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Independent Auditor's Report

Board of Trustees
Community Residence Insurance Saving Plan
Self-Insurance Trust for Workers’ Compensation

We have audited the accompanying balance sheets of C

the related statements of operations, changes in membe
ended. These financial statements are the responsibility
is to express an opinion on these financial statements base

about whether the financial statements are free of
on a test basis, evidence supporting the amounts
also includes assessing the accounting principles
as well as evaluating the overall financial state
reasonable basis for our opinion.

that our audits provide a

y, in all material aspects, the
elf-Insurance Trust for Workers'
( f its operations and its cash flows
for the years then ended in conformity. i | erally accepted in the United States
of America. ;

Our audits were co rming an opinion on the basic financial statements taken

as awhole. Th are presented for purposes of additional analysis and
arenotar ts. Such information has been subjected to the
auditing financial statements and, in our opinion, is fairly
stated in atenal respects to the basic financial statements taken as a whole.

Albany, New Yo
January 11, 2002




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Balance Sheets
November 30,’ 2001 and 2000

2001 . 2000

ASSETS . ‘
Cash and cash equivalents $ 1,?97,653 $ 943,295
Investments 201 2,340,738

Accrued interest receivable
Contributions receivable, net of allowance for
-doubtful accounts of $105,000 in 2001
Prepaid expenses
Deferred income taxes
Total Assets

LIABILITIES AND MEMBERS' DEFICIENCY
Current Liabilities
Uneamed contributions
Liability for reported and incurred but not
reported claims
Liability for claims adjustment expenses
Accounts payable )
Accrued expenses and other liabilitie
. Total Liabilities :
Members’ Deficiency
Unreserved
Accumulated other.com

. 23,735

$5,536,496

$ 1,483,200

7,051,093 4,947,000
45,054 143,904
4,916 63,022
630,906 422,276
9,728,474 7,059,402

(4,180,713) (3,233,322)

(11,265)  (13,680)
(4,191,978) (3,247,002)
$ 5,536,496 $ 3,812,400

prehensive

See Notes to Financial Statements.




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Statements of Operations
Years Ended November 30, 2001 and 2000

Percent of Percent of
2001 Total Income 2000 Total Income

CONTRIBUTIONS
Contributions written $ 6,552,079
Less program administration commissions (321,559)
Less marketing and promotion commissions
Contribution adjustments

Net contnibutions written
Change in uneamed contributions
Earned contributions

OTHER INCOME
Investment income
Realized loss on sale of investments

148,04
(47,157)

Interest expense
Total income 100.0
OPERATING EXPENSES
Claims paid 282,446 77.4
Claims reserve 2,512,000 85.2
Loss adjustment expenses 317,309 10.8
Workers' compensation fund assessment 346,877 11.8
" Insurance expense 328,019 1.1
Provision for doubtful accounts - -
General and administrative expenses 157,440 53

5,944,091 201.7

Total operating expenses
LOSS FROM OPERATIONS BEFORE
FOR INCOME TAXES
“Provision for income taxe:
‘NET LOSS :

(737,150) (126)  (2,996,900)  (101.7)
210,241 36 . (62,466) (2.1)
..(947,391) (162) $(2,934,434)  (99.6)

See Notes to Financial Statements.




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Statements of Changes in Members’ Deficiency
Years Ended November 30, 2001 and 2000

Accumulated

Other Total
Members’ Comprehensive Members'
. Deficiency . Loss Deficiency
Balance, December 1, 1999 $ (298,888 b (23:498) $_ (322,386)

Comprehensive income (loss):
Net loss 2000 ’
Other comprehensive income:
Unrealized losses on investments
arising during the period
Reclassification adjustment
Comprehensive loss

(2,934,434)

(2,924,616)

Balance, November 30, 2000 (3,2 3,680) (3,247,002)
Comprehensive income (loss): ;
Net loss 2001 (947,391)
Other comprehensive income:
Unrealized gains on investments .
arising during the period 6,142 16,142
Reclassification adjustment 3,727) (13,727)
Comprehensive loss ' (944,976)

$ (11,265)  $(4,191,978)

Balance, November 30, 2001

See Notes to Financial Statements.




