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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 613 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, charter schools, 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. 
 
 

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 Assets, Statements of 
Revenues, Expenses and Change in Net Assets and the Statements of Cash Flows, using 
the direct method for the fiscal years ending June 30, 2012 and 2011.  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, 2012 and 2011 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 Assets, and 
Combining Statements of Revenues, Expenses and Change in Net Assets for fiscal years 
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ended June 30, 2012 and 2011.  Accounting for the individual funds is maintained 
internally to show the performance and activity of each fund. 

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

CONDENSED FINANCIAL INFORMATION 
Excess Liability Program 

 
 

Statements of Net Assets 
(in thousands) 

    
 June 30, 2012 June 30, 2011 June 30, 2010 

ASSETS    
Current assets $10,545 $23,374 $24,475 
Noncurrent assets 37,351 25,890 36,788 
Capital assets, net          25          35          43 

Total assets   47,921   49,299   61,306 
    
LIABILITIES    
Current liabilities 4,069 3,549 7,826 
Unpaid claims and 
     claims adjustment expense  

 
  10,194 

 
12,399 

 
  20,787 

Total liabilities   14,263   15,948   28,613 
    
NET ASSETS    
Invested in capital assets 25 35 43 
Net assets   33,633   33,316   32,650 

Total net assets $33,658 $33,351 
 

$32,693 

    
 
 
 
 
 



5. 

CONDENSED FINANCIAL INFORMATION 
Excess Liability Program (continued) 

 
 
 

Statement of Revenues, Expenses & Change in Net Assets 
(in thousands) 

For the Years Ended June 30, 2012, 2011 and 2010 
 2012 2011 2010 
OPERATING REVENUE    
Member contributions, net $10,817 $11,376 $14,268 
    
OPERATING EXPENSES     
Provision for claims and claim    
     adjustment expense 1,665 2,374 7,401 
Commercial excess insurance premiums 8,296 7,997 10,345 
Contract services                               278    340 556 
Administrative expenses     1,081     1,066     1,221 

Total operating expenses   11,320   11,777   19,523 
Operating loss      (503)      (401)   (5,255) 

    
NON-OPERATING REVENUE     
Interest income 1,387 1,769 2,116 
Net change in fair market value of                          

investments 
 

(578) 
 

(715) 
 

124 
Other income            1            5            1 

Total non-operating revenue         810     1,059     2,241 
    

Change in net assets 307 658 (3,014) 
Net assets, beginning of year   33,351   32,693   35,707 
Net assets, end of year $33,658 $33,351 $32,693 

 
ANALYSIS OF BALANCES AND TRANSACTIONS  

 
Excess Liability Program 
 
Excess Liability Program remains financially stable.  The program paid claims of more than $3.3 
million in the current fiscal year.  The decrease in total assets of approximately $1.4 million from 
the prior year is primarily due to the payment of these claims offset by a decrease in the 
provision for claims and claim adjustment expenses. The decrease in total assets of 
approximately $12 million for the 2011 compared to 2010 was due to the payment of claims 
offset by a decrease in administrative cost and a decrease in the provision for claims and claim 
adjustment expenses.  In addition to positioning the investment portfolio based on SELF’s cash 
needs, SELF utilizes an investment advisor to structure the portfolio.  The advisor analyzes the 
market trends and advises SELF as to investment strategies.  The investment strategy is executed 
within the investment policy reviewed and adopted by the Board of Directors on an annual basis.  
The investment reports are reviewed quarterly by the Finance Committee. 
 
Long-term liabilities decreased by approximately $2.2 million from the prior year due to the 
claims paid reducing the outstanding claims ultimate loss estimates. Long-term liabilities 
decreased by approximately $8 million for the year 2011 to 2010 due to the claims paid reducing 
the outstanding claims ultimate loss estimates. 
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The SELF portfolio of open claims remains stable since 7/1/10, when SELF brought the claim 
and litigation management function in-house.  The move to an in-house operation has also 
allowed SELF to improve communication with members on claim issues. 
  
Net assets increased by approximately $.3 million as of result of an operating loss of $.5 million 
offset by the non-operating revenue of $.8 million. Net assets increased by approximately $.7 
million from 2010 to 2011 due to the claims paid reducing the outstanding claims ultimate loss 
estimates. 
 
