverage. Now more than 25 years later, SELF continues 
to provide excess liability coverage and claims administration as well as risk 
management training and resources to its members. The administrative offices 
are based in Sacramento where SELF has invested in a building that provides 
additional office space for commercial lease and offers conference facilities at 
no charge to member entities.

SELF is governed by the membership through an elected Board of 16 active and 
vigilant representatives and a host of appointed alternates. The Board of 
Directors is comprised of representatives from K-12 districts, community colleges 
and county offices of education. From within this group, the Board elects a 
Chair, Vice Chair, Secretary, Comptroller, and Member-At-Large to serve as an 
Executive Committee.

SELF’s daily operations are administered by a Chief Executive Officer and full- 
time support staff. The Chief Executive Officer is responsible for the administration 
of policies as set forth by SELF’s organizational documents, Bylaws, and the  
Board of Directors.

financial Highlights
The financial position of SELF eroded by approximately $1.1 million this year due 
primarily to a net reduction in investment income, increases in the provision for 
claims and a conscious decision by the board to keep rates low for the liability 
program. However, the net position is in excess of $32 million.

18



Excess Liability Program Statements of Revenues, Expenses  
& Change in Net Position 
For the Years Ended June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
OPERATING REVENUE   
Member contributions, net $ 9,829 $ 10,817 $ 11,376
OPERATING EXPENSES    
Provision for claims and claim   
 adjustment expenses  3,668  1,665  2,374
Commercial excess insurance premiums  6,610  8,296  7,997
Contract services  271    278    340
Administrative expenses    984  1,081   1,066
 Total operating expenses    11,533  11,320  11,777
  Operating loss   (1,704 )    (503 )    (401 )
NON-OPERATING REVENUE    
Investment income  146  809  1,054
Other income    472    1    5
 Total non-operating revenue     618    810  1,059
  Change in net position  (1,086 )  307   658
Net position, beginning of year  33,658  33,351  32,693
Net position, end of year $ 32,572 $ 33,658 $ 33,351

The following are the Condensed Financial Statements for the Excess Liability 
Program and the Excess Workers’ Compensation Program followed by the 
Combined Statements of Net Position and a Combined Statements of Revenues, 
Expenses and Change in Net Position.

condensed financial information
Excess Liability Program Statements of Net Position 
June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
ASSETS  
Current assets $ 12,293 $ 10,545 $ 23,374
Noncurrent assets  35,899  37,351  25,890
Capital assets, net  20  25  35
 Total assets   48,212  47,921   49,299
LIABILITIES   
Current liabilities  1,013  4,069  3,549
Unpaid claims and claim adjustment expenses   14,627  10,194  12,399
 Total liabilities   15,640   14,263   15,948
NET Position   
Net investment in capital assets  -  25  35
Unrestricted    32,572  33,633    33,316
 Total net position $ 32,572 $ 33,658 $ 33,351

Excess Liability Program 
The Excess Liability Program has shown an operating loss in the last three years. 
Structurally the board has limited the funding since the 2008-2009 year in which 
the program was fully insured. As a result there have been operating losses. The 
investment income has been in decline since 2008 and the current year shows 
only a net of $146,000 of investment earnings. The 2013 year also reflects a larger 
than prior years provision for claims liability for the excess of $5 million dollar 
layer. The current year also reflects a credit to the claims expense of $2 million 
dollars for a large excess settlement with United Educators, a prior reinsurer. 

analysis of balances and Transactions
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condensed financial information
Excess Workers’ Compensation Program Statements of Net Position 
June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
ASSETS   
Current assets $ 10,271 $ 14,142 $ 21,356
Noncurrent assets  106,526  108,129  102,704
Capital assets, net  -   -   3
 Total assets  116,797  122,271  124,063
LIABILITIES   
Current liabilities  6,340  3,871  3,508
Unpaid claims and claim adjustment expenses   107,981  114,518  122,067
 Total liabilities    114,321  118,389  125,575
NET POSITION   
Net investment in capital assets  -  -  3
Unrestricted    2,476   3,882     (1,515 )
 Total net position $ 2,476  $ 3,882  $ (1,512 )

Excess Workers’ Compensation Program
In 2013, the Board re-evaluated the funding for the Excess Workers’ 
Compensation Program and approved a revised ten year funding model. The 
net increase in the recognized assessment was $1 million. Although the financial 
statements reflect an increase in the provision for claims for Excess Workers’ 
Compensation of $1.8 million, only about $300 thousand of that was actual 
claims development as estimated by the actuary and the remainder reflects the 
unwinding of the discounted claim value that will occur each year until 
settlement of the liability. Investment income has continued to erode based on 
the low market yields on available investments. The long-term interest rate 
assumption of 2.75% assumes that the future investment earnings will be 
sufficient to fund the discounted claims value.
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Excess Workers’ Compensation Program Statement of Revenues, Expenses  
& Change in Net Position
For the years ended June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
OPERATING REVENUE   
Member contributions $ - $ - $ 195
Member assessment  1,000   4,511   (4,476 )
 Total operating revenues   1,000   4,511   (4,281 )
OPERATING EXPENSES   
Provision for claims and claim   
 adjustment expenses  1,861   (266 )  (542 )
Commercial reinsurance premiums  -  11  360
Contract services   156   91  106
Administrative expenses  469  452  532
 Total operating expenses   2,486  288  456
  Operating (loss) income  (1,486 )    4,223   (4,737 )
NON-OPERATING REVENUE    
Investment income  137  1,171  1,001
Other income (loss)   (57 )   -  1
 Total non-operating revenues   80  1,171  1,002
Change in net position  (1,406 )  5,394   (3,735 )
Net position, beginning of year  3,882   (1,512 )  2,223
Net position, end of year $ 2,476  $ 3,882  $ (1,512 )
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combined Programs  
condensed financial information

Statements of Net Position 
June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
ASSETS  
Current assets $ 22,356 $ 24,569 $ 44,625
Noncurrent assets  142,424  145,480  128,594
Capital assets, net   1,463  1,461   1,555
 Total assets  166,243  171,510  174,774
LIABILITIES   
Current liabilities  7,355  7,942  7,058
Unpaid claims and claim adjustment expenses   122,608  124,712  134,466
 Total liabilities  129,963  132,654  141,524
NET Position   
Net investment in capital assets  1,463  1,461  1,555
Unrestricted   34,817  37,395  31,695
 Total net position $ 36,280 $ 38,856 $ 33,250

Statement of Revenues, Expenses & Change in Net Position
For the Years Ended June 30, 2013, 2012 and 2011, (in thousands)

     2013  2012  2011
OPERATING REVENUE   
Member contributions, net $ 10,829 $ 15,328 $ 7,095
OPERATING EXPENSES   
Provision for claims and claim adjustment expenses  5,529  1,399  1,832
Commercial reinsurance premiums  6,610  8,307  8,357
Contract services/administrative expenses  2,026  2,035  2,236
 Total operating expenses   14,165  11,741  12,425
  Operating (loss) income    (3,336 )   3,587   (5,330 )
NON-OPERATING REVENUE    
Rental income  62  35  9
Investment income  283  1,980  2,055
Other Income   415  4  6
   Total non-operating revenues  760  2,019  2,070
Change in net position  (2,576 )  5,606   (3,260 )
Net position, beginning of year   38,856  33,250  36,510
Net position, end of year $ 36,280 $ 38,856 $ 33,250



Analysis of Overall Financial Position and Results of Operations
SELF paid $10.1 and $21 million in claims (net of reinsurance) on behalf of both 
programs during 2013 and 2012, respectively. SELF’s total assets decreased by 
approximately $5.3 million from the prior year. Total liabilities decreased by 
approximately $2.7 million. SELF’s total assets decreased by approximately $3.2 
million in 2012 compared to 2011. SELF’s total liabilities decreased by 
approximately $8.9 million for the same period, due to a decrease in the 
actuarially determined unpaid claims and claim adjustment expense.

