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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
California Joint Powers Insurance Authority
La Palma, California

Report on the Financial Statements

We have audited the accompanying Statement of Net Position of California Joint Powers Insurance 
Authority (Authority) as of June 30, 2015 and 2014 and the aggregate remaining fund information and the 
related Statement of Revenues, Expenses and Changes in Net Position and Statement of Cash Flows for 
the years then ended and the 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 financial statements based on our audit. We 
conducted our audit in accordance with 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, and the State Controller’s Minimum Audit 
Requirements for California Special Districts.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of 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 
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.
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the California Joint Powers Insurance Authority as of June 30, 2015 and 2014 and 
the results of its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America, as well as accounting systems prescribed 
by the State Controller’s Office and state regulations governing special districts.

Other Matters

Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming an opinion on the basic financials statements of the 
Authority.  The Supplementary Information, as listed in the table of contents, is presented for purposes of 
additional analysis and is not a required part of the basic financial statements.  

Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements.  Such information has 
been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the 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 Supplementary Information as listed in the table of 
contents is fairly stated in all material respects in relation to the financial statements as a whole.
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Change in Accounting Principle

As discussed in Note 1l to the financial statements, in 2015 the Authority adopted new accounting 
guidance, GASB Statement No. 68, Accounting and Financial Reporting for Pensions – an amendment of 
GASB Statement No. 27, and GASB Statement No. 71, Pension Transition for Contribution Made 
Subsequent to the Measurement Date – an amendment of GASB Statement No. 68. The Authority has not 
restated the actual and pro forma effect of the Statements on the financial statements as of and for the year 
ended June 30, 2014. This data is not readily available due to an actuary study not being prepared in 
accordance with GASB 68 for measurement dates prior to June 30, 2014. Our opinion is not modified 
with respect to this matter.

The effects of this restatement are described in Note 8 to the basic financial statements.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 18, 2016
on our consideration of California Joint Powers Insurance Authority’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 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 the 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 California Joint 
Powers Insurance Authority’s internal control over financial reporting and compliance.

James Marta & Company LLP
Certified Public Accountants
Sacramento, California
March 18, 2016
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Management’s Discussion and Analysis 
 
 
As management of the California Joint Powers Insurance Authority (Authority), we offer readers 
of the Authority’s financial statements this narrative overview and analysis of financial activities for 
the fiscal year ended June 30, 2015.  This report is provided in order to enhance the information 
in the financial statements, and should be reviewed in concert with them, as well as the 
accompanying notes and supplementary information. 
 
 
Background and Governance 
 
The Authority was created in 1977 under a joint exercise of powers agreement with thirty-three 
members in accordance with the California Government Code Section 6500, et seq.  As of 
June 30, 2015 the Authority consisted of one hundred nineteen participating member agencies 
including ninety-seven cities, fifteen joint powers authorities, and seven special districts.  The 
Authority was created to provide programs to protect its members, their officers, employees, and 
property against unavoidable losses through pooling of losses, self-insurance, and purchasing 
insurance.  The Authority is governed by a Board of Directors, consisting of one member of the 
governing body of each member agency, and by an Executive Committee of the Board of 
Directors. 
 
  
Financial Highlights, Fiscal Year 2015 
 

 Operating revenues decreased -10.5% to $79.1 million 
 Operating expenses decreased -5.9% to $78.9 million 
 Incurred claims expenses decreased -10.4% to $49.3 million 
 Excess and reinsurance premiums increased +0.5% to $15.8 million 
 Beginning net position was restated: reduced by $3.1 million, due to the pension liability 
 Prior to the restatement, the change in net position was +3.8% to $102.4 million 
 After the restatement, the change in net position was +0.7% to $99.3 million 

 
 
Financial Summary by Program 
 
Liability 
 
During 2015 the liability program’s net position decreased by $2.4 million, driven primarily by an 
increase in claim reserves, coupled with a decrease in contributions.  Ultimate claim costs have 
remained fairly flat in the liability program for most open coverage years with the exception of 
the 2014 coverage year, which experienced an increase of $4.9 million or 16.7%.  However, 
there were off-sets from older coverage years that experienced a reduction, most notably 2012 
and 2013, which had ultimate claim costs marked down by a combined $5.1 million by the 
actuary, based on the last 12 months of development.  The 2014 coverage year, which had a 
spike in reserves, is not subject to routine annual retrospective adjustment, as a result most 
members who participate in the liability program received a retrospective refund.  On a net basis 
$5.6 million was refunded to members. 
 
Workers’ Compensation 
 
The net position of the workers’ compensation program increased by $5.6 million from a 
beginning balance of $23.2 million to an ending balance of $28.8 million.  Claim payments were 
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down -7.9% year over year, and aggregate claim reserves were relatively flat.  Ultimate claim 
costs for older coverage years (2013 and prior) have remained relatively stable; however, 2014 
experienced a reduction relative to prior estimates.  Ultimate claim costs for 2014 decreased by 
$1.8 million or -7.8%. 
 
Insurance Programs 
 
Insurance programs include the all-risk property protection program, and the pollution legal 
liability program.  The net position of insurance programs increased in 2015 by $606,975 to $3.4 
million. 
 
Agency Funds 
 
The Agency Fund accounts for assets and liabilities of the Central Coast Cities Self Insurance 
Fund for Workers’ Compensation, which was established for tail claims occurring before 
July 1, 2004.  Agency funds are included in this report on the Statement of Fiduciary Assets 
and Liabilities and in footnote 10. 
 
 
Graphical Highlights 
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Total operating expenses were $78.9 million in 2015, which was a -5.9% decrease from the 
prior year.  The most significant contributing factor to the decrease was lower claim reserves 
needed for the workers’ compensation program.  Operating expenses are divided into the 
following categories: (1) coverages, (2) general and administrative, and (3) contractual services.  
Incurred claims expenses are composed of net claim payments as well as the change in claim 
reserves as determined by an independent actuary. 
 
Excess and reinsurance premiums are a significant part of the cost of coverage.  In 2015 the 
Authority paid $16.4 million in excess and reinsurance premiums for all coverage programs, 
including the property insurance program, which represented no material change from the prior 
year.  On a consolidated basis, 2015 coverage expenses totaled $70.8 million. 
 
Total assets as of June 30, 2015 were $304.6 million.  Cash and investments made up 78.6% of 
the assets, while retrospective deposits receivable from members made up 15.8%.  Footnote 5 
provides more detailed information on retrospective deposit balances. 
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Net Position Designations 
 
Net Investment in Capital Assets 
 
“Net investment in capital assets” is the designation for fixed assets including land, buildings, 
office equipment, and software qualified under GASB 51 guidelines.  Items subject to depreciation 
are reported net of depreciation on the Statement of Net Position. 
 
Unrestricted 
 
“Unrestricted” is the designation for the liability of incurred claims in excess of the expected 
probability level.  Unrestricted net position may be used to finance day-to-day operations without 
constraints established by debt covenants, enabling legislation, or other legal requirements.  
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Summary of the 

Statement of Net Position 

June 30, 2015, 2014, and 2013 
 
 

 
 
 
 
 
 

 

 

 

 

 

 

CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Summary of the Statement of Revenues, Expenses, and Changes in Net Position 

For the Fiscal Years Ended June 30, 2011 and 2010 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Summary of the 

Statement of Revenues, Expenses, and Changes in Net Position 

For the Fiscal Years Ended June 30, 2015, 2014, and 2013 
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Description of the Basic Financial Statements 
 
The Authority’s financial statements are prepared in conformity with accounting principles 
generally accepted in the United States of America, using the accrual basis of accounting, which 
necessarily include amounts based upon reliable estimates and judgments.  The basic financial 
statements are designed to provide readers with a broad overview of the Authority’s finances, in 
a manner similar to a private-sector business. 
 