Member contributions for the Excess Liability Program decreased by $.6 million due to a 
decrease in members.  The operating expenses decreased by $.5 million due to a decrease in the 
ultimate loss development of $.7 million, offset by an increase in commercial excess insurance of 
$.3 million  and an increase in personnel and administrative costs of $.02 million.  There was 
also a decrease in member contributions from 2010 to 2011 due to a decrease in members and 
slight increase in rates.   The operating expenses for 2011 decreased by $7.7 million due to a 
decrease in the ultimate loss development of $5 million, a decrease in commercial excess 
insurance of $2.3 million and a slight decrease in personnel and administrative costs of 
$155,000, as compared to 2010.   SELF is operating at a 12% expense ratio for its administrative 
and contract services. 
 
 
 

CONDENSED FINANCIAL INFORMATION 
Excess Workers’ Compensation Program 

 
Statements of Net Assets 

(in thousands) 
    
 June 30, 2012 June 30, 2011 June 30, 2010 

ASSETS    
Current assets $  14,142 $   21,356 $26,789 
Noncurrent assets 108,129 102,704 107,276 
Capital assets, net ______ -              3            8 

Total assets   122,271   124,063 134,073 
    
LIABILITIES    
Current liabilities 3,871 3,508 3,940 
Unpaid claims and 
     claim adjustment expense  

 
  114,518 

 
  122,067 

 
127,910 

Total liabilities   118,389   125,575 131,850 
    
NET ASSETS    
Invested in capital assets - 3 8 
Net assets        3,882      (1,515)     2,215 

Total net assets $     3,882 $   (1,512) $  2,223 
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CONDENSED FINANCIAL INFORMATION 
Excess Workers’ Compensation Program (continued) 

 
 

Statement of Revenues, Expenses & Change in Net Assets 
(in thousands) 

For the Years Ended June 30, 2012,  2011 and 2010 
 2012 2011 2010 
OPERATING REVENUE    
Member contributions - $        195 $   3,561 
Member assessment $  4,511     (4,476)   (2,978) 
                        Total operating revenues                              4,511 (4,281) 583 
    
OPERATING EXPENSES    
Provision for claims and claim    
     adjustment expense (266) (542) 8,136 
Commercial reinsurance premiums 11 360 1,685 
Contract services                               91                   106                 591 
Administrative expenses        452          532        442 

Total operating expenses        288          456   10,854 
Operating income (loss)      4,223     (4,737) (10,271) 

    
NON-OPERATING REVENUE     
Interest income 1,257 1,369 1,597 
Net change in fair value of investments  (86) (368) 651 
Other income            -              1             - 
    

Total non-operating revenues      1,171       1,002     2,248 
    

Change in net assets 5,394 (3,735) (8,023) 
Net assets, beginning of year   (1,512)       2,223   10,246 
Net assets, end of year $  3,882 $  (1,512) $  2,223 

 
 
Excess Workers’ Compensation Program 
 
The decrease in total assets of approximately $1.8 million is primarily due to the decrease in 
long-term member assessments.  The decrease in total assets of approximately $10 million for 
2011 compared to 2010 was due primarily to the decrease in long-term member assessments as 
well as payments of claims. 
 
 Long-term liabilities decreased by approximately $7.5 million for the year, primarily due to the 
decrease in ultimate loss estimates from the prior years. For 2011 compared to 2010 the long-
term liabilities decreased by approximately $6.3 million for the year, primarily due to the 
decrease in ultimate loss estimates as well. 
 
Net assets increased by approximately $5.4 million, due to the adjustment to member 
assessments.  Since the Workers’ Compensation Program is in run-off, the Board approved the 
member assessments funded at a 65% confidence level in order to build the reserve account. 
Regarding the 2011 to 2010 year net assets decreased by approximately $3.7 million, due to the 
adjustment to member assessments for revenues claimed in prior years.   These amounts were 
offset by the $1.0 million investment revenue. 
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In June 2010 SELF’s Board of Directors decided to no longer offer an Excess Workers’ 
Compensation shared risk layer.  Member assessments were adjusted by $4.5 million for the 
current year to offset the deficit from prior years and to recognize a contingency fund for the 
program.  The operating expenses decreased primarily due to a decrease in the commercial 
reinsurance premiums and a decrease in contract and administrative cost.  Member assessments 
were adjusted by $(4.5) million in 2011 as a result of long-term member assessments recognized 
for prior years.  The operating expenses decreased in 2011 primarily due to a decrease in the 
provision for claims and claim adjustment expense of $8.7 million and a decrease in commercial 
excess insurance. 
 