SELF’s total net position for all programs decreased approximately $2.6 million. 
The net position of the Excess Liability Program decreased by approximately $1.1 
million and the Excess Workers’ Compensation Program net position decreased 
by approximately $1.4 million. For the 2012 year compared to the prior year, the 
total net position of the programs increased approximately $5.6 million. The net 
position of the Excess Liability Program increased by $0.3 million and the Excess 
Workers’ Compensation Program net position increased by $5.4 million.

Member contributions for SELF (without regard to assessments) decreased by 
approximately $1 million from the 2011-12 year. This decrease was due to a slight 
decrease in membership in the Excess Liability Program. The Excess Workers’ 
Compensation Program recorded an adjustment to the member assessment of 
approximately $1 million. The 2011-12 contributions (without regard to 
assessments) decreased by approximately $0.1 million from the 2010-11 year. This 
decrease was due to a decrease in membership in the Excess Liability Program. 

There was an adjustment to the member assessment in the Excess Workers’ 
Compensation Program of approximately $4.5 million in 2012.

Overall, operating expenses increased by $2.4 million. This increase in expense 
was due to an increase in the provision for claims and claim adjustment expense. 
Administrative costs remained comparable to the prior year. For the 2012 year 
the operating expenses decreased by $0.8 million from the prior year. This 
decrease in expense was due to a decrease in the administrative expenses and 
a decrease in the provision for claims and claim adjustment expense. 

Discussion of Capital Assets
The majority of SELF’s capital assets are invested in a building located in 
downtown Sacramento. The building houses SELF’s administrative offices and a 
1,000 square foot conference center that is made available to SELF’s members. 
The forty-five percent of SELF’s building that is available for lease is currently 
leased to third parties under non-cancellable leases.

There are no commitments made for capital expenditure in the next year. 
However, certain repairs and improvements of the air conditioning system and 
roof were made.

Contact Information
For information regarding the Management’s Discussion and Analysis contact 
the Chief Fiscal Officer, SELF, 1531 I Street, Suite 300, Sacramento, Ca 95814, 
(916)321-5300.
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condensed financial information condensed financial information

Investments 53%

Cash & Cash Equivalents 5%

Receivables & Prepaid 5%

Assessments 36%

Unpaid Claims & Adjustment Expense 78%

Current Liabilities 0%Capital Assets (net) 1%

Invested in Capital Assets1%

Net Position 21%

Liabilities & Net Position
June 30, 2013

Assets
June 30, 2013
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Statements of Net Position 
June 30, 2013 and 2012, (in thousands)

    2013  2012
ASSETS  
Current assets:
 Cash and cash equivalents (Note 2) $ 7,982 $ 6,784
 Receivables:
  Interest and other receivables  250  460
  Member receivables  5  140
 Investments maturing within one year (Note 2)  7,716  11,255 
 Current portion of member assessment receivable (Note 3) 6,355  5,882
 Prepaid expenses  47  48
   Total current assets  22,355  24,569
Investments, less portion maturing within one year (Note 2) 85,227  82,927
Member assessment receivable (Note 3)  57,198  62,553
Capital assets (Note 4):
 Investment in building, net of accumulated depreciation
  of $1,871 and $1,786 for 2013 and 2012, respectively  1,409  1,394
 Furniture and equipment, net of accumulated depreciation
  of $317 and $305 for 2013 and 2012, respectively  54  67
   Total non-current assets  143,888  146,941
   Total assets  166,243  171,510
LIABILITIES
Current liabilities:
 Accounts payable  455  488
  Unearned contributions  -  54
 Current portion of unpaid claims and claim adjustment
  expenses (Note 5)  6,900  7,400
   Total current liabilities  7,355  7,942
Unpaid claims and claim adjustment expenses (Note 5)  122,608  124,712
   Total liabilities  129,963  132,654
Contingencies (Note 8)
NET POSITION
Net position:
 Net Investment in capital assets (Note 4)  1,463  1,461
 Unrestricted (Note 7)  34,817  37,395
   Total net position $ 36,280 $ 38,856

See accompanying notes to financial statements.
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Statements of Revenues, Expenses & Change in Net Position
For the Years Ended June 30, 2013 and 2012, (in thousands)

    2013  2012
Operating revenues:
 Member contributions $ 9,829 $ 10,817
 Member assessment (Note 3)  1,000   4,511
   Total operating revenues  10,829  15,328
Operating expenses:
 Provision for claims and claim adjustment
  expenses (Note 5)  5,529  1,399
 Commercial reinsurance premiums  6,610  8,307
    12,139  9,706
 General and administrative expenses:
  Contract services  427  369
  Personnel costs (Note 6)  1,036  1,162
  Administrative expenses  307  222
  Travel  122  148
  Office costs  15  18
  Printing and postage  20  22
  Depreciation (Note 4)  99  94
    2,026  2,035
   Total operating expenses  14,165  11,741
   Operating (loss) income  (3,336 )  3,587
Non-operating revenues:
 Rental income  62  35
 Investment income  283  1,980
 Other income   415  4
   Total non-operating revenues  760   2,019
   Change in net position  (2,576 )  5,606
Net position, beginning of year  38,856  33,250
Net position, end of year $ 36,280 $ 38,856
 
See accompanying notes to financial statements.

Statements of Cash Flows 
For the Years Ended June 30, 2013 and 2012, (in thousands)

    2013  2012
Cash flows from operating activities:
 Cash received from members and others $ 16,207 $ 14,774
 Cash paid for claims and settlements  (8,133 )  (10,053 )
 Cash paid for reinsurance  (6,609 )  (8,103 )
 Cash paid to suppliers for goods and services  (924 )  (1,049 )
 Cash paid for employees services  (1,036 )  (1,162 )
  Net cash used in operating activities  (495 )  (5,593 )
Cash flows used in capital and related financing activities:
 Capital expenditures for building, furniture and equipment (101 )  -
Cash flows from investing activities:
 Securities purchased   (98,353 )  (63,738 )
 Securities sold and matured  98,169  54,608
 Rental income received  62  35
 Interest received  1,916  2,729
  Net cash provided by (used in) investing activities  1,794   (6,366 )
Net increase (decrease) in cash and cash equivalents  1,198   (11,959 )
Cash and cash equivalents, beginning of year  6,784  18,743
Cash and cash equivalents, end of year $ 7,982 $ 6,784
Reconciliation of operating (loss) income to net cash
 used in operating activities:
   Operating (loss) income $ (3,336 ) $ 3,587
   Adjustments to reconcile operating (loss) income to
     net cash used in operating activities:
      Depreciation  99   94
      Decrease in member receivables  135   61
      Decrease (increase) in assessment receivable 4,882   (673 )
      Decrease (increase) in prepaid expenses  1   (1 )
      Decrease in reinsurance receivable on
       excess claims  -   205
      Decrease in accounts payable  (33)   (270 )
      (Decrease) increase in deferred contributions  (54)   54
      Decrease in unpaid claims and claim adjustment
       expenses  (2,604)   (8,654 )
      Other income  415   4
     Total adjustments  2,841   (9,180 )
     Net cash used in operating activities $ (495 ) $ (5,593 )
Supplemental schedule of non cash investing activities:
 Change in fair value of investments $ (2,516 ) $ (985 )
 
See accompanying notes to financial statements.