The Basic Financial Statements: Statement of Net Position, Statement of Revenues, Expenses, 
and Changes in Net Position, Statement of Cash Flows, and Statement of Fiduciary Assets and 
Liabilities, are included along with Notes to the Basic Financial Statements and Supplementary 
Information to clarify unique accounting policies and financial information.  Both the Notes to the 
Basic Financial Statements and the Supplementary Information are essential to a comprehensive 
understanding of this report. 
 
 

Statement of Net Position 
 

The Statement of Net Position presents information on all of the Authority’s assets and 
liabilities, with the difference reported as the net position.  Over time, increases or 
decreases in net position may serve as a useful indicator of the pool’s financial 
condition. 

 
Statement of Revenues, Expenses, and Changes in Net Position 

 
The Statement of Revenues, Expenses, and Changes in Net Position presents 
information showing revenues versus expenses during the fiscal year, and the resulting 
effect on the net position.  All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related 
cash flows.  Some revenues and expenses are reported in this statement with related 
cash flows that will take place in future fiscal periods. 

 
Statement of Cash Flows 

 
The Statement of Cash Flows presents information showing how the Authority’s cash 
was provided and how it was used.  The statement distinguishes between cash flows 
from: operating activities, capital and related financing activities, and investing activities.  
The statement also reconciles the operating income to net cash provided by operating 
activities during the fiscal year. 
 
Statement of Fiduciary Assets and Liabilities 

 
The Statement of Fiduciary Assets and Liabilities presents information on all the assets 
and liabilities of the Authority’s agency funds.  Agency funds are used to account for 
situations where the Authority’s role is purely custodial.  All assets reported in agency 
funds are offset by a liability, accordingly there is no net position reported for agency 
funds.  
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Financial Management and Control  

Authority management is responsible for establishing and maintaining an internal control 
structure designed to ensure that assets are protected from loss, theft, and misuse, and to 
ensure that adequate accounting data are compiled to allow for preparation of financial 
statements in conformity with accounting principles generally accepted in the United States. 

The Authority’s Finance Division consists of a Finance Director, a Financial Analyst and a 
Senior Accountant who are responsible for the primary functions of accounting for the Authority.  
The Treasurer and the Chief Executive Officer provide oversight. 

 
Facts or conditions that are expected to have a significant effect on financial position or 
results of operations  
 
GASB 68 became effective this year which requires the reporting of unfunded pension liabilities. 
The Authority participates in CalPERS and has retirement enhancement plans through PARS as 
well.  On a blended net basis the total pension obligation was 76% funded at fiscal year-end.  
The pension obligation was $12 million according to actuarial estimates, and current plan assets 
totaled $9 million, leaving an unfunded liability of approximately $3 million. 
 
 
Cost Containment Strategies 
 
The Authority considers cost containment to be a high priority, as evidenced by the 
implementation of innovative cost containment programs designed to assist member agencies 
in preventing claims, and minimizing the cost of claims when they do occur.    
 
The Authority regards training as an integral component of loss prevention and offers a robust 
training program to its members including academies, workshops, and web-based training.  
Academies are multi-day training opportunities that focus on a particular public sector discipline.  
They present essential theories and techniques, and provide practical risk management 
solutions to public agency managers and elected officials.  Workshops generally offer single-day 
trainings with an emphasis on meeting Cal-OSHA requirements and instruction on best risk 
management practices covering a wide variety of topics. 
 
The Loss Control Action Plan (LossCAP) is another valuable tool that assists members in 
reducing the cost of risk.  LossCAP is a comprehensive, customized risk management action 
plan developed in collaboration with each agency’s staff.  It is based on an analysis of historical 
claims and their root causes, as well as physical on-site inspections.  LossCAP identifies the 
most critical loss exposures unique to each member, and maps out strategies to assist them in 
effectively addressing those exposures.  The action plan is administered by one of five regional 
risk managers located throughout the state to assist members on a regular basis. 
 
The workers’ compensation program contains a series of cost containment mechanisms 
including a process for screening high-risk cases, pharmacy benefit management, utilization 
review, and bill review.  Authority staff reviews lost time claims at four week intervals, high 
exposure losses quarterly, and litigated cases annually. 
 
To encourage the development and implementation of law enforcement policies conducive to 
loss prevention and positive litigation outcomes, the Authority provides for member participation 
in law enforcement policy manual subscription services.  These services monitor and update 
policy language based on recent legislation, best practices, field incidents, regulatory agencies, 
consent decrees, court rulings and other influences that impact law enforcement operations.  
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In addition to the aforementioned items, the Authority’s liability program provides continuous 
consulting support in a variety of ways to help members lower risk exposures.  The employment 
intervention assistance program provides a resource for members to contact the Liability 
Program Manager prior to making key employment-related decisions, thereby avoiding 
unnecessary exposure to employment practice claims.  The Authority then offers guidance, 
along with assistance from legal counsel, by partnering with members to interject valuable risk 
management considerations into the decision-making process.  In some instances, a resolution 
is negotiated early and litigation is avoided altogether. 
 
Ancillary insurance programs which further assist members with cost containment are the 
continuity of operations program and quite zone coverage.    
 
Lastly, the Authority’s website allows members to report critical incidents even before a claim is 
filed, which enables early investigation and analysis of potential exposures.  This advance 
preparation has effectively reduced response times in situations where claims were 
subsequently filed.  It also helps adjusters and Authority staff to streamline critical aspects of the 
claim administration process, since material facts relevant to these cases are identified and 
evaluated early. 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Statement of Net Position 

June 30, 2015 and 2014 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Statement of Revenues, Expenses, and Changes in Net Position 

For the Fiscal Years Ended June 30, 2015 and 2014 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Statement of Cash Flows 

For the Fiscal Years Ended June 30, 2015 and 2014 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Statement of Fiduciary Assets and Liabilities 

June 30, 2015 and 2014 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

 

Notes to the Basic Financial Statements 

Year Ended June 30, 2015 
 
 
 

(1) Summary of Significant Accounting Policies 
 
 
 (a) Program Participation 
 
 All members must participate in the liability protection program and may elect to 

participate in the other programs that are offered by the Authority for workers’ 
compensation and all-risk property protection. Provisions of the joint powers 
agreement prohibit any member from withdrawing for a period of one year from 
its admission date. After completing one year as a participating member and 
upon proper notice, a governmental agency may elect to withdraw from its status 
as a member at the end of a given fiscal year. Such withdrawal, however, will not 
terminate the member’s responsibility for its share of claims and losses incurred 
prior to its withdrawal. 

 
 (b) Programs 
 
  Liability Protection Program – The liability self-insurance coverage administered 

by the Authority for its members includes protection for personal injury, property 
damage, and bodily injury.  Since the program’s inception, modifications have 
been made to the cost allocation formulas to reflect changes in inflation, types of 
exposures covered, and organizational policy.  Claims are pooled separately 
between police and general government exposures.  The following is an 
explanation of how the current cost allocation formula works: 
 
(1) The payroll of each member is evaluated relative to the payroll of other 
members.  A variable credibility factor is determined for each member, which 
establishes the weight applied to payroll and the weight applied to losses within 
the formula.  (2) The first layer of losses includes incurred costs up to $30,000 for 
each occurrence and is evaluated as a percentage of the pool’s total incurred 
costs within the first layer.  (3) The second layer of losses includes incurred costs 
from $30,000 to $750,000 for each occurrence and is evaluated as a percentage 
of the pool’s total incurred costs within the second layer.  (4) Incurred costs in 
excess of $750,000 up to the reinsurance attachment point of $2 million are 
distributed based on the outcome of cost allocation within the first and second 
loss layers.  (5) Costs of covered claims from $2 million to $20 million are paid 
under reinsurance contracts subject to a combined $3 million annual aggregate 
deductible. (6) Costs of covered claims from $20 million up to $50 million are 
covered through excess insurance policies. 
 
The overall coverage limit for each member including all layers of coverage is 
$50 million per occurrence. 
 
