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Leport

Independent Auditor’s

The Board of Trustees
Maine Municipal Association
Workers” Compensation Funds:

We have audited the accompanying comibined balance sheets of Maine Municipal Association Workers’
Compensation Funds as of December 31, 2002 and 2001, and the related combined statements of revenue
and expenses, changes in fund balances and cash flows for the years then ended. These financial
statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on 4 test basis, evidence supporting the amounts and disclosures m the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our-opinion, the combined financial statements referred to above present fairly, in all material respects,
the financial position of Maine Municipal Association Workers' Compensation Funds as of

December 31, 2002 and 2001 and the results of its operations, changes in its fund balances and its cash
flows for the years then ended i conformity with accounting principles generaily accepted in the United
States of America, '

Our audits were made for the purpose of forming an opinion on‘the combined financial statements taker
as a whole. The additional information presented in Schedules 1 through 4 is presented for purposes of
additional analysis and is not a required part of the ¢combmed financial statements, Such information has
been subjected to the auditing procedures applied in our audits of the combined [inancial statements and,
in our opimion, is fairly stated in all material respects in relation to the combined financial statements

taken as a whole.
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Exhibit A
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Combined Balance Sheets
(All Fund Years)
December 31, 2002 and 2001 o
2002 2001
ASSETS
{ash and cash equivalcnts $ 3,863,471 5.086,83‘7
U, S. government and agency securities 42 088,890 39,558,417
Corporate bonds 7,330,910 7311,818
Accounts receivable 11,803 26311
Accrued nterest receivable 69,666 611,305
Fixed assets:
Computer equipment and software 488,118 492,299-
Less accumulated depreciation (328.648) (281,518)
Net fixed assets ' 159.470 210,781
Total assets A 54,064,210 52,805,469
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Exhibit A, Cont.

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
‘Combined Balance Sheets, Continued
(All Fund Years)

December 31, 2002 and 2601

2002 2001
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 31,422 5,148
Deferred revenue 14,087 899,260
Claims loss reserves:
Claims reserve 20.254,405 18,311,765
Reinsurance recoverable (1,968,681) (1,372,130)
Supplemental benefits fund recaverable (452,501) {347,305)
Loss reserve discounting (2,340,552)  (2.123,380)
Net claims loss reserve 15492671 14468950
Claim service/assessment reserve 3,180,254 2,756,141
Total liabilities 18,718,434 18,129,499
Fund balances:
Reserve for statutory funding 1,151,322 1,093 088
Boeard designated reserve 1,699,962 1,623,980
Contingency reserve 32,494 492 31,958,902
' Total fund balances 35,345,776 34,675,970
Total liabilities and fund balances $ 54,004,210 52.805,469

See accompanying noies to financial statements.
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Exhibit B
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Combined Statements of Revenue and Expenses
(All Fund Years)
For the years ended December 31, 2002 and 2001 -
2002 2001
Revenue:
Contributions : $ 10,606,036 8.586.423
Less discounts (895,300) (722,503}
Less loss control credit 328.432) (340,183)
Less medical deductible credit , (8,848) {9,594}
Net contributions ' 9,373,456 7,514,143
Investment income 4,106,762 3,712.619
Total revenue ) _  13,480.218 11,226,762
Expenses:
Claims paid 7,735,843 7,274,889
Claims reserve - current year adjustment 1,942,641 1,011,439
Subrogation recovery (141.824) (190,518}
Deductible recovery (9,895) (12,048)
~ Ultimate claims loss. ’ 9,526,765 8,083,762
Remnsurance recovered {110,106) (1.197,046)
Reinsurance recoverable adjustment (556,549) 536,279
Supplemental benefits fund recoverable (105,166 (347,305)
Net ultimate claims loss ' 8,714,914 7,075,690
Loss reserve discounting - current year adjustment (217,172) (33.151)
Net claims expense 8,497,742 7,042,539
Reinsurance premivm 535,703 513,664
Professional service 47,723 50.512
Adminstrative fees 2,286,467 1930412
Regulatory assessment and fees 451,190 172,847
Claims serve/assessment reserve 424.113 1,264,001
Safety and scholarship grants 113,907 55,097
Depreciation expense 47.130 19,616
Mainienance coniracts 21,043 18,403
Dividends paid - 385,394 368,132
Total expenses ‘ 2,810,412 11,455223
Excess (deficiency) of revenue over (under) expenses $ 669,806 (228,461)

See accompanying notes {o financial statements.

1



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Combined Statements of Changes in Fund Balances

(All Fund Years)

~ For the vears ended December 31, 2002 and 2001

MMA_ 00018119

Reserve for Board Total
Contingency  statutory designated fund
reserve funding reserve balances
Fund balances at December 31, 2000 $ 32,197,432 1,088,784 1,618,215 34,904,431
Deficiency of revenue under expenses {228.461) - - {228,461)
Fund balance transfer (10.069) 1,304 5,765 -
Fund balances at December 31, 2001 ' 31,958,902 1,093,088 1,623 980 34,675,970
Excess of revemic over expenses 669,806 - - 669 806
Fund balance transfer (134.216) 58,234 75,982 -
Fund balances at December 31, 2002 $ 32,494,492 1,151,322 1,699,962 35,345,776

See accompanying notes (o financial statements.
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Exhibit D
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATICON FUND
Combined Statements of Cash Flows
(All Fund Years)
For the years ended December 31, 2002 and 2001
2002 2001
Cash flows from operating activities:
Excess (deficiency) of revenue over (undér) expenses S 669,806 (228.401)
Adjustments to reconcile excess (deficiency) of revenue over
(under) expenses to net cash used in operating activities:
Depreciation 47,130 39,616
Investment income recognized (4,106.762) (3‘7'12;(ti1"))
Changes in assets and labilities: 7
Accounts receivable 14,508 (24,271)
Accrued inferest receivable 1,639 -
Prepaid expenses - 556
Accounts payable 26,274 (218,850)
Deferred revenue (885,173) 899,260
Clamms loss reserves 1,023,720 1,167,262
Claim service/assessment reserve 424112 1.264.001
- Net cash used in operating activities (2,784.746) (813,506)
Cash flows from capital and related finaneing activities:
Purchase of computer equipment - {129.544)
Net cash used in capital and related
financing activities ‘ - (129,544)
Cash flows from mvesting activities:
Maturities of U, 8. government securities 12,982 4060 20,000,000
Purchases of U. S. government securites and
corporate bonds (14,189,760) (20,871,100)
Investment income received 2,768,740 3,092,979
Net ¢ash provided by investing activities 1,561,380 2,221,879
Net increase {decrease) in cash and cash equivalents (1,223.366) 1,278,829
Cash and cash equivalents at beginning of vear 5.086.837 3,808.008
Cash and cash equivalents at end of year 3 3,863,471 5,086,837

See accomparnying notes to financial statements.
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WORKERS?! COMPENSATION FUNDS
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund”) was established on November 1,
1978 1o provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2002 and 2001, respectively, there were 521 and 512 governmental entities who
participated in the Funds. Participants share risk in proportion to their contributions. The Fund is administered
by Maine Municipal Association for which a management fee is assessed and included in expense. These
financial statements include only the accounts of the Maine Municipal Association Workers' Compensation
Funds. The Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250.

Tax Exempt Status - The Fund is a Trust Fund established and administered by the Maine Municipal
Association, a tax exempt instrumentality of the municipalities, and therefore is exempt from mcome taxes.

Fund Accounting - Each vear a new fund is established to cover potential claims incurred for that specific
period. The operations for each fund vear are accounted for by providing a separate set of self-balancing
accounts which comprise its assets, liabilities, fund balances. revenues, and expenses. The accompanying
financial statements reflect the combined financial position, results of operations and cash flows of the fund for-
all fund years. '

Basis of Accounting - The accrual basis of accounting is followed for all fund years,
o =

The Fund follows the provisions of Government Accounting Standards Board (GASB) Statement No. 10
Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, as amended by GASB
Statement No. 30, Risk Financing Omnibus. Contributions are recognized as revenue over the contract period for
which risk protection is provided which corresponds to a fund year. A Hability for unpaid claims, including
estimated claims incurred but not reported, is accrued when insured events occur. Anticipated investment income
15 considered in determining whether a contribution deficiency exists. The Fund applies all applicable
pronouncements of the Financial Accounting Standards Board except those which conflict with pronouncements
of the GASB. ' '

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents.

Investments - All investments are carried at fair value, based on quoted market prices, in a single pooled’
mvestment account for ail of the Workers' Compensation fund years, The Fund's investments consist of U.S.
government and agency securities and corporate bonds. none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2002 does not differ materially from the
aggregate carrving values of 1ts fimancial instruments recorded in the accompanying balance sheet. Each fund
year's portion of principal, interest, capital gains and losses 1s determined by its cash and investments in the
pooled investments. '

Accounts Receivable - Accournits receivable have been adjusted for all known uncollecuble accounts. No
allowance for bad debts 1§ considered necessary at December 31, 2002 and 2001,
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Fixed Assets - The cost of computer hardware and software is being depreciated on a straight-line basis over the
estimated useful lives of three to five vears.

Deferred Revenue - Deferred revenue represents contributions which have been received by the Fund related to
the next fund year.

Claims Loss Reserve - Claims lossreserves represent the estimaied ultimate cost of settling all reported and
unreported losses at the balance sheert date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but-the ultimate cost of settling this
lLiability may vary from the estimated amount. Accordingly, this estimate 1s reviewed annuvally. Any adjusiments
resulting from the settlement of Josses will be reflected in the statement of revenue and expenses at the time the
adjustments are determined.

Claims Service/Assessments Reserve - The Claims Service/Assessments Reserve is actuarially determined and
consists of estimates for (1) service fees for future claims and (2) futore assessments by the State of Maine.
Management believes that the reserves are adequate, but the ultimate net cost of settling this liability may vary
from the estimated amount. '

Reinsurance - The Fund uses rémsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of Josses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured risks as liabilities
unless it is probable that those risks will not be covered by reinsurers. Premiums ceded to reinsurers during 2002
and 2001 were $535,703 and $513.664; respectively. The amount deducted from claims liabilities as of
December 31, 2002 and 2001 for reinsurance was $1.968,681 and $1,372,130, respectively.

Contributions - The member contributioris required are based on the standard prensum workers’ compensation
ates similar to an insured plan. Various premium discounts and credits are given to members. The contributions
for 2002 have not been fully determined; the current premiums are based on estimated payrolls, Audits are
conducted during each succeéding year to adjust for actual payroll expenses incurred by the members.

Safety Enhancement Fund - In Novémber 1999, the Board of Trusiees established a Safety Enhancement Fund
by transferring $500.000 from Contingency Funds. The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis intervention

program.

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assamptions that
affect the reporied amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period,
Actual results could differ from those estimates. Significant estimates utilized in the preparatian of the financial
statements include claims loss reserves and the claim service/assessment reserve.

-4



MAINE MUNICIPAL ASSOCIATION MMA_ 00018123
WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management (CMA) and money market accounts and
consist of the following at December 31: ’

2002 2001
CMA-deposit § 4,746 125,469
CMA-swee 35,018 OR7.836
Money market accounts ‘ _ 3.823.707 3.973.532
Totals $ 3.863471 5086837

Cash and cash equivalents for all of the Maine Municipal entities are pooled together, at a single financial
institation, in cash management and money market accounts. The cash management-deposit account amounts
that exceed the $100,000 FDIC insured limit are considered uninsured and uncollateralized. The CMA-sweep and
money market accounts are held in 2 money market mutual fund which invests exclusively in securities 1ssued or
cuaranteed by the U.S. Government or certain of its agencies and.instrumentalities.

The MMA-Workers' Compensation Fund portion at December 31, 2002 and 2001, had bank balances totaling
$481.622 and $1,234,021, respectively. The financial statement balance for each entity reflects a reduction for
ontstanding checks at that date.

Investments - Investments are categorized into three categories of credit nisk.

1. Insured or registered, or securities held by the Fund or its agent in the Fund’s name.

2. Uninsured and unregisiered, with securities held by the counterparty’s trust company or agent in the Fund’s’
naIme.
3. Uninsured and unregistered, with securities held by the counterparty or its trust department or agent but not

n the Fund's name,

Al December 31, 2002 and 2001, investment balances were as follows:

2002 2001
Category Fair value Fair value
Corporale bonds 1 § 7.330910 7.311.818
U.S. Government and agency securities I 42.088.890 39.558.417
Totals . $49.419.800 46,870,235

The aggregate fair value of corporate bonds and U.S. government and agency securities at December 31, 2002, by
contractual maturity, are as follows:

Aggregate

fair value
Due in one year or less $ 8.137.063
Due after one vear through five vears 41.282.737
— . Total $ 49.419.800
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION F UNDS
Notes to Financial Statements, Continued

NET APPRECIATION IN FAIR VALUE OF INVESTMENTS

Net appreciation in fair value during the years ended December 31, 2002 and 2001 by type of investment is as
follows. Such amounts are included i investment income on the statement of revenue and expense.

2002 2001
Corporate bonds S (3.644) 198,188
U.S. Governiment and agency securities 1,456,537 657.408
Totals § 1.452 893 855,596

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 21, 2002, are developed from an actuarially determined
loss analysis and are as follows:

Reserve Actuarially
based on Actuarial Tatal Net paid determined
Fund Year known clatms reserves reserves claims ultimate claims
1978-1979  § - - - 719,077 719,077
1979-1980 - - - 2,532,544 2, 53“ 544
1980-1981 - - - 3,327,467 3,327,467
1961-1982 14,164 5,002 19,166 2,955,659 2,974,825
1982-1983 - - - 3.975,309 3,975,309
1983-1984 - - - 5,077,576 5,077,576
1985 476,091 3,438 479,529 7,002,092 7,481,621
1986 237,885 84,003 321.890 7,017,272 7.339,162
1987 284,380 8.383 292,763 8,538,442 8,831,205
1988 79,955 28,235 108,190 7,935511 8,043,701
1989 85,893 30,332 116,225 9,441,637 39,557,802
1990 179,004 63,212 242216 8,428,028 8,670,244
1991 196,107 84,385 280,492 7,840,689 8,121,181
1992 210,959 160,225 371,184 8,662,334 9,033.518
1993 867,380 253,198 1,120,578 8,238,949 9,359,527
1694 142,001 316.101 459,102 5,797,035 6,256,137
1995 177,449 248,274 425,723 3,861,373 4,287,056
1896 250,537 315,047 565,584 4,762,768 3,328,352
1997 243,691 425792 671,483 3,863,621 4,535,104
1998 897,469 428,522 1,325,991 3.958.029 3,284,020
1999 749,495 §61,037 1,610,532 4,608,881 6,219,413
2000 1,445,625 966,275 2,411,900 4,538,413 6,950,313
2001 1,435,501 2,374,011 2,809,512 3,099,539 7,809,051
2002 3.346,609 2,275,736 5,622,345 2,431,584 8,053,929

Totals § 11323,195 8,931,210 20,254,405 129,513,829  149,768.234
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WORKERS® COMPENSATION FUNDS
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Exhibit A include a reserve recommended by the independent actuary
for loss reserve discounting.. This reserve provides for discounting the claims loss reserves by 5.0% based on the
payout patterns recorded over the fund’s history. This reserve anticipates the accrual of conservatively projecied
investment income over the life of each fund. This adjustment conforms with the funding requirements of the
State of Maine Bureau of Insurance.

Each fund has entered into specific reinsurance eontracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for each year except 1991-1993 in which
there was no coverage. The limits for the specific reinsurance for individual claims are as follows:

Specific Reinsurance

Fund vear Attachment
Maritime/
Regular USL&H
1978-1979 to 1983-1984 $ 250,000
1985 to 1990 350,000
1991 to 1998 400,000
1999 to 2001 350,000 400,000
2002 400,000 400,000

The aggregate reinsurance hmits are listed below along with the total amounts recoverable from both the specific

and aggregate reinsurance policies based on the actuarially determined ultimate losses are as follows:

10
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUNDS
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

Actuarially Aggregate
determined reinsurance Remsurance Remnsurance
Fund Year . ultimate losses attachment recovered recoverable
1978-1979 $ 719,077 1,000,000 - -
1979-1980 2.532.544 1,647,658 884,886 -
1980-1981 3,327,467 1,896,317 1,431,150 <
1981-1982 2,974,825 2,756,246 198,564 20,015
1982-1983 3,075.309. 2,987,190 988,119 -
1983-1984 5077576 3,379,864 1.697.712 -
1985 7.481.621 3,913,707 3,072,636 495278
1986 7,339,162 4,923,803 2,089,578 325,781
1987 8,831,205 9,280,199 - 5,683 244.619
1988 8,043,701 11,524,021 149,907 (3;461)
1989 9,557,862 12,871,277 - -
1990 8,670,244 14,547,254 44, 829 (5,794)
1991 8,121,181 - - -
1992 9.033,518 - 145,143 -
1993 91359527 - - 533,598
1994 6,256,137 13,858,008 - -
1995 4287096 13,406,885 - -
1996 5,328,352 11,636,779 = -
1997 4,535,104 12.0(:0,000 - -
1998 5,284,020 7,894 675 - 192,869
1999 6219413 8.595.625 - 36,183
2000 6,950,313 9,733,330 - -
2001 7,809,051 10,711,749 - -
2002 8,053,929 11.356,927 _ - 129,593
Totals § 149,768.234 169,921,514 16,708,207 1.968.681
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

AM. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The
2002 A. M. Best rating for each company is also listed.

_ Type of A. M. Best Fin size
Fund vear Reinsurance carrier coverage rating category.

1978-79 to 1979-80 International Insurance Co. (ISLIC) Specific {not rated) (not rated)
1980-81 to 1981-82 United States Fire Insurance Co. Specific A- (Excellent) X
1982-83 to 1983-84 General Accident Ins. Co. of Amer. Specific A (Excellent) XV
1978-79 to 19€3-84 Employers Reinsurance Corp. Specific and

Aggregate A-+ (Superior) XV
1981-82 to 1983-84 Northwestern National Insuranée Co.  Excess

Aggregate (not rated) V
1985 to 1990 General Reinsurance Corp. Specific and

Aggregate A++ (Superior) XV
1985 to 1986 Royal Insurance Company Excess

‘Specific A- (Excellent) XIv
1991 General Reinsuranee Corp. Specific A+ (Superior) XV
1992 10 1993 Odyssey America Reinsurance Corp  Specific A (Excellent) X1

(formerly TIG Reinsurance Company) '
1994 10 1995 Travelers Specific and
(formerly Aetna Casualty & Surety)  Aggregate A+ (Superior) XV

1996 16 2001 Safety National Casualty Corp. Specific and

Agoregate A (BExcellent) VI

UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents changes
1n these aggregate Habilities as of December 31:

2002 2001
Claims loss and claims service reserves at beginning of year $17.225.001 14.793_828
Incwrred claims and claims service reserve expenses:
Provision for insured events of the current year 8.210,090 7,662,906
Increases in provision for insured events of prior
years ; 973,590 - 2.043.244
Total insured claims and claims service
TESErVe EXPenses 8,183,680 9,706,150
Payments:
Claims atiributable to msured events of the current year 2,445,502 2,218,838
Clauns attributable o insured events of prior vears 5.290. 344 5.056.049
Total pavments 7,735,846 7,274 887

Total claims loss and claims service reserves atend of vear  §18,672,925 17,225,091
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

EXPENSES

£

Estimates of retnsurance premiums, claims service fees and administrative fees are recorded as expenses in the
initial fiscal year of each Fund for all of the services expected to arise out of that Fund. Changes in these
estimated expenses are treated as current income or expense.

INTERFUND TRANSFERS

In order to-provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Where excess funding has been permitted, some of the funds transferred have been returned.
Transfers affected during 2002 are shown within Schedule 2. The net of all transfers made between Warkers'
Compensation Funds since inception is reflected in Schedule 3.

FUND BALANCE

Under a policy of the Trustees of the Fund, the fund balance is segregated into three components.

The Reserve for Statutory Funding is calculated by an independent actuary to a 75% confidence level based on
the loss development variations experienced by the Maine Municipal Association's Workers' Compensation Fund
over its history. The calculation indicates that this reserve plus the claims loss reserve and claims
service/assessment reserve will be adequate to that confidence level to cover variations in the claims loss reserve
development. This adjustment also conforms with the funding requirements of the State of Maine Bureau of
Insurance. As of December 31, 2002 and 2001, the Reserve for Statutory Funding totaled $1,151.322 and
$1.093,088, respectively.

The Board Designated Reserve is maintained to recognize the possibility that actual Toss development may vary
from the expected developmerit underlving the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2002, and 2001, the
Board Designated Reserve totaled $1,699,962 and $1,623,980, respectively.