Notes to financial Statements June 30, 2013 and 2012 (in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General Description
Schools Excess Liability Fund (SELF) is a statewide Joint Powers Agency established as a program to 
pool excess liability and workers’ compensation coverage for participating California public 
educational agencies. Effective July 1, 2010, SELF no longer offered an Excess Workers’ 
Compensation Program. SELF will continue to provide administration of this program through the 
claims run-out period. Participation in SELF is voluntary, and members must remain in the program for 
three fiscal years before they are eligible to withdraw.

Membership
Under the SELF Joint Powers Agreement, member districts must make a three-year commitment to 
participate in SELF. Mid-term cancellation or withdrawal is not permitted and members’ annual 
contributions are due in advance. As such, all contributions are earned evenly over the applicable 
coverage year. Withdrawing districts may be entitled to a refund under certain conditions five years 
after withdrawal. There were no amounts held for member withdrawal at June 30, 2013 and  
June 30, 2012.

SELF’s Excess Liability Program membership currently consists of approximately 560 public educational 
entities including school districts, county offices of education, community college districts, charter 
schools, regional occupational programs and education affiliated joint powers authorities.

The Excess Workers’ Compensation Program was discontinued by the Board in 2010, however at the 
height of the program the covered payroll was more than $8.2 billion with membership consisting of 
entire JPAs, individual school districts and community college districts.

Basis of Accounting
The accompanying financial statements are presented as a proprietary fund on the accrual basis of 
accounting in accordance with Governmental Generally Accepted Accounting Principles. Under 
the accrual basis, revenues and the related assets are recognized when earned, and expenses and 
related liabilities are recognized when the obligation is incurred. Operating revenues include 
member contributions net of any applicable rate credits and member assessments. Operating 
expenses include the provision for claims and claim adjustment expenses, insurance premiums, 
premium rebates, and general and administrative expenses. All other revenues and expenses are 
considered non-operating. 

Fund Accounting
The accounts of SELF are organized on the basis of funds, each of which is considered to be a 
separate accounting entity. SELF’s funds have been combined for the presentation of the financial 
statements. The operation of each fund is accounted for by providing a set of separate self-
balancing accounts that are comprised of its assets, liabilities, net position, revenues and expenses. 
SELF maintains three funds that are considered proprietary/enterprise funds. Proprietary funds are 
used to account for activities similar to those found in the private sector, where the determination of 
net income is necessary or useful to sound financial administration.

Reclassifications
Certain reclassifications have been made to the prior year balances to conform with the current 
year presentation and have no effect on Net Position or the change in Net Position.

Programs

Excess Liability 
Since 1986 SELF has provided excess liability insurance to schools and community colleges. 

 Policy Years Member Retentions SELF Layer

 1986 – 1989 $1M $1M – $10M
 1990 $1M – $5M $1M – $12.5M 
 1991 – 2006 $1M – $5M $1M – $15M
 2007 – 2008 $1M – $5M $1M – $20M
 2009 $1M – $5M Fully Insured
 2010 – 2013 $1M – $5M $1M – $25M
With optional purchased coverage:

 Option 1 $20M in excess of $25M
 Option 2 $25M in excess of $25M

Excess Worker’s Compensation
In 1990 SELF added excess worker’s compensation coverage.

 Policy Years Member Retentions SELF Retention

 1990 –1999 $250K – $2M $2M
 2000 – 2004 $250K – $1M $1M
 2004 – 2010 $350K – $1M $1M

2010 was the last policy year SELF offered excess workers’ compensation insurance coverage.

Excess Insurance
SELF enters into excess insurance agreements whereby it cedes various amounts of risks to another 
entity. Risks ceded are treated as though they are not risks for which SELF is liable. 

Cash Equivalents
Cash equivalents are investments readily convertible into known amounts of cash with original 
maturities at date of purchase of less than three months.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions. 
Significant estimates for SELF include unpaid claims and claim adjustment expense and member 
assessment receivable. These estimates and assumptions affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from these estimates. 

Investment in Building, Furniture and Equipment
Building, furniture and equipment are carried at cost. Depreciation is determined using the straight-
line method, over the useful lives of the related assets. The useful lives of the building and 
improvements are estimated to be thirty years. SELF has forty-five percent of the building available 



Notes to financial Statements (in thousands)  

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

27

2. CASH, CASH EQUIVALENTS AND INVESTMENTS
(in thousands)

Cash, cash equivalents and investments as of June 30, 2013 and 2012 are reported at fair value and 
consisted of the following:

      Rating  2013  2012
Cash and cash equivalents:
 Cash in bank     $ 5,455 $ 985
 Money Market      988  3,269
 Local Agency Investment Fund     1,539  2,530
  Total cash and cash equivalents    7,982  6,784
Investments:
 United States Agency – FHLB, FNMA,
  FHLMC    AA+ $ 38,423 $ 46,377
 Corporate Notes    AA+, A+, AA, A, AA-  29,298  26,588
 U.S. Treasury    TSY  2,074  9,538 
 Certificates of deposit    A++  20,500  10,262 
 Municipal bonds and notes    AA+, AAA, AA, NR  2,648  1,417
  Total investments      92,943  94,182
  Total cash, cash equivalents and investments  $ 100,925 $ 100,966
Reconciliation to statement of net position:
 Current assets:
  Cash and cash equivalents     $ 7,982 $ 6,784 
  Investments      7,716  11,255
        15,698  18,039
 Non-current assets:
  Investments      85,227  82,927
   Total     $ 100,925 $ 100,966

to lease to third parties under noncancellable leases.

The useful lives of furniture and equipment are estimated to be five years. When assets are sold 
or otherwise disposed of, the cost and related accumulated depreciation are removed from 
the accounts, and any resulting gain or loss is recognized in the statement of revenues, 
expenses and change in net position for the period. The cost of maintenance and repairs is 
charged to expense as incurred.

SELF does not believe there to be any impairment of its capital assets at June 30, 2013. 

Investments and Investment Pools
SELF records its cash in Local Agency Investment Fund (LAIF) and its other investments at fair 
value.  Changes in fair value are reported as non-operating revenue in the statement of 
revenues, expenses and change in net position.  The effect of recording investments and LAIF 
at fair value is reflected as a net change in the fair value of investments on the statement of 
revenues, expenses and change in net position.

Fair value of investments and LAIF has been determined by the sponsoring government based 
on quoted market prices. SELF’s investment in LAIF has been valued based on the relative fair 
value of the entire external pool to the external pool’s respective amortized cost.

Member Assessment Receivable
In the event that a member fails to meet their payment schedule, the member shall be 
charged interest in a manner and amount earned on funds deposited in LAIF, at the time the 
member is delinquent. SELF’s JPA Agreement allows for assessments to address deficit position 
assets. Assessments are based on a pro rata share of each member’s contribution for each 
policy year assessed.

Provisions for Unpaid Claims and Claim Adjustment Expenses
SELF’s policy is to establish unpaid claims and claim adjustment expenses based on estimates of 
the ultimate cost of claims 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 amounts of salvage, subrogation and 
reinsurance recoverable on unpaid claims are deducted from the liability. SELF increases the 
liability for allocated and unallocated claim adjustment expenses. Because actual claims costs 
depend on such complex factors as inflation, changes in doctrine of legal liability, and damage 
awards, the process used in computing unpaid claims and claim adjustment expenses does not 
necessarily result in an exact amount, particularly for excess coverages. Unpaid claims and 
claim adjustment expenses are recomputed periodically using a variety of actuarial and 
statistical techniques to produce current estimates that reflect recent settlements, claim 
frequency, other economic and social factors and estimated payment dates. Adjustments to 
unpaid claims and claim adjustment expenses are charged or credited to expense in the 
period in which they are made. The current portion of the claims liabilities has been estimated 
by an independent actuary using cash flow projections and current claims information.