Costs of covered claims for subsidence losses are paid by reinsurance and 
excess insurance with a pooled sub-limit of $25 million per occurrence.  This $25 
million subsidence sub-limit is composed of (a) $5 million retained within the 
pool’s SIR, (b) $10 million in reinsurance and (c) $10 million in excess insurance.  
The excess insurance layer has a $10 million annual aggregate. 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 

 
 
 

(1) Summary of Significant Accounting Policies  (continued) 
 
 

 (b) Programs (continued) 
 
Workers’ Compensation Protection Program - The workers’ compensation self-
insurance coverage administered by the Authority for its members includes 
provision of statutory benefits to member employees for work-related injury or 
illness.  Since the program’s inception, modifications have been made to the cost 
allocation formulas to reflect changes in inflation, types of exposures covered, 
and organizational policy.  Claims are pooled separately between public safety 
(police and fire), and general government exposures.  The following is an 
explanation of how the current cost allocation formula works: 
 
(1) The payroll of each member is evaluated relative to the payroll of other 
members.  A variable credibility factor is determined for each member, which 
establishes the weight applied to payroll and the weight applied to losses within 
the formula.  (2) The first layer of losses includes incurred costs up to $50,000 for 
each occurrence and is evaluated as a percentage of the pool’s total incurred 
costs within the first layer.  (3) The second layer of losses includes incurred costs 
from $50,000 to $100,000 for each occurrence and is evaluated as a percentage 
of the pool’s total incurred costs within the second layer.  (4) Incurred costs in 
excess of $100,000 up to the reinsurance attachment point of $2 million are 
distributed based on the outcome of cost allocation within the first and second 
loss layers.  (5) Costs of covered claims from $2 million up to statutory limits are 
paid under a reinsurance policy.  Protection is provided per statutory liability 
under California Workers’ Compensation Law. 
 
Employer’s Liability losses are pooled among members to $2 million.  Coverage 
from $2 million to $5 million is purchased as part of a reinsurance policy, and 
Employer’s Liability losses from $5 million to $10 million are pooled among 
members. 
 
All-Risk Property Protection Program - The Authority has a fully insured all-risk 
property protection program underwritten by several property insurance 
companies. 
 
Pollution Legal Liability Insurance Program – This program was formerly called 
“Environmental Liability Insurance Program.”  Since July 1, 2000, the Authority 
has offered to its members coverage under a pollution legal liability program. 
This program provides coverage for sudden and gradual pollution of scheduled 
property, streets and storm drains owned by members. This coverage is on a 
claims made basis and has been underwritten by a private insurance company. 

 
 
 
 

 
 

Page 19 of 59



CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 

 
 
 

(1) Summary of Significant Accounting Policies  (continued) 
 

 
(c) Measurement Focus 
 

The accounts of the Authority are organized on the basis of a fund, which is 
considered a separate accounting entity.  The operation of this fund is accounted 
for with a separate set of self-balancing accounts that comprise its assets, 
liabilities, fund equity, revenues, and expenses.  The Authority’s resources are 
allocated and accounted for based upon the purposes for which they are to be 
spent and the means by which the spending activities are controlled. Therefore, 
the Authority accounts for each insurance program as a separate fund in 
accordance with and as prescribed by the Governmental Accounting Standards 
Board (GASB) Statement No. 10. In addition, management has determined and 
elected that all funds of the Authority are classified as major funds as follows: 
 
Liability Fund – The Liability Fund accounts for all the revenues and expenses 
related to the self-insurance (risk-sharing) liability protection program. 

 
Workers’ Compensation Fund – The Workers’ Compensation Fund accounts for 
all the revenues and expenses related to the self-insurance (risk-sharing) 
workers’ compensation program. 

 
Insurance Programs Fund – The Insurance Programs Fund accounts for all the 
revenues and expenses related to the purchased insurance (non-risk sharing) 
activities for all-risk property protection program and the pollution legal liability 
program. 
 
All of the Authority’s programs are enterprise funds, which fall under the 
proprietary fund type category.  These funds are used to account for operations 
that are financed and operated in a manner similar to private business 
enterprises where the intent is that the cost of providing services to members on 
a continuing basis be financed or recovered primarily through user charges or 
where periodic determination of revenues earned, expenses incurred, and/or net 
income is appropriate for capital maintenance, public policy, management 
control, accountability or other purposes. 
 
Proprietary funds are accounted for using the flow of economic resources 
measurement focus.  This means that all assets and all liabilities (whether 
current or noncurrent) associated with their activity are included on their 
statement of Net Position.  Their reported fund equity (total Net Position) is 
segregated into restricted (invested in capital assets) and unrestricted 
components.  Proprietary fund type operating statements present increases 
(revenues) and decreases (expenses) in total Net Position. 
 
Agency Funds – These funds are used to account for financial activity related to 
circumstances in which the Authority is acting as a trustee or custodian. The 
Authority accounts for all assets and liabilities related to the Central Coast Cities 
Self Insurance Fund for Workers’ Compensation (CCCSIF-WC) as agency funds, 
which are disclosed in further detail in Note 10 to the basic financial statements. 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 
 
 
 

(1) Summary of Significant Accounting Policies  (continued) 
 

 
(d) Basis of Accounting 
 

Basis of accounting refers to when revenues and expenses are recognized in the 
accounts and reported in the financial statements.  Basis of accounting relates to 
the timing of the measurement made, regardless of the measurement focus 
applied.  Proprietary funds are accounted for using the accrual basis of 
accounting as prescribed by the Governmental Accounting Standards Board 
(GASB).  Their revenues are recognized when they are earned, and their 
expenses are recognized when they are incurred. 
 
Proprietary fund operating revenues, such as charges for services, result from 
exchange transactions associated with the principal activity of the fund.  
Exchange transactions are those in which each party receives and gives up 
essentially equal values.  Non-operating revenues, such as subsidies and 
investment earnings, result from non-exchange transactions or ancillary 
activities. 
 

(e) Investments 
 

Investments are reported in the accompanying Statement of Net Position at fair 
value, except for certain certificates of deposit and investment contracts that are 
reported at cost because they are not transferable and they have terms that are 
not affected by changes in market interest rates. 
 
Changes in fair value that occur during a fiscal year and any gains or losses 
realized upon the liquidation, maturity, or sale of investments are recognized as 
net increase (decrease) in investment fair values reported for that fiscal year.  
Investment income consists primarily of interest earnings on investments held by 
the Authority. 
 
The Authority maintains one investment portfolio and as a result, pools cash and 
investments of all the Authority’s programs (funds).  Each fund’s share in this 
pool is displayed in the accompanying statement of Net Position as cash and 
investments.  Investment income earned by the pooled investments and current 
year’s net increase (decrease) in investment fair values is allocated to each 
program based upon each program’s average investment balance. 

 
(f) Statement of Cash Flows 
 

For purposes of presentation in the statement of cash flows, the Authority 
considers cash and cash equivalents as short term, highly liquid investments that 
are both readily convertible to known amounts of cash and so near their maturity 
that they represent insignificant risk of changes in value because of changes in 
interest rates.  The Authority follows the practice of pooling cash and investments 
of all programs (funds) and each program’s cash and investments represents 
amounts that can be withdrawn at any time and therefore, are considered to be 
cash and cash equivalents for purposes of the statement of cash flows.   

Page 21 of 59



CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 
 
 
 

(1) Summary of Significant Accounting Policies  (continued) 
 

 
(g) Capital Assets 

 
  Capital assets in excess of $5,000 individually that are acquired by the Authority 

are valued at historical cost or estimated historical cost (if historical cost is not 
available) or estimated fair value on the date donated (if the assets are donated). 
Capital assets are depreciated using the straight-line methodology over the 
asset’s estimated useful life as follows: 

  
   Building and improvements 30 years 
   Furniture and equipment 5 years 
   Software 5 years 

 
 (h) Claims Payable 
 
  The Authority establishes claims payable based on actuarial estimates of the 

ultimate cost of claims that have been reported but not settled and of claims that 
have been incurred but not reported. Claims payable are reported at the 
discounted present value of estimated future cash payments. 