- Community Residence Insurance Saving Plan
Self-insurance Trust For Workers’ Compensation

Statements of Cash Flows
Years Ended November 30, 2001 and 2000

2001 2000

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash
provided by operating activities:

Amortization of organization costs
Amortization of discount on investments
Realized loss on sale of investments
Deferred income taxes

(Increase) decrease in assets

$ (947,391) §(2,934,434)

Accrued interest receivable 2,853
Contributions receivable ) (84,123)
Prepaid expenses ‘ (49,956)

Increase (decrease) in liabilities
Unearned contributions

| Liability for unpaid claims and
claims adjustment expenses

Accounts payable
Accrued expenses and other liabi
Net cash provided by opera

CASH FLOWS FROM INVESTING
Purchase of investr__n nts

513,305 . 495,368

005,243 2,569,062
(58,106) 53,632
208,630 228,245
497,813 308,261

(4,744,710) (1,867,370)
4401255 2,184,146
(343,455) 316,776
154,358 625,037
943,295 318,258

$ 1,097,653 $ 943,295|>_

alents, beginning
alents, end of ye

$ 9,362 $ 6,652
$ - $ 57,380

See Notes to Financial Statements.




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
. November 30, 2001 and 2000

Note 1. Description of the Trust

Reporting Entity and Nature of Operations

Trust for Workers’
me operational on
Subd|V|S|0n 3-a

Community Residence Insurance Saving Plan (
Compensation (the Trust) was established Octg
- December 15,/1995. The Trust was established
of Section 50 of the Workers' Compensation Lav
administered by a Board of Trustees, consisting
maijority of its revenue from member contributi
employers engaged in providing community servi
expected loss rate within set parameters; satisfy alt :
carrier(s) and the Workers’ Compensation Board of the Stat
safety policies and practices of the Trust. Voluntar ermlnatlon
on the anniversary date of such membershi
shall remain liable for any and all dues
which the member was a participant in
and 2000, approximately 184 and 160 ¢
in the Trust.

r ended November 30, 2001
.. respectively, participated

Purpose of the Trust

ulfilling an employer’'s obligations
sation Law which provides for Workers'
, to form an overall Self-Insurance Trust pursuant to such

dvance discounts on contribution payments made by
erage; and to minimize the cost of providing
1g and refining specialized claim services and
} community services. A Program Administrator

The Trust was established
and liabilities under Arti
Compensatnon coverage

provided by the Trust and administered under contract with
st also has specific excess workers' compensation and
serage. Under the excess workers’ compensation policy, the
nsation coverage is $250,000 each accident. In addition, the
e greater of 100% of the trust contribution amount or the minimum
,000, in the aggregate, will be covered by the specific and aggregate
nsurance. Under the Employers’ Liability policy, the limit is $1,000,000
in the aggregate per po icy year. The Trust pays annual premiums for the insurance coverage.
Fees for claims administration are based on the number of claims incurred and are included in
claims adjustment expenses.




| Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 2. Summary of Significant Accounting Policies

Contributions Eaméd

Contributions are billed to the members based on nd estimated covered
payrolls of the participating members. Contributio :
revenue is recognized as eamed ratably over th
as uneamed contributions. No final adjustment
for the difference between estimated contribu
audited payrolls of the members. Such final adj

completion of such audits.

The Trust establishes claims liabilities ba
(including future claims adjustment expe ‘not settled, and of
claims that have been incurred but not re; h such costs must
be estimated varies depending on th stimated amounts of reinsurance
recoverable on unpaid claims are de ' npaid claims. Because actual
claims costs depend on such comple doctrines of legal liability,
and damage awards, the process u ilities does not necessarily
penodically using a vanety of

ion of estimated future claims costs is
relnance is placed both on actual historical data that reflect
sithat are considered to be appropnate modifiers of past
ilities are charged or credited to expense in the periods

greements to reduce its exposure to large losses on insured
overy of a portion of losses from reinsurers, although it does
of the Trust and the members as direct insurer of the risks
einsurance company should be unable to meet its obligations
e Trust would be liable for such defaulted amounts. The Trust
as liabilities unless it is probable that those risks will not be
mount was deducted from claims liabilities as of November 30,

2001 and 2 rance.