Member Contributions
Operating revenues and expenses include all activities necessary to achieve the objectives of 
SELF and result from exchange transactions associated with the principle activity of the fund. 
Exchange transactions are those in which each party receives and gives up essentially equal 
values. Non-operating revenues and expenses include investment activities, building income 
from non-exchange and other non-essential activity. 

Commercial Reinsurance Premiums
It is the policy of SELF to purchase additional insurance which covers losses greater than the limits of 
SELF’s excess coverage. Such additional insurance coverage is offered to members through an 
Optional Excess Liability Program (OELP). The OELP premium is reported as part of Member 
Contributions.

SELF purchased specific excess insurance from $1,000 to $2,000 for employers’ liability coverage.

Income Taxes
SELF is an organization comprised of public agencies and is exempt from Federal income and 
California franchise taxes. Accordingly, no provision for Federal or state income taxes has been 
made in the accompanying financial statements.

(continued)



     Maturity 
          Between
         Less Than  One and
      Fair Value  One Year  Five Years
Investment maturities:
 United States Agency – FHLB,
  FNMA, FHLMC   $ 38,423 $ 1,010 $ 37,413
 Corporate Notes    29,298  1,998  27,300
 U.S. Treasury    2,074  -  2,074
 Certificates of deposit    20,500  4,105  16,395
 Municipal bonds and notes    2,648  603  2,045
     $ 92,943 $ 7,716 $ 85,227

Maturities of investments held at June 30, 2012 consist of the following:

     Maturity 
          Between
         Less Than  One and
      Fair Value  One Year  Five Years
Investment maturities:
 United States Agency – FHLB,
  FNMA, FHLMC   $ 46,377 $ 11,255 $ 35,122
 Corporate Notes    26,588  -  26,588
 U.S. Treasury    9,538  -  9,538
 Certificates of deposit    10,262  -  10,262
 Municipal bonds and notes    1,417  -  1,417
     $ 94,182 $ 11,255 $ 82,927

Investment Credit Risk
SELF’s investment policy limits investment choices to obligations of the United States Treasury, its 
agencies and instrumentalities, corporate medium-term notes, commercial paper rated A-1 by 
Standard and Poor’s Corporation or P-1 by Moody’s Commercial Paper Record, bankers’ 
acceptances and repurchase agreements. At June 30, 2013 and 2012, all investments represented 
governmental securities which were issued, registered and held by SELF’s agent in the Agency’s name.

Notes to financial Statements 
June 30, 2012 and 2011 (in thousands) (continued)

US Treasury Downgrade
On August 5, 2011, the Standard & Poor’s lowered its long-term credit rating on debt of the U.S. 
government from AAA to AA+. That action affected Standard & Poor’s view of U.S. public finance 
debt instruments that are directly backed by the U.S. As a result, on August 8, 2011, Standard and 
Poor’s lowered its long-term credit ratings of U.S. government sponsored enterprises and public debt 
issues that have credit enhancement guarantees by those government sponsored enterprises to 
AA+. These credit downgrades relate to the credit risk associated with SELF’s investments in U.S. 
Agency securities.

Custodial Credit Risk
Cash balances held in banks are insured up to $250 by the FDIC. At June 30, 2013, the carrying 
amount of SELF’s accounts was $5,455 and bank balances were $5,842. Of the bank balances, 
$5,322 were not covered by FDIC insurance, but are fully collateralized.

Money Market
SELF has a portion of its cash and cash equivalents in a money market account at a third party 
custodian. The money market account is not covered by FDIC insurance, but is fully collateralized.

Local Agency Investment Fund
SELF places certain funds with the State of California’s Local Agency Investment Fund (LAIF). SELF is a 
voluntary participant in 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 SELF’s investment in the pool is reported in the accompanying 
financial statements based upon SELF’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). Because the Group’s deposits 
are maintained in a recognized Pooled Investment Fund (Fund) under the care of a third party and 
the Group’s share of the pool does not consist of specific, identifiable investment securities owned 
by the Group, no disclosure of the individual deposits and investments or related custodial credit risk 
classifications is required. 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. 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. LAIF is administered by the State Treasurer. As of June 30, 2013, this Fund was 
yielding approximately 0.24% interest annually. LAIF investments are audited annually by the Pooled 
Money Investment 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. 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.

Investment Interest Rate Risk
SELF’s investment policy limits investment maturities to a maximum of five years, with Board approval 
for any investment purchase with a maturity beyond five years as a means of managing its exposure 
to fair value losses arising from increasing interest rates. Maturities of investments held at June 30, 
2013 consist of the following:
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Concentration of Investment Credit Risk

SELF does not place limits on the amount it may invest in any one issuer. At June 30, 2013 and 2012, 
SELF had the following investments that represent more than five percent of the SELF’s net investments:

  2013 2012

 Fannie Mae Notes 30% 16%
 Federal National Mortgage Association 11% 11%
 Certificate of Deposit 22% 11%
 Federal Home Loan Bank  - 22%
 US Treasury  - 10%
 

3. MEMBER ASSESSMENT RECEIVABLE
Adverse loss development and increases in the incurred but not reported (IBNR) claims liability 
resulted in a deficit fund position, for the certain policy years, in the Excess Workers’ Compensation 
Program. Although the program has assets for continued operation, the board approved an 
assessment of Excess Workers’ Compensation as provided in SELF’s JPA Agreement. Assessments are 
based on a pro rata share of each member’s contributions for each year assessed. Based on the 
approved assessment there is now no deficit in this program as a whole. The assessment plan 
provides for collection from members for the ten year period from 2012 – 13 through 2021 – 22 with a 
review of funding status in the 2017 – 2018 fiscal year. At June 30, 2012 and 2013. SELF made no 
allowance for uncollected accounts as management estimated the accounts to be materially 
collectable. The assessment receivables at June 30, 2013 and 2012 are as follows:

    2013  2012
Member assessment receivable $ 63,553 $ 68,435
Less current portion of member assessment receivable  (6,355 )  (5,882 )
Member assessment receivable, non-current $ 57,198 $ 62,553

4. CAPITAL ASSETS
Activity for capital assets for the years ended June 30, 2013 and 2012 included the following:

    2013  2012

Capital assets, net of depreciation – beginning of year $ 1,461 $ 1,555
Purchases  101  -
Current year depreciation  (99 )  (94 )
Capital assets, net of depreciation – end of year $ 1,463 $ 1,461
Investment in building, net of accumulated
 depreciation $ 1,409 $ 1,394
Furniture and equipment, net of accumulated
 depreciation  54  67
   $ 1,463 $ 1,461

5. UNPAID CLAIMS AND CLAIM ADJUSTMENT EXPENSES
As discussed in Note 1, SELF established a liability for both reported and unreported insured events 
for the Excess Workers’ Compensation and the Excess Liability programs. The following represents 
changes in those aggregate liabilities during the years ended June 30, 2013 and 2012:

    2013  2012
Unpaid claims and claim adjustment expenses,
 beginning of year $ 132,112 $ 140,766
Incurred claims and claim adjustment expenses:
 Provision for covered events of current year  6,062  3,925
 Change in the provision for covered events of prior years (533 )  (2,526 )
  Total incurred claims and claim adjustment expenses  5,529  1,399
Payments:
 Claims and claim adjustment expenses attributable to
  covered events of current year  -  -
 Claims and claim adjustment expenses attributable to
  covered events of prior years  8,133  10,053
   Total payments  8,133  10,053
   Total unpaid claims and claim adjustment expenses,
    end of year $ 129,508 $ 132,112

The components of the unpaid claims and claim adjustment expenses as of June 30, 2013 and 2012 
were as follows:

    2013  2012
Reported claims $ 85,580 $ 83,471
Claims incurred but not reported  38,057  44,781
Unallocated loss adjustment expenses (ULAE)  5,871  3,860
    129,508  132,112
Less current portion  (6,900 )  (7,400 )
   $ 122,608 $ 124,712

At June 30, 2013 and 2012, this liability was reported at present value using an expected future 
investment yield assumption of 1.75% for the Liability Program and 2.75% for the Workers’ Compensation 
Program. The workers’ compensation discount rate has been adjusted for the years ended June 30, 
2013 and 2012 to reflect the fact that a portion of the necessary assets is not available. The 
undiscounted liability was $149,634 and $151,008 at June 30, 2013 and 2012, respectively.