 
  Because actual claim costs depend on such complex factors as inflation, 

changes in doctrines of legal liability and damage awards, the process used in 
computing claims payable does not necessarily result in an exact amount. Claims 
payable are recomputed annually by an actuary to produce current estimates that 
reflect recent settlements, claim frequency and other economic and social 
factors. Inflation is implicit in the calculation because reliance is based on 
historical data that reflects past inflation and other modifiers considered 
appropriate. Adjustments to claims payable for changes in estimates are charged 
to expense in the period in which the changes in the estimates were determined. 

 
 (i) Confidence Level Used by the Authority 
 

The liability for claims payable must be measured in terms of a probability level 
because the actual development and outcome of claims (and of losses incurred 
but not reported as claims) cannot be known with absolute certainty.  Probability 
level measures the degree of certainty in estimating the liability for claims 
payable.  The Authority reports its liability for claims payable at the expected 
probability level.  The Unrestricted Net Position is designated for losses that 
might exceed the expected probability level. 

 
 (j) Unearned Contributions 
 
  Revenues are recognized when earned. Unearned contributions represent 

remaining amounts, which are billed periodically to each member, received by 
the Authority and then amortized over the related coverage period.   
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(1) Summary of Significant Accounting Policies  (continued)  
 
 

(k) Use of Estimates 
 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions 
that affect the reported amounts of 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 those estimates. 
 

(l) Change in Accounting Principle 
 

In June 2012, the GASB issued Statement No. 68, Accounting and Financial 
Reporting for Pensions – An Amendment of GASB Statement No. 27. The 
primary objective of this Statement is to improve accounting and financial 
reporting by state and local governments for pensions. It also improves 
information provided by state and local governmental employers about financial 
support for pensions that is provided by other entities. 
 
This Statement replaces the requirements of Statement No. 27, Accounting for 
Pensions by State and Local Governmental Employers, as well as the 
requirements of Statement No. 50, Pension Disclosures, as they relate to 
pensions that are provided through pension plans administered as trusts or 
equivalent arrangements (hereafter jointly referred to as trusts) that meet certain 
criteria. The requirements of Statements 27 and 50 remain applicable for 
pensions that are not covered by the scope of this Statement. 
 
The scope of this Statement addresses accounting and financial reporting for 
pensions that are provided to the employees of state and local governmental 
employers through pension plans that are administered through trusts that have 
the following characteristics: contributions from employers and nonemployer 
contributing entities to the pension plan and earnings on those contributions are 
irrevocable; pension plan assets are dedicated to providing pensions to plan 
members in accordance with the benefit terms; and pension plan assets are 
legally protected from the creditors of employers, nonemployer contributing 
entities, and the pension plan administrator. If the plan is a defined benefit 
pension plan, plan assets also are legally protected from creditors of the plan 
members. 
 
This Statement establishes standards for measuring and recognizing liabilities, 
deferred outflows of resources, and deferred inflows of resources, and 
expense/expenditures. For defined benefit pensions, this Statement identifies the 
methods and assumptions that should be used to project benefit payments, 
discount projected benefit payments to their actuarial present value, and attribute 
that present value to periods of employee service. 
 
For defined benefit pensions, this Statement requires the liability of employers 
and nonemployer contributing entities to employees for defined benefit pensions 
(net pension liability) to be measured as the portion of the present value of  
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(1) Summary of Significant Accounting Policies  (continued)  
 
 

(l) Change in Accounting Principle (continued) 
  

projected benefit payments to be provided through the pension plan to current 
active and inactive employees that is attributed to those employees’ past periods 
of service (total pension liability), less the amount of the pension plan’s fiduciary 
net position. 
 
As of June 30, 2015, according to GASB 68, the Authority’s total pension liability 
must be recognized. Therefore, the previous pension liability as of June 30, 2014 
in the amount of $3,124,257 has been shown as a restatement of net position on 
the Statement of Revenues, Expenses, and Changes in Net Position. 
 
In November 2013, GASB issued Statement No.71, Pension Transition for 
Contributions Made Subsequent to the Measurement Date.  The objective of this 
Statement is to address an issue regarding application of the transition provisions 
of Statement No. 68.  The issue relates to amounts associated with contributions, 
if any, made by a state or local government employer or nonemployer 
contributing entity to a defined benefit pension plan after the measurement date 
of the governments’ beginning net pension liability.  This Statement amends 
paragraph 137 of Statement No. 68 to require that, at transition, a government 
recognize a beginning deferred outflow of resources for its pension contributions, 
if any, made subsequent to the measurement date of the beginning net pension 
liability.  Statement No. 68, as amended, continues to require that beginning 
balances for other deferred outflows of resources and deferred inflows of 
resources related to pensions be reported at transition only if it is practical to 
determine all such amounts.  The provisions of this Statement are required to be 
applied simultaneously with the provisions of Statement No. 68 and are effective 
for the Authority’s fiscal year ending June 30, 2015. 
 
As of June 30, 2015, according to GASB 71, the Authority had subsequent 
contributions to the measurement date.  As a result of the contributions, in the 
current year the Authority had deferred outflows of $1,081,270 and deferred 
inflows of $782,889 resulting from the implementation of GASB 71. 
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(2) Cash and Investments 
 
 

Cash and investments are classified in the accompanying financial statements 
as indicated below. 
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(2) Cash and Investments  (continued) 
 
 

Investments Authorized by the California Government Code and the Authority’s 
Investment Policy 
 
The table below identifies the investment types that are authorized by the California 
Government Code and the Authority’s investment policy. The table also identifies certain 
general provisions of the Authority’s investment policy, which address interest rate risk 
and concentration of credit risk. 
 
 

  General Provisions of Investment Policy 

 Authorized  Maximum Maximum 
Investment Types by Investment Maximum Percentage Investment 

Authorized by State Law Policy Maturity of Portfolio in One Issuer 
     
 Banker's Acceptances Yes 180 days 40% 2.5%

 Commercial Paper Yes 270 days 25% 2.5% 
 County Pooled Investment Funds Yes n/a $30 million n/a
 JPA Pools (other investment pools) No n/a n/a n/a 

 Local Agency Bonds No n/a n/a n/a 
 Local Agency Investment Fund (LAIF) Yes n/a $50 million n/a 

 Medium-Term Notes Yes 5 years 30% 2.5% 
 Money Market Mutual Funds Yes n/a 20% none 
 Mortgage Pass-Through Securities Yes 5 years 20% none 
 Mutual Funds No n/a n/a n/a 
 Negotiable Certificates of Deposit Yes 5 years 30% 2.5% 
 Repurchase Agreements Yes 30 days none none 
 Reverse Repurchase Agreements No n/a n/a n/a 
 U.S. Agency Securities Yes 10 years none none 
 U.S. Treasury Obligations Yes 10 years none none 
     
 

 
The Authority’s investment policy also authorizes the following investment types: 
(a) FDIC-Guaranteed Obligations, and (b) Demand Deposits, Passbook Savings Accounts 
and Non-negotiable Certificates of Deposits. 
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(2) Cash and Investments  (continued) 
 
 
Disclosures Relating to Interest Risk - Interest rate risk is the risk that changes in market 
interest rates will adversely affect the fair value of an investment. Generally, the longer 
the maturity of an investment, the greater the sensitivity of its fair value to changes in 
market interest rates. One of the ways that the Authority manages its exposure to 
interest rate risk is by purchasing a combination of shorter term and longer term 
investments and by timing cash flows from maturities so that a portion of the portfolio is 
maturing or coming close to maturity evenly over time as necessary to provide the cash 
flow and liquidity needed for operations.  
 