The Contingency Reserve represents accumulated funding in excess of the statutory requirements and the board
designated reserves. The Workeérs' Compensation Fund Trustees have established this reserve to be held for the
future financial stability of the Fund. As of December 31, 2002 and 2001, the Contingency Reserve totaled
$32,494,492 and $31.958.902, respectively.

—
(5%}
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WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

ADMINISTRATIV E SERVICE FEES

In fund years 1979 to 1998, the annual services fees paid by the Workers' Compensation Funds to the Maine
Municipal Association provided compensation for MMA services to each fund year unuil its conclusion. For this
purpose, each fund year was estimated to have an effective span of ten calendar years. In 1998, management
conducted a thorough analysis of the projected dollar value of future services to fund years 1978-1979 through
1998. As aresult, the Maine Municipal Association refunded $557.444 to the Workers' Compensation Funds at
12/31/98 and offset the 1999 fee by $120,714. Management has also determined that service fees paid to the
Association in 1999 and subsequent years will be limited to compensation for twelve months of service. The
remaining balance of the Maine Municipal Association's Deferred Revenue Account, $482,854, will be used (o
reduce the annual service fees in 2000 to 2003, in the form of annual fee offsets, to reflect prepayment of services
o 1998 and prior fund years. in this period. The balance in this account at December 31, 2002 and 2001 was
120,712 and 241,424, respectively. ’

-
-~

i

CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third-parties to settle claims liabilines. These liabilities have
been removed from the combined balance sheet. The annuities have been purchased from highly rated insurance
companies and management believes that the likelihood that the Fund will be required to make future payments
on the clarms is remote. The aggregate original purchase amount of such annuities at December 31, 2002 and
2001 totals $7,441.690 and §7.368.758, respectively.

TERMINATED MEMBER'S RES ERVE

Section IJE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for their
proportionate share of the incremental difference between funding at the 90" confidence level and the 95"

confidence level, The Rule further states that the group must increase its security by such sums.

At December 31, 2002, the Fund maintained security for all fund years at or above the 95" confidence level,
Therefore, all departed members have met their obligation to fund exposures to the 95" confidence level and no
additional security is required.
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MAINE MUNICIPAL ASSOCIATION
“"ClRl’\’.ERF“ COMPENSATION FUND
Combined Balamce Sheet
December A1, 2007

197879 197980 1980-41 T981-82 1982-83 19R3-54 1988 1986 1987 1088 1948 19%0 1991
Fand Year  Fund Year  Fund Year  Fund Year  Fond Year Fuod Year  Fuod Year  Fuod Year . Fusd Year  Fund Year  Foud Year  Fund Yesr Fund Year
ASSETS
Canh and cazh eguivalents ¢ 4,588 5,723 1,753 6,529 o, 189 7,420 11090 R,325 44,851 55,241 1 6 47,704 120,994
Investimenty:
Corporale bonds 5,706 259 3326 12388 11,744 [E R 21000 15,797 85,105 g 819 j16.517 138,468 229,589
L. 8. governnmeat secuiities 49,934 62,343 19,0935 71,125 57,423 40,835 120,509 90,696 488,614 601,799 568,959 731515 1,318,137
Total mvestments 58,650 73,202 12421 23,513 AL G4.915 141,969 106,493 513,119 706,618 Fasdie " 866,043 1,547,726
Aceounts receivable . - . “ . - - - - . . - -
Accrued imterest receivable T3 I3 277 1.030 977 LATE 1,751 1314 1,078 3,718 9,640 10,684 19,003
Fixed assels:
Campueter system - - - - . - - % E ~ - - -
Accumulated depreciation - - - - - - - s -
Net fixed assets = n = = -
Total assets s fd, (101 79328 24,451 91.672 86,333 193,506 154,819 116,132 615,648 TIOATT 856,572 944,431 1,687.515
LIABILITIES AND FUND BALANCES
Liahilities
Accounts payable - - - - - 1,142 -7 - - 26 . 160
Delerred revenue - - . - - - - . - - -
Clzims loss reserve;

Claims reserves - - - 19,166 - - 479,529 321850 292,763 108,390 116,225 42216 280492,
Retnsurance recoverable - - - (20,015) - - (495.278) (325,782) (2446191 3,460 ~ 3,794 -
Supplemental henefity funid recoverable = - 2 B o = 3 - 2 5 =
Loss yeserve discounting - ! - - - - - (584) {1,312} 1,409} {2,936} (6,739)

Net claims loss reserves - (42 - - £13,74%) £3,892) 47,560 110,338 114,816 To243074 273,153
Claims servioe’ reserve - - - 5,418 st - 60,238 47,351 6,410 16,873 17,334 17,654 47,633
Net claims foss reserve -~ - 4,564 51 3 A4, 489 43,459 83,570 127211 132,150 292,725 321388
Total liabilities - 4,569 45,031 43459 §3,570 j27.311 112,246 292,725 321,348
Fund halances:

Reserve for statuary fanding - - B - - - 2,382 R,35% 9,392 19,637 22,140
Board desipnated sescrve - - - - - - - - 3A16 11,849 12,312 25,596 29.8l0
Coalipgency reserve 64001 79,813 24,451 a6, 503 £6,282 103,506 109,188 72,673 536,080 623,162 702,621 06,473 1,314,517
Total fund halamces 64,001 79,828 24,451 86,503 86,182 163,806 109,188 2,673 42,078 643,366 724,316 . 651,706 1,366.267

Total iabilities and X
fund balances 2 64,1301 79,828 24,451 H1,672 86,333 113,500 154,819 116,132 615,648 770,577 850,572 D44 431 1,687.415
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MAINE MUNICIPAL ASSOCIATION

WORKERS COMPENSATION 'UND

Conblned Balunee Sheet, Continued

Sehedate 1, Cont.

Totals
19y 1993 F4 1993 %k 1991 1998 159 2000 i W} 2003 WSS (e morapdusm only )
Funil Year Frad Year fund Yenr Fuend Ve Fund Year Fund Yenr = Tunad Yeur Fumd Year Fusl Year Fund Year Fiunef Year Tt \‘sn_r_ Fuml 2002 200y
ASSETS )
Cah il cash eyoivilents 3 13250 153,084 158,129 152604 A1 68T 438,240 481,937 EF 2T 43,118 RN A16067 R4 143004 1863471 SRR
lnvestments:
Corpirate yunds 251,502 RS 100, (047 479,02 FUR, 725 R1).55% B4 454 S30eN7 EISIE b a6 246 979234 1869 P LY TAWMBIY T30 818
LS. mysemmend secunities L3 846 Larr.st 1,72 2782155 4SR5 715 43742158 3280036 1053594 L6554M 1 | 3 ast 5622068 {734 156,266 J20KB.80 30558417
Fertatl Bnsestomeniz LAUS R 1,968,693 2200 L5137 S840 5,608,773 6,164 000 1,597,304 1117488 4,433,597 6,601 302 2499 IHVAR4. 49419800  JEE70,215
Acvrunis eoejvabile . - . - - 156 - (367 1R - 11,800 26411
Avvrocd intores receiveble HWis 4399 24,951 VLEGS O6.42% 40,155 16,050 44,170 8458 57003 81,438 156 2,264 [ AL 611,45
Fived gsees
Cninpuier syslem a 4ER.118 - ARE.T IR A9,
Aceummlaiad depoeciation {32R.048) (328.64R) (261,518
Net fixed aasets - 150,470 - 159470 11078
Total assels 3 1.848.907 X 147.976 1,205 7H8 Asmt £,871,802 6. 113168 6,722,823 3922794 3,409,661 S 18,062 7,310,094 13,740 200092 54,064,210 52,805,469
LIABLLITHS AND FUND BALANUCESR
Liatalities
Accitis pavaliz U0 0 n 454 4 PXO4E 15,196 3 A2 5,048
Dieferred revanue - - 14307 - 14087 8940260
Claims loss iesere
Lo ESerVes ATL 054 LLE20L5T% RASR i A25.723 $68,584 71,483 132584 1610552 2,015 JEM.S12 S 345 -~ 20,254,405 TEALTGS
Reinsurance fecoagrahle - (331,507 s - . - [192.568) fMARY) - (129.593) < (L6868 () 0T
Supplemenial benofits fund seeoverable - 24,300) (14.370) 8304 ih7,505) (19,345 (31568 RS ES) 2 - s - - {452,501 (305
Luss resarve discounting ) (17,544) (42,132) (41,704 (47938} {7512 (33.3i5) (16524} 1242,200) (LR £338.235 (130,619) - (2.340,552) (2 123,350)
Net clnims loss rewervwes LLLNGETH] AN ALy TUHEIG 427,457 505 932,341 1204997 1068 01 3.2 AT6L101 i 15492671 TLAGE 950
Clauns servicefassesmient Tesene 4,397 {33484 63,766 TR30 104,706 105.505 167,652 229.67h AN G034 [P ] - LIS0254 2,780,140
Nel ciains joss nessrve 418,037 631717 A6, 795 6,146 S350 S0 AUE 1,080,993 1524473 2,421,792 IRiIaND 5, 160588 - - 15,672,925 17,2251
Tonl fabilithes 418,037 633,707 467.135 IR0 332,185 Sl 1089907 1524471 2421742 LRTIN) 377760 14047 13396 15718414 (8. 129,409
Fund batfmmeces:
Reserve e statuary funding 28.290 12,395 1o 28 880 3540 39.25) 2041 8250 157,224 248,650 MR - 1,061,322 1.1193 088
Hoand desipatind resorve AL 44,672 4553} 47,80 2313 57,744 R0I6 129,086 330 K0T X808 - - 109 962 1.623.980
Conimeeiey peservg 1364, 4K 1. 417.2m poend3 JORETSS 5,250,956 5515085 SAU2.200 2,180,744 586,270 A27.658 131515 (AN 84696 32494492 X} 0AR.002
Totusl fand bubyces 1AMLET0 1 AB269 {738,658 3154133 83617 S0l Sel2ulG 2,398,321 977808 1.24608] 1453.453 (M7 IRGAGH 3538076 BLATS.9T0
Toral Hahilities amd
fund balances $ L B44,907 2147976 2,205,788 3,324,011 ERTAM 6,113,168 £,722,033 3922794 3,399,661 5,5118.0062 7,270,040 13,240 200,092 54064210 52,805,460
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Schiedule 2
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Combiued Revense anil Expenses sod Chaopes in Fund Balapces
For the period ended Deceiber 31, 2002 R
1978-79 1970-80 19808 1981-82 1952.83 198384 1985 1986 1987 198K 1989 1ooa 1991
Fund Year  Fund Year  Fund Year  Fuad Year  FundYear  Fund Year  Fund Yoar  Fund Year  Fund Year  Fund Year  Fund Year  Fund Yesr Fund Year

Revemie:
Standard preminm b 1 - = - L 3 & i - . N . .
Premuun discoiint s - B - - e - - . i 3
Loss control crédit - - - - - - - ‘ = =
Medical deductible credit - . . . r &
Net cantributions - - - - - . g . S F . p 2
_ Investment wcone . 4,650 S5 1,792 0,069 6,293 7,586 12,793 7,098 47,014 56,786 62,832 H5062 128,952
“Lotal revenue 4,640 2851 1,793 A,669 65,293 1580 2,793 7,798 47,014 506,786 62,832 64,062 ~ 128.9%2
Ixpenses: .
Claipz ]!;lid_ - - - 935 550 . 42,528 15, R8T 18,764 '9.480 2287 124.050 103, 602
Clabms reserve-current year adj. - - - 19,166 . . (39,090} 250,239 116,720 84,063 16,611 (81,806) (184,104)
Subrogation recovery - - - . - . y Va H - = - "
Deductible recovery - - - - - - i - s . = 3 5
Ultimate claims boss - - . 30,101 550 - 3438 266,120 144 984 23,543 18,898 42,244 (50,502}
Reins recovered ' e - - (5.583) (4.584) - (38878 {15,830 - . - (44,829) -
Reins recoverable adj. - - . (14.518) 4434 . 42238 (260,294)  (112.896) 3460 . 44,350
Supplensental benefits fund recoverable . - - - B - - - . & w i +
Net ultmsite claims loss - - i} - = - 6,798 - 32088 97,003 18,898 41,765 (BO.5023
Luss discounting = - - _— - - . - a8l {730 084 3923 £5.220
Met claims expense . - “ . - E 6,798 - 32,569 96,371 19,882 45,688 (65,2823
Reinsuranee premium - - - - - ! e A : - - - . -
Professional service fees - .. - - - » - - - - - B -
Administraiive service e - - . - - - ‘ - 5 . -
Regulatory assessments and fees - - - - - - E. . - - = = -
Claims sve/nssessment réserve - - (1.931) 4651 {5.292) - (4,750} 25,943 14416 .8 {367) 1413 (18.512)
. Safety and scholarship grants - - - - - . 3 - = . g 3
Depreciatton expense - « - - - . - b a & - - -
Maitit=nance contracts - -~ - - - - = _
Dividends paid - . : . 2 - . . . . - = .
Total cxpenses = < (1931 4,651 (5.292) . 2,048 18943 46,585 102,170 193158 47,101 (83,794)
Excess (defiviency) of revenue over
(under) expensas 4,690 5,851 3713 2,018 11,585 7.586 10,745 (18.145) 49 [E5- N0 HY 43,517 21961 212,746
Interfund (ransfers:
To 2002 fund . - - - - - - - {238,282y (321,166) (335.503) (R14.564) {394.452)
Net change i fund balances 4,690 5,851 3123 2018 11,585 7,586 16,745 (18,145 {23_’3.133 ] (564,550 (291.9106¢) (792,603) (181,736)
Pund bulances, bepining 59311 TARIT 20,728 84,485 74.697 95520 98443 90,518 780,311 1,209.014 1,016,312 1.444.309 1,548,003
Fund halances, eniling - 3 64,001 . Te828 24,4451 86,503 Sa. 182 1113, 508 109,188 71673 541,078 543,360 724,326 651,706 1,360,267
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Comnthised Fevenoe and Expenses and Chiznges b Piod Balances, Camtbed

MAINE MUNICIFAL ASSOUIATION
WORKERS COMPENSATION FUND,

Schedute 7, Cont,

Totals
1992 1923 1994 1995 10046 1997 1938 1599 200 pitil] 133 2013 WCSS {mentorandum only)
Fuad Year Fung! Yesr Yund Year  Fund Year  Fund Year  Fuod Yesr  Tond Year  Fumd Year  Fund Year  Fuod Yénr  Fund Year . Fund Year Fund 1002 o0t
Reverne
Stunbied preming - - - 9.2032) A2 el ied - - 506,006 BAR6AZY
Premiurm discoulk . a (595,300 - 495 300) (722,508
Lass cordrol credit ) i (228,432) 3 {328,432y (340,183
__Medical deductible eredit - . (8,848} (REARY 4,594)
Mt contritutinng . » . . - ¢ . e {9,262 433313 2950485 . 9373436 T.514,143
Divestmend meome 35,241 159,071 162385 162255 447,538 452,226 2N 301516 1’:’4315 417,302 562,406 3 4,100,762 1,712,619
Tolal sevente 130843 159,071 162355 263,235 447,738 62,020 a0l ENETS 265,166 840855 2521291 53 13408 11236762
Exgiensss
Clanns paid o4 18 IREN W 1A [l i JE21T8 plarla 392,045 670,460 966,148 LRIS 15T TA45,502 - TS B4R T8
laes reserve-currem yeas 5di (ZRT. 51} (306,050 (163,403) {121,334) (334,530, (170,374) 165,901 LA (BATR3)  (1372.955) 622345 » 142,641 1,017,439
Subrogitien recovery . . 13564 194543 » (30,000) (14,0571 (10,004) 156,105) (20,308) (T A2 (41824)  {90518)
Deductible ieesvery 5 g = . . . i26 » (285) 2.310) {6,428 - {9,395} (12,048
Uiltimate claims Ioss (1ATRS) {191 R8Ty {134.478) 15019 47648 193,952 SALE 319,442 Rig24 418,584 f051920 B 9,536,765 &.081,762
Rieins recovered . R = . . e = - 2 . - (10,1067 (1.197,046)
Rems recoverable adi {73,188} . . - (110,542) = = (129.593) & (596.54%9) 336279
Supplemental benefits fiend recoverable o 29189 (B 606} 13854 15,540 {13 A% (31,568) 2015 . 5 . s (108,196) (147,304}
Netwltimate claimg loss (2I0,783) (D956 (254084) FTEEE) 63,188 61,462 400,159% AT §7,024 418534 0% 3 5,714,904 7,075,690
 Looss discounting 28,440 46,006 251 20,071 48,701 8647 1,134 41,507 1,46 JRRTE {T30.625) Q17,172) AL
et e lafms expense {195 345; (189,950) {212,831 59044 |OR AR89 o loe 403,119 15908 137,570 337,862 ey - 4,497,742 7,042 539
Reimsirante premum . . - ‘ E - - . - S18704 ~ 515783 STX664
Profissinnal service fees - - - 42,72) - 47,923 0512
Admpisative service - - - - - - - 2388407 - -~ 1,286,467 1980412
Regulatory nssessmems and fees - - - - - . - - - 216,860 219 A0 B 451,190 172,547
Chims syeissessment reseve (28,229} (42,004) {21,644) 770 (2705 €18,70) 1,199 (5745%) (138364  (HI838T) 1002465 . 124013 L2ndon
Safery and scholaship grams . . - . - . - . . - 113,507 113,907 s5a07
Dyepreciation expernse . - ; s 47,030 2 H 4,100 19616
Maintenaice contracts - - - - - B - - 2548 21,048 1E 403
Drividtends paid 3 . . . & 5 2, - 335, 1M . - . 335334 I6H.132
Toal €xpenies (233,874) (231 564) (234477) APRTH 1 0580 S A0 421,528 301,876 S3.006 B21,735 11368168 ADD 113907  JLSI0412  |14852
Excess (deficency) of revenue over
{under) expetaes 0,717 agrms 39’,8]2 207,441 EETRGER 365.R19 S0,483 40 211560 %R0 {1.3468,27T0 N (L3207} £69,806 (228.463)
Inter fund sransfers:
To 2003 fiund . (6074} (117.037) (S§625E)  (57455) 2 = : 3 . : 3A43.039 . 5 - .
Net change in fund balances 5.357) 273878 [189A434) 110,986 Mi648 165,812 30,483 40 211560 18820 1577662 4N (113,907) €69, 800 (225,481)
Fund balances, beginning 439227 23381 19MOTF  Lgiuids 4597960 S246237  £5a3483 2Mmam 66400 1.227,131 (5207 208600 759707 904431
Fund balsncet, ending 1AN0870 14,259 1,734,643 J154.13% EAAA17 5,6§2.076 §.622.036 LIEA2] 97788 1,248,051 1.592 455 347y 184,806 35,345,776 4,673,970
L]
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenue and Expenses