(continued)
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The CalPERS Miscellaneous 2% at 55 Risk Pool Plan has an unfunded liability of $362,657 as of June 30, 
2010. This liability will be amortized through higher employer pension rates applied over a 30 year 
period as determined by CalPERS.

Trend Information for CalPERS Miscellaneous 2% at 55 Risk Pool

 Fiscal Year Annual Percentage Net Pension

 Ending Pension of APC Obligation

 June 30, Cost (APC) Contributed (Asset)

 2010     $ 112  100% $ - 

 2011     $ 119  100% $ -

 2012     $ 149  100% $ -

 2013     $ 116  100% $ -

Funded Status of the Plan

           UAAL

  Entry Age     as a

  Normal Actuarial Unfunded  Annual Percen- 

 Valuation Accrued Value of Liability Funded Covered tage of

 Date  Liability Assets (UAAL) Status Payroll Payroll

 2008 $ 2,780,281 $ 2,547,323 $ 232,958 91.6% $ 688,607 33.8%

 2009 $ 3,104,798 $ 2,758,511 $ 346,287 88.9% $ 742,981 46.6%

 2010 $ 3,309,065 $ 2,946,408 $ 362,657 89.0% $ 748,401 48.5%

7. DESIGNATED NET POSITION
        2013  2012
Designated for contingency     $ 34,667 $ 37,193
Designated for errors and omissions    150  150
Designated for building improvements    -  52
 Designated net position     $ 34,817 $ 37,395

The Board of Directors established the designation for contingency at the actuary’s 
recommendation, to provide extra protection to the fund, and to further reduce the level of risk  
to members.

8. CONTINGENCIES
SELF is subject to legal proceedings and claims which arise in the ordinary course of business. In the 
opinion of management, the amount of ultimate liability with respect to these actions will not 
materially affect the financial position or results of operations of SELF.

Notes to financial Statements (in thousands) (continued)

6. EMPLOYEE RETIREMENT PLAN
Qualified employees are covered under an agent multiple-employer defined benefit pension plan 
maintained by the California Public Employees’ Retirement System (CalPERS), an agency of the 
State of California.

Plan Description
SELF contributes to the California Public Employees Retirement System. CalPERS provides retirement 
and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. CalPERS acts as a common investment and administrative agent for participating 
public entities within the State of California. State statute and SELF policy establish benefits provisions 
and all other requirements. Copies of the CalPERS annual financial report may be obtained from the 
CalPERS Executive Office at 400 P Street, Sacramento, California 95814.

Funding Policy
Participants are required to contribute 8% of their annual covered salary. Under a 2006 Board 
resolution, SELF makes the contribution required of SELF management staff on their behalf and for 
their account. SELF is required to contribute at an actuarially determined rate. SELF’s contribution 
rate on covered payroll for all employees for the year ended June 30, 2013 was 13.369%. The 
contribution requirement of plan members and SELF are established and may be amended by 
CalPERS.

Annual Pension Cost
For the year ended June 30, 2013, SELF’s annual pension cost of $116 for CalPERS was equal to SELF’s 
required and actual contributions. The required contribution was determined as part of the June 30, 
2010 actuarial valuation. A summary of the principle assumptions and methods used to determine 
the annual required contribution is shown below.

Valuation Date June 30, 2010
Actuarial Cost Method Entry Age Normal Cost Method
Amortization Method Level Percent of Payroll
Average Remaining Period 19 Years as of the Valuation Date
Asset Valuation Method 15 Year Smoothed Market
Actuarial Assumptions:
 Investment Rate of Return 7.75% (net of administrative expenses)
 Projected Salary Increases 3.55% to 14.45% depending on Age, Service
    and Type of Employment
Inflation 3.00%
Payroll Growth 3.25%
Individual Salary Growth A merit scale varying by duration of employment
   coupled with an assumed annual inflation
   growth of 3.00% and an annual production
   growth of .25%

SELF had less than 100 active members of the plan as of the June 30, 2010 actuarial valuation. As a 
result, SELF members are required to participate in a larger risk pool, Miscellaneous 2% at 55 Risk Pool.

Unfunded liabilities are amortized as a level percent of pay over a closed 20-year period. Gains and 
losses that occur in the operation of the plan are amortized over a rolling period, which results in an 
amortization of 10% of unamortized gains and losses each year. If the plan’s accrued liability 
exceeds the actuarial value of plan assets, then the amortization payment on the total unfunded 
liability may not be lower than the payment calculated over a 30-year amortization period.
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Excess Workers’ compensation Program
Reconciliation of Claims Liabilities by Type of Contract
For the Years Ended June 30, 2013 and 2012 (in thousands)

    2013  2012
Unpaid claims and claim adjustment expenses at
 beginning of year $ 118,018 $ 125,167
Incurred claims and claim adjustment expenses:
 Provision for covered events of current year  -  -
 Change in provision for covered events of
  prior years  1,861   (266 )
   Total incurred claims and claim adjustment expenses 1,861   (266 )
Payments:
 Claims and claim adjustment expenses
  attributable to covered events of current year  -  -
 Claims and claim adjustment expenses
  attributable to covered events of prior years  5,898  6,883
   Total payments  5,898  6,883
   Total unpaid claims and claim  
    adjustment expenses, end of year $ 113,981 $ 118,018

The components of the unpaid claims and claim adjustment expenses as of June 30, 2013 and 2012 
were as follows:

    2013  2012
Reported claims $ 77,990 $ 80,476
Claims incurred but not reported  31,055  34,661
Unallocated loss adjustment expenses  4,936  2,881
   $ 113,981 $ 118,018
 
See independent auditor’s report.

Excess liability Program
Reconciliation of Claims Liabilities by Type of Contract
For the Years Ended June 30, 2013 and 2012 (in thousands)

    2013  2012
Unpaid claims and claim adjustment expenses at
 beginning of year $ 14,094 $ 15,599
Incurred claims and claim adjustment expenses:
 Provision for covered events of current year  6,062  3,925
 Change in provision for covered events of prior years  (2,394 )  (2,260 )
  Total incurred claims and claim adjustment expenses  3,668   1,665

Payments:
 Claims and claim adjustment expenses
  attributable to covered events of current year  -  -
 Claims and claim adjustment expenses
  attributable to covered events of prior years  2,235  3,170
  Total payments  2,235  3,170
  Total unpaid claims and claim adjustment  
   expenses, end of year $ 15,527 $ 14,094

The components of the unpaid claims and claim adjustment expenses as of June 30, 2013 and 2012 
were as follows:

    2013  2012
Reported claims $ 7,590 $ 2,995
Claims incurred but not reported  7,002  10,120
Unallocated loss adjustment expenses  935  979
   $ 15,527 $ 14,094



claims development information
For the Years Ended June 30, 2013 and 2012

The tables that follow illustrate how the Fund’s earned revenues (net of 
reinsurance) and investment income compare to related costs of loss (net of loss 
assumed by reinsurers) and other expenses assumed by the Fund as of the end 
of each of the previous ten years for the Excess Liability and Workers’ 
Compensation programs. The rows of the tables are defined as follows:

1. Total of each fiscal year’s gross earned premiums, rate credits, amounts of 
premiums ceded, and reported premiums (net of reinsurance) and reported 
investment revenue allocated to each policy year.