Income Taxes

Deferred income tax assets and liabilities are computed annually for differences between the
financial statement and tax basis of assets and liabilities that will result in taxable or deductible
amounts in the future based on enacted tax laws and rates applicable to the periods in which
the differences are expected to affect taxable income. Valuation allowances are established -
when necessary to reduce deferred tax assets to the amount expected to be realized. Income

tax expense is the tax payable or refundable for the period plus or minus the change during the
period in deferred tax assets and liabilities.




'Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 2.

Note 3.

. to current eamings.

Summary of Significant Accounting Policies, Continued

Estimates

ccepted accounting
that affect certain
those estimates.

The preparation of financial statements in conft
principles requires management to make estim
reported amounts and disclosures. Accordingly,
The significant estimate included in these finan
and claim adjustment expenses.

Cash and Equivalents

For financial statement purposes, all highly liquid investments red cash equivalents.

The Trust places its cash balances with hlg

institution
may be in excess of the FDIC insurance

es, such amounts

Investments

Investments, classified as avail
and losses are recognized as
and losses on investments are

et value. Unrealized gains
of members’ deficiency. Realized gains
tion. and are charged or credited

2001 2000
$ 570,064 $ 50,592
527,589 892,703

e ~Market Funds

ash and equivalents $ 1,097,653 $ 943,295

30, 2001 and 2000, the Trust had cash balances in financial
ederal Depository Insurance limits. These financial institutions
management believes that credit risk related to these deposits

institutio
have strong
is minimal.
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Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 4. Investments

er 30, consist of:

Investments are classified as available for sale. Investments at Nove

Unrealized

Debt securities

‘Equity securities
Unrealized
Gain
v rket (Loss)
Debt securities 51,626,478 § 3,383

714,260  (17,063)

Equity securities
$ 2,340,738 § (13,680)

" Note 5. Liability for Reported and:Incurred but Not |

incurred but not reported claims on a basis of
a.and the Trust's own histoncal experience. The
rded a liability for unpaid claims and claim
~ 30, 2001 and 2000 that is reasonable in the
use the Trust does not yet have sufficient historical loss

tions used in the determination of the estimated liability for
t expenses, the ultimate amount of unpaid claims and claim
ignificantly from the estimated amounts included in the

provided an estimate of reported claims and incurred but not reported
20, 2001 and 2000, on both a discounted and non-discounted basis.

Consulting actuan
claims as of Novem

The non-discounted estimate is $8,944,000 for 2001 and $6,383,000 for 2000.




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 5.

Note 6.

Liability for Reported As Well As Incurred but Not Reported Claims, Continued

On a discounted basis, the estimate is $7,051,000 for 2001 and.$4,947,000 for 2000.
Management believes these amounts fairly present the mated future claims
based upon current assumptions and levels of activi he liability for unpaid
claims consists of;

Liability for known claims
Liability for incurred but not reported claims
Total liability for unpaid claims

Discounted at 6%

8,944,000 '$76,383,000
051,000 $ 4,947,000

Income Taxes

amount of income tax
he difference is pnmarily
nd the net operating loss

The provisions (benefits) for federal.
determined by applying the federal stat;
due to the valuation allowance on ded '
carryforward.

Income tax provisions (benefit

2001 2000
Current
$ - $ (42,464)
100 100
100  (42,364).