Information about the sensitivity of the fair values of the Authority’s investments to 
market interest rate fluctuations is provided by the following table that shows the 
distribution of the Authority’s investments by maturity.  For purposes of the schedule 
shown below, any callable securities are assumed to be held to maturity. 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
The Authority’s investment holdings periodically include some investments with fair 
market values that are highly sensitive to interest rate fluctuations, to a greater degree 
than already indicated in the information provided above.  These securities are callable.  
As of June 30, 2015, 7.5% of the Authority’s portfolio was held in callable securities.  
The Authority’s investment policy states that no more than 30% of the portfolio may be 
invested in callable securities. 
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(2) Cash and Investments  (continued) 
 

 

Disclosures Relating to Credit Risk – Generally, credit risk is the risk that an issuer of an 
investment will not fulfill its obligation to the holder of the investment. This is measured 
by the assignment of a rating by a nationally recognized statistical rating organization. 
Presented below are Standard & Poor’s ratings of the securities held in the Authority’s 
portfolio by investment type, at the end of the current fiscal year. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Concentration of Credit Risk - The investment policy of the Authority contains no 
limitations on the amount that can be invested in any one issuer beyond that stipulated 
by the California Government Code.  Investments in any one issuer that represent 5% or 
more of total Authority investments are as follows: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Page 28 of 59



CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 

 
 
 

(2) Cash and Investments  (continued) 
 
 
Custodial Credit Risk - Custodial credit risk for deposits is the risk that, in the event of 
the failure of a depository financial institution, a government will not be able to recover its 
deposits or will not be able to recover collateral securities that are in the possession of 
an outside party. The custodial credit risk for investments is the risk that, in the event of 
the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will not 
be able to recover the value of its investment or collateral securities that are in the 
possession of another party. 
 
The California Government Code and the Authority’s investment policy do not contain 
legal or policy requirements that would limit the exposure to custodial credit risk for 
deposits or investments, other than the following provision for deposits: The California 
Government Code requires that a financial institution secure deposits made by state or 
local governmental units by pledging securities in an undivided collateral pool held by a 
depository regulated under state law (unless so waived by the governmental unit). The 
market value of the pledged securities in the collateral pool must equal at least 110% of 
the total amount deposited by the public agencies. California law also allows financial 
institutions to secure Authority deposits by pledging first trust deed mortgage notes 
having a value of 150% of the secured public deposits.  
 
 
Investment in State Investment Pool - The Authority is a voluntary participant in the 
Local Agency Investment Fund (LAIF) that is regulated by the California Government 
Code under the oversight of the Treasurer of the State of California. The fair value of the 
Authority’s investment in this pool is reported in the accompanying financial statements 
at amounts based upon the Authority’s pro-rata share of the fair value provided by LAIF 
for the entire LAIF portfolio (in relation to the amortized cost of that portfolio). The 
balance available for withdrawal is based on the accounting records maintained by LAIF, 
which are recorded on an amortized cost basis. 
 
Included in LAIF’s investment portfolio are collateralized mortgage obligations, 
mortgage-backed securities, and other asset backed securities, and floating rate 
securities issued by Federal Agencies, government-sponsored enterprises and 
corporations.  This fund has an average life of 232 days.  The monies held in LAIF are 
not subject to categorization by risk category.  LAIF is also not rated as to credit risk by a 
nationally recognized statistical rating organization. 
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(3) Capital Assets 
 
 The following is a summary of the Authority’s capital assets at fiscal year-end. 
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(4) Claims Payable 
 
 
 The Authority establishes a liability for both reported and unreported covered events, 

which includes estimates of both future payments of losses, related claim adjustment 
expenses and unallocated loss adjustment expenses.  Changes to claims payable for 
the fiscal years ended June 30, 2015 and 2014 are stated below. 
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(4) Claims Payable  (continued) 
 
 

The net liability for claims payable as of June 30, 2015 is stated at the expected 
probability level and includes a discount of 1% for anticipated future investment 
earnings.  On an undiscounted basis, total claims payable was $182,720,539.  The 
application of the discount resulted in a reduction to the liability in the amount of 
$5,806,539.  The following table illustrates the impact of the discount on each program. 
 
 
 
 

 
 
 
 
 
 
 

 
(5) Retrospective Adjustments 
 
 

The accompanying Statement of Net Position reports retrospective balances including all 
retrospective deposit activity through June 30, 2015.  This includes activity resulting from 
(a) refunds applied, (b) deposits received, (c) allowance for discounts, (d) transfers 
between programs, (e) the October 2015 retrospective computation, and (f) other 
adjustments. 
 
The table on the following page provides a summary of retrospective balances by 
program, along with relevant financial activity that occurred during the 2015 fiscal year.  
Balances shown as positive values are receivables owed to the Authority by members.  
Balances shown as negative values are payables owed to members by the Authority.  
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(6) Excess and Reinsurance Coverage 
 
 

Premiums for excess and reinsurance coverage in the liability program totaled 
$6,924,800 in 2015.  The table below shows a history of the Authority’s basic coverage 
terms for purchased insurance in the liability program. 
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(6) Excess and Reinsurance Coverage  (continued) 
 
 

Premiums for excess and reinsurance coverage in the workers’ compensation program 
totaled $768,947 in 2015.  The table below shows a history of the Authority’s basic 
coverage terms for purchased insurance in the workers’ compensation program. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Page 35 of 59



CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 

 
 
 

(7) Non-Risk Sharing Insurance Programs 
 

 
The Authority’s all-risk property protection program and pollution legal liability program 
are both fully insured and underwritten by several commercial insurance companies.  
These programs do not involve the sharing of risk.  Net claim payments reflect current 
year activity relative to all coverage periods incurred.  The following table provides a 
summary of significant activity for non-risk sharing insurance programs as of June 30, 
2015. 
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(8) Defined Benefit Pension Plans 
 
 

The Authority participates in defined benefit pension plans through CalPERS and also 
has retirement enhancement plans administered through Public Agency Retirement 
Services (PARS). This footnote provides disclosures regarding the pension plans.  The 
cost of living adjustments for each plan are applied as specified by the Public 
Employees’ Retirement Law. The Plans’ provisions and benefits in effect at June 30, 
2015, are summarized as follows: 
 
 
 
 
 
 
 
 
 
 
 
  

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

For the year ended June 30, 2015, the contributions recognized as part of pension 
expense for each Plan were as follows: 
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(8) Defined Benefit Pension Plans  (continued) 
 
 The following tables provide information related to the Authority’s pension liabilities, 

pension expenses and deferred outflows and inflows of resources for pensions.  As of 
June 30, 2015, the Authority reported net pension liabilities for its proportionate shares 
of the net pension liability of each Plan as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
The Authority’s proportionate share of the net pension liability for each Plan as of June 
30, 2013 and 2014 was as follows: 
 

 
 
 
 
 
 
 
 

 
 
The PARS REP EE and PARS REP EC Plans are not multi-employer plans, as such the 
proportionate share of net pension liability for these Plans is 100%. 