2. Each fiscal year’s other operating costs of the Program including overhead 
and loss adjustment expenses not allocable to individual claims. The change 
in unallocated loss adjustment expenses (ULAE) is separately identified.

3. Program’s gross incurred losses and allocated loss adjustment expense, losses 
assumed by reinsurers, and net incurred losses and loss adjustment expense 
(both paid and accrued) as originally reported at the end of the year in 
which the event that triggered coverage occurred (called policy year).

4. Cumulative net amounts paid as of the end of successive years for each 
policy year.

5. Latest reestimated amount of losses assumed by reinsurers for each policy year.

6. Policy year’s net incurred claims as of the end of successive years. This 

annual reestimation results from new information received on known claims, 
reevaluation of existing information on known claims, as well as emergence 
of new claims not previously known.

7. Compares the latest reestimated net incurred claims amount to the amount 
originally established (line 5) and shows whether this latest estimate of claims 
cost is greater or less than originally thought. As data for individual policy 
years mature, the correlation between original estimates and reestimated 
amounts is commonly used to evaluate the accuracy of incurred claims 
currently recognized in less mature policy years.

8. Outstanding unpaid claims and claim adjustment expenses as of June 30, 
2013 for each policy year.

The columns of the tables show data for successive policy years.
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Excess Liability Program
Claims Development 
Information

June 30, 2013 
(in thousands)
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Fiscal and Policy Year Ended June 30,
       2004   2005   2006   2007   2008   2009   2010   2011   2012   2013
(1) Premiums revenue:
   Earned  $ 21,079  $ 21,400  $ 23,820  $ 17,198  $ 10,600  $ 9,998  $ 14,268  $ 11,376  $ 10,817  $ 9,829
   Ceded (by policy year)  (2,568 )  (2,188 )  (2,465 )  (2,999 )  (3,017 )  (7,955 )  (10,345 )  (7,997 )  (8,296 ) $ (6,610 ) 
   Cumulative interest earned 
    (by policy year)  3,654   5,964   6,414   3,330   1,786   142   254   90   38   25
   Net earned contribution
     and investment income $ 22,165  $ 25,176  $ 27,769  $ 17,529  $ 9,369  $ 2,185  $ 4,177  $ 3,469  $ 2,559  $ 3,244
 (2) Unallocated expenses $ 1,178  $ 1,634  $ 1,460  $ 1,508  $ 1,320  $ 1,396  $ 1,777  $ 1,406  $ 1,369  $ 1,265
 (3) Estimated incurred claims and 
   expenses, end of policy year:
    Incurred  $ 8,748  $ 8,638  $ 14,916  $ 7,648  $ 3,454  $ -  $ 4,755  $ 3,732  $ 3,652  $ 5,697
    Ceded  -   -   -   -   -   -   -   -   -   -
   Net incurred $ 8,748  $ 8,638  $ 14,916  $ 7,648  $ 3,454  $ -  $ 4,755  $ 3,732  $ 3,652  $ 5,697
(4) Paid (cumulative) as of:
   End of policy year $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
   One year later $ 954  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
   Two years later $ 3,561  $ 5,222  $ 225  $ 4,000  $ -  $ -  $ -  $ 4,005
   Three years later $ 9,224  $ 5,232  $ 1,218  $ 4,130  $ 967  $ -  $ -
   Four years later $ 11,299  $ 9,770  $ 3,967  $ 20,114  $ 2,319  $ -
   Five years later $ 12,120  $ 16,823  $ 6,507  $ 20,930  $ 2,365
   Six years later $ 12,218  $ 27,881  $ 6,597  $ 20,947
   Seven years later $ 19,346  $ 30,998  $ 6,599
   Eight years later $ 19,729  $ 28,481
   Nine years later $ 19,733

(5) Re-estimated ceded losses 
  and expenses $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
(6) Re-estimated incurred claims 
  and expenses:
   End of policy year $ 8,748  $ 8,638  $ 14,916  $ 7,648  $ 3,454  $ -  $ 4,755  $ 3,732  $ 3,652  $ 6,602 
   One year later $ 15,078  $ 17,039  $ 9,813  $ 12,496  $ 7,727  $ -  $ 3,048  $ 3,043  $ 2,210
   Two years later $ 19,099  $ 19,437  $ 7,484  $ 7,566  $ 2,604  $ -  $ 1,746  $ 5,142
   Three years later $ 20,387  $ 27,910  $ 2,670  $ 6,778  $ 7,524  $ -  $ 721
   Four years later $ 17,328  $ 20,329  $ 5,731  $ 23,080  $ 4,354  $ -
   Five years later $ 12,623  $ 22,679  $ 7,301  $ 22,128  $ 2,528
   Six years later $ 15,349  $ 28,234  $ 6,713  $ 21,074
   Seven years later $ 20,000  $ 30,998  $ 6,599
   Eight years later $ 20,211  $ 28,481
   Nine years later $ 20,249

(7) (Decrease) increase in esti-
  mated incurred claims and 
  expenses from end  
  of policy year $ 11,470  $ 19,843  $ (8,317 ) $ 13,418  $ (936 ) $ -  $ (4,077 ) $ 1,341  $ (1,575 ) $ -
(8) Unpaid claims and claim
  adjustment expenses with ULAE $ 516  $. -  $ -  $ 127  $ 163  $ -  $ 721  $ 1,137  $ 2,210  $ 6,062 

Note: Beginning July 1, 1999, SELF began discounting claim liabilities.



Excess Workers’  
Compensation Program 
Claims Development Information
June 30, 2013 
(in thousands)
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Fiscal and Policy Year Ended June 30,
      2004   2005   2006   2007   2008   2009   2010   2011   2012   2013
(1)  Premium revenue:
   Earned $ 15,454  $ 9,603  $ 9,957  $ 11,237  $ 5,622  $ 4,155  $ 3,561  $ -  $ -  $ -
   Ceded  (6,808 )  (7,284 )  (5,848 )  (7,643 )  (2,141 )  (1,955 )  (1,685 )  -   -   -
   Cumulative interest earned
    (by policy year)  3,330   2,319   1,433   923   748   300   103   -   -   -
   Net earned $ 11,976  $ 4,638  $ 5,542  $ 4,517  $ 4,229  $ 2,500  $ 1,979  $ -  $ -  $ -

(2) Unallocated expenses $ 581  $ 574  $ 751  $ 1,084  $ 1,009  $ 824  $ 1,095  $ -  $ -  $ -
(3) Estimated incurred claims and
  expense, end of policy year:
   Incurred $ 4,789  $ 4,516  $ 5,057  $ 2,974  $ 907  $ 2,067  $ 2,145  $ -  $ -  $ -
   Ceded  -   -   -   -   -   -   -   -   -   -
   Net incurred $ 4,789  $ 4,516  $ 5,057  $ 2,974  $ 907  $ 2,067  $ 2,145  $ -  $ -  $  -
(4) Paid (cumulative) as of:
   End of policy year $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
   One year later $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
   Two years later $ -  $ -  $ -  $ 82  $ -  $ -  $ -  $ -
   Three years later $ -  $ -  $ -  $ 102  $ -  $ 188  $ 81
   Four years later $ -  $ -  $ -  $ 112  $ -  $ 491
   Five years later $ 104  $ 190  $ -  $ 650  $ 61
   Six years later $ 361  $ 234  $ -  $ 787
   Seven years later $ 782  $ 359  $ -
   Eight years later $ 1,009  $ 460
   Nine years later $ 1,258