For the peried Noyember 1, 1978 throagh December 31, 2002

Schedute 3

1978-79 197980 1980-81 198]1-82 1NR1-83 1953-54 1985 1986 1987 1988 1989 19%0 1991
Fund Yesr  Fupd Year Eund Year Fund Year Fund Year  Fond Year Fund Year  Fund Year . Fund Year  Fund Year Fund Year Fund Year Fund Yesr
Revenue!
Sundurd Iilc'lllillln 3 RUR 236 208,104 2,906,927 4,240 342 4595671 5,032,583 6,021,088 §,83I8.6158 8513891 11,896,947 13,224,125 14,920 260 16,176,020
Pieminm discount - - {290,693) (424,084) (439,567) {796,892} {B52.654) (930,663y  (1,236383)  (1216,358)  (1,027,854) (L237948)  (1,428.079)
Loss eontro] credit - - ' - ~ - . 5 3 -
fedical deductible credit £ P ¢ i : . ; . - . & . r
Net contribiitiong 898 R3G 2,198,194 1416,234 1816758 4,136,104 4,815,691 5,168,434 5,857,052 7,277,506 10,680,589 12,206,271 13,682,312 14,747,941
Tavestment meorme 324 861 206,833 641,765 1 467,068 L AT2 152 1,253,532 10119275 1,248,068 2,847 167 3,942,135 3,766,551 3661,895 4,059,012
MisceHaneous revense - 16 234 124 {125) 501 2,180 2372 11337 3,763 © 2461 1581 2.0%0
Total cevenue 1,223,697 3,005,063 3,258,233 5,283,950 5,608 111 6,090,114 6,189,889 7,108,392 10,116,410 §5.626 427 16,066,083 17,347 188 18,800,010
Expenses:
Claims paid 719,286 2,532,544 3157987 1986965 3,99].254 3131404 TA95.R29 710,384 8,627.805 8021454 9,685,020 8,180,732 7.90%.245
Claims reserve - - - 19,166~ - - - 479,579 321,820 292,763 108,190 116,225 242216 280,492
Suhmgan'uu recoyery {209) = {20,520y {31,306) {15,045) £52.828) (93.737) (174.312) {89.363) (85.944) {243,383) (52,704) (64,556)
Deductible recovery » - v = . > . - . 5 - . 4
Ultimate claims loss 719,077 2531544 327467 21,974,815 3.975309 5077576 TARL 621 7.339,162 8,831,205 3,043,700 9,557,862 8,670,144 8,121,181
Reins reeovered (384,386) (1,431,150} (198 564} (983.119)  (1,697,71)  (3.072,637)  {2,089.578) (5.683) (149.907) - {44,829} =
Reing recovernble adj. - - - {20.014) - (495.278) {325,781) {244,619) 3460 ” 5.704
Supplamenial benefits fimd recoverable . - - . » - 3 ’ » 3 . 2 . -
Net nltimale claims loss 719,077 1,647,658 1896317 1,756,247 2,947,120 1379865 3.913,706 4,923,803 8,580,903 7,897,253 9557 862 8,631,202 5,121,i81
Loss discounting - - - - . - - - {584) (1.312y (1,409 (2.936) (6,739)
Net claims expense 9077 1,047,658 1826317 2,756,247 2987190 3.379.865 1913 706 4,923 803 R S80.319 T.895.941 9,556,453 8,628,273 114,442
Beinsuratice pftmium 137,237 312,796 419,524 478.576 363,680 414,812 20415 659,461 1,178,993 1 384,557 1,768,003 L884.136 1,000,000
Claims service fee paid 822190 176,497 26,470 327,459 3%6,512 473213 151,488 405,300 441635 327,982 3o3ear 492 491 574,544
Loss control service - - - - B . - . - 160,000 159,500 202,002 233817
Admmnistrative service 13,627 49,349 55671 254,892 198,727 490145 660,000 A4 1,000 500,000 575,000 87,000 762,100 03,500
Regulatory assessments and fees H s N 123 132 661 463 1,161 24,019 4320 85,837 121,554 13,707
Clanus service/nssess reserve - - 5418 S1 . 60,234 47351 16,010 16873 17,334 a7.651 47,6315
Safery and scholarship grants . N . » . ! " - _ : =
Diepreciation expeose - - - . - - - - - - -
Mainienance contracis - - - - - - - - - - .
Dividend refund 106,520 732 - - - - - - > & T6,147
laterest refund 188,639 521,990 537,188 793,891 508,732 243,523 B - - . - 2, .
Inlerest expense - - - - - a - - 2030 105260 51,904 - -
Tatal expenses i .14'&3&\6 2.851,513 3,145,170 4,612,606 4,645,174 S008.421 5,506.250 6,510,085 11,753 906 10,469,933 11,749 963 12,139 2G7 10,863,792
Excess (deliciency) of revenne aver
{umler) expenses {24,169 153,556 113,063 661,344 963,007 i,OSl.\‘J‘)." 683,639 588307 (1,617.4m6) $,156.494 3316,120 5207931 T936,21K
Lnterfund transfers 88,170 {73,722) {88,612) (5748413 {(876.725) (978,187) {574,451) (S1663) 2,159,574 (2,513,128)  (2,591,794)  (4.356.275)  (6.369.851)
From MMA General Fund . . . N . . - A =
Fuad balaneey, ending ] s 64,001 79828 24,451 84,503 §6,I81 103,506 109,188 71.673 542,078 643,366 124,526 651,706 1,366,167
i
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RMAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Cunwlative Statement of Reverge and Expenses, Uontinued

Schedaln 3, Cant,

Combinerd
1991 1993 194 1995 1296 R 1998 1999 2000 20 ik 213 WwWCSS memarandinm
Frund Yesre  Fund Yenr  Fund Yeor  Fumid Year Pl Year  fusd:Year  Pumd Yeac Frnd Yeur Fund Year  Fuod Year  Funed Year Fwanl Yeor Fund undy
Hevenie:
Standad promivin 5 13370, 14 AR, 127 (A48 13726368 920,004 7426059 6,724,762 BAARGGA TN BIRLI90 10, 192065 - . L6482
Prositira disconnt (276058 (L3030 (0436427 (1425500 {FUROTH 16397643 (A1) (520,78 (8960053 FROR . (20,199,134
Loy cositiol credlt . - - . 362, IRR) {bER0TY (184 471 {206.417) (2H584) (IR (184
Medical deductible eredit - - - - - - (6,287 16.230) 5.715) (2,387) (8.844) ROTH
N comtsilunions 12003443 13,256,560 (RIS A H 12,3000 865 LU TR 6,627,298 LALATRUER] S48 6.4, 170 35010 B.950 485 - [EIREEED ]
Fovestinenl fcome LEEI7S RAELFIA Y 2874414 RNtR3 ] LaiEn 249760 21807 1232937 1020 043 T8N §57.500 53. = 30,300,880
Miscelkmepus rmyenue 3937 8.906 7161 Rid 431 - 3 3 - d 3 41,084
Total reveie 15436585 16414.5%0  {TRES. £ ISAG0TR0 . D 11247574 9, 12LRH0 8. 134747 TS A%E 7,424,224 8,533.0 9517084 1 240857 647
Expentes . -
Clidhms padd BOORR B.I6T.084 SRAZN96 RRYRXAE] 4031472 LRI AR ] 4013215 AG6TT A3 4,697,542 S 03,99 2.4459M2 - 131,229,394
Cliskne rereryvie MR 11201578 450,100 A25,723 8554 671483 325991 LAMSR2 24110 R TCUR B 5635 - H0.2380405
Submogstion recivery (ML04T) (20,034 L1601 (18210 (152,990 f138 20600 (41,694) " [98.088) (142360 (20 (7.492) - [ GRERCRA])
{reductible tecosery - - - (i7.708) (121249 (1335011 (10,400 (9.960) (11447 (6.d20) = (RLO2N
Uhimate claiing Joss L.01151% §,339,528 [(FSINE] AI87.006 3328352 4535104 3284020 61413 (CERTTRTES TAMN5E FNSI019 - 149,768,235
Reins recovered (145,140 - . . - . e - - ] (MF08.207)
Rethee recoverable adj. . {S33.500 T . - {192.868) (A LRy - - (129,593 o - .968,678)
Supplemenial beafitg fonid recoverable (24, 30} {14470 (R3.945%) {67.5953 {193.365) (3.568) 137, 4465} . - - - (453300
) et altinare claims loss BERR 373 ERTTRGE 6,241,765 4,200 147 5,200,757 4341338 3050585 6143885 6,951,343 TN 194G - 130.638,540
Vs discooiiting (17.544) (42.452) 143,700} (47.918) 1711530 183315 (169.214) {242.206) (M43, 506) (338.215) 110,629 ‘ - (2.M40,353)
Net claims exponse BRTNEN 8759173 £, K64 4155202 59225 4258424 4890371 S9L6TY 6,/06.517 727081 A8 W7 - - 134.290.297
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Schedule 4

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2002

The analysis giveés a summary of the income and expenses by fund year, along with comparative
data on paid ¢laims and incurred claims since inception of the Fund Year.

1993 1994 1995

Required contribution and investment mcome:

Earned 3 16,414,539 17,868,130 13,360,780
Ceded 1,396,197 1,377,769 1,326,533
_Net carned . 15,018,342 16,490,361 14,034,247
Unallocated expenses 2,361,254 3,571,349 4,971,832
Estimated incurred claims and expense, end of policy year:
Eamed 10,529,275 10,937,855 8,809,133
Ceded - - -
Net earned 10,529,275 10,937 855 8,809,133
Paid claims (cumulative} as of:
End of policy year 1,657,059 1,671,211 1,430,231
One year later 3,781,413 3,103,386 2,405.214
Two years later 5,296,811 3,949 681 2,978,827
Three years later 6,056,116 4,680,859 3,289,847
Four years later 6,687,246 527,647 3,570,466
Five years later 7,083,174 5,597,068 3,633,960
Six years later 7.629,513 5,784,129 3,742.432
Seven years later 7,815.484 5.814.541 3,879,604
Eight years later 8,153,812 5,842,196 d
Nine years later 8,267,984 - .
Ten vears later - -
Reestimated ceded claims and expense {533,597) - -
Reestimated incurred claims and expense as of:
End of policy year 10,529,275 10,937,855 8,809,133
Oune year later 10,766,961 8,184,861 6,016,462
Two years later 10,475,780 7,305,712 5,140,623
Three years later 9,837,160 7,363,430 4,810,573
Four years later 9,261,119 7,063,495 4,634,850
Five years later 8,870,328 6,920,934 4,370,730
Six years later 8,993,939 6,591,175 4.272.242
Seven years later 8,822,158 6,500,450 4,287,096
Eight years later 9,551,385 6,256,137 -
Nine years later 9,359,527 - -
Ten years later - - -
Increase (decrease) in estimated incurred claims
and expense from end of policy year $ (1.169.748) (4,681,718)  (4,522,037)

2]



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS

Ten Year Claims Development Information, Continued

MMA _00018137

4,€ond

1996

1497

1998

1999

2000

2001

§ 11,247,574 9,124,888 8,114,746 7,052,454 7,424,220 8,533,054 9,517,084
949462 842,497 508,299 474,434 615,289 472,360 535,703
10,298,112 8,282,391 7,606,447 6.578,020 6,808,931 8.060,694 8981381
3,534,639 2,684.306 2,716,620 2,765,020 2,892,422 1,412,550 3.639.157
6,741,278 6,930,818 6,180,377 5,507,742 6,179,602 7,390,466  £,053,929
: ; - 3 - - 129,593
6.741,278  6.020.818 6.180,377 5.507,742 6.179,602 7390466  7,924.336
1,213,296 1,522,480 1,499,370 1,685,234 1,873,700 2,218,838 2,445,502
2.570,075 2,480,061 2,616,541 2,947.430 3,731,396 4,033,996 ;
3,406,083 2,985,677 3243287 4,006,973 4.697.542 .
4,117,304 3482115 3,620,890  4,677.433 - . .
4,420,349 3,620,624 4,013,225 - - -
4,552,294 4,013,950 - . - - ;
4,934,472 ; . ; . . -
- - (192.868) (36,183) = - (129,593}
6,741,278 6,930,818  6,180377 5,507,742 6,179,602 7390,466 8,053,929
5,662,187 5299270 4915253 5,616,297 6,862,389 7,809,051 "
5619419 4,798,649 5,075,135 5,900,271 6,950,313 . -
5,866,346  4.638,547 4,741,715 6,219,413 - .
5,422,108 4,342,153 5,284,020 . " . ;
5,280,704 4,535,104 . ; ; : )
5,328,352 . - - ; - -

&

(1412,926)  (2,395,714)

(896,357)

711671

770,711

418,583

2
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Independent Auditor’s Report

The Board of Trustees
Maine Municipal Assaciation
Workers' Compensation Funds

We have audited the accompanying stalements of net assets of Maine Municipal Association Workers'
Compensation Funds as of December 31, 2003 and 2002, and the related statements of revenue and
expenses, changes in net assets, and cash flows for the years then ended.. These {inancial statements are
the responsibility of the Fund’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion,

In our epinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Maine Municipal Association Workers” Compensation Funds as of December 31,
2003 and 2002 and the results of its operations, changes in its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

The Funds adopted the provisions of Governmental Accounting Standards Board Statements No. 34, 36,
37, and 38 as well as GASB Interpretation 6 as of and for the year ended December 31, 2003, This
resnlted in changes in'the Trust's format and content of the financial statements.

The Management Discussion and Analysis, as listed in the table of contents, is not a required part of the
{inancial statements but is supplementary information required by the Governmental Accounting
Standards Board, We have applied certain limited procedures, which consisted prineipally of inguiries of

nanagement regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information-and express no opinion on jt,

Our audits were made for the purpose of forming an opinion on the financial statements taken as a whole,
The additional information presented in Schedules I through 4 15 presented for purposes of additionai
analysis and is not a required part of the financial staternents. Such information has been subjected to the
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Board of Trustees
Maine Municipal Association
Workers® Compensation Funds

auditing procedures applied in our audits of the financial statements and, in our opinion, is fairly stated in
all material respects in relation to the financial statements taken as a whole.

March 8, 2004
South Portland, Maine
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MANAGEMENT DISCUSSION AND ANALYSIS

This section of the Maine Municipal Association Workers' Compensation Fund (The Fand) annual financial
report sets forth a narrative overview of its financial activities for the year ended December 31, 2003, Please
read it in conjunction with The Fund’s financial statements and accompanying notes.

FINANCIAL HIGHLIGHTS

For all fund vears combined, developments in calendar year 2003 included:

» Net Assets at December 31, 2003 were $36,379,754, an increase of 2.9% over the prior vear.

o Cash and Investments {otaled $56.065.3335. an increase of 5.2%.

»  Operating revenues in 2003 totaled $13,145.803, 4 decrease of 2.5%
]

o  Operating expenses in 2003 totaled $12,111,825; a decrease of 5.5%

The decrease in revenues was due primarily to declining interest rates. The decrease in expenses was due
primarily to favorabie ¢laims experience.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January 1 through December 31.. The annual financial report consists of four parts:

¢ Management Discussion & Analysis
+ Required Financial Statements

= Notes to the Statements

s Supplemental Exhibits.

Management Discussion & Analysis provides a narrative overview of the statements.and comments on
sienificant developments during the reporting period.

Required Statements include: Statements of Net Assets; Statements of Activities; Statements of Changes in Net
Assets: and Statements of Cash Flows

These statements present the Fund's status at December 31, 2003 and {inancial developments during fiscal vear
2003 for all fund vears combined.

Notes to the Statements provide explanations of the accounting principles followed and of key items in the
statements.

Supplemental Exhibits include analyses of Fund assets and revenues and expenses by furid year. and a history
of claims development for the past ten vears.

{5
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assets:

ASSETS

Current Assets
Capital Assets

Total Assets
LIABILITIES

Net Claims Reserves
Other Liabilities
Total Liabilities
NET ASSETS

Statutory Reserves

Board Designated Reserves
Net Investment in Fixed Assets
Contingency Reserve

Total Net Assets

12/31/03

56,638,615
127,423

56,766,038

17,092,650
3,293,634

201,386,284

1,189,274
1,789.489
127,423
33,273,568

36,379,754

The following table summarizes the Statements of Revenue and Expenses during

for all fund years combined:

REVENUES

Member Contributions
Investment and Other Revenues
Total Revenues

EXPENSES

Net Claims Expense
Reinsurance Premium

Safety Scholarship and Grans
Other Expenses

Total Expenses
NET CHANGE IN NET ASSETS

12/31/03

11.934.414
1,211,389

13,145,803

7,820.146
675,972
118,501

3,497.206

12,111,825

1,033,978

12/31/02

53,904,740
159,470

54,064,210

15,492,671
3,225,763

18,718,434

1,151,322
1.699.662
159,470
32,335,022

dgatddy

35,345,476

calendar years 2003 and 2002

12/31/02

9.373.456
4,106,762

13,480,218

8,497,742
535,703
113,907

3,663,060

12,810,412
669,806
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2003

The following table compares ultimate results for the 2003 Fund Year as projected at December 31, 2003 with -
the original budget. Investment Income and Net Claims Expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS

REVENUES
‘Member Contributions 10,405,052 11,359,636
Investment and Other Revenues 1,336,645 920,253
Total Revenues ‘ 11,741,697 12,279,889
EXPENSES
Net Claims Expense at the 95% Confidence Level 10,118,440 2 683,085
Reinsurance Premium 607.462 613,766
Provision for Member Dividends 400,000 400,000
Other Expenses _ 4.101.799. 4. 165.899
Total Expenses 15,227,701 14.862,750
TRANSFER TO (FROM)} CONTINGENCY RESERVE (3,486,004 {2,582,861).

The major variances in the 2003 fund year during calendar year 2003 were reductions in Net Claims Expense
{4.3%, due to favorable experience), Other Expenses (1.6%, primarily in Assessments), and projected Tnvestment.
Income (31.2%, due to declining interest rates). Net Claims Expense at the 95% Confidence Level includes
claims payments, reserves on open claims, actuarial estimates of claims development in the future (IBNR), a
statutorily required reserve to fund claims to the 75% confidence level. and an additional reserve recommended
by the uctuary 1o fund clatms Lo the 95% Confidence Level in accordance with Fund policy. .

In the preceding table, Investment fncome includes the actuary’s projection of future earnings, which are
shown_as an offset to Claims Expense (Loss Fund Discount) in the financial statements. The Provision
for_Member Dividends is included in the projection. although it will nat be reflected in the f{inancial
statements until the dividend has been formally declared by the Beard of Trustees. This presentation is
used herein to conform to the Workers’ Compensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31. 2003

At December 31, 2003, the Fund’s Net Assets totaled $36,379,754, an increase of $1,033,978 (2.9%) over
the prior ycar.

2
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2003 the Fund had capital assets of $127,423, net of depreciation. These assets are the Fund’s
investment in a claims and underwriting system jointly owned with the MMA Property & Casualty Fund, net of
accumulated depreciation. The Fund had no long-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND'S FINANCIAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies which are expected to significantly impact on
the Trust’s financial position in the future.
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MAINE MUNICIPAL ASSOCIATION
WORKERS" COMPENSATION FUND
Statements of Net Assets
(All Fund Years)

December 31, 2003 and 2002

2003 2002
ASSETS
Cash and cash equivalents 5,439,892 3.863.471
Corporate bonds 5,146,337 7,330,910
U.S. Government and agency securities 45,479,106 42,088,890
Accounts receivable 259 11.803
Accrued interest receivable 564.061 609,666
Prepaid expenses 8,960 -
Capital assets;
Computer equipment and software 462.302 488,118
Less accumulated depreciation (334,879 (328,648)
Net capital assets 127,423 150470
Toial assets 36,766,038 54,064,210
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable 16,630 31,422
Deferred revenue 142,928 14,087
Claimms loss reserves:
Claims reserve 21,337,845 20,254,405
Reinsurance recoverable (1.879,576) (1.968.681)
Supplemental benefits fund recoverable (81.435) (452,501)
Loss reserve discounting (2,284,284) (2.340,552)
Net claims loss reserves 17,092,630 15492 671

Claim service/assessment reserve 3,134,076 3,180,254
Total liabilities 20,386,284 18,718,434
Net assets:

Invested in capital assets, net of related debt 127,423 159,470
Restricted for statutory funding 1.189.274 1,151,322

Linrestricted:
Board designated 1,789 489 1,699,962
Contingency 33,273,568 32,335,022
Total net assets 36,579,754 35,345,776
Total liabilities and net assets 56,766,038 54,064,210

See accompanying noles lo financial siatements.



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses

(All Fund Years)

For the years ended December 31, 2003 and 2002

MMA:006818147

2003 2002
Revenue:
Contributions b 13.528.624 10,606,036
Less discounts (1,183,988) (893,300)
Less Ioss control credit (401,161) (328.432)
Less medical deduetible credit (9.061) (5.848)
Net contributions 11,934,414 9,373,456
Investment income 1,211,389 4106762
' Total revenue 13.145.803  13,480.218
Expenses:
Claims paid 6,945,198 7.735.843
Claims reserve - current year adjustment 1,083,540 1,942,641
Subrogation recovery (410,760) (141,824)
Deductible recovery (11347 (9.895)
Wumate claims loss 7,606,431 9,526.765
Reinsurance recovered (302,721) (110,106)
Reinsurance recoverable adjustment 89,102 (596.,54%)
Supplemental benefits fund recoverable 371.066 (105.196)
Net ultimate claims loss 7,763,878 R714914
Loss reserve discounting - current year adjusiment 56.268 {217,172)
Net claims expense 7,820,146 8,497,742
Reinsurance premium 675,972 535,703
Professional service 104,391 47,723
Administrative fees 2.473.038 2,286,467
Regulatory assessment and fees 502314 451.190
Claims servefassessment reserve (46.178) 424113
Safery and scholarship grants 118,503 113,907
Deprecialion expense 56,3006 47,130
Muaintenance contracis #.960 21.043
Dividends paid 398,373 385,394
~ Total expenses 12,111,825  12.810.412
Change in net assets $ 1.033.978 669,806

See accompanying notes to financial statements.