 
 For the year ended June 30, 2015, the Authority recognized pension expense of 

($535,448).  As of June 30, 2015, the Authority reported deferred outflows of resources 
and deferred inflows of resources related to pensions from the following sources: 
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(8) Defined Benefit Pension Plans  (continued) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Page 39 of 59



CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to the Basic Financial Statements 
 
 
 
 
(8) Defined Benefit Pension Plans  (continued) 
 
 
 Other amounts reported as deferred outflows of resources and deferred inflows of 

resources related to pensions will be recognized as pension expense as follows: 
 
 
 
 
 
 
 
 
 
 
  
 Actuarial Assumptions – As it relates to the CalPERS Miscellaneous Classic Plan, the 

measurement period ended June 30, 2014 (the measurement date), the total pension 
liability was determined by rolling forward the June 30, 2013 total pension liability. Both 
the June 30, 2013 total pension liability and the June 30, 2014 total pension liability were 
based on the following actuarial methods and assumptions: 

 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
  

As it relates to the PARS REP EE Plan and the PARS REP EC Plan, the valuation date 
was June 30, 2014 and the measurement date was also June 30, 2014 for all 
information disclosed and reported herein. The actuarial study of both PARS Plans 
contained data for a valuation date and measurement date of June 30, 2015, however, 
that data was not used in this financial report.  In order to align the PARS valuation date 
and measurement date with the CalPERS valuation date and measurement date, only 
the June 30, 2014 PARS data was utilized in preparing these financial statements. 
Actuarial assumptions vary slightly between the Plans as indicated in the table above. 
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(8) Defined Benefit Pension Plans  (continued) 
 
 The tables below reflect the long-term expected real rate of return by asset class for 

each Plan.  Rates of return were calculated using the capital market assumptions 
applied to determine the discount rate and asset allocation.  These rates of return are 
net of administrative expenses. 
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(8) Defined Benefit Pension Plans  (continued) 
 
 The Authority’s net pension liability for each Plan is stated below, calculated using the 

discount rate for each Plan, as well as what the Authority’s net pension liability would be 
if it were calculated using a discount rate that is 1 percentage point lower or 1 
percentage point higher than the current rate. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(9) Other Post Employment Benefits, OPEB 

 
 
Plan Description:  In response to the GASB 45 requirement, the Authority contracted 
with PARS to establish a Post-Retirement Health Care Plan Trust.  The Trust is 
structured as a multiple-employer trust in accordance with Section 115 of the Internal 
Revenue Code.  To comply with GASB 43 and 45, the Trust was established as an 
irrevocable exclusive benefit trust to fund retiree health care benefits. Consistent with 
other Authority benefit plans, the Chief Executive Officer (CEO) administers the PARS 
plan and has overall responsibility for the plan, including selection of the plan’s asset 
investment approach. 
 
PARS serves as the trust administrator.  US Bank serves as the trustee of the PARS 
GASB 45 Funding Program.  Highmark Capital Management is the investment manager 
of trust assets. 
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(9) Other Post Employment Benefits, OPEB  (continued) 
 

Funding Policy:  The contribution requirements to the Trust are established and may be 
amended by the Executive Committee.  The contribution to be made each year to the 
Trust is determined by the Executive Committee as part of its budget process. 

 
Eligibility:  The Authority provides medical insurance benefits to its retirees who: (1) 
retire from the Authority; (2) receive a retirement from PERS based on an application to 
PERS dated the same date as the employee’s retirement date from the Authority.  
Eligible retirees and their qualified dependents may receive retiree medical insurance, at 
the Authority’s cost, up to 100% of the PERS CHOICE family rate. 

 
 Annual OPEB Cost and Net OPEB Obligation:  The Authority’s annual other 

postemployment benefit (OPEB) cost (expense) is calculated based on the annual 
required contribution of the employer (ARC), an amount actuarially determined in 
accordance with the parameters of GASB Statement No. 45. The ARC represents a 
level of funding that, if paid on an ongoing basis, is projected to cover normal cost each 
year and amortize any unfunded actuarial liabilities (or funding excess) over a period not 
to exceed thirty years. 

 
As of June 30, 2015, the date of the latest actuarial valuation, there were 16 retirees 
receiving benefits and 21 active plan members.  Based on the Authority’s total number of 
plan participants, the minimum required frequency of an actuarial valuation under GASB 
45 is triennially.  Accordingly, the ARC determined by the actuarial study valued as of 
June 30, 2015 will remain applicable for 2016, and 2017. 

 
 The following table shows the components of the Authority’s annual OPEB cost for the 

year, the amount actually contributed to the plan, and changes in the Authority’s net 
OPEB obligation for these benefits: 
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(9) Other Post Employment Benefits, OPEB  (continued) 

 
The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to 
the plan, and the net OPEB obligation for the year ended June 30, 2015 and the three 
preceding years were as follows: 
 

 
 

Fiscal 
Year 

Ended 

 
 

Annual 
OPEB Cost 

Percentage of 
Annual 

OPEB Cost 
Contributed 

 
Net 

OPEB 
Asset 

    
6/30/12 $ 382,891 101% $  (4,583) 
6/30/13 $ 382,891 100% - 
6/30/14 $ 382,891 100% - 
6/30/15 $ 353,537 108% $  (29,448) 

 
 
 Actuarial valuations of an ongoing plan involve estimates of the value of reported 

amounts and assumptions about the probability of occurrence of events far into the 
future.  Examples include assumptions about future employment, mortality, and the 
healthcare cost trend.  Amounts determined regarding the funded status of the plan and 
the annual required contributions of the employer are subject to continual revision as 
actual results are compared with past expectations and new estimates are made about 
the future.  A schedule of funding progress is provided within this report as part of the 
Required Supplementary Information.  The schedule shows multi-year trend information 
about whether the actuarial value of plan assets is increasing or decreasing over time 
relative to the actuarial accrued liabilities for the benefits. 

 

 Actuarial Methods and Assumptions:  Projections of benefits for financial reporting 
purposes are based on the substantive plan (the plan as understood by the employer 
and the plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing of benefit costs between employer and 
plan members to that point. The most recent actuarial report has a valuation date of 
June 30, 2015, and remains valid for three years under GASB 45. The actuarial methods 
and assumptions used include techniques that are designed to reduce the effects of 
short-term volatility in actuarial accrued liabilities and the actuarial assets, consistent 
with the long-term perspective of the calculations. 

 
The actuarial cost method used for determining the benefit obligations is the Entry Age 
Actuarial Cost Method.  The actuarial assumptions included an annual healthcare cost 
trend rate of 8 percent initially, reduced by decrements of .5 percent per year to an 
ultimate rate of 5 percent after the sixth year.  The Unfunded Actuarial Accrued Liability 
(UAAL) is being amortized as a level dollar of projected payroll over 24 years.  It is 
assumed the Authority’s payroll will increase 3 percent per year.   
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(10) Contract Services Provided to Other Agencies  

 
 
For the fiscal year ended June 30, 2015 the Authority provided administrative consulting 
services to the Los Angeles County Liability Trust Fund (LTF), and was compensated on 
a fee for service basis.  The Authority did not have custody of LTF assets. 

     
 For the fiscal year ended June 30, 2015 the Authority also provided administrative 
 consulting services to the Central Coast Cities Self Insurance Fund (CCCSIF) for 
 Workers’ Compensation tail claims incurred prior to July 1, 2004.  During the fiscal year, 
 the Authority maintained custody of CCCSIF assets.  Financial activity related to 
 CCCSIF is accounted for separately in an agency fund administered by the Authority.  
 Agency fund activity for the year ended June 30, 2015 is summarized in the following 
 table. 
 
 

 
 
 
 
 
          

 
  

 
 
 
 
 
 
 
 

 
(11) Contingencies 
 
 Various claims and suits have been filed against the members of the Authority in the 

normal course of its operations.  The probable amounts of loss associated with these 
cases have been estimated by contracted actuarial consultants and reflected in the 
accompanying financial statements as claims payable.  Although the outcome of these 
claims and lawsuits is uncertain, management does not expect that the resolution of 
these cases will have a material adverse effect on the Authority beyond the provision for 
claims payable reflected in the accompanying financial statements. 
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(12) Salvaged Assets 
 

Salvaged assets represent anticipated recoveries on two land movement claims in the 
liability program.  In both cases, the Authority has acquired real property in the course of 
resolving the claims.  Recoveries are expected in the future when the properties are 
sold.  An independent appraiser has valued both properties.  The date of the appraisal 
was August 7, 2012, and the combined estimated resale value was $4,250,000.  This 
figure has been recorded in the Authority’s financial statements as an asset.  The value 
of real property is inherently volatile and subject to changes in demand, market 
conditions and other economic factors.  The actual recovery, when it occurs, may vary 
significantly from the estimated value.    