(5) Re-estimated ceded losses
  and expenses $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -  $ -
(6) Re-estimated incurred claims
  and expense:
   End of policy year $ 4,789  $ 4,516  $ 5,057  $ 2,974  $ 907  $ 2,067  $ 1,870  $ -  $ -  $ -
   One year later $ 4,274  $ 5,243  $ 2,750  $ 3,018  $ 1,608  $ 2,667  $ 2,145  $ -  $ -
   Two years later $ 5,562  $ 3,580  $ 2,590  $ 3,727  $ 2,668  $ 3,278  $ 2,139  $ -
   Three years later $ 4,981  $ 3,349  $ 2,856  $ 3,523  $ 3,740  $ 3,373  $ 2,252
   Four years later $ 5,136  $ 3,648  $ 2,273  $ 3,900  $ 3,162  $ 3,814
   Five years later $ 6,804  $ 3,709  $ 2,226  $ 3,736  $ 2,957
   Six years later $ 6,624  $ 3,533  $ 1,568  $ 3,464
   Seven years later $ 6,142  $ 3,702  $ 1,524
   Eight years later $ 6,402  $ 3,619
   Nine years later $ 6,388

(7) Increase (decrease) in esti-
  mated incurred claims  
  and expense from end of 
  policy year $ 1,599  $ (899 ) $ (3,533 ) $ 490  $ 2,030  $ 1,747  $ 107  $ -  $ -  $  -
(8) Unpaid claims and claim
  adjustment expense with ULAE $ 5,130  $ 3,158  $ 1,524  $ 2,683  $ 2,876  $ 3,324  $ 2,171  $ -  $ -  $  -

Note: Beginning July 1, 1999, SELF began discounting claim liabilities.
See independent auditor’s report.
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       Excess
       Workers’
    Excess   Compen-  
    Liability sation Building Total
ASSETS
Current assets:
 Cash and cash equivalents $ 6,357  $ 1,614  $ 11  $ 7,982
 Interest and other receivables  104   146   -   250
 Member receivables  -   5   -   5
 Investments maturing within one year  5,614   2,102   -   7,716
 Current portion of assessments receivable -   6,355   -   6,355
 Prepaid expenses  31   5   11   47 
 Due from/to other programs  187   44   (231 )  -
   Total current assets  12,293   10,271   (209 )  22,355
Investments, less portion maturing
 within one year  35,899   49,328   -   85,227
Assessment receivable, less current portion  -   57,198   -   57,198
Capital assets:
 Investment in building, net  -   -   1,409   1,409
 Furniture and equipment, net  20   -   34   54
   Total non current assets  35,919   106,526   1,443   143,888
   Total assets  48,212   116,797   1,234   166,243
LIABILITIES
Current liabilities:
 Accounts payable  113   340   2   455
 Current portion of unpaid claims
  and claim adjustment expenses  900   6,000   -   6,900
   Total current liabilities  1,013   6,340   2   7,355
Unpaid claims and claim adjustment 
 expenses  14,627   107,981   -   122,608
   Total liabilities  15,640   114,321   2   129,963
NET POSITION
Net investment in capital assets  -   -   1,463   1,463
Unrestricted  32,572   2,476   (231 )  34,817
   Total net position $ 32,572  $ 2,476  $ 1,232  $ 36,280

       Excess
       Workers’
    Excess   Compen-  
    Liability sation Building Total
ASSETS
Current assets:
 Cash and cash equivalents $ 4,953  $ 1,829  $ 2  $ 6,784
 Interest and other receivables  286   174   -   460
 Member receivables  48   92   -   140
 Investments maturing within one year  5,111   6,144   -   11,255
 Current portion of assessments receivable -   5,882   -   5,882
 Prepaid expenses  26   7   15   48
 Reinsurance receivable on excess claims 
 Due from/to other programs  121   14   (135 )  -
   Total current assets  10,545   14,142   (118 )  24,569
Investments, less portion maturing
 within one year  37,351   45,576   -   82,927
Assessment receivable, less current portion  -   62,553   -   62,553
Capital assets:
 Investment in building, net  -   -   1,394   1,394
 Furniture and equipment, net  25   -   42   67
  Total non current assets  37,376   108,129   1,436   146,941
  Total assets  47,921   122,271   1,318   171,510
LIABILITIES
Current liabilities:
 Accounts payable  115   371   2   488
 Unearned Contributions  54   -   -   54
Current portion of unpaid claims
  and claim adjustment expenses  3,900   3,500   -   7,400
   Total current liabilities  4,069   3,871   2   7,942
Unpaid claims and claim 
 adjustment expenses  10,194   114,518   -   124,712
   Total liabilities  14,263   118,389   2   132,654
NET POSITION
Net investment in capital assets  25   -   1,436   1,461
Unrestricted  33,633   3,882   (120 )  37,395
   Total net position $ 33,658  $ 3,882  $ 1,316  $ 38,856
See independent auditor’s report on supplementary information.

SuppleMentARy inFoRMAtion
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       Excess
       Workers’
    Excess   Compen-  
    Liability sation Building Total
Operating revenues:
 Member contributions $ 9,829  $ -  $ -  $  9,829
 Member assessment  -   1,000   -   1,000
   Total operating revenues  9,829   1,000   -   10,829
Expenses:
 Provision for unpaid claims and
  claim adjustment expenses  3,668   1,861   -   5,529
 Commercial reinsurance premiums  6,610   -   -   6,610
       10,278   1,861   -   12,139
 General and administrative 
  expenses:
   Contract services  271   156   -   427
   Personnel costs  662   374   -   1,036
   Administrative expenses  191   56   60   307
   Travel  91   31   -   122
   Office costs  8   7   -   15
   Printing and postage  19   1   -   20
   Depreciation  13   -   86   99
     Total general and administrative  1,255   625   146   2,026
     Total operating expenses  11,533   2,486   146   14,165
     Operating (loss) income  (1,704 )  (1,486 )  (146 )  (3,336 )
Non-operating revenues:
 Rental income  -   -   62   62
 Investment income  146   137   -   283
 Other income  472   (57 )  -   415
     Total non-operating revenues  618   80   62   760
Change in net position  (1,086 )  (1,406 )  (84 )  (2,576 )
Net position, beginning of year  33,658   3,882   1,316   38,856
Net position, end of year $ 32,572  $ 2,476  $ 1,232  $ 36,280

Combining Statements of Revenues, Expenses and Change in Net Position
For the Year Ended June 30, 2013 (in thousands)

Combining Statements of Revenues, Expenses and Change in Net Position
For the Year Ended June 30, 2012 (in thousands)