For the yvears ended December 31, 2003 and 2002

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Statements of Changes in Net Assets
(All Fund Years)

MMA_00018148

Exhibit C

Reserve for Board Total
Contingency  statutory designated net

reserve funding reserve asseis
Net assets at December 31, 2001 $ 31,958,902 1,093,088 1,623,980 34,675,970
Excess of revenue over expenses 669,806 - - 669,800
Nel assef transfer (134.216) 38,234 75,982
Net assets at December 31, 2002 32,494,492 1,151,322 1,699,962 35,343,776
Excess of reyenue over expenses 1,033,978 - - 1,033,978
Net assel transfer (127,479) 37,952 88,527 -
Net assets at Dccc”n’lber 31, 2003 ) 33,400,991 1,189,274 1,789,489 36,379,754

See accompanying notes to financial statements.
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Exhibit D
MAINE MUNICIPAL ASSOCIATION
WORKERS'"COMPENSATION FUND
Statements of Cash Flows
For the years ended December 31, 2003 and 2002
2003 2002
Cash flows from operatng activities:
Receipts from net contributions by 12,074,799 8,502,791
Receipts from investment income 1.256,994 4,108.401
Payments {0r net claims (6,226,167) (7,474,021)
Payments for reinsurance premium (675,972} (535,703)
Payments [or professional service (104,391 (47,723)
Paymients for adnunistratuve fees (2,487.830) 2.260,193)
Payments for regulatory assessment and fees {502,314) {(451,190)
Payments for safety and scholarship grants {118,503) (113,907)
Payments for maintenance contracts (17.920) (21.043)
Payments for dividends paid (398, 'i'”) {385.394)
\Ll cash provided by operating activilies 2,806,32 1,322,018
Cash flows from capital and related financing activities:

Net (purchases) disposals of computer equipment (24.259) 4,181
(24,259) 4,181

Net cash provided by {(used in) capital and related financing actis

Cash flows from investing activities:

{Purchase) sale of investments (1,205,643) (2.549.565)
B (1,205.643) (2,549.565)

Net cash used in invesung activities

Increase (decrease) n cash 1,576421 (1,223,366)
Cash, beginning of year 3,863,471 5,086,837
Cash, end of vear 8 5,439,892 3,863,471
Reconciliation of excess of revenue over expenses
to-net-cash provided by (used in) operating activities:
Net increase in excess of revenue over expenses ) 1,033,978 669,804
Adjustments fo reconcile net imcome (loss) to
net cash pmwdud by operating activities:
Depreciation expense 56,306 47,130
(Increase) decrease in assets:
Accounts receivable 11,544 14,508
Accrued nterest receivable 45,605 1,639
Prepaid expenses {8.960) -
Increase (decrease) in labilities:
Accounts payable (14,792) 26,274
Deferrad revenue 128.841 {885,173}
Net claims loss re 1,599,579 1,323.,721
Claim Service/assessmen! reserve (46,178} 424113
2,806,323 322,018

Net cash provided by operating activities $

10

See accompanying /‘o*u o financial statements,
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MAINE MUNICIPAL ASSOCIATION
WORKERS* COMPENSATION FUNDS
Notes to Financial Statements’

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund™) was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2003 and 2002, respectively, there were 582 and 521 governmental entities
which participated in the Funds. Participants share risk in proportion to their contributions. The Fund is
administered by Maine Municipal Association for which a management fee is assessed and included in expense.
These financial statements include only the accounts of the Maine Municipal Association Workers'
Compensation Funds. The Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250.

Tax Exempt Status - The Fund is a Trust Fund established and adiministered by the Maine Municipal
Association, a tax exempt instrumentality of the municipalities, and therefore is exempt from income taxes.
Fund Accounting - Each year a new fund is established to cover potential claims incurred for that specific
period. The operations for each fund vear are accounted for by providing a separate set of self-balancing
financial statements reflect the combined financial position. results of operations and cash flows of the fund for
ali fund vears,

Basis of Accounting - The accrual basis of accounting is followed.

The Fund follows the provisions of Government Accounting Standards Board (GASB) Statement No. 10
Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, as amended by GASRB
Statement No. 30, Risk Financing Onmibus. Contributions are recognized as revenue over the contract period for
which risk profection is provided which corresponds to a fund year. ‘A liability for unpaid claims, including
estimated claims incurred but not reported. is accrued when insured events occur. Anticipated investment income
is considered in determining whether a contribution deficiency exists. The Fund applies all applicable
pronouncements of the Financial Accounting Standards Board except those which conflict with pronouncements
of the GASB.

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or less 1o be cash and cash equivalents.

Investments - All investments are carried at fair value, based on quoted market prices, in a single pooled
investment account for all of the Workers' Compensation fund years. The Fund’s investments consist of U.S.
Government and agency securities and corporate bonds, none of which are held for trading purposes. The Fand
estimates that the fair value of all financial instruments at December 31, 2003 and 2003 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompanying statements of ne
assets. Each fund year's portion of principal, interest, capital gains and losses is determined by its cash and
investments in the pooled investments. '

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2003 and 2002.

1]
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUNDS
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Capital Assets - The cost of computer hardware and software is being depreciated on a straight-line basis over
the estimated useful lives of three to five years.

Deferred Revenue - Deferred revenue represents contributions which have been received by the Fund related to
the next fund year.

Claims Loss Reserve - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of setiling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments
resulting from the settlement of losses will be reflected in the statement of revenue and expenses at the time the
adjustments are determined.

Claims Service/Assessments Reserve - The Claims Service/Assessments Reserve is actuarially determined and
consists of estimates for (1) service fees for future claims and (2) future assessments by the State of Maine,
Management believes that the reserves are adequate, but the ultimate net cost of settling this liability may vary
from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured risks as liabilities
unless it is probable that those risks will not be covered by reinsurers. Premiums ceded to reinsurers during 2003
and 2002 were $675,972 and $535,703, respectively. The amount deducted from claims liabilities as of
December 31, 2003 and 2002 for reinsurance was $1,879,576 and $1,968,681. respectively.

Contributions - The member contributions required are based on the standard premium workers” compensation
rates similar to an insured plan. Various premium discounts and credits are given to members. The contributions
for 2003 have not been fully determined; the current premiums are based on estimated payrolls, Audits are
conducted during each succeeding year 0 adjust for actual payroll expenses incurred by the members.

Statements of Cash Flows - For purposes of the statements of cash flows, the Fund considers all highly liquid
deposits and debt instruments purchased with a maturity of three months or less to be cash equivalents.

Safety Enhancement Fund - In November 1999, the Board of Trustees established a Safety Enhancement Fund
by transferring $500,000 from Contingency Funds. The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis intervention
program,

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estbmates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Significant estimates utilized in the preparation of the financial
statements include claims loss reserves and the claim service/assessment reserve.
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Notes te Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA) and money market
instruments and consists of the following at December 3 1:

2003 2002
CMA - deposit account 3 41121 4.746
CMA - mutual fund investment sweep 457 510 35.018
Monev market mutual fund 4.941.261 3 823,707
Totals % 5.439.892 3.863.471

Cash and cash equivalents for the Mame Municipal Association are held at a single financial institution. The
CMA - deposit and CMA - mutual fund mvestment sweep are pooled accounts containing assets of the General
Fund, Special Funds, Workers' Compensation Fund, Unemployment Compensation Fund, Public Officials
Liability Fund and Property & Casualty Pool. The money market mutual fund is held in a separate Trust solely
for the Workers' Compensation Fund.

The CMA - deposit account amounts i excess of the $100,000 FDIC insured limit are considered uninsured and
uncollateralized. Amounts in the CMA-mutual fund investment sweep and the moncy market mutuat fund are
indirectly invested in U.8. Government-obligations.

Investments - [nvestments are categorized into three categones of credit risk.

Insured or registered, or securities held by the Fund or held in a custodian’s name to benefit the Fund.
Uninsured and unregistered, with securities held by the counterparty’s trust company or agent in the Fund’s
name.

3. Uninsured and unregistered, with securities held by the counterparty or its frust department or agent but not

in the Fund’s name.

2 —

At December 31, 2003 and 2002, investment balances were as follows:

2003 2002
Category Fair value Fair value
" Corporate bonds ] $ 5.146.337 7,330,910
118, Government and noency $¢Clli‘itl€S 1 45479106 42 ORE.890
Totals $ 50,625.443 49,419,800
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NET APPRECIATION IN FAIR VALUE

Net appreciation in fair value during the years ended December 31, 2003 and 2002 by type of investment is as
follows. Such amounts are included in investment income on the statement of revenue and expense.

200 2002
Corporate bonds $ (205,694) (3.644)
1.8, Government and ageney securities (576.893) 1.456.537
Totals S (782.587) 1,452,893

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2003, are developed from an actuarially determined
loss analysis and are as follows:

Reserve Actuarially
based on Actuarial Total Net paid determined
Fund Year known claims reserves reserves claims ultimate claims
[978-1979 § - - - 715,077 719,077
1979-1980 - - - 2,532,544 2,532,544
1980-1981 - - - 3,327,467 3.327.467
1981-1982 - - - 2,857,391 2,957,391
1982-1983 17.086 5,533 22,619 3.976.362 3,998,981
1983-1984 - - - 5,077.5376 5.077.376
19835 447308 6,299 453,607 7.039,733 7,493, 340
1986 138.106 44,724 182.830 7.069,577 7.252,407
1987 232 577 - 232.577 8,568,200 8,800,777
1988 44,927 14,549 59.476 7.936,489 7.995.065
1989 118,820 38,478 157,298 9.459,409 9.616,707
1990 123.333 35,940 163,273 8,473,982 8.637.253
1691 71,849 242,057 313,906 7.876.772 8.1590.678
1992 158.245 266,020 424 265 8,720,369 9,144,634
1993 844,503 255,252 1.099.757 8.490.030 0,589,787
1994 81,338 356,037 437.575 5,826,818 6.264,393
1965 239,425 139,545 378.970 3,874,733 4,253,723
1996 321,589 245,480 567.069 4,738,190 5,305,259
1967 233,523 254,458 487,981 31954718 4.442. 699
1998 736.094 357.022 1.093.116 4,002,144 5,095,260
1999 1,231,024 302,286 1.533.310 4.828.220 6.361,530
2000 1.210.174 261.944 1.472,118 4,978,168 6.450.286
2001 1.214,362 1,188.040 2,402,402 4,628,204 7.030,606
2002 2,570,116 1,042,306 3,612,422 4,535,693 8,148,115
2003 3.799.061 2.444 313 6,243,374 2,444,835 8.688.200
Totals § 13,833,662 7,504,283 21,337,245 136,036,719 157,374,664
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Exhibit A include an offset recommended by the independent actuary
for loss reserve discounting. This offset provides for discounting the claims loss reserves by 5.0% based on the
pavout patterns recorded over the fund’s history. This reserve anticipates the accrual of conservatively projected
investment income over the life of each fund. This adjustment conforms with the funding requirements of the
State of Maine Bureau of Insurance.

Each fund has entered into specific reinsurance contracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for-each year except 1991-1993 in which
there was no coverage. The limits for the specific reinsurance for individual claims are as follows:

Specific Reinsurance

Fund vear Aftachment
Maritime/
‘1978-1979 10 1983-1984 $ 250,000 -
1985 to 1990 350,000 -
1991 to 1998 400,600 - -
1699 to 2002 350,000 400,000

2003 400,000 400,000
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The aggregate reinsurance limits are listed below along with the total amaunts recoverable from bothi the specific
and aggregate reinsurance policies based on the actuarially determined ultimate losses are as follows:

Actuarially Aggregate

determined reinsurance Reinsurance Reinsurance
Fund Year ultimate losses  attachment recovered recoverable
1978-1979 h 719,077 1,000,000 - .
1979-1980 2,332,544 1,647,658 884,886 -
1980-1981 3,327,467 1,896,317 1.431,150 -
1981-1982 2,957,391 2.756,246 201,145 -
1082-1983 3.998,981 2,987,190 088,119 23,672
1083-1984 5.077.57 3,379,864 1,697,712 -
1985 7.493,340 3,913,707 3,110,546 469,087
1986 7,252,407 4,923,803 2.143.460 185,143
1987 8,800,777 9.280.199 11,690 238,613
1988 7,995,965 11,524,021 149,907 (3.461)
1989 9,616,707 12,871,277 - -
1990 8,637,255 14,547,254 45,686 {6,926)
1691 8.190.678 - - -
{992 9.144.634 - 145,143 -
1993 0.589.787 - 201.484 460,744
1994 6,264,393 13.858.008 - -
1995 4,253,723 13,406,885 - -
1996 5,305,259 11,636,779 - -
1997 4,442,699 12.000.000 - -
1998 5,095,260 7.894,675 - 266,356
1999 6,361,530 8.595,625 - 246,34
2000 6,450,286 9.733.330 - -
2001 7,030,606 10,711,749 “ -
2002 8,148,115 11,329,907 ‘ - -
2003 8.688.209 11,783,103 _ - -
 Totals S 157,374,664 181,677,597 11.010,928 1.879.576
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AM. BEST RATINGS

Reinsurance or excess insurance for the various fund vears has been provided by the following companies. The

2003 A. M. Best rating for each company is also listed.

Type of A. M. Best Fin size
Fund vear Reinsurance carrier coverage rating category

1978-79 1o 1979-80 International Insurance Co. (ISLIC) Specific (not rated) (not rated)
19080-81 10 1981-82 United States Fire Insurance Co. Specific A- (Excellent) X1
1982-83 to 1983-84 General Accident Ins. Co. of Amer. Specific A (Excellent) XV
1978-79to 1983-84  Employers Reinsurance Corp, Specific and

Aggregate A (Excellent) XV
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess

Aggregate (not rated) v
1985 to 1990 General Reinsurance Corp. Specific and

Aggregate  A++ (Superior) XV
1985 10 1986 Royval Insurance Company Excess

Specific B (Fair) XIV
1991 General Reinsurance Corp. Specific A++ (Superior) XV
1992 10 1993 Odyssey America Reinsurance Corp  Specific A (Excellent) X1

{formerly TIG Reinsurance Company)
199410 1995 Travelers Specific and
(formerly Aetna Casualty & Surety)  Aggregate A++ (Superior) XV

1996 10 2003 Safety National Casualty Corp. Specific and

Agoregate A (Excellent) VIII

UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents changes
in these aggregate liabilities as of December 31:

2003 2002
Claims loss and claims service reserves at beginning of vear $ 18.672.925 17.225.091
Incurred claims and claims service reserve expenses:
Provision for insured events of the current year 8,955,782 8.210.090
Increases in pravision for insured events of prior
VEArs (456,789} 973,590
Total insured claims and claims service
reserve expernses ) 8.498.996 9.183.680
Payments;
Claims attributable to insured events of the current year 2,466,468 2,445,503
(laims attributable to insured events of prior vears 4.475.730 5.290.343
Total payments 6,945,198 7.735.846

18.672,925

Total claims loss and claims serviee reserves at end of vear  § 20,226,726

17
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EXPENSES

Estimates of reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the
initial fiscal year of each Fund for all of the services expected to arise out of that Fund. Changes in these
estimated expenses are treated as current income or expense.

INTERFUND TKANSFERS

In order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Where excess funding has been permitted, some of the funds transferred have been returned.
Transfers affected during 2003 are shown within Schedule 2. The net of all transfers made between Workers'
Compensation Funds since inception is reflected in Schedule 3.

NET ASSETS

Under a policy of the Trustees of the Fund, the net assets are segregated into three components.

The amount restricted for Statutory Funding is calculated by an independent actuary to a 75% confidence level
based on the loss development variations experienced by the Maine Municipal Association's Workers'
Compensation Fund over its history, The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessment reserve will be adequate to that confidence level to cover variations in the claims loss
reserve development, This adjustment also conforms with the funding requirements of the State of Maine Bureau
of Insurance. As of December 31, 2003, the Reserve for Statutory Funding totaled $1,189.274.

The Board Designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level, ‘As of December 31, 2003, the Board
Designated Reserve totaled §1,789.489.

The Contingency represents accumulated funding in excess of the statutory requirements and the board
designated reserves. The Workers' Compensation Fund Trustees have established this reserve to be held for the
future {inancial stability of the Fund. As of December 31. 2003, the Contingency Reserve totaled $33,273,568.

18
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ADMNISTKATIVE SERVICE FEES

In fund years 1979 to 1998, the annual services fees paid by the Workers' Compensation Funds to the Maine
Municipal Association provided compensation for MMA services to each fund year until its conclusion. For this
purpose, each fund year was estimated to have an effective span of ten calendar years. In 1998, management
conducted a thorough analysis of the projected dollar value of future services to fund years 1978-1979 through
1998. As a result, the Maine Municipal Association refunded $557,444 to the Workers' Compensation Funds at
12/31/98 and offset the 1999 fee by $120,714. Management has also determined that service fees paid to the
Association in 1999 and subsequent years will be limited to compensation for twelve months of service. The
remaining balance of the Maine Municipal Association's Deferred Révenue Account, $482,854, will be used to
reduce the annual service fees in 2000 to 2003, in the form of annual fee offsets, to reflect prepayment of services
to 1998 and prior fund years in this period. The balance in this account at December 31, 2003 was $-0-.

CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third-parties to setile claims liabilities. These liabilitics have
been removed from the combined balance sheet. The annuities hiave been purchased from highly rated insurance
companies and management believes that the likelihood that the Fund will be required 1o make future payments

on the claims is remote. The aggregate original purchase amount of such annuities at December 31, 2003 totals
$7,441,690.

TERMINATED MEMBER'S RESERVE

Section THE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for their
eth

proportionate share of the incremental difference between funding at the 90" confidence level and the 95
confidence level. The Rule further states that the group must increase its security by such sums.

At December 31, 2003, the Fund maintained security for all fund years at or above the 95" confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 95 confidence level and no
additional security is required.
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Schedule 1

197879
Funid Year

§979-80
Fund Yeur

1980-81
Funil Year

198182
Funil Year

1952-83
Fund Year

1983-44
Fund Year

1985
Fund Year

1986
Fund Year

1987
Fund Year

1988
Fund Year

1989
Fund Year

1990
Fund Year

1991 1992
Funid Year  Fund Year

ABSETS
Cuish #nd ¢agh equivalents 6,279 7832 2,39 9,015 5,39 10,155 15,092 11.491 13,863 64,958 64,376 69811 131,033 140,617
vesiments: ) ) ) )
Comporate bonds 5,940 7400 2,26% 8,529 TR 4,407 14,278 10,871 17,006 o152 60,902 66,044 133,962 133,028
(LS Govemment securitles 52 404 63,475 20,054 15368 69,069 4,896 126,177 G070 183 10 543,065 538,199 583,044 1095478 1,175,596
' Tomal invesiments 58,434 72384 22,323 $3.897 77,887 B4,503 140,455 106,941 315,140 604,517 399,13 649.688 1.219 440 110K, 624
Accounts recervahle - . - - . - - - . & = e - .
Accrued interest receivable 634 Riz 49 . 935 868 1053 1,363 1,192 3,511 6,735 6,675 7.239 13,587 14,580
Prepnid expenses - - - -
Copital ossets:
Computer system - - 2 - - - - -
Accunialated depreciation . "
Mel capital asscts . -
Total assels 65,364 81,528 14,971 93847 B7.124 185,711 157,112 119,624 ISL514 676,210 670,152 726,738 1,364,060 1,463,821
LIABILITIES AND NET ASSETS
Lialnliues:
Avetuniz payahle - - - 5 = = L B
Deferred revenue 3 - 5 . - .
Claims loss reserve;
Claims reserves - 21619 433,607 182,830 232577 59476 157,298 163,273 313,906 424,263
Reinsurancs recoverable - {23.672) - (469,087) {1R5, 143 (238.613) 2463 6,526 - -
Supplesiental bengflits fond recoverable - B - - . 0 5 5 - . - -
Loss teserve disgounting - - - - - {13) (721} {(£.907) (LY {3,806) (10,194)
Net claims loss reserve - B (1,083) (15,480) (2.313) (6,054) 62,216 155,391 168,220 1), 100 414,071
Clnims service assessment reserve i6 3,946 54,062 28,219 27,081 1,518 21,640 23923 42,316 56,816
Net claims lose reserve H 16 2,893 IR, 582 25,506 11,027 69,734 177,031 192,143 52416 470,887
Total liabilities - 16 2893 - 38,582 25,906 .027 69,734 177,031 192,143 152,416 470,887
Mt asuels
Restricied for siatulory funding - - - - - - - - 43494 12.153 12,656 23987 31,671
Roard designated . . . - . - . - - 6,307 16,146 16,720 32491 43,742
Contingency 65,304 81,528 24971 93,831 84,231 103,71 118,330 JI8 331,487 595,775 464,820 505219 955,166 917,521
Total pet assets 08,364 81,528 14.971 93,831 74,231 105711 118,330 718 331,487 606,476 493121 534,393 ],B311.644 992,934
Total liabilities and
net Assets 65,364 81,528 24,971 93,847 87,124 105,711 157,112 119,624 351,514 676,210 670,152 ’.’."'.6,?38 1,364,060 1,463,821
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MAINE MUNICIPAT, ASSOCTATION
WORKERS COMPENSATION FUNL
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Schedu

le 1, Cont.