 
 
(13) Subsequent Events 
 

The Authority’s management evaluated its 2015 financial statements for subsequent 
events through the date the financial statements were available to be issued. 
Management is not aware of any subsequent events that would require recognition 
or disclosure in the financial statements.
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June 30, 2014 (1)

Proportion of the net pension liability 0.08391%
Proportionate share of the net pension liability 2,073,827$      
Covered-employee payroll (2) 2,327,758$      
Proportionate Share of the net pension liability as % of covered-employee payroll 89.09%
Plans fiduciary net position as a % of the total pension liability 78.67%
Proportionate share of aggregate employer contributions (3) 206,850$         

June 30, 2014 (1)

Proportion of the net pension liability 100%
Proportionate share of the net pension liability 865,992$         
Covered-employee payroll (2) 2,073,164$      
Proportionate Share of the net pension liability as % of covered-employee payroll 41.77%
Plans fiduciary net position as a % of the total pension liability 59.64%
Proportionate share of aggregate employer contributions (3) n/a

June 30, 2014 (1)

Proportion of the net pension liability 100%
Proportionate share of the net pension liability (52,628)$         
Covered-employee payroll (2) n/a
Proportionate Share of the net pension liability as % of covered-employee payroll n/a
Plans fiduciary net position as a % of the total pension liability 114.93%
Proportionate share of aggregate employer contributions (3) n/a

(1)

(2)

(3)

CalPERS Misc Classic (cost sharing plan)

PARS REP EE (single agency plan)

PARS REP EC (single agency plan)

Historical information is required only for measurement periods for which GASB 68 is applicable.

Employers are assumed to make contributions equal to the actuarially determined contributions
(which is the actuarially determined contribution). However, some employers may choose to make
additional contributions towards their side fund or their unfunded liability. Employer contributions for
such plans exceed the actuarially determined contributions. CalPERS has determined that employer
obligations referred to as "side funds" do not conform to the circumstances described in paragraph
120 of GASB 68, therefore are not considered separately financed specific liabilities.

Covered-employee payroll stated above is based on pensionable earnings reported to the plan
administrator by the employer. 

CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

DEFINED BENEFIT PENSION PLANS

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

As of June 30, 2015
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2014 (1)

Actuarially Determined Contribution (2) 334,032$      
Contributions in relation to the actuarially determined contribution (2) (334,032)       
Contribution deficiencey or (excess) -$                  
Covered-employee payroll (3) 2,327,758$   
Contributions as a percentage of covered-employee payroll (3) 14.35%

2014 (1)

Actuarially Determined Contribution (2) 172,090$      
Contributions in relation to the actuarially determined contribution (2) (173,377)       
Contribution deficiencey or (excess) (1,287)$         
Covered-employee payroll (3) 2,073,164$   
Contributions as a percentage of covered-employee payroll (3) 8.30%

2014 (1)

Actuarially Determined Contribution (2) 1,455$          
Contributions in relation to the actuarially determined contribution (2) (2,199)           
Contribution deficiencey or (excess) (744)$            
Covered-employee payroll (3) n/a
Contributions as a percentage of covered-employee payroll (3) n/a

(1)

(2)

(3)

Employers are assumed to make contributions equal to the actuarially determined contributions
(which is the actuarially determined contribution). However, some employers may choose to
make additional contributions towards their side fund or their unfunded liability. Employer
contributions for such plans exceed the actuarially determined contributions. CalPERS has
determined that employer obligations referred to as "side funds" do not conform to the
circumstances described in paragraph 120 of GASB 68, therefore are not considered separately
financed specific liabilities.
Covered-employee payroll represented above is based on pensionable earnings provided as
reported to the plan administrator. 

CalPERS Misc Classic (cost sharing plan)

PARS REP EE (single agency plan)

PARS REP EC (single agency plan)

CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

DEFINED BENEFIT PENSION PLANS

SCHEDULE OF CONTRIBUTIONS

As of June 30, 2015

Historical information is required only for measurement periods for which GASB 68 is applicable.
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Actuarial
Accrued UAAL as a

Actuarial Actuarial Liability Unfunded Percentage
Valuation Value of (AAL) AAL Funded Covered of Covered

Date Assets Entry Age (UAAL) Ratio Payroll Payroll

(a) (b) (b - a) (a / b) (c) (b - a) / c
6/30/2009 -$               2,868,843$     2,868,843$     0.0% 2,014,227$     142.4%
6/30/2012 1,224,419$     3,742,850$     2,518,431$     32.7% 2,100,072$     119.9%
6/30/2015 2,366,904$     4,788,834$     2,421,930$     49.4% 2,533,994$     95.6%

CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

OPEB Schedule of Funding Progress

As of June 30, 2015, the date of the latest actuarial valuation, there were 16 retirees receiving benefits and 21 
active plan members.  Based on the Authority's total number of plan participants, the minimum required 
frequency of an actuarial valuation under GASB 45 is triennially.  Accordingly, the OPEB schedule of funding 
progress shown above is only updated once every three years.
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

Reconciliation of Claims Payable by Type of Contract

Liability Workers' Compensation Totals

2015 2014 2015 2014 2015 2014

Unpaid claims and claim adjustment expenses
at beginning of the year 82,149,000$    80,851,000$    88,404,000$    79,356,000$    170,553,000$  160,207,000$  

Incurred claims and claim adjustment expenses:

      Provision for covered events of the current year 28,480,000      27,943,000      22,396,000      22,930,000      50,876,000      50,873,000      

      Changes in provision for covered events of prior years 385,060           (4,239,589)       (2,450,639)       7,150,275        (2,065,579)       2,910,686        
Total incurred claims and claim adjustment expenses 28,865,060 23,703,411 19,945,361      30,080,275 48,810,421      53,783,686      

Payments:

      Claims and claim adjustment expenses attributable to:

            Covered events of the current year 2,549,222        1,754,855        3,355,390        2,579,164        5,904,612        4,334,019        

            Covered events of prior years 20,538,838      20,650,556      16,005,971      18,453,111      36,544,809      39,103,667      

Total payments 23,088,060      22,405,411      19,361,361      21,032,275      42,449,421      43,437,686      

Total unpaid claims and claim adjustment expenses
at end of the year 87,926,000$    82,149,000$    88,988,000$    88,404,000$    176,914,000$  170,553,000$  

Components of claims payable

      Current portion 24,000,000$    25,000,000$    31,000,000$    30,000,000$    55,000,000$    55,000,000$    

      Non-current portion 63,926,000      57,149,000      57,988,000 58,404,000 121,914,000    115,553,000    
Total claims payable 87,926,000$    82,149,000$    88,988,000$    88,404,000$    176,914,000$  170,553,000$  

Categories of claims payable

      Claim reserves 65,762,000$    50,652,000$    47,599,000$    45,541,000$    113,361,000$  96,193,000$    

      IBNR: incurred but not reported 15,575,000      26,274,000      37,264,000      38,144,000      52,839,000      64,418,000      

      ULAE: unallocated loss adjustment expense 6,589,000        5,223,000        4,125,000        4,719,000        10,714,000      9,942,000        
Total claims payable 87,926,000$    82,149,000$    88,988,000$    88,404,000$    176,914,000$  170,553,000$  
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

Schedule of Ten-Year Claims Development Information:  Liability Program

Fiscal and Coverage Years Ended June 30 (In Thousands of Dollars)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

1. Required contribution
and investment revenue:

     Earned 36,562$         51,147$         32,910$         46,985$         34,868$         50,714$         44,074$         41,143$         47,178$         44,739$         
     Ceded 1,532             2,006             2,532             5,863             7,240             7,838             6,988             7,544             6,151             6,925             
     Net earned 35,030           49,141           30,378           41,122           27,628           42,876           37,086           33,599           41,027           37,814           