210,141 (20,102)
fit) $ 210241 $ (62,466)

_ Total income tax provis

or income tax expense at statutory income tax rates and the
tions and changes in members’ deficiency foliows:

pro e statement,

2004 2000

Benefit at federg $ (250,631) $ (1,018,946)
Difference in rat - (21,706)
Capital losses & (5,531) (16,033)
Change in valuation allowance 457,097 992,713
Qther 9,266 1,506
Benefit from income taxes $ 210,201 $§ (62,466)

10




Community Residence Insurance Saving Plan

Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 6.. Income Taxes, Continued

s carryforwards which
rryforwards begin to

The Trust has available approximately $3.4 million of net
can be used to reduce future taxable income. The net op
expire in 2020.

Deferred Tax Assets

Financial accounting presentation requiremen
between the basis of certain assets and liabilitie
purposes. The tax effects of these differences, to t
as deferred tax assets and liabilities and consist o

Deferred revenue '$ 100,858
Allowance for doubtful accounts -
Net operating loss 954,776

Liability for unpaid claims and claims
adjustment expenses
Deferred tax asset
Less valuation allowance
Net deferred tax asset

117,265 145,712
1,448,302 1,201,346
1,448,302 991,205
$ - $ 210,141

provided t eferred tax assets to amounts

A valuation allowance h
be realizable in the

management believes a

Note 7.

e letter of credit with a bank which expires on
ed by cash and investments held at this bank.

the Trust's administrator and PRM Claim Services, Inc. is
The Trust paid approximately $206,000 in loss adjusting
00 to PRM Claim Services, Inc. In addition, the Trust paid
m administration commissions in 2001 and $257,000 in 2000,
anagement, Inc. '

k M

Note 9. Commitments and Contingencies

The Trust has entered into a participation agreement with each member to provide risk
management services, workers’ compensation and employer's liability coverage. The
agreement stipulates, among other things, that each member is jointly and severally liable for
the workers’ compensation and employer’s liability obligations of the Trust and its members
which were incurred during the member's period of membership in the Trust, imespective of the
subsequent termination of the membership in the Trust, the insolvency or bankruptcy of another
member of the Trust, or other facts or circumstances. Accordingly, the financial viability of the
Trust is contingent, among other factors, upon the financial viability of the individual members.

11




Community Residence Insurance Saving Plan
Self-Insurance Trust For Workers’ Compensation

Notes to Financial Statements
November 30, 2001 and 2000

Note 10. Managements’ Plans .

The Trust incurred a significant loss in the year ended Nove
a members’ deficiency (excess of liabilities over assets
response, management of the Trust has undertaken

>s designed to improve
its profitability and financial viability. These initiat

teps:

e The Trust continues to implement a new und
members with a poor ratio of claims to con
coverage terminated upon renewal.

Administrator, belleves that it can be me
reducing the ultimate cost of each claim

claims, thereby

e The Trust changed one of the inves

ed most of its funds to the -
advisor who previously managed so i

ves that this investment
investment manager.

« On November 30, 2001, t
contributions for the year

surcharge (included in earned
pproximately $1,503,000. The
he deficit, each participant’s loss
ember of the Trust.

ho are Jomtly and severaIIy Ilable for addltlonal funds to
ate its deficit.

12
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Community Residence Insurance Saving Plan

Self-Insurance Trust For Workers’ Compensation

Schedules of Expenses

Years Ended November 30, 2001 and 2000

Percent of Percent of
2001 Income 2000 Income

INSURANCE EXPENSE v
Trust reinsurance $ 262 $ 311,019 10.6%
Surety bond insurance 9,000 0.3%
Directors and officers insurance 8,000 0.3%
Total insurance .. $ 328,019 11.1%
GENERAL AND ADMINISTRATION

Actuanial services 0.7%
Legal 0.4%
Accounting and auditing 0.5%
Loss control service 30,000 1.0%
Workers' compensation audits 16,636 0.6%
Amortization 2,000 0.1%
Letter of credit expense 7,074 0.2%
Trust and investment administration 26,693 - 0.9%
Printing 4,540 0.2%
Loss control seminars 4,221 0.1%
Office expense and other 2,145 0.1%
Trustee Fees (13,500 0.5%
Trustee expense 3,576 0.1%
Total general and administration $ 157,440 5.3%

13