.|n*!fe

1993 1994 1995 1an7 1998 Ll 2000 2001 2002 pLILVAY 2004 W ss Totals
Fuod Year  Fuad Year  Fund Year  Fund Vear  Fund Year  Fund YVenr  Fuad Year  Fand Yewr  Food Year  Pund Year  Fund Year  -Fund Yenr  Fund 2003 2002
ASSETS
Cash and cash egiivalems 5 16 84 150,609 248,504 578,443 500,553 655,268 Ju 702 200,952 444,402 519.565 830,996 13,4691 AR 5,419,892 1,563,471
livestments: -
Conpaeate bowds 152,110 142,547 236,000 547,228 558605 412907 Ada 075 275,280 437,581 J0008E 12,953 7.521 5,146337 7.330100
LS. Guasvernmient securities 1,353,060 1,259,350 288,938 4,835,052 4,837,196 JAT8.212 JAHL653 2432.606 160, 252 4421 332 ! 14464 66,403 45,479 106 42,088,800
Totol investinenis 1506,473 112456 2321968 333180 5495881 6,008,139 3,354,728 2,707,976 4.007,836 4,928,310 1,713,529 127,417 7ApI6 SO625443 49419800
Acemints feceivalle . - - - - . - - 158 - 59 11.803
Aceried pitered) reepivable 16,782 15,626 15871 30079 61,234 HT,945 A2 30,172 A5 764 RERUT] 26,1041 420 R25 Rodnol GOT.606
Miepaitl expenses - - - s = = - - B.960 - - 8,960 -
i Capnnl assets:
Conpaler sysom - - - - - - - 462,102 - - d6:2.302 488,138
Acerpidated slepteciollon - - - - (314,870 . - {134.879) (I28.648)
Net capitul assets - ® - 3 - . 127,423 5 a: 127423 150,470
Toln! nssels % 1,684,799 1,568,781 2,507,343 6,121,602 1,147,608 6,821,352 3,786,142 2020130 4,505,007 8,312,785 8,787 M 142,528 82,794 56,766,038 54,064,210
LEISBILETTES ANIY NET ASSETS
Liibilitles:
Acenamte pryable - - - - 4 - B m L6601 1630 31422
Delerred revenue - s - - - 142,228 142,928 14,087
Clahins lotsyeserve:
Clains reseves LA199,758 437,575 ATRR70 S67.070 487,981 LOYR 116 1513310 1472, 2402402 A4 6,243,372 - - 24,337,045 10,254 405
Reinsurmmce recoserable o160, 744y . 5 - (06,456) (246,34%) - - - (1L,879,576)  (1.968,681)
Supplemental henefits fund recoverable 125,016) - - - {50419 1= - - - - - - - (X435 (452,500
Lusss resepve discounting {19,380 (26,030 (28,927 53.067) (46,402) (§7.967) (193411 {195,002 (337.604) (525,37 {780,852) - - (2 284.284)  {2,140.,5352)
Mef clabme loss reseive TARDG1A 410,651 150,043 313,403 385,100 7381098 1,133,551 1,277,117 2,064,701 3087051 5.462,520 a - 17,092,650 15.492, 671
Clidms serviee/nssessmen| reserve 142,967 4R, 05 42.205 57.12) 62,782 LHE, 106 176,162 116504 345 846 618,258 1,026,792 3,134,074 150258
) et clinms logs 1esene 727,582 159,257 192,248 S0,524 AL7 AR AR AR 139 /13 149371 2410540 1.125,309 6,489,112 . - 20,226,726 18,672,925
Tonal Tiabilites T21.582 459,257 101248 570.524 447,882 Rit,.004 [I08.813 149371 2410519 3,725,309 6489312 142,957 16,601 20,386,184 18,718,434
et mssets .
Reserve for statoney funding 29,668 25600 A7 597 0228 o028 57.528 DLT6A . 149,088 22 692 32285 - - 1,189,274 LS
Boani 1]|_' slanated reserve A1 A20 28,453 55,008 &5 (075 54,157 86,585 139,854 226,052 340,546 602,390 - - 1.789 482 1,699,962
Conlungency receive 820,120 2741332 5.357.573 5,624 486 $.BRI.263 2332216 1302821 1.BNR.A4 1B 1,225,238 1303, 144 (429 66,193 33400901 32,494,492
ot pet pzaets 957,217 1,100,524 2,205,195 5,451,078 5,607,786 5071448 2476329 1,515419 2184458 1,787 476 2,208,019 (420) 66,193 36,079,754 33,045,776
Toral linbifitics amd
net assils 43 1.684,799 1,568,781 2,597,343 6,011,602 6,147.668 6,811,352 AT86 142 020,130 4,595,007 5512,788 787,33 142508 BL794 56,766,038 54,064,210
|
o
o
o
A
(0 0)
A
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WORKERS' COMPENSATION FUND
Statement of Revenue, Exprases, and Changes in Net Assets by Fund Yeay
For the period ended Becembier 11,2003

Schedule 2

1078-7¢

7980

198081 1981-82

FOR2-83 1953.84 [9gs 1986 1987, 1988 1989 1990 1991 1992
Foud Year  Fuond Year  Fund Year  Fumd Yenr  Fund Year Fond Yeor  Fouund Year  Fund Year  Fund Yeas Fund Year  Fund Year  Fund Yeor  Fond Year  Fund Yenr
Revenne:
Standard premiui % - - - - - - - - - - - - :
Preminm discount - - - - - - - - - - N
s corlrol credit - - - - - - - B -
Medieal dedoctible gredit - = = - = - - -
Met contributions - - - s 5 . - - v v - - - -
Investiment inconie 1,363 1,700 520 1926 1,844 2,403 3,167 1913 9377 14,838 15611 17,080 30,7124 4,001
Tolal revenue 1363 1,700 320 19216 1.844 2,205 3,167 1,913 9377 14,838 154611 17,080 20,724 M09
Exprnses:
Claims mid - - - 1,732 LI53 - .641 2,405 29758 978 17772 45,954 37423 58.8(0
Claims reserve-current year udj. - - (19,1603 22619 - (15,922 139,060) 60, 1 86 (48, 714) 41.013 (TE94T) RRESE: 53.081
Sulbwogatiom revovery - - - - T - - B (11,0403 (773
Deductible recovery - - - - B - - - - . 3
Ultimate claims loss - - - 174340 23672 . L7108 {86,755) (30A2%) (17.736) 58,845 (32,989) 69,497 L7
Peing recovered - {2.581) - - {37,000 (53.880) (1071 - = (857 = =
Retns recoverable ad - - 20015 (23672) ~ 26,191 140637 6007 i - 1132 - -
Supplepentnd bepelits fumd recoverable - - - - - - - . 2 y o ot
Met ultimate clvins loss . - - - - - 1 - (A0.428) 47.735) 58843 (32.714) 497 LLIET
Lusss diseounfing 3 - - 566 a1 1408) 957 2932 7,350
et claims expense . - - - 1 €29,562) 47,144) 38,347 (ALTEN) 724360 J18. 467
Repusweanes prensinm - - - - - - - - - - - - - -
Professtonal serviee fees - . - - - - - - - - - - - -
Adniinistrative servics s - - . - " - - - - - - -
Regulptory nesessments sl fees - - - - - - - . - - - .
Chatms svodassessment 1esene - - {5,400 3895 - {6,176} (19,132) {8,929y (9,335} 4,06 {23,728) {5.3219) {1,580
Safety amd scholarship gants - — . J . . - 2 . “ . " -
Depreciation expense “ - - - . . » & 2 - o - L
Muinlenance contmcs - - - J - - = - - - - - -
Dividends paid > = 2 s ¢ ) t s = - = 4 5 -
Total expenses - = (5402) 1E0S - {6.i75) £19,137) (7917 (A6,499) 62,652 (55.48%) 67,114 110,886
Clumge i net assels belore
tinsfers L6} 100 52M) 7.328 {2,061) 2.203 0,342 21,043 A8, 165 71,337 47,0422 72,565 (30,387 176,795)
Tnterfind transfers:
Yo 20003 fund - - . - - - - - {258,750y (108,227 (134,161 (1896765 (X18,236} {361,141
) Met change in pel assels 1363 1.700 520 7328 (2051 2205 9,342 21,045 t210.591) {36, B (231,205) (i17,111 (353,623 (437 936} g
Plet agsets, beginning o4 0 79,828 4451 B0, 503 R6,282 113506 10, (88 12,613 542078 43,366 724,326 0ha 1. 06 1,300,267 1 AMETO g
Net ashets, ending $ 65,364 81,528 W97 93,831 §4,23) 15,711 118,330 03,718 31,487 606,476 493,121 534,595 1,011,644 992,934 >
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Statement of Revenue, Expenses, anth Changes in Net Assels by Fund Year, Comtinued

Schedole 2, Cor

19493 1994 1us 196 (A 1998 T 2Hix 20 pILTH 203 2004 WSS Totals
Vound Year  Fund Year  Fund Year  Fond Yesr  Tuond Year  Fund Year  Fuod Year  Fond Year  Faoud Year Fund Year Fund Yeur  TFoid Year Fund 2003 02
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1982.83 19R3-84 1Es 1956 1987 1988 1988 19 1991 1992
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Clanige I net assen before
irsuifoys IRDATE N Y A H3NADS La7d T 1.:427,371 W7 o0 (ZNT26T1Y  (RII2A48)  (LABE264)  (1636463)  (1.1B7.985) (427 (433.307) 15,965,310
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Scheduie 4

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2003

The analysis gives a summary of the income and expenses by fund year, along with comparative
data on paid claims and incurred claims since inceplion of the Fund Year.

1994 1995 1996

Required contribution and investment income:

Earped 3 17,905,749 15,423,490 11,372,817
Ceded ; _ 1.377.769 1,326,533 949 462
Net eamed ) 16,527,980  14,096.957 10,423,353
Unallocated expenses 3.559.744 4 938,727 3,497.054
Estimated incurred clamms and expense, end of policy vear:
Eamed 10,937,855 8,809,133 6,741,278
Net earned . ”10.93?.\35 8.809,133 6,741,278
Paid claims {cumulative) as of:
End of policy year 1.671.211 1,430,231 1,213.296
One year later 3,103,386 2405214 2.570.075
Twa years later 2,949 681 2978827 3,406,083
Three vears later 4,680,859 3,289 847 4117.304
Four years later 5.270.647 3,570,466 4 420,349
Five years later 5,597,068 3.633,960 4,552,294
Six years later 5,784,129 3,742,432 46314 472
Seven years later ‘5,814,541 3.879,604 4981331
Eight years later 5,842,196 3.972 371 -
Nine years later- 5,880,805 - -
Ten years later - - -
Reestimated ceded claims and expense - - -
Reestimated incurred claims and expense as of:
End of policy year 10,937,855 8,809,133 6,741,278
One year later : 8,184,861 6,016,462 5,662,187
Two years later 7,305,712 5,140,623 5,619419
Three vears later 7363 430 4 810,573 5866346
Four vears later 7.063,495 4,634,850 5,422,108
Five years later ;920,934 7,370,730 5,280,704
Six years later . 6,591,175 4.272.242 5,328,352
Seven vears later 6,500,450 4,287.066 5.305,259
Eight years later 6,256,137 4,253,723 -
Nine years later 6,264,393 - -
Ten years later ‘ - - -
Fncrease (decrease) in estimated incurred claims
and expense from end of policy year b (4,673,462) (4,555.410)  (1,436,019)

¢
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Schedule 4, Cont.

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information, Continued

1997 1998 1999 ~ 2000 2001 2002 2003

3,244 8,257,298 7,135,140 7,493,443 8,638,665 10,237,514 11,499,055

&
=]
8%
L

842,497 508,299 474,434 615,289 472,360 597,909 613,766
0,747 7,748,999 6,660,706 6,878,154 8,166,305 9,639,605 10,885,289

Ld
o
~1
L
.

Lad
bt
(%]

2,643,559 2,660,089 2,711,606 2755318 3,157,662 4,135.008

6,930,818 6,180,377 5,507,742 6,179,602 7,390,466 8,053.929 8,688,209

6,930,818 6,180,377 5,507,742 6,179,602 7,390,466 8,053,929 B,688 200

1,522,480 1,499,370 1,685,234 1,873,700 2,218,838 2,445502 2,466,468
2,480,061 2,616,541 2,947,430 3,731,396 4,033,996 4,566,870 -
2.985,67 3,243,287 4,006,973 4,697,542 4,692,702 z :
3,482,115 3,620,890 4,677,433 5,215,231 - «
3.620,624 4,013,225 4,970,990 - - - -
4,013,950 4.097.062 - - - - .
4,105,047 - - - - -
(266,356} (246,348) : - -
6.930.81% 6,180,377 5,507,742 6,179,602 7.390.466 8,053,929  §,688209
5,299,270 4,915,253 5,616,297 6,862,389 7.809.051 8,148,115 .
4,798,649 5,075,135 5,900.271 6,950,313 7,030,606 B
4,638,547 4,741,715 6,219.413 6,450,286 - - -
4342153 5,284,020 6.361,530 . - - -
4,535,104 5,095,260 - - - - -
4,442 699 s 2 - . - -

k) (2.488,119)  (1.085.117) $53.788 270,684 (359.860) 94,186 =
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WORKERS” COMPENSATION FUND
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Financial Statements
December 31, 2004 and 2003
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Independent Auditor’s Report

The Board of Trustees
Maine Municipal Association
Workers” Compensation Fund

We have audited the accompanying statements of net assets of Maine Municipal Association Workers’
Compensation Fund as of December 31, 2004 and 2003, and the related statements of revenue and
expenses, changes in net assets, and cash flows for the years then ended. These tinancial statements are
the responsibility of the Fund’s management. Qur responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the andits to obtain reasonable assurance
aboutl whether the financial statements are free of material misstatement. An audit includes examining,
on a fest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinions,

In our opinion, the financial statements referred to above present fairly, in all'material respects, the
financial position of Maine Municipal Association Workers” Compensation Fund as of December 31,
2004 and 2003 and the results of its operations. changes 1n its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America,

The Management Discussion and Analysis, as listed in the table of contents, is not a required part of the
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied eértain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

QOur audits were made for the purpose of forming an opinion on the financial statements taken as a whole,
The additional information presented in Schedules 1 through 4 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in our audits of the financial statements and. in our opinion, is fairly stated in
all material respects in relation to the financial statements taken as a whole.

March 13, 2005
South Portland, Maine
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MAINE MUNICIPAL ASSOCIATION WORKERS COMPENSATION FUND
Management Discussion and Analysis
Fiscal Year Ended 2004

This section of the Maine Municipal Association Workers™ Compensation Fund (the Fund) annual financial report
sets forth a narrative overview of its financial activities for the year ended December 31, 2004, Please read it in
conjunction with the Fund’s tinancial statements and dccompanying notes.

FINANCIAL HIGHLIGHTS
For all fund years combined, developments in calendar year 2004 included:

Net Assets at December 31, 2004 were $33.501,367, a decrease of 7.9% versus the prior year.
Cash and investments totaled $56,962.528, an increase ol 1.6%.
Operating revenues in 2004 totaled $14,549,248, an increase of 10.7%

Operating expenses.in 2004 totaled $17.427,635, an increase of 43.9%

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal vear 18 January | through December 31. The annual financial report consists of four parts:

Management Discussion and Analysis
Basic Finaneial Statements

Notes to the Statements

Supplemental Exhibits

€ & ® #

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Basic Statements include: Statements of Net Assets: Statements of Revenue and Expenses; Statements Changes
in Net Assets; and Statements of Cash Flows.

These statements present the Fund’s status at December 31,2004 and financial developments during fiscal year
2004 for all fund years combined.

Notes to the Statements provide explanations of the accounting principles followed and of key items in the

statements.

S femental Exhibits include analyses of F ssets and revenues and expenses by fund year, and a history of
Supplemental Exhibits include analy of Fund asset i | exp by fund y i a history of
claims development for the past ten years.
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MAINE MUNICIPAL ASSOCIATION WORKERS” COMPENSATION FUND

Management Discussion and Analysis, Continued

The following table summarizes the Statements of Net Assets:

The following table summarizes the Statements of Revenue and Expenses during calendar vears 2004 and 2003
I'he foll table sumn the Stat tsof R ue and Exp luring calendar 1 2004 and: 2003

FINANCIAL ANALYSIS

ASSETS

Current Assets

Capital Assets

Total Assets
LIABILITIES

Net Claims Loss Reserves
Other Liabilities

Total Liabilities

NET ASSETS

Statutory Reserves

Board Designated Reserves
Net Investment in Capital Assets
Contingency Reserve

Total Net Assets

for all fund years combined.

REVENUES

Member Contributions

investment and Other Revenues
Total Revenues

EXPENSES

Net Claims Expense

Reinsurance Premiunt

Safety Scholarship, Grants and Training
Other Expenses

Total Expenses

NET CHANGE IN NET ASSETS

o

12/31/04

57,685,246

1,382,759
2,101,845
371,332

29.645.431

33,501,367

12/31/04

3.593.795

14,549,248

11,997,461
524,095
194,130

4,711,949

17,427,635

(2,878,387

12/31/03

56,638,615

27423

56,766,038

1

092.650
,293.634

[FL I |

20,386.284

1,189,274
789,489

127,423
33,273,568

7.379,754

o]

-d
G

12/31/03

11934414
1.211.389
13,145.803

7,820,146
675,972
118,503

3,497,204

12,111,825

1,033,978
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MAINE MUNICTPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discassion and Analysis, Continued

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2004

The tollowing table compares ultimate results for the 2004 Fund Year as projected at December 31, 2004 with the
original budget. Investment Income and Net Claims Expense projections are based on an analysis by an

mdependent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS

REVENLUES
Member Contributions 12,879,326 13,058.380
Investment and Other Revenues 1,365,186 095,858
Total Revenues 14.244,512 14,054,238
EXPENSES
Net Claims Expense at 95% Confidence Level 11,822,376 12,123,014
Reinsurance Premium 487,513 489518
Provision for Member Dividends 500,000 300.000
Other Expenses 4.602,496 4,864,019
Total Expenses 17.412.385 17,976,551
Projected Transfer from Contingency Reserve (3,167,873) (3,922.313)

The major projected variances in the 2004 {und vear during calendar year 2004 were increases in Net Claims
Expense (2.5%); projected Investment Income (-27.2%, due to declining interest rates); and an increase in Other
Expenses (5.2%, primarily depreciation on new claims system}.

Net Claims Expense at the 95% Confidence Level includes claims payments, reserves on open claims, actuarial
estimates of claims developmerit in the future (IBNR), a statutorily requiréd reserve to fund claims 1o the 75%
confidence level, and an additional reserve recommended by the actuary to fund claims to the 95% Confidence
Level in accordance with Fund policy.

In the preceding table, Investment Income includes the actuary’s projection of future earnings, which are
shown as an offset to Claims Expense (Loss Fund Discouns) in the financial statements. The Provision for
Member Dividends is included in the projection, although it will not be reflected in the financial statements
until the dividend has been formally declared by the Board of Trustees. This presentation is used herein to
conform the Workers’ Cempensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2004

At December 31, 2004, the Fund’s Net Assets totaled $33,501,367, a decrease of $2,878,387 (7.9%) versus the

prior vear.

(]
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2004 the Fund had capital assets of $371.332, net of accumulated depreciation of $60,477.
These assets are the Fund’s investment in a claims and underwriting system jomtly owned with the MMA
Property & Casualty Fund, net of accumulated depreciation. The Fund had no long-term debt.

Management is aware of no conditions, decisions or contingencies which are expected to significantly impact on
the Fund’s financial position in the future.

This financial report is designed to provide our members, customers, investors and creditors with a general
overview of the Fund’s finances and to show the Fund’s accountability for the money it receives. 1f you have any
questions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
(207)-623-8428.