2. Unallocated expenses 4,979             4,484             4,521             5,796             5,872             6,650             6,561             6,347             6,805             6,693             

3. Estimated incurred claims
expense, end of coverage year

     Incurred 26,413           27,889           36,255           40,822           38,921           35,222           34,761           34,220           33,032           34,051           
     Ceded Claims 1,532             2,006             2,532             5,863             7,240             7,838             6,988             7,544             6,151             6,925             
     Net incurred claims 24,881           25,883           33,723           34,959           31,681           27,384           27,773           26,676           26,881           27,126           

4. Paid (cumulative) as of:

     End of coverage year  885                679                964                996                1,313             1,131             1,190             883                1,755             2,549             
     One year later 4,415             4,292             7,590             5,141             4,279             5,870             5,559             4,685             6,194             
     Two years later 20,279           17,312           15,469           16,038           12,210           16,277           15,524           13,840           
     Three years later 31,139           35,855           19,479           21,254           14,288           20,478           18,666           
     Four years later 31,757           40,307           21,149           24,608           15,353           21,963           
     Five years later 32,556           41,363           21,155           25,529           16,944           
     Six years later 32,612           41,850           21,173           25,936           
     Seven years later 32,612           42,024           21,233           
     Eight years later 32,616           42,065           
     Nine years later 32,624           

5. Re-estimated ceded claims and
expenses -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     

6 Re-estimated net incurred losses

     End of coverage year  24,881           25,883           33,723           34,959           31,681           27,384           27,773           26,676           26,881           27,126           
     One year later 33,209           30,947           36,011           31,238           28,996           30,449           27,734           25,816           31,662           
     Two years later 41,767           39,415           31,757           31,553           25,849           29,554           26,632           24,183           
     Three years later 36,546           47,723           26,522           30,766           23,241           30,222           24,178           
     Four years later 35,293           45,459           23,936           28,081           19,045           29,900           
     Five years later 33,175           44,613           22,229           27,070           19,102           
     Six years later 33,384           43,089           21,637           27,546           
     Seven years later 32,971           42,536           21,460           
     Eight years later 32,749           42,344           
     Nine years later 32,663           

7 Increase (decrease) in estimated
incurred claims expense
from end of coverage year 7,782$           16,461$         (12,263)$        (7,413)$          (12,579)$        2,516$           (3,595)$          (2,493)$          4,781$           -$                   
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY

Schedule of Ten-Year Claims Development Information:  Workers' Compensation Program

Fiscal and Coverage Years Ended June 30 (In Thousands of Dollars)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

1. Required contribution
and investment revenue:

     Earned 15,912$         16,628$         30,128$         27,605$         28,863$         27,420$         33,936$         29,571$         30,857$         33,127$         
     Ceded 831                1,337             1,014             805                697                936                875                751                875                769                
     Net earned 15,081           15,291           29,114           26,800           28,166           26,484           33,061           28,820           29,982           32,358           

2. Unallocated expenses 2,652             3,436             3,639             4,045             4,094             4,306             4,548             4,907             5,284             6,137             

3. Estimated incurred claims
expense, end of coverage year

     Incurred 18,342           17,948           18,833           20,294           19,800           18,873           20,575           22,462           23,543           23,099           
     Ceded Claims 831                1,337             1,014             805                697                936                875                751                875                769                
     Net incurred claims 17,511           16,611           17,819           19,489           19,103           17,937           19,700           21,711           22,668           22,330           

4. Paid (cumulative) as of:

     End of coverage year  2,402             2,362             2,593             3,050             3,386             2,760             3,223             3,922             2,579             3,355             
     One year later 5,011             5,706             8,139             7,638             7,802             7,432             8,227             9,696             6,879             
     Two years later 6,693             7,701             11,148           10,149           9,959             10,487           12,316           12,834           
     Three years later 7,950             8,773             13,194           12,230           12,452           12,665           14,872           
     Four years later 8,882             9,648             14,918           13,741           14,146           13,953           
     Five years later 9,636             10,091           16,180           14,430           15,772           
     Six years later 10,401           10,709           17,350           15,056           
     Seven years later 11,162           10,971           17,905           
     Eight years later 11,599           11,105           
     Nine years later 12,070           

5. Re-estimated ceded claims and
expenses -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     

6 Re-estimated net incurred losses

     End of coverage year  17,511           16,611           17,819           19,489           19,103           17,937           19,700           21,711           22,668           22,330           
     One year later 14,625           14,928           19,090           18,989           19,091           21,333           22,673           24,272           21,281           
     Two years later 14,233           15,834           18,950           19,543           21,146           22,070           26,033           24,120           
     Three years later 14,476           14,541           20,185           18,820           21,575           21,433           25,842           
     Four years later 13,336           13,329           20,995           18,822           21,571           20,953           
     Five years later 13,219           12,817           21,298           18,563           21,914           
     Six years later 13,972           12,330           21,261           18,535           
     Seven years later 13,943           12,607           21,202           
     Eight years later 14,362           12,578           
     Nine years later 13,904           

7 Increase (decrease) in estimated
incurred claims expense
from end of coverage year (3,607)$          (4,033)$          3,383$           (954)$             2,811$           3,016$           6,142$           2,409$           (1,387)$          -$                   
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 
 

Notes to Required Supplementary Information 
 

Definition of Terms for Schedule of Ten-Year Claims Development Information 
 

 
 
The schedules of ten-year claims development information on the preceding pages illustrate how 
the Authority’s net earned revenue compares to related costs of losses and other expenses 
assumed by the Authority.  The numbered rows on the schedules are defined as follows:  
 
 

1. Required contribution and investment revenue:  Contributions represent the total of each 
coverage year’s gross earned contributions from members on a cumulative basis, which 
includes the coverage year’s initial funding as well as all subsequent retrospective 
adjustments attributable to the subject year.  Investment income is reported net of 
changes in fair market values as of coverage year-end.  Premiums ceded to reinsurers 
and excess carriers are also stated. 

 
2.   Unallocated expenses:  This line shows other operating costs of the Authority including 

each coverage year's overhead expenses and claims expenses not allocable to 
individual claims. 

 
3. Estimated incurred claims expenses, end of coverage year:  This line shows the 

Authority’s gross incurred claims and allocated claim adjustment expense, claims 
assumed by reinsurers and excess carriers (ceded claims), and the net incurred claims 
and allocated claim adjustment expenses (both paid and accrued) as originally reported 
at the end of the first year in which the event that triggered coverage under the contract 
occurred (called coverage year). 

 
4.   Paid (cumulative) as of:  This section of ten rows shows the cumulative net amounts paid 

as of the end of successive years for each coverage year.  
 
5.   Re-estimated ceded claims and expenses:  This line shows the latest re-estimated 

amount of claims assumed by reinsurers and excess carriers, as of the end of the 
current year for each coverage year. 

 
6.   Re-estimated net incurred losses:  This section of ten rows shows how each coverage 

year’s net incurred claims increased or decreased as of the end of successive years.  
These annually updated estimates are the result of new information received on known 
claims, reevaluation of existing information on known claims, and the emergence of new 
claims not previously known.   

 
7.   Increase (decrease) in estimated incurred claims expense from end of coverage year:  

This line compares the latest re-estimated incurred claims amount to the amount 
originally established (line 3), and shows whether this latest estimate of net claims cost 
is greater or less than originally thought.  As data for individual coverage years mature, 
the correlation between original estimates and re-estimated amounts is commonly used 
to evaluate the accuracy of net incurred claims currently recognized in less mature 
years.  The columns of the schedules show data for successive coverage years. 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Graphical Summary of Claim Liabilities 

As of June 30, 2015 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Schedule of Net Position by Program 

June 30, 2015 and 2014 
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CALIFORNIA JOINT POWERS INSURANCE AUTHORITY 

Schedule of Revenues, Expenses, and Changes in Net Position by Program 

For the Fiscal Years Ended June 30, 2015 and 2014 
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