 
 

CONDENSED FINANCIAL INFORMATION 
 

Statement of Net Assets 
(in thousands) 

    
 June 30, 2012 June 30, 2011 June 30, 2010 

ASSETS    
Current assets $24,569 $44,625 $ 51,300 
Noncurrent assets 145,480 128,594 144,064 
Capital assets, net     1,461     1,555     1,610 

Total assets 171,510 174,774 196,974 
    
LIABILITIES    
Current liabilities 7,942 7,058 11,767 
Unpaid claims and claim 
     adjustment expense  

 
124,712 

 
134,466 

 
148,697 

Total liabilities 132,654 141,524 160,464 
    
NET ASSETS    
Invested in capital assets 1,461 1,555 1,610 
Net assets   37,395   31,695   34,900 

Total net assets $38,856 $33,250 $36,510 
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Statement of Revenues, Expenses & Change in Net Assets 
(in thousands) 

For the Years Ended June 30, 2012, 2011 and 2010 
 

 2012 2011 2010 
OPERATING REVENUE    
Member contributions, net $   15,328 $  7,095 $14,851 
    
OPERATING EXPENSES    
Provision for claims and claim    
     adjustment expense 1,399 1,832 15,537 
Commercial reinsurance premiums 8,307 8,357 12,030 
Contract services/administrative expenses       2,035       2,236     2,969 

Total operating expenses     11,741     12,425   30,536 
Operating income (loss)       3,587     (5,330) (15,685) 

    
NON-OPERATING REVENUE     
Rental income 35 9 44 
Interest income 2,644 3,138 3,713 
Net change in fair value of investments (664) (1,083) 775 
Other Income             4             6               1 

Total non-operating revenues      2,019      2,070      4,533 
    

Change in net assets 5,606 (3,260) (11,152) 
Net assets, beginning of year    33,250    36,510   47,662 
Net assets, end of year $ 38,856 $ 33,250 $36,510 



10. 
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ANALYSIS OF OVERALL FINANCIAL POSITION AND RESULTS OF OPERATIONS 
 
SELF overall remains financially stable in its Excess Liability Program and as it winds down the 
Excess Workers’ Compensation Program.  SELF paid $10.1 million in claims (net of 
reinsurance) on behalf of both programs in the current fiscal year. SELF paid $21 million in 
claims (net of reinsurance) for both programs in the 2011 fiscal year.   SELF’s total assets 
decreased by approximately $3.3 million from the prior year.  Total liabilities decreased by 
approximately $8.9 million, due to a decrease in the actuarially-determined unpaid claims and 
claim adjustment expense.    The total assets in SELF decreased by approximately $22 million in 
2011 compared to 2010.  Total liabilities decreased by approximately $19 million in 2011, due to 
a decrease in the actuarially-determined unpaid claims and claim adjustment expense. 
 
Total net assets for all of SELF’s programs increased approximately $5.6 million.  The net assets 
of the Excess Liability Program increased by $.3 million and the Excess Workers’ Compensation 
Program net assets increased by $5.4 million.  For the 2011 year compared to 2010 the total net 
assets for all SELF’s programs decreased approximately $3.3 million.   The net assets of the 
Excess Liability Program increased by $.7 million and the Excess Workers’ Compensation 
Program net assets decreased by $3.7 million. 
  
Member contributions for SELF (without regard to assessments) decreased by approximately $.1 
million from the prior 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 $4.5 million.  In 2011, member contributions 
(without regard to assessments) decreased by approximately $6.3 million from 2010.  This 
decrease was due to a decrease in membership in the Excess Liability Program and the decision 
of the Board not to offer an Excess Workers’ Compensation Program.  Additionally, there was 
an adjustment to the member assessment of approximately ($4.5) million in 2011. 
 
Overall, operating expenses decreased by $.8 million.  This decrease in expense was due to a 
decrease in the provision for claims and claim adjustment expense and a reduction in 
administrative costs.  In 2011, the operating expenses decreased by $18.1 million from 2010.  
This decrease in expense was due to a decrease in the commercial excess insurance premiums, a 
decrease in the provision for claims and claim adjustment expense and a reduction in 
administrative costs. 
 
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.  Forty five percent of SELF’s 
building is available for lease to third parties under non-cancellable leases. 
 
There are no commitments made for capital expenditure in the next year. 



12. 