MMA_ 00018174

Exhibit A

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Statements of Net Assets
(All Fund Years)
December 31, 2004 and 2003

2004 2003
ASSETS
Cuarrent assets:
Cash and cash equivalents b 4,824 216 5,439,892
Corporate bonds 1,032,762 5.146.337
U.S. Government and agency securifies S1:105.550 45,479,106
Accounts receivable 7,433 259
Accrued interest receivable 542 945 564,001
Prepaid expenses . 172.340 8.960
Total current assets 57.685.246 56,638,615
Capital assets:
Computer equipment and software 431.809 462,302
Less accumulated depreciation 60477y (334.879)
Net capital assets 371,332 127.423
Total assets $ 58.056.378 56‘766,(_)38
LIABILITIES
Liabihies:
Accounts payable F17,407 16.630
- 142,928

Deferred revenue
Claims loss reserves:
Claims reserve
Reinsurance recoverable
Supplc"nk:nml benefits fund recoverable

Loss reserve discounting

24,937 845
(1,749,374)
(41,123)

(2,570,531)

21.337.945

{1.879.376)
(81.435)

(2.284.284)

atry it

- Net claims Joss reserves

Claim servicefassessment reserve

20.5870,817

3,86(),987

17.092 650

3,134,076

Total liabilities

24,555,211

200,386,284

NET ASSETS
Tavested 1n capital assets, net of related debt
Restricted for statutory funding
Unrestricted:
Board designated
Contingency

5

1.382.7

371,332
59
2.101,845

29,645,431

127,423

1,189,274

1,789,489
33.273.568

Total net assets

33,501,367

36,379,754

See uccompanying notes o financial statements.

Ln
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“Exhibit B

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses
(All Fund Years)

For the years ended December 31, 2004 and 2003

2004 2002

Revenue:

Contributions b 15,361.344 13,528,624
Less discounts .\ 1.394.079) {1,183,088)
Less loss control credit (362,445} 401.161)
Less medical deductuble credit _ (11.223) (9.061)

Net contributions ' 13,593,795  11,934.414

Investment income 955,453 1.211.389

Towl cevenue 14,549,248 13,145,803

Expenses:
8,732,977 6,945,198

Claims paid
Claims reserve - current year adjustment 3,599,501 1,083,540

{185.656 (410,760)

Subrogation recovery

Deductible recovery (1.393) (11.547)
' Ultimate claims loss ' 12.145.829 7.606.431
Reinsurance recévered (32,633 (302,721)
Retnsurance recoverable adiustment 130200 £9 102
Supplemental beaefits fund recoverable 40.312 371 .6066

Net uitimate claims loss ' 12,283,708 7.763.878

Toss reserve discounting - current year adjustment (286,247) 56268
Net claims expense ' 11,997 461 7.820,146
Reinsurance premium 524.095 675,972
Professional service 29711 104,391
Administrative fees 2,944 909 2 473,038
Regulatory assessment and [ees 424,656 S02,.314
Claims service/assessments reserve 726911 (46,17%)
Safety and scholarship grants 184,130 118,503
Training expense 10,51 -
Depreciation expense 154,841 56.306
Maintenpance contracts 3,951 3.9610)
Dividends paid 399,459 398,373
Tolal expenses 17,427,635 12,111.825
Change in net assets ‘ % {2.878.387) 1,033,978

See acrampanying notes 1o financial statements.

6



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FIIND

Statements of Changes in Net Assets
(Al Fund Years}

For the years ended December 31 2004 and 2003

MMA_00018176

“Exliibit

" invested Reserve for }ioarﬂ Total
in Capital statutory designated  Contingency net
_A—'\s‘;ets‘ funding reserye reserve ASSELS
Net assers at December 31, 2002 S 159,470 1,151,322 1.6Y9,962 32,335,022 33,345,776
Change in net assets (32.047) = 1 066,025 1.033.978
Net asset transfer = 37.952 39,527 (127.479)
Net assets at December 31, 2003 137,423 1189274 1.789.480 13.273.568 36,379,754
Change in net assets 243,909 - - (3,122.296)  12.878,38T)
Net asser fransier - [93. 485 1[2.356 (505841
$ ;37 1,332 1,382,759 2,101,845 29,645,431 33,501,367

Net assets af December 31, 2004

Seq

accoOmpanying

netes to financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows

For the years endéd December 31, 2004 and 2003

Exhibit D

2004

2003

Cash flows [rom operaling activities:

Change in net assets

Adjustments to reconeile change in pet assets o

net cash provided by operating activities;

Depreciation expense

{Increase) decrease In assets:

Accounts receivable

Accrued interest recetvable

Prepaid expenses

Increase (decrease) in labilities:

Accounts payable

Deferred revenue

Net claims loss reserve

Claim service/assessments reserve

154,841
(7,174)
21,116

(163,360}

100,777

(142.928)

3484167
26,911

Receipts from net contributions i 13,443,603 12,074,799
Receipts from investment income 976,569 1,256,994
Payments for net claims (8,313,204 (6,220,167
Payments for reinsurance premium (524,095} (673.972)
Paymems for prolessional service {29.711) (104,391}
Payments for administrative fees (2.844.132) {2487 .830)
Piavments for regulatory assessment and fees (424.656) {502.314)
Payments forsafety and scholarship grants (184.131h (118.503)
Payments for training fees (10,511 -
Payments for maintenance coptracts (194 331) (17,920)
Payments [or dividends paid {399.459) (388.373)
Net cash provided by operating activities 1,205,943 2,8(16,323
Cash'flows {rom capital and related financing activities:
Net purchases of computer equipment {398,730} (24.259)
Net cash used in capital and relawed financing detivities (398,750) (24.259)
Cash [Mows from investing activities:
Net purchase of investments (1.512.869) {1.205.643)
Ner cash used in jnvesting acuvities (1.512,869) {1.205,643)
Increase {decrease) in cash (615.676) 1,576,421
Cash, beginning of vear 5.439 892 3.863 471
Cash. end of year ¥ 4.824,216 5.439,892
Reconciliation of ¢change in net assets
: &
to niet cazsh provided by operating activities:
5 (2.878,387) 1,033,078

56,306

11,544
45,605
(5.960)

(14,792)

128.841
1,599,979

(46,178)

- Net cash provided by operating activities

$ 1,295,943

2,806,323

See accompanying notes (o financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund”y was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine _
Municipal Association. During 2004 and 2003, respectively, there were 592 and 382 governmental entities which
participated in the Fund. Participants share risk in proportion to their contributions. The Fund is administered by
Maine Municipal Association for which a management fee is assessed and included in expenses. These {inancial
statements include only the accounts of the Maine Municipal Association Workers' Compensation Fund. The
Fund is regulated by the State of Maine Bureau of Insuranee under Rule Chapter 250.

Tax Exempt Status - The Fund is a Trust Fund established and administered by the Maine Municipal
Association, a tax exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established to cover potential claims incurred for that specific
‘period. The operations for each fund year are accounted for by providing a separate set of self-balancing
accounts which comprise its assets, liabilities. net assets, revenues, and expenses. The accompanying financial
statements reflect the combined financial position, results of operations and cash flows of the fund for all fund

years.
Basis of Accounting - The accrual basis of accounting is followed.

The Fund follows the provisions of Government Accounting Standards Board {GASB) Statement No, 10
Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, as amended by GASB
Statement No. 30, Risk Financing Omuibus. Contributions are recognized as revenue over the contract ;mrih_d for
which risk protection is provided which corresponds to a fund year. A lability for unpaid claims, including
estimated claims incurred but not reported, is acerued when insured events occur. Anticipated investment income
is considered in determining whether a contribution deficiency exists.

LCash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
‘months or less to be cash and cash equivalents.

Investments - All investments dre carried at fair value, based on quoted market prices, i a single pooled
investment account for all of the Workers' Compensation fund years. The Fund’s investments consist of U.S.
government and agency securities and corporate bonds, none of which are hield for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2004 and 2003 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompanying statements of
changes in net assets. Each fund year's portion of principal, interest, capital gains and losses is determined by its
sash and investments in the pooled investments. ‘ ‘

Aecounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts, No
allowance for bad debts is considered necessary at December 31, 2004 and 2003,
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Fipancial Statements, Continued

SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES. CONTINUED

Capital Assets - The cost of computer-hardware and software 1s being depreciated on a straight-line basis over
the estimated useful lives of three to five years.

Deferred Revenue - Deferred revenue represents contributions which have been received by the Fund related to

the next fund year,

Claims Loss Reserve - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of settling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments
resulting from the settlement of losses will be reflected in the statements of revenue and expenses at the time the

adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve is actuarially determined and
consists of estimates for (1) future claims services and (2) future assessments by the State of Maine in connection
with claims originating in fund vears through 2004, Management believes that the reserves are adequate, but the
ultimate net cost of settling this lability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements io reduce its exposure to large losses on msured events.
Reinsurance permits recovery of & portion of losses from reinsurers, although it does not discharge the primary
ltability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured risks as liabilities
unless it is probable that those risks will not be covered by reinsurers. Premiums ceded to reinsurers during 2004
and 2003 were $524.095 and $675.972. respectively. The amounts deducted from claims liabilities as of
December 31, 2004 and 2003 for reinsurance recoveries were $1,749,374 and $1.879,576. respectively,

Contributions - The member contributions required are based on the standard premium workers™ compensation
rates similar to an insured plan. Various premium discounts and credits are givento members. The contributions
for 2004 have not been fully determined: the current premiums are based on estimated payrolls. Audits are
conducted during each succeeding year to adjust for actual payroll expenses incurred by the members.

Statements of Cash Flows - For purposes of the statements of cash flows. the Fund considers all highly liquid
deposits and debt instruments purchased with a maturity of three months or less to be cash equivalents.

Safety Enhancement Fund - In November 1999, the Board ('1F‘T_rus!ccs established a Safety Enhancement Fund
by transferring $500,000 from Contingency Funds. The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and (o support a crisis intervention
program.

Safety Training Fund — In 2004, the Board of Trustees established a training fund by transferring $100,000 from
the Safety Enbancement Fund. The purposc of this fund is to provide members specialized safetly training bevond
the on-going loss control program.
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES, CONTINUED

Management Estimates - The preparation of (inancial statements in conformity with accounting principles
gencrally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and labilities 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. Significant estimates utilized in the preparation of the financial
statements include claims loss reserves and the claims service/assessments reserve.

DEPOSITS AND INVESTMENTS

Deposits - Cash and cash equivalents are composed of cash management accounts (CMA) and money market
instruments and consist of the following at December 31:

2004 2003
CMA-deposit account $ - 41,121
CMA- mutual fund investment sweep 122.307 457,510
Money market mutual fund S _4.701.909 4,941,261
_ Totals ~ _ $4824216 5,439,892
Cash and cash equivalents for the Maine Municipal Association are held at a single financial institution. The

CMA - deposit and CMA - mutual fund investment sweep are pooled accounts containing assets of the General
Fund, Special Funds, Workers” Compensation Fund, Unemployment Compensation Fund, Public Officials
Liability Fund and Property & Casnalty Pool. The money market mutual fund is held in a separate Trust selely
for the Workers’” Compensation Fund.

The CMA - deposit account amounts in excess of the $100.000 FDIC insured limit are considered uninsured and
uncollateralized. Amounts in the CMA - mutual fund investment sweep and the money market mutual fund are
indirectly invested in U.S. government obligations.

Investments - Investments are categorized into three eategories of credit risk.

1. Insured or registered, or securities held by the Fund or held in custodian’s name to benefit the Fund.

2. Uninsured and unregistered, with securities held by the counterparty’s trust company or agent in the Fund’s
name.

3. Uninsured and unregistered, with securities held by the counterparty or its trust department or agent but not

i the Fund’s name.

B
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements, Continued

i{.—jj(_)sr_[s}_\rf13{?&/53?&-&;&_‘1‘&*t_‘:(_)}\-"rl_t_wt_,llan - -
At December 31, 2004 and 2003, investment balances were as follows:
2004 2003
Category Fair value Fair value
Corporate bonds 1 $ 1,032,762 5.146.337
U.S. Government and agency securities 1 . S5LI05550 45479106
Totals . _ $52,138312  50,625.443
NET DEPRECIATION IN FAIR VALUE - -

Net depreciation-in fair value during the years ended December 31,2004 and 2003 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses.

2004 2003
Corporate bonds $ (109,001 (205,694)
U.S. Government and agency securities (1,146,392) (576.893)
(782,587)

__Totals _ N $ (1,255,393)
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS L t)‘n% RE SLRVI—S f\\'l) RE !\\( RA\‘C‘} REC ()\ E J{ \IH i

The amounts shown for claims reserves as of December 31, 2004, are developed from an actuarially determined

ioss analysis and are as foliows:

Reserve Actuarially

based on Actuarial Total Net paid determined
Fund Year known claims reserves reserves L,lu!ms uftimate claims
1978-1979 § - -. = 718907 719.072
1979-1980 - - A.032, ’344 2,332,544
1980-1981 - - - 3,327,467 3.327.467
1981-1982 - = ~ 2.957.39]1 2,957,391
1982-1983 - - ~ 3,976,519 3.976.519
1983-1984 - - - 5.077.576 5.077.576
1985 273,031 11.500 284.53] 7.055.630 7.340.161
1986 127,534 31,162 158,696 7,080,150 7.238.846
1987 203.576 = 203.576 8.597.200 R.R00.,776
1988 43,919 10,731 54,650 7.937.497 7,992 147
1989 111.495 27.243 138.738 9.494.216 9.632.954
1990 45.773 F1.184 56,957 8.533,133 8,590,060
1991 8E8.077 180,172 268.249 7.915.490 8.183.739
1992 183,734 126,596 310,330 8,749,101 9,059,431
1963 675,790 244,785 920.575 &.564.660 G.485,235
1994 126,556 166,051 292 607 5,853,717 6,146,324
1993 244,765 82,542 327.307 3,625,299 4,252,606
1996 246,316 121,224 367,540 4. 846,428 5.213.968
1997 209,035 244,928 453,963 4.047.697 4,501,660
1998 424,99 180.426 605.417 4,085,309 4,690,726
1999 1.412.837 230,141 1,642 978 5,169,589 6.812,567
2000 866,237 522,095 1.388.332 5.364,451 6,752,783
2001 1,438, ﬁ22 308.707 1.747.329 5,248,267 6.995.596
2002 2.218.371 1.273.036 3,491,407 5,960,668 9,452,075
2003 l.JbU 966 1.583.541 4,264,507 4,635,621 8.900,128
2004 4,234,005 3,726,151 7,960,156 2,927 950 10,888,106

Totals $ 15,855,630 9,082,215 24,937,845 144,582,641 169,520,486
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes {o Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Exhibit A include an offset recommended by the independent actuary
for lass reserve discounting. This offset provides for discounting the claims loss reserves by 5.0% based on the
payout patterns recorded over the Fund’s history. This reserve anticipates the accrual of conservatively projected
investment income over the life of each fund. This adjustment conforms with the funding requirements of the
State of Maine Burean of Insurance.

Each fund has entered into specific reinsurance contracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for each vear except 1991-1993 in which
there was no coverage. The limits for the specific reinsurance for individual claims are as follows:

Specific Reinsurance

Fund year _ Adachment
Maritime/
Regular USL&H
[978-1979 to 1983-1984 $ 250,000 "
1985 to 1990 350,000 .
1991 ta 1997 400,000 .
1998 to 2000 350,000 400,000
2001 to 2002 400.000 400,000
2003 500,000 400,000
2004 1.000.000 400.000
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements, Continued

The aggregate reinsurance himits are listed below along with the total amounts recoverable from both the specific
and aggregate reinsurance policies based on the actuarially determined ultimate losses are as {follows:

Actuarially Aggregate
determined reinsurance Reinsurance Reinsurance
Fund Year ultimate losses attachment recovered recoverable
1978-1979 $ 719,07} 1,000,000 + -
1979-1980 2,532,544 1.647,658 884,886 -
1980-1981 3,327.467 1.806.317 1.431.15¢: -
1981-1982 2.957.39] 2,756,246 201.145 -
10821983 3,976,519 2.987.190 989,329 -
1983-1984 5,077,576 3.379.864 1,697,712 -
1983 7.340,162 3.913.707 3.129.924 206,530
1986 7.238.846 4,923,803 2,148,275 166.768
1987 8.800,776 9,280,199 19,191 231.111
1988 7.992. 147 11.524.021 149,907 -
1989 9,632,954 12.871.277 & =
1990 8.590.090 14,547,254 45.416 -
1991 8,183,739 - - -
1992 9,059431 - 145,143 -
1993 0,485,235 - 201 .484 467064
1994 6.146.324 13.858.008 - -
1995 4,252,606 13,406,985 - =
1996 5.213.968 11,636,779 - -
1997 4.501.660 12.000.000 - 6,200
1998 4,690,726 7.804.675 - 170,000
1999 6,812,567 8.505.625 - 411700
2000 6,752,783 9,733,330 - -
2001 6,995,596 10,711,749 - -
2002 9.452.075 11.329.907 - -
2003 8.900.128 12,156,437 - -
2004 10,888,106 - ~ -
Totals $ 169,520,486 182,051,631 11,043,562 1,749,374

5
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes to Financial Statements, Continued

A.M. BEST RATINGS

Reinsurance or excess insurance for the various {lind years has been provided by the following companies. The
2004 A, M. Best rating for-each company is also listed.

Ty p ¢ of A. M. Best Fin size
Fund year Reinsurance carrier coverage rating category

[978-79 to 1979-80 International Insurance Co. (ISLIC) bp;cmL (not rated) (not rated)
1980-81 to 1981-82 United States Fire Insurance Co. Specific A- (Excelient) XU
1982-83 to 1983-84 General Accident Ins. Co. of Amer, Specific A (Excellent) X1
1978-79 to 1983-84 Employers Reinsurance Corp. Specific and

Aggregate A {Excellent) XV
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess

Aggregate {(not rated) (not rated)
1985 to 1990 General Reinsurance Corp. Specific and

Aggregate A+ (Superior} XV
1985 to 1986 Roval Insurance Company Excess

' Specific B (Fair) X111

1991 General Reinsurance Corp. Specific A+ (Superior) XV
1992 to 1993 Odyssey America Reinsurance Corp  Specific A (Excellent) heRY

(formerly TG Reinsurance Company)
Travelers Specific and

(formerly Aetna Casualty & Surety)  Aggregate A {Superior) XV
Safety National Casualty Corp. Specific and '

1994 1o 1995

1996 to 2003

Aggregate A (Excellent) X
2004 Safety National Casualty Corp. Specific A (Excellent} X

UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of Josses and related claim service reserves, The following represents changes

in these aggregate labilities as of December 31:
2004 2003

Claims loss and claims service reserves at beginning of year  $ 20,226,726 18,672,925

Incurred claims and claims service reserve expenses:

Provision for insured events of the current vear 11,268,441 8.055,782
Increases in provision for insured events of prior years 1.¢ ”3 614 (456,789)
Total insured claims and claims service
__reserve expenses _ B 12944055 8498996

Payments:

Claims attributable to insured events of the current year 2,932 275 2,466,468

_ Claims attributable to insured events of prior vears 5.800.702 4,475,730
Total payments 8.732.977  6.945.198

Total claims loss and claims serviee reserves at end of year $ 24,437,804 20,226,726
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EXPENSES

Remnsurance premiums, claims service fees dnd admimstrative fees are recorded as expenses in the initial fiscal
vear of each Fund for ali of the services expected to arise out of that Fund. Changes in these expenses are treated

as current mcome or EXpense.

INTERFUND TRANSFERS

In order to provide full funding, the Warkers' Compensation Fund Trustees have approved various transfers
between fund years. Where excess funding has been permiited, some of the funds transferred have been returned.
Transfers affected during 2004 are shown within Scheduie 2. The net of all transfers made between Workers'
Compensation Funds since inception 1s reflected in Schedule 3.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated inte four components.

Amounts invested in capital assets, net of debt represents the fund’s equity in claims and underwriting software
held jointly with the MMA Property and Casualty Fund.

The amount restricted for statutory funding is calculated by an independent actuary to a 75% confidence level
based onthe foss development variations experienced by the Maine Municipal Association's Workers'
Compensation Fund over its history. The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessments reserve will be adequate to that confidence level to cover variations in the claims loss
reserve development. This adjustment also conforms with the funding rcqmrcmunl_s of the State of Maine Bureau
of Insurance. As of December 31, 2004, the reserve for statutory funding totaled 51,382,759,

The Board designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has calculaied this
reserve to provide an additional reserve up to'the 95% confidence level. As of December 31, 2004, the Board
designated reserve totaled $2,101,845.

The contingency represents accumulated funding in excess of the statutory requirements and the board designated
reserves. The Workers' Compensation Fund Trustees have established this reserve to be held for the future
financial stability of the Fund. As of December 31, 2004, the contingency reserve totaled $29,645,431.

CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third-parties to settle ¢claims Habilities. These labilities have
been removed from the statements of nef assets. The annuities have been purchased from highly rated insurance
companies and management believes that the likelihood that the Fund will be required to make future payments

on the claims is remote. The aggregate original purchase amount of such annuities at December 31, 2004 totals

$8,101,992. '
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TERMINATED MEMBER'S RESERVE o o o

Section TIE.3 of Rule 230 requires that members who have left a group sell’ insurance plan are liable for their
proportionate share of the incremental difference between funding at the 90t confidence level and the 95th
confidence level. The Rule further states that the group must increase its security by such sums.

= : a A 4 Vi .8
At December 31, 2004, the Fund maintained security for all fund years at or above the 951 confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 9510 confidence level and no

additional security is required.
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Schedule 4

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2004

The analysis gives a summary of the income and expenses by fund year, along with comparative
data on paid claims and mcurred claims since inceprion of the Fond Year:

J995 1996 1097
Required contribution and investraent income:
Earned & 15,461 353 L1 468110 9,351,025
Ceded 1.326,533 949 462 842 497
Net eamed ' ' 14134820 10,518:648 8.508.528
Unallocated expenses 4.939 335 3,502 897 2639086
Estimated incurred claims and expense, end of policy vear;
Eamed 8.800 133 6.741,278 6,930,818
Net earned 8,809,133 6,741,278 6.930,818
Paid claims (cumulative) as of:
End of policy year 1.430.23] 1,213,296 1,522 480
One vear later 2,405,214 2.570.075 2,480,061
Two vears later 2,078,827 3.406.083 2.985.677
Three years later 3280 847 4,117,304 3.482,115
Four years later 3,570,466 4,420,349 3,620,624
Five years later 3,633,960 4,552,294 4,013,950
Six years later 3,742,432 4,934,472 4,105,047
Seven vears later 3,879,604 4,981,331 4,198,025
3,972,371 5.09G.809 -

Eight years later
Nine years later 4,022,917 - -
Ten years later - -

Reestimated ceded claims and expense - : (6,200)

Reestimaied incurred ¢laims and expense as of:
End of policy year 8,809,133 6,741,278 6,930,818
Ome year later 6,016,462 3,662,187 5294270
Two vears later 5.140.623 5.612.419 4.798.6409
Three vears later 4,810,573 5,806,340 4,638,547
Four years later 4,634 850 5422108 4,342,153
4,370,730 5,280,704 4535104

Five years later

Six years later 4272242 5.328.352 4,442 699

seven years later 4.287 096 5,305,259 +4.501.660

Eight years later 4,253,723 5.213,968 &
4,252,606 - -

Ning years later
Ten years later

Inecrease (decrease) i estimated incurred claims

and expense from end of pelicy year $  (4,556,527) (1527310  {2.429,158)

I3
(¥4



Ten Year Claims Development Information, Continued

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS

MMA_00018195

Seheduld=, Cont,

1998 1999 . 2000 2001 2002 2003 2004

$ 8,366,027 7,194,507 7.541.047 8,707,686 10,320,266 12,154,789  13.155969

508.299 474,434 615.289 472,360 597,909 648,343 489,518

7.857,728 6.720,073 6.925,758 8,235.326 9,722,357 11506446 12,666,451
2,624,921 2,763,876 2,730,635 3.098.657 3,563,967 4290718 4,842,029
6,180,377 5.507,742 6.179.602 7.390,466 8,053,929 8,688,200 9991417
6,180,377 5,507,742 6,179,602 7,390,466 8,053,929 K.088200  999] 417
1,499,370 }.685,234 1,873,700 2,218,838 2,445,502 2466468 2,932,275
2,616,541 2,947.430 3,731,396 4,033,996 4,566,870 4.680.401
3,243,287 4,006,973 4,697,542 4,692,702 6.115.453
3,620,890 4,677 433 5.215,231 5,318,881
4,013,225 4.970.99( 5,612,268
4.097,062 5.312.359
4,193,849
(170,000) (411,700} - -
6.180,377 5,507,742 6,179,602 7,390,466 8,053,929 8,688,209 10,888,106
4,915,253 5,616,297 6,862,389 7,809,051 8,148,115 8,900,125
5,075,135 5.900,271 6,930,313 7,030,606 9,452,075
4,741,715 6.219.413 6,450,286 6.995 596
5,284,020 6,361,530 6,752,783
5,095,260 6.812,567
4,690,726

$

(1.489,651)

1,304,825

F

573,181

(394,870)

1,398,146 211,916

26
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND

Financial Statements

Years ended December 31, 2005 and 2004
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Financial Statements
For the years ended December 31, 2005 and 2004
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Independent Auditor’s Report

The Board of Trusices
Maine Municipal Association
Workers” Compensation Fund

We have audited the accompanying statements of net-assets of Maine Municipal Association Workers’
Compensation Fund as of December 31, 2005 and 2004, and the related statements of revenue and
expenses, statements of changes in net assets, and cash flows for the years then ended. These financial
staternents are the responsibility of the Fund’s management. Our responsibility s to express an opinion
on these financial statements based on our audits. '

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance:
about whether the financial statements are free of material misstatement. An audit includes examining,
on 4 test basis, evidence supporting the amounts and disclosures inthe financial statements. An andit
also includes assessing the accounting principlesused and significant estimates rade by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Maine Municipal Association Workers' Compensation Fund as of December 31,
2005 and 2004 and the results of its operations, changes in its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

The Management Discussion and Analysis, as listed in the table of contents, is not a required part of the
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opimon-on it.

Our audits were made for the purpose of forming an opinion on the financial statements taken as a whole.
The additional information presented in Schedules 1 through 4 1s presented for purposes of additional
analysis and is not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in our audits of the financial staternents and, in our opinion, is fairly stated in
all material respects in relation to the financial statements taken as a whole.

March 14, 2006
South Portland, Maine
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MAINE MUNICIPAL ASSOCIATION WORKERS® COMPENSATION FUND
Management Discussion and Analysis
Year ended 2005

This section of the Maine Municipal Association Workers” Compensation Fund (the Fund) annual financial
report sets forth a narrative overview of its financial activities for the year ended December 31, 2003, Please
read it in conjunction with the Fund’s financial statements and accompanyimg notes.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January 1 through December 31. The annual financial report consists of four parts:

s Management Discussion and Analysis
» Basic Financial Statements

»  Notes to Financial Statements

e Supplementary Information (Schedules)

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Basic Financial Statements include: Staternents of Net Assets; Statements of Revenues and Expenses;
Statements of Changes in Net Assets; and Statements of Cash Flows.

These statements present the Fund's status at December 31, 2005 and financial developments during fiscal year
2003 for all fund years combined.

Notes to Financial Statements provide explanations of the accounting principles followed and of key items in
the statements.

Supplemental Schedules include analyses of Fund assets and revenues and expenses by fund year, and a history
of claims development for the past ten years.

FINANCIAL HIGHLIGHTS

For all fund years combined, developments in calendar year 2005 included:

e Netassets at December 31, 2005 were $35,964,388, an increase of 7.4% versus the prior year.
e Cash and investments totaled $59,584,373, an increase of 4.6%.

¢ Revenues in 2005 totaled $15,866,844, an increase of 9.1%

s Expenses in 2005 totaled $13,403,823, a decrease of 23.1%
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND

Management Discussion and Analysis, Continued

FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assets;

ASSETS
Current Assets
Capital Assets
Total Assets
LIABILITIES
Net Claims Loss Reserves
Other Liabilities
Total Liabilities
NET ASSETS
Statutory Reserves
Board Designated Reserves
Net Investment in Fixed Assets
Contingency Reserve

Total Net Assets

The following table summarizes the Statements of Revenue and Expenses during calendar years 2005 and 2004

for all fund ysars combined.

REVENUES
Member Contributions
Investment and Other Revenues
Total Revenues
EXPENSES
Net Claims Expense
Reinsurance Premium
Safety Scholarship and Grants
Other Expenses
Total Expenses

CHANGE IN NET ASSETS

[

12/31/05 12/31/64
60,213,880 57,685,246

318,173 371,332
60,532,053 58,056,578

24 512,198
55,467

24,437,804
117,407

24,567,665

Lh

24,555,211

1,378,297 1,382,759
2.108.815 2,101,845
318,173 371,332
32,159,103 20,645 431
35.964,388 33,501,367

123105 12/31/04
14,677,224 13,593,795
1,189,620 955.453
15,866,844 14,549,248
8,743,225 11,997,461
559,334 524.095
205,406 184,130
3,895,858 4,721,949
13,403,823 17,427,635

2,463,021 (2.878,387)
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continned

ANALYSIS OF FI NANCIAL DEVELOPMENTS IN FISCAL YEAR 2005

The following table compares ultimate results for the 2005 Fund Year as projected at December 31, 2005 with
the original budget. Investment Income and Net Claims Expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS
REVENUES
Member Contributions 13,081,549 14.217.716
Investment and Other Revenues 1,346,474 1,102,749 _
Total Revenues 14,428,023 15,320,465
EXPENSES
Net Claims Expense @95% Confidence Level 12,296,159 11,565,332
Reinsurance Premium 5327478 537,943
Provision for Member Dividends 500.000 500.000
Other BExpenses 4,801,443 4,757,720
Total Expenses 18,125,080 17,360,995
TRANSFER TO (FROM) CONTINGENCY RESERVE (3,697,057) (2,040,530}

The major projected variances in the 2003 fund year were the increase in Member Contributions (8.7%); decrease-
in Net Claims Expense (-5.9%); and a decrease in projected Investment Income (-18.1%), due to unrealized

[osses.

Net Claims Expense at the 95% Confidence Level includes.claims payments, reserves on open claims, actuarial
estimates of claims development in the future (IBNR), a statutorily required reserve to fund claims to the 75%
confidence level, and an additional reserve recommended by the actuary (o fund claims to the 93% Confidence
Level in accordance with Fund policy.

In the preceding table, Investment Fncome includes.the actuary's projection of future earnings, which
are shown as an offset to Claims Expense (Loss Fund Discount) in the financial statements. The
Provision for Member Dividends is included in the projection, although it will not be reflected in the
[financial statements until the dividend has been formally declared by the Board of Trustees. This
presentation is used herein fo conform to the Workers’ Compensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2005

At December 21, 2005, the Fund’s Net Assets totaled $35,964,388, an increase of $2,463.021 (7.4%) versus the
prior year. ‘
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2005 the Fund had capital assets of $318,173, net of accumulated depreciation of $139,650.
These assets are the Fund's investment in a claimg and underwriting system jointly owned with the MMA
Property & Casualty Fund, net of accumulated depreciation. The Fund had no long-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND’S FINANCIAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies which are expected to significantly impact on
the Fund’s financial position in the future.

REQUEST FOR INFORMATION

This financial report is designed to provide our members, customers, investors and creditors with & general
overview of the Fund’s finances and to show the Fund's accountability for the money it receives. If you have any
questions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
(207) 623-8428.



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Statements of Net Assets
{AHl Fund Years)
December 31, 2005 and 2004

MMA_00018203

Exhibit A

2005 2004
ASSETS
Current assets:
Cash and cash equivalents 5 2,862,995 4824216

Corporate bonds - 1,032,762
U.S. Government and agency securities 56,721,378 51,105,550
Accounts receivable 710 7,433
Accrued interest receivable 509,187 542,945
Prepaid expenses 29,610 172,340
Total current assets 60,213,880 57.685,246
Capital assets:
Computer equipment and software 477,823 431,809
Less accumulated depreciation (159,650) (60,477)
Nel capital assels 318,173 371,332
Total assets $ 60,532,053 58,056,578
LIABILITIES
Liabilities:
Accounts payable 55,467 117,407
Claims loss reserves:
Clains reserve 26,633,956 24 937,845
Reinsurance recoverable (2,890,761 (1,749,374)
Supplemental benefits fund recoverable - (41,123)
Loss reserve discounting (2.828,136) (2,570,531
Net claims loss reserves 20,915,059 20,576,817
Claim service/assessment reserve 3,597,139 3,860,987
Total Habilities $ 24,567,665 24,555,211
NET ASSETS
Invested in capital assets, net of related debt 318,173 371,332
Restricted for statutory funding 1,378,297 1.382,759
Unrestricted:
Board designated 2,108,815 2,101,845
Contingency 32,159,103 29,645,431
Total net assets $ 33,964,388 33,501,367

See accompanying notes to financial statements.
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Exhibit B
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses
(All Fund Years)
For the years ended December 31, 2005 and 2004 )
2005 2004
Revenue;
Contributions § 16610754 15361544
Less discounts {1,539,835) (1.394,079)
Less loss contrel credit {383,085} (362445
Less medical deductible credi {10,010 (11,225)
Net contributions 14,677,224 13,593,793
Investment ilcome 1,189.620 955.433
Total revenue 15,866,844 | 4,544 248
Expenses:
Claims paid 8,721,455 8.732.977
Claims reserve - current year adjustment 1,696,111 3.599.901
Subrogation recovery (192,413) {185,6506)
Deductible recovery {11.923 (1,393)
Ultimate claims loss 10,213,230 12,145 829
Reinsurance recovered (112,137) (32.633)
Reinsurance recoverable adjustment (1,141,386) 130,200
Supplemental benefits fund recoverable 41,123 40,312
© Net ultimate claims loss 9,000,830 12,283,708
Loss reserve discounting - current year adjustment (257.605) (286,247)
' Net claims expense 8,743,225 11,997,461
Reinsurance premium 559.334 524.095
Professional service 100,261 29.711
Administrative fees 2,840,286 2,944 909
Regulatory assessment and fees 460,142 424,656
Claims service/assessments reserve (263.847) 726511
Safety and scholarship grants 205,406 184.130
Training expense ' 47,913 10,511
Depreciation expense 99,173 154,841
Maintenance contracts 113.003 30,951
Dividends-paid 498 927 399 459
Total expenses 13,403,823 17,427,635
Change in net assets $ 2,463,021 (2,878,387)

G

See accompanying nates to financial statemerns.



(AH Fund Years)
For the years ended December 31, 2005 and 2004

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Changes in Net Assets

MMA_00018205

Exhibit C

Invested Reserve for Board Total
in capital  statutory designated Contingency net
assets funding reserve reserve assets

Net assets al December 31, 2003 $ 127,423 1,189,274 1,789 480 33,273,568 36,379,754
Change in net assels 243,909 - - (3,122,296)  (2,878,387)
Net asset transfer - ]93,435 312,356 (505,841) -
Net assets at December 31, 2004 371,332 1,382,759 2,101,845 29,645,431 33,501,367
Change in net assets (53,159) (4.462) 64970 2.513.672 2463021
Net assets at December 31, 2005 $ 318,173 1,378,297  2,108.815 32,159,103 35,964,388

See accomparnying notes 1o financial statements,
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~Exhibit D
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows
For the years ended December 31, 2005 and 2004
. 2005 2004

Cash flows from operating activities:
Receipts from net contributions
Receipts from investment income
Payments for net claims
Paymenis for reinsurance premium

$ 14,683,947 13,443,693

1,133,378 976,569
(8.404.983) (8.513.294)
(559,334) (524,095)

Payments for professional service (100,261) (29.711)
Pavments for administrative fees (2,902,226) (2,844,132}
Payments for regulatory assessment and fees {460,142) {424,656)
Payments for safety and scholarship grants (205,406) {(184,130)
Payments for training fees {47,913) (10,511)
Payments for mainienance contracts 129,727 (194,331)
Payments for dividends paid (498,927) (399,459)

Net cash provided by operating activities ' 2,667,860 1,295.943

Cash flows from capital and related financing activities:
Net purchases of computer equipment (46,014) (398,750)
""" Net cash used in capital and related financing activities (46,014) {398,750)
Cash flows from investing activities:

Net purchase of investments (4,383,067) (1.512.869)
' Net cash used in investing activities (4.583,067) (1,512.869)
Decrease in cash {1.961,221 (615.676)

Cash, beginning of year

4,824,216

5,439.852

4,824,216

Cash, end of year b3 2,862,995
Reconciliation of change in net assets
to net cash provided by operating activities;
Change in net assets $ 2,463,021 (2,878,387)
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation expense 99,173 154,841
{Increase) decrease in assets:
Accounts recejvable 6,723 (7.174)
Accrued interest receivable (56,242) 21,116
Prepaid expenseés 142,730 (163.380)
Increase (decrease) in liabilities: '
Accounts payable (61,940 100.777
Deferred revenue - {142,928)
Net claims loss reserve 338,242 3,484,167
Claim service/assessments reserve (263.847) 726.911
Net cash proﬁded by operating activities 3 2,667,860 1,295,943
Non-cash activities:
‘Net depreciation in fair value of investments $ (1,199,483) (1,255,393)

See accompanying notes to financial statements.
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MAINE MUNICIPAL ASSOCIATION -
WORKERS’ COMPENSATION FUND
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association' Workers' Compensation Fund (the “Fund”) was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2005 and 2004, respectively, there were 595 and 592 gm’crmncntal entities
which participated in the Fund. Participants share risk in proportion to their contributions. The Fund is
administered by Maine Municipal Association for which a management fee is assessed and mcluded in expenses.
These financial statements include only the accounts of the Maine Municipal Association Workers'
Compensation Fund. The Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250:

Tax Exempt Status - The Fund is a Trust Fund established and administered by the Maine Municipal
Association, a tax-exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established 1o cover potential claims incurred and other expenses in
that specific period. The aecompanying financial statements reflect the combined financial position, results of

operations and cash flows of the fund for all fund years. The operations for cach fund year are accounted for by
providing a separate set of self-balancing accounts which comprise its assets, liabilities, net assets, revenues, and
expenses. In addition to the fund year operations, the Board established two additional funds. as detailed below:

e Safety and Scholarship Fund (“WC SS Fund”) - The purpose of this fund is to provide resources for-
scholarships and grants to Fund members to increase workplace safety and to support a crisis intervention
program. In 1999, the Board of Trustees established a Safety and Scholarship Fund by transferring
$500.000 from Contingency Funds. An additional $433.805 was transferred in 2004,

o Safety Training Fund (“WC Training Fund”) - The purpose of this fund is to provide members
specialized safety training beyond the on-going loss control program. In 2005, the Board of Trustees
established a training fund by transferring $100.000 from the Safety Enhancement Fund.

Basis of Accounting - The accrual basis of accounting is followed.

The Fund follows the provisiom of Government Accounting Standards Board’s (GASB) generally accepted
accounting principles (GAAP) for state and local governments through its pronouncements (Statements and
Interpretations). Additionally. the Fund follows the pronouncements of the Financial Accounting Standards
Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict with or contradict

GASB pronouncements. The Fund has elected not to follow subsequent private-sector guidance.

Contributions are recognized as revenue over the contract period for which risk protection is provided which
corresponds to a fund vear. A liability for unpaid claims, including estimated claims incurred but not reported, is
accrued when insured events occur. Anticipated investment income is considered in determining whether a
contribution deficiency exists.

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or Jess to be cash and cash equivalents. Amounts in the mutual fund investment sweep and the money
market mutual fund are indirectly invested in U.S. government obligations.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, C_ONTINUED

Investments - All investments are carried at fair value, based on guoted market prices, in a single pooled
investment account for all of the Workers' Compensation fund years. The Fund’s investments consist of U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2005 and 2004 does not differ materially
from the aggregate carrying values of its financial instruments recorded. in the accompanying statements of
changes in net assets. Each fund year's portion of principal, interest, capital gains and losses is determined by 1ts
cash and investments in the pooled investments.

Accounts Receivable - Accounts receivable have been adjusted for ail known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2003 and 2004,

Capital Assets - The cost of computer hardware and software is depreciated on a straight-line basis over the
estimated useful lives of three to five years.

Claims Loss Reserves - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of settling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments
resulting from the settlement of losses will be reflected in the statements of revenue and expenses at the time the
adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve 18 actuarially determined and
consists of estimates for () future claims-services and (2) future assessments by the State of Maine in connection
with claims originating in fund years through 2005. Management believes that the reserves are adequate, but the
uitimate net cost of settling this liability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large Tosses on insured events.
Reinsurance permits recovery of a portion-of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured losses as
liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums ceded to reinsurers
during 2005 and 2004 were $559,334 and $524,005, respectively. The amounts deducted from claims liabilities
as of December 31, 2005 and 2004 for reinsurance recoveries were $2,890,761 and $1,749,374, respectively.

Contributions - Member contributions are based on the standard premium workers’ compensation rates siomiar
to an insured plan. Various premium discounts and credits are given to members. The contributions for 2005
have not been fully determined; the current premiums are based on estimated payrolls, Audits are conducted
during each succeeding year to adjust for actual payroll expenses incuired by the members.