       Excess
       Workers’
    Excess   Compen-  
    Liability sation Building Total
Operating revenues:
 Member contributions $ 10,817  $ -  $ -  $  10,817 
 Member assessment  -   4,511   -   4,511
   Total operating revenues  10,817   4,511   -   15,328
Expenses:
 Provision for unpaid claims and
  claim adjustment expenses  1,665   (266 )  -   1,399
 Commercial reinsurance premiums  8,296   11   -   8,307
       9,961   (255 )  -   9,706
 General and administrative expenses:
   Contract services  278   91   -   369
   Personnel costs  781   381   -   1,162
   Administrative expenses  140   29   53   222
   Travel  118   30   -   148
   Office costs  13   5   -   18
   Printing and postage  20   2   -   22
   Depreciation  9   5   80   94
     Total general and administrative  1,359   543   133   2,035
     Total operating expenses  11,320   288   133   11,741
     Operating (loss) income  (503 )  4,223   (133 )  3,587
Non-operating revenues:
 Rental income  -   -   35   35
 Interest income  809   1,171   -   1,980
 Other income  1   -   3   4
     Total non-operating revenues  810   1,171   38   2,019
Change in net assets  307   5,394   (95 )  5,606
Net position, beginning of year  33,351   (1,512 )  1,411   33,250
Net position, end of year $ 33,658  $ 3,882  $ 1,316  $ 38,856
See independent auditor’s report on supplementary information.
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        Par Value  Fair Value
FHLB Notes:
 3.625% global benchmark notes, matures October 2013 $ 1,000 $ 1,010
FNMA Notes:
 0.0% note, matures June 2017      835  790
 0.0% note, matures June 2017      1,000  946
 0.0% note, matures June 2017      2,000  1,892
 0.0% note, matures June 2017      4,000  3,783
        7,835  7,411
Fannie Mae Notes:
  1.375% note, matures November 2016   5,000  5,069
 1.375% note, matures November 2016   5,000  5,069
        10,000  10,138
Fannie Mae Global Notes:
 0.375% note, matures December 2015   2,595  2,581
 0.375% note, matures December 2015   2,595  2,581
 0.875% note, matures May 2018     3,000  2,899
 0.875% note, matures May 2018     2,000  1,933
        10,190  9,994
Freddie Mac Global Notes: 
 0.500% note, (callable) matures January 2016   5,100  5,073
 1.000% note, matures September 2017   420  415
 1.000% note, matures September 2017   4,435  4,382
        9,955  9,870
Corporate Notes:
 Bank of New York Mellon note, 2.950% matures June 2015  1,055  1,098
 Caterpillar Inc. note, 0.950% matures June 2015   545  548
 Wells Fargo & Co. note, 1.500% matures July 2015   2,000  2,023
 Bank of New York Mellon note, (callable) matures October 2015 465  463
 JPMorgan Chase & Co note, 5.300% matures October 2015  2,300  2,511
 Walt Disney Co note, 0.450% matures, December 2015  375  373
 Bank of New York Mellon, 2.500% matures January 2016  750  776
 John Deere Capital note, 0.750% matures January 2016  750  746
 PepsiCo Inc. note, 0.700% matures February 2016   625  620
 PepsiCo Inc. note, 0.700% matures February, 2016   550  546
 JPMorgan Chase & Co. note, 1.125% matures February 2016  1,800  1,774
 Toyota Motor Credit Co. note, 0.80% matures September 2016  935  930
 Toyota Motor Credit Co. note, 0.80% matures September 2016  766  761
 Walt Disney Co. note, 1.350% matures September 2016  1,000  1,009

        Par Value  Fair Value
Corporate Notes (Continued)
 Walt Disney Co. note, 1.350% matures September 2016 $ 1,000 $ 1,009
 Berkshire Hathaway Inc. note, 1.900% matures January 2017  1,920  1,940
 Berkshire Hathaway Inc. note, 1.900% matures January 2017  1,400  1,415
 General Elec Cap. note, 5.625% matures September 2017  2,000  2,265
 General Elec Cap. note, 5.625% matures September 2017  1,700  1,925
 Chevron Corp. note, 1.104% matures December 2017  500  489
 Chevron Corp (callable) note, 1.104% matures December 2017 425  415
 Microsoft Corp note, 1.00% matures May 2018   550  532
 Microsoft Corp note, 1.00% matures May 2018   400  387
 Apple Inc. note, 1.00% matures May 2018   785  754
 Apple Inc. note, 1.00% matures May 2018   965  927
 Bank of Tokyo Mitsubishi, 0.00% matures November 2013  2,000  1,998
 Berkshire Hathaway note, 1.300% matures May 2018   500  484
 Berkshire Hathaway note, 1.300% matures May 2018   600  580
        28,661  29,298
Us Treasury Notes: 
 1.50% note, matures June 2016     2,025  2,074
Certificate of Deposit: 
 UBS AG Stamford, 0.540% matures February 2014   2,100  2,102
 UBS AG Stamford, 0.540% matures February 2014   2,000  2,002
 Svenska Handelsbanken NY 0.461% matures, October 2014  2,000  2,002
 Svenska Handelsbanken NY 0.461% matures, October 2014  2,000  2,002
 Bank of Nova Scotia, 0.499% matures October 2014   2,000  2,001
 Australian & N Zealand BK 0.526% matures January 2015  2,400  2,400
 Australian & N Zealand BK 0.526% matures January 2015  2,000  2,000
 Skandinaviska Enskilda NY 0.652% matures April 2015   2,000  2,000
 Skandinaviska Enskilda NY 0.652% matures April 2015   2,000  2,000
 Rabobank Nederland, 0.600% matures April 2015   2,000  1,991
        20,500  20,500
Other:
 Sonoma County CA Rev, 2.118% matures December 2013  600  603
 Sonoma County CA Rev, 2.554% matures December 2014  300  306
 Metro Wtr Dist Auth CA Rev Bonds, 0.943% matures July 2015  500  500
 CA ST Dept of Water Rev Bonds, .650% matures December 2015 900  900
 CA ST Dept of Water Rev Bonds, .991% matures December 2016 340  339
        2,640  2,648
       $ 92,806 $ 92,943 
See independent auditor’s report on supplementary information.
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independent auditor’s 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 STaNdardS

To The board of directors and Members 
Schools Excess liability fund
We have audited, in accordance with the auditing standards generally 
accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the basic financial statements of 
Schools Excess Liability Fund which comprise the statement of net position as of 
June 30, 2013, and the related statements of revenues, expenses and change in 
net position, statements of cash flows for the year then ended, and the related 
notes to the financial statements and have issued our report thereon dated 
September 23, 2013.

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered 
Schools Excess Liability Fund internal control over financial reporting (internal 
control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the 
effectiveness of Schools Excess Liability Fund internal control. Accordingly, we do 
not express an opinion on the effectiveness of Schools Excess Liability Fund 
internal controls.

A deficiency in internal control exists when the design or operation of a control 
does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, misstatements on a 
timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a 

deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by 
those charged with governance. 

Our consideration of internal control was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all 
deficiencies in internal control that might be material weaknesses or significant 
deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Schools Excess 
Liability Fund 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 over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part 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.

Crowe Horwath LLP 
Sacramento, California 

September 23, 2013
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Member JPA’s 2012-2013

Golden State Risk Management Authority

Northern California Schools Insurance Group

Shasta-Trinity Schools Insurance Group

Schools Insurance Group

Tri-County Schools Insurance Group

Santa Clara Schools Insurance Group

Valley Insurance Program

San Mateo County Schools  
 Insurance Group

Alliance of Schools for Cooperative  
 Insurance Programs

San Diego County Schools Risk  
 Management JPA

Southern California Schools Risk  
 Management JPA

South Orange County Property & Liability JPA

West San Gabriel Liability & Property JPA 
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Facsimile (916) 321-5311

E-mail info@selfjpa.org 
Website www.selfjpa.org

Risk Management Associations

Association of Governmental Risk Pools (AGRIP)

Public Agency Risk Management Association (PARMA)

California Association of Joint Powers Authorities (CAJPA)

Public Risk Management Association (PRIMA)

Risk & Insurance Management Society (RIMS)

Professional Organizations

Association of California School Administrators (ACSA)

California Association of School Business Officials (CASBO)

California Coalition on Workers’ Compensation 

California School Board Association (CSBA)
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