 
ANALYSIS OF SIGNIFICANT VARIATION BETWEEN ORIGINAL AND FINAL 

BUDGET AMOUNTS 
 

Excess Liability Program 
(in thousands) 

For the Year Ended June 30, 2012 
 

        Budget/ 
  Original   Final  Dollar Budget  Dollar  Actual 
  Budget   Budget  Variance Variance  Actual  Variance Variance 

REVENUE        
        

Member Contributions  $ 10,784           $  10,817 $     33 .31%  $  10,817 $    - .0% 
Interest Income   1,226       1,226  - 0% 1,387  161 13.13% 
Other Income          12           12             -          0%                1       (11) (91.67%)  
Total Revenue    12,022        12,055  33 .27% 

 
12,205  150 

 
1.24% 

 
        

EXPENDITURES        
Personnel Services 873 812 (61) (6.99%) 781 (31) (3.82%) 
Contract Services 277 247  (30) (10.83%) 278 31 12.55% 
Services & Supplies     429        417  (12) (2.80%) 300 (117) (28.06%) 
Self Insurance 4,476  4,476  - 0% 1,665 (2,811) (62.80%) 
Excess Insurance 8,816       8,816            -           0%     8,296    (520)       ( 5.90%) 
Total Expenditures 14,871    14,768  (103)      (.69%) 11,320  (3,448)  (23.35%) 

         
Unrealized Gain (Loss) 
on Investments                      

 
- 

 
- 

 
- 

 
- 

 
(567) 

 
(567) 

 
(100.0%) 

Gain (Loss) on Sale of 
Investments 

 
            - 

 
             - 

 
           -       

             
             -             

 
         (11) 

 
        (11) 

 
  100.0% 

Increase (decrease) in net 
assets 

 
$   (2,849) 

  
$ (2,713) 

 
$     136 

 
  (4.77%) 

 
$       307 

 
$ 3,020 

 
  (111.32%) 

 
The decrease in expenses is due to a decrease in loss development expense in the self-insurance 
recommended by SELF’s actuary.  The decrease in personnel services was due to the vacancy in 
the CEO position.  The increase in contract services was primarily due to an increase in 
consultants contracts that was not known at the time of the midyear budget adjustments.  
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Excess Workers’ Compensation Program 
(in thousands) 

For the Year Ended June 30, 2012 
 

        
  Original   Final  Dollar Budget  Dollar  Actual 
  Budget   Budget  Variance Variance  Actual  Variance Variance 

REVENUE        
        

Member Assessments       $      (555) $   (555)  $    0%  $  4,511     $5,066 912.79% 
Interest Income 1,193  1,193  - 0% 1,257  64 5.36% 
Other Income                 1                1            -          0%                -               (1)         (100)%  
Total Revenue    639  639 - 0% 5,768  5,129 802.66% 

        

EXPENSES        
Personnel Services 397 397  - 0% 381 (16) (4.03%) 
Contract Services 92 97 5 5.43% 91 (6) (6.19%) 
Services & Supplies    150 157 7 4.67% 71 (86) (54.78%) 
Self Insurance -  -  - 0% (266) (266) (0%) 
Excess Insurance                  -            -                            --          0%         11           11             0% 
Total Expenditures 639    651  12        1.88%  288  (363)           (55.76%) 

        
Unrealized Gain (Loss) 
on Investments 

                 -                     -                  -               -  (418) (418) (100.0%)              

Gain (Loss) on Sale of 
Investments 

                 -                  -               -               -        332         332      100.0%              
 

Increase (decrease) in 
net assets 

$              0 $         (12) $    (12)        (0%) $  5,394 $ 5,406  45,050.00% 

 
The large variance in the member assessments from the budget is due to the Board approving the 
funding of the assessment using a 65% confidence level since the Workers’ Compensation 
Program is in runoff, this method of funding will maintain a reasonable contingency margin for 
the program. 
 
In keeping with past practice, SELF’s Finance Committee and Board of Directors will continue 
to focus attention on the overall funding of the Excess Workers’ Compensation Program by 
review of SELF’s “Workers’ Compensation Shared Risk Layer Plan Fund Adjustment” as 
established by the Board in June 2002 and amended in June 2007. 
 
SELF’s Board of Directors decided as of June 2010 to no longer offer an Excess Workers’ 
Compensation shared risk layer.  SELF staff is continuing to work on the run off claims with an 
emphasis on claims resolution and financial stability. 
 
Staff annually reviews the workers’ compensation financial position for each open program year 
based on SELF’s actuarial study and draft financial statements to determine if a refund or an 
assessment is declared. 
 
Contact Information 
 
For information regarding the Management Discussion and Analysis contact the Chief Fiscal 
Officer, SELF, 1531 I Street, Suite 300, Sacramento, Ca  95814, (916)321-5300. 
 
In November 2011, the partners and professionals of Perry-Smith joined Crowe Horwath LLP.  
SELF has maintained the same team of professionals that completed the prior year’s audit. 
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