Management Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Significant estimates utilized in the preparation of the financial
staternents include claims loss reserves and the claims service/assessments reserve.

10
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Deposits

Cash and cash equivalents are composed of cash management accounts {CMA) and money market instruments,
and consist of the following at December 31:

2005 2004

CMA. - deposit account $ 1.217 -
CMA - mutual fund investment sweep 528,741 122,307
Money market mutual fund : 2.333.037 ‘ 4.701.909
Totals . $2.862,995 4.824,216

Depository and mutual fund sweep accounts are pooled accounts containing assets of the General Fund, Special
Funds, Workers® Compensation Fund, Unemployment Compensation Fund, Public Officials Liability Fund and
Property & Casualty Pool. The money market mutual fund is held in a separate Trust solely for the Workers’
Compensation Fund. Only the assets belonging to the Workers” Compensation Fund are included in these
financial statements.

The December 31, 2005 CMA-deposit account balance of $1,217 consists of checks deposited which are not yet
available for transfer.

Custodial Credit Risk-Fund Deposits: Custodial credit risk is the risk that in the event of a bank failure, the
Fund’s deposits in excess of the FDIC insured limit mav not be recoverable. The Fund addresses this risk by
minimizing balances in bank accounts. Checking accounts are on a zero balance basis and collected funds are
transferred from the CMA - deposit account on a daily basis either to the checking accounts to cover checks
presented for payment or to 8 money market fund outside of the bank. Funds in the CMA - deposit account are
insured by FDIC up to $100,000. Any balance in this account in excess of the $100,000 FDIC insured limit is
considered uninsured and uncollateralized and subject to custodial credit risk. The CMA-mutual fund investment
sweep and the money market mutual fund are mutual funds outside the bank, invested in short term government
securities. These funds are uninsured and uncollateralized, and subject to custodial credit risk.

Investments

At December 31, 2005, the Fund had the following investments and maturities:

<1 year I to 5 years 5 + years

Investment types: Fair Value to Maturity to Maturity  to Maturity
U.S. government obligations $ 56,721,378 11,024,492 45.696.886 -
Totals $ 56,721,378 11,024,492 45,696,886 -

I



MMA_00018210
MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. The Fund’s investment policy requires that, to the extent possible, the Fund attempts to match
investments with anticipated cash requirements. Purchases of securities are guided by the need to provide
flexibility in the portfolio to meet expected cash flows, with a prudent margin for the unexpected, for the next
five years. Further, (o obtain the highest yield available within the context of the asset allocation target levels
noted below. Marturities may extend to a maximum of five vears, based on a projected cash requirement and
available yields. Liquidity risk. as defined by the Fund’s investment policy, 15 the risk that funds may not be
available as needed, or may be available only by liquidating investments with a restiltant capital loss. The Fund's
mvestment policy requires that investment maturities be timed to meet projected cash flow requirements, with a
margin for the unexpected. The maximum maturity permitted under Board policy in 2005 was 5 years.

Credit Risk: Credit nisk is the risk that the entity in which the fund has invested may be unable ta redeem
investments when they mature. The Fund's investment policy limits investments to entities that have high ratings
by recognized rating agencies. Management monitors the ratings of entities in which it has invested and would
sell investments should a significant rating decline occur. No such issues were noted in 2005, and the Fund had
no investments in corporate stocks or bonds as of December 31, 2005.

Custodial Credit Risk-Fund Investments: For investments, custodial credit risk is the risk that, in the event of
failure of the counterparty, the Fund will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. The Fund addresses this risk by having the custodian hold
investments to the Fund’s benefit, by maintaining high quality standards for the entities in which it invests and by
monitoring the ratings of entities in which it has invested.

Concentration of Credit Risk: It is the Fund's policy to diversify its investments by security type fo mitigate
concentration risk. Asset allocation targets are, as follows: money market funds: 10%, U.S. government
securities: 85%, and corporate bonds 5%. Actual levels vary over the course of the year, and may be adjusted by
management based on changing economic conditions.

NET DEPRECIATION IN FAIR VALUE

Net depreciation in fair value during the years ended December 31, 2005 and 2004 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses.

2005 2004
Corporate bonds 5 (23,385 (109,001
U.S. Government and agency securities (1.176.098) (1.146.392)
Totals $(1,199.483) (1,255,393
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2005, are developed from an actuarially determined
loss analysis and are as follows:

Reserve based Actunanally
on known Actuarial determined
Fund Year claims reserves  Total reserves Net paid claims ultimate claims
1978-1979 - - - 719,076 719.076
1979-1980 - - - 2,532,544 2,532,544
1980-1981 - - - 3,327,467 3,327,467
1981-1982 - - - 2,957,391 2,957,391
1982-1983 . - - 3,977,589 3,977,589
1983-1984 - - - 5,077,576 5.077,576
1985 468,368 17.004. 485,372 7.081,939 7.567.311
1986 140,456 33,973 174,429 7,098,018 7,272,447
1987 649,962 24 649,986 8.628.255 9,278,241
988 43,568 10,538 54,106 7,937,847 7,991,953
1989 64,458 15,591 80,049 9,511,966 9,592,015
1990 116,678 28 221 144,899 8,565,316 8,710,215
1991 45,585 100.200° 145,785 7,922,392 8,068,177
1992 77,271 101,676 178,947 8,849,560 9.028,507
1993 T57.427 150,141, 907.568 8,672,322 9,579,890
1994 112,475 106,398 218,873 5,878,516 6.097,389
1995 186,939 46,372 233,311 4,008,753 4,242,064
1996 168,930 135,296 304,226 4,883,699 5,187,923
1997 39,377 208,652 248,029 4,262,533 4,510,562
1998 242,452 171,581 414,033 4,201,820 4,615,853
1999 1,161,025 188,431 1,349,456 5511315 6,860,771
2000 659,066 336,745 995,811 5479412 6,475,223
2001 1411187 222,319 1,633,506 5.582,117 7,215,623
2002 2,173.971 209,320 2,383,291 6,638,109 9,021,400
2003 2.588,299 842,132 3,430,431 5,882,098 9,312,529
2004 2,758,804 2,249,781 3,008,585 5,113.000 10,121,583
2005 3,322,595 4,270,668 7,593,263 2,799,134 10,392,397

Totals $ 17,188,893 9,445,063 26,633,956 153,099,764 179,733,720

13
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Exhibit A include an offset recommended by the independent actuary
for loss reserve discounting. This offset provides for discounting the claims loss reserves by 5.0% based on the
pavout patterns recorded over the Fund’s history. This reserve anficipates the accrual of conservatively projected
investment income over the life of each fund. This adjustment conforms with the funding requirements of the:
State of Maine Burean of Insurance.

Each fund has entered into specific reinsurance contracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for each year, except 1991-1993 and 2004-
2005, in which there was no coverage. The limits for the specific reinsurance for individual claims are as
follows:

Specific Reinsurance

Fund vear Attachment
Maritime/
Regular USL&H
1976-1979 to 1983-1984 $ 250,000 -
1985 to 1990 350.000 -
1991 1o 1997 400,000 -
1998 to 2000 350,000 400.000
2001 to 2002 400,000 400,000
2003 500,000 300,000
2004 to 2005 1,000,000 -
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The aggregate reinsurance limils are listed below along with the (otal amounts recoverable from both the specific
and aggregate reinsurance policies based on the actuarially determined ultimate losses are as folows:

Actuarially Ultimate Ultimate Ultimate Ultimate
determined specific losses, net Aggregate aggregate TOTAL
ultimate reinsurance of specific reinsurance reinsurance  reinsurance
Fund Year losses recoverable recovery -attachrpent recoverable  recoverable
1978-1979 719,076 - 719,076 1,000,000 - -
1979-1980 2,532,544 128,876 2,403,668 1,647,658 736,010 884,886
j980-1981 3,327,467 380.643 2,946,824 1.896,317 1,050,507 1,431,150
1981-1982 2.957.391 62,621 2.894.770 2,756.246 138,524 201,145
1982-1983 3,977,589 433,045 3,544 544 2,987,150 557,354 990,399
1983-1984 5,077.576 273943 4,803,633 3,379,864 1,423,769 1,697,712
1985 7.567.311 697.070 6,870,241 3,913,707 2,956,534 3,653,604
1986 7.272.447 - 7.272.447 4,923,803 2,348,044 2,348,644
1987 9.278.241 728.881 8.549.360 9,280,199 - 728,881
1988 7.991,953 149,907 7,842,046 11,524 021 - 149.907
1989 9,592,015 = 9,592,015 12,871,277 - -
1990 8.710.215 43416 8,664,799 14,547.254 45,416
1991 8.068.177 - 8,068,177 - - -
1992 9.028.507 145,143 8.883.364 - - 145,143
1993 9,579,890 521,833 8,758,057 - - 821,833
1994, 6,097,389 - 6.097,389 13,858,008 - -
1995 4,242 064 - 4,242 064 13,406,985 - -
1996 5,187,925 - 5,187,925 11,636,779 - -
1997 4,510,562 90,641 4,419,921 12,000,000 - 90,641
1998 4,615,853 - 4,615.853 7,894,675 - -
1999 6,860,771 430,372 6,430,399 8.595.625 - 430,372
2000 6,475,223 - 6.475,223 9,733,330 - -
2001 7,215,623 133.550 7,082,073 10,711,745 133,550
2002 0,021,400 - 9,021,400 11,326,907 - -
2003 9,312,529 293,178 9,019,35] 12,156,437 - 293,178
2004 10,121,585 - 10,121,585 - - -
2005 10,392,397 - 10,392,357 - -
Totals 179,733,720 4,815,119 174,918,601 182,051,031 9,231,342 14,046,461
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AM. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The
2005 A. M. Best rating for each company is also listed.

Fund | year
1978-79 to 1979-80
1980-81 to 1981-82
1982-83 to 1983-84
1978-79 to 1983-84
1981-82 1o 1983-84
1985 to 1990
1985 1o 1986

1991
1992 to 1993

1994 to 1995
1996 to 2004

2005

Reinsurance carrier
International Insurance Co. (ISLIC)
United States Fire Insurance Co.
General Accident Ins. Co. of Amer.
Employers Reinsurance Corp.

Northwestern National Insurance Co.
Geperal Reinsurance Corp.
Royal Insurance Company

General Remsurance Corp.
Odyssey America Reinsurance Corp
(formerly TIG Reinsurance Company)
Travelers
(formerly Aetna Casualty & Surety)
Safety National Casualty Corp,

Safety National Casualty Corp.

Type of A. M. Best
coverage rating
Specific {not rated)
Specific A- (Excellent)
Specific A (Excellent)
Specific and

Aggregate A (Excellent)
Excess

Aggregate {not rated)
Specific and

Aggregate A4+ (Superior)
Excess

Specific B (Fair)
Specific A+ (Superior)
Specific A (Excellent)

Specific and
Aggregale

Specific and

Aggregate
Specific

A+ (Superior)

A (Excellent)
A {(Excellent)

Fin size
{not mt:l)
X
XV
XV

(not rated)

XV

'UNPAID CLAIMS LIABILITIES |

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents changes
in these aggregate liabilities as of December 31[:

2005 2004
Claims loss and claims service reserves at beginning of year $ 24,437,804 20,226,726
Incurred claims and claims service reserve expenses:
Provision for insured events of the current year 10,644,374 11,268,441
Increases in provision for insured events of prior years {1.848.523) 1.,675.614
Total insured claims and claims sefvice
reserve expenses 8,795,851 12.944.035
Payments: _
Claims attributable to insured events of the current year 2,810,538 2.932.275
Claims atiributable to insured events of prior vears 5910919 5,800,702
Total payments ‘ 8.721.457 8.732.877
s service reserves at end of year $24512.198 24.437.804

T
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EXPENSES

Reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the initial fiscal
year of each Fund for all of the services expected to arise out of that Fund. Changes in these expenses are treated
as current iNCOme Of exXpense.

INTERFUND TRANSFERS

In order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Transfers affected during 2005 are shown within Schedule 2. The net of all transfers made:
between Workers' Compensation Funds since inception is reflected in Schedule 3.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated into four components.

Amounts invested in capital assets, net of debt and depreciation represents the Fund’s equity in claims and
underwriting software held jointly with the MMA Property and Casualty Fund. As of December 31, 2005 and
2004, invested in capital assets, net of related debt and depreciation totaled $318,173 and $371,332, respectively.

The amount restricted for statutory funding is calculated by an independent actuary to a 75% confidence level
‘based on the loss development variations experienced-by the Maine Municipal Association's Workers'
Compensation Fund over its history. The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessments reserve will be adeguate to that confidence level to cover variations in the claims loss
reserve development. This adjustment also conforms with the funding requirements of the State of Maine Bureau
of Insurance. As of December 31, 2005 and 2004, the reserve for statutory funding totaled $1,378,297 and
$1,382.759, respectively.

The Board designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has caiculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2005 and 2004, the-
Board designated reserve totaled $2,108,815 and $2,101,843, respectively.

The contingency reserve represents accumulated funding in excess of the amounts invested in capital assets, the
statutory requirements and the board designated reserves. The Workers' Compensation Fund Trustees have
established this reserve to be held for the future financial stability of the Fund. As of December 31, 2005 and
2004, the contingency reserve totaled $32,159,103 and $29.645 431, respectively.

CONTINGENT LIABILITY

The Fund purchases certain anituity contracts from third-parties to settle claims liabilities. These liabilities have
been removed from the statements of net assets. The annuities have been purchased from highly rated insurance
companies and management believes that the hkelihood that the Fund will be required to make future pavments
on the claims is remote. The aggregate original purchase amount of such annuities at December 31, 2005 totaled
$8,101,992,
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TERMINATED MEMBER’S RESERVE

Section I1IE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for thewr
Section I1IE.3 of Rule 250 requires that | ho have left a group self p! liable for th
proportionate share of the incremental difference between funding at the 90" confidence level and the 95"
confidence level. The Rule further states that the group must increase its security by such sums,

At December 31, 2005, the Fund maintained security for all fund years at or above the 95 confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 95" confidence level and no
additional security is required.
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Statement of Net Assets by Fund Year
Drecember 31, 2005

Schiedule 1

1978-79
Fangd Year

1979-80
Fund Year

1980-81
Fund Yenr

1981-82
Funil Yenr

1982-81
Fund Year

198384
Fund Year

1985
Furid Yesr

1986

Fund Yeur

1987
Fund Year

1988

Frl Year

19589
Fund Year

1990
Fund Year

1893,
Fund Year

1992
Fund Year

1993
Fund Year

ASSETS
Cash and cosh equivilents 13 12 11384 1,210 1,170 1.146 1LIT3 8,109 5,740 7080 10 468 19,445 14,080 28,013 32,921 40,000
fvestinents: B i
Corporgre bonds - - - = . = - - . . < s s
LES. Government securities 23,608 23464 23,965 13,355 23,702 13,245 161640 i+3.721 158,223 07382 385,240 296067 554,990 52,232 TILATY
Total investments 23.608 23404 X063 22,702 PENEN] 16D 646 113724 158,223 207,382 ARS 241 206,967 554,001 £52:212 792,479
Accoutits receivahle . . 2 : : ; : R = i . . : F i
Accrued interest recel yable a9 249 283 tE1Y 241} 245 1,697 j.anz 1671 2,191 4,069 3,138 5,863 6,800 8472
Prepaid expenses ~ . = " = . o 0 _
Capital ssels )
Computer system - 4 - A - - . M . s > &
Accunmulated depreciation - o
- Net capital asseis & i . 5 - i : E B
Total nssels % 25,049 24,897 28 428 24,180 24,88 24,663 170452 120,663 167 880 220,041 408.755 15,004 Z88.860 692,043 B4y, 851
LIABILITIES
Liabitities:
Accoints payuble - . - = - i ~ 3 " " " . .
Claims loss reserves:
i latms reserve » o + - - H85.372 174,429 649,986 34K 80049 144 599 145,785 178,947 G07.568
Reinsurance recoveipble - - - €100y (492 RE3I {17v.676) (659, 066) . - B - (6203495
Supplemenal benelig fund recoverable - N - = . A N s s - a ”
.- _Logs reserve discounting - - - - - £i) R 15376) {1,586} (1,595) (1,958 (3,143}
i Met clatms lnss pesarves - - (1.0 - (7.5111 (5,247} (90817 53514 B THRE] 143313 144,190 176,989 284,076
laims servie SEHIES reserve - 03 : 52.94) 22,891 61505 . 6909 10,633 21,817 18,751 33,882 99,103
lains Joss reterves = - (07T 43430 17,644 52,424 G423 #8006 103,130 162,941 7RT7 383,170
Total labilities -~ - - (977} - 45,43 17,6444 52424 G423 89,806 165,1M) 162941 207 871 83,179
NET ASSETS
Invested in capital asseats, net of debt . ’ - .
Restrivted for statitery funding - - . % 3T 5.840 11603 10.516 12,765 14,502
Unresiricted
Bonrd designaled - - - . . - 11 §.370 7607 )32 14138 17,497 20220
Lonfingency 254y 24807 24,780 25,065 24.663 125,010 IR0 L5433 150,468 54172 123,459 4,27} 433310
Tutal net nssols 5 25,049 24,897 25428 24,780 25068 24,663 125,922 103,019 115,456 159,618 118,949 149,064 425925 484,172 457,672
19
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Statement of Revenues, Expenses, and Changes in Nel Assets by Fund Yeor
For the peried ended Decemhber 21, 2005

Schedule 2

1978-79

1979-80

1950-81

T9R1-82

1982-83 1983-84 1985 1986 1987 1988 1989 1990 1991 1992 1993
Fund Year  Fund Year  Foud Yenr  Fund Yeuwr  Fuod Year  Fund Year  Fund Year  Fund Yesr  Fund Yesr  Fund Yeor . Fund Year  Fund Year  Fusd Yese  Fund Year  Fond Year
[tevenue:
Seandard promium 5 - - A " i . . g = 3 "
Premiunt dlscount - - - “ . = - % -
Loss coutrol gredit - - - - - - = = - = = r
_Medical deducuble credit - - - " . k - " -
Net contributions - . - - - = = : = . - = F =
Investient income 475 412 44 465 247 A6 2R07 2098 2337 1941 F.900 6,138 10,647 11,442 16,312
Tomwml revenue 475 472 4R4 46% 147 460 2,307 2008 2337 1941 T 6,13¢ 10,647 13442 16,312
Expenses.
Allaims paul - - - . 170 2921 17,568 31,055 351 17,750 12,182 6,902 01808 107,661
Clnims reserve-current yoar adjustment - - - - 200,541 15,733 H6 410 {544 (58,689 §7,942 {122.464) {131,383 {13007
" Subrogation recovery - - - - - (2.508) . = o 3 {1,349 -
Dedugtible recivery i = a 5 5 a = s = B
Uittimate claims loss - 1,070 227,149 33,604 477 AbS (193) (40,930) 120,124 (115,562) (30,9248} 04,654
Reinsurance recovered - - - - - (30797 {2,651} (50,637 - - - - .
Reinsyance recoverable sdjostment w ¥ (L0700 (106,352) {1 2.90H) (427.9535) - . - - (153.284)
Supglemental benefits Ood recoversble - - 5 - - - - . - - v
Ned ultinute clalis loss - - - = - RS (193) 140,930 120,124 (115,562 (30,924 (58,6300
- Loss discounting - - - - - = a 13 6 42 (081 IRET] 1438 6,702
Net claims expense - - - - (1100} (187} 140,247) HHERE] (1142215 (29.486) (51,928) .
_ Reinsurange premium - - B = . - ¢ 2 5 - - i
" Professional aervice fees - - - N - : - & P 1 . -
Adniinistrative service - - - - e e E 2 : P R - .
- Regulatory assessments and Jees - - - = - . g . = v - -
" Claims svc/nssessment reserve - - - LE 14,532 (157 36,180 (33601 (13,2091 2 RT6 6778 (12.374) (4871}
- Salety and scholacship grans - - - z 3 L B < ¥ - "
“Traiiing expenss - - - N - - - . . . . . R
CDepresistion expense - - - B - . . _ . -
Muintenance conteacts - - - " 3 ‘ N . - - R - -
Divulends paid - . - . . . . > 7 . , : .
-_Tutal expenses = & M = 93 4,552 {i57) 35, TRO {73 {53,506) 122,037 {13,900 (41,860} {36,791)
Change 0 el assets before
transfers 475 472 424 468 254 Afn {11,725 2A3S 133.443) 4,644 61,406 (F15.808) 141,64} 55302 73,11
Interfund transfers: .
To 203 fund (1.356] (1:715) (460} (2,000) (04,7613 - - { 108 580 (122,788) £11,649) (81.208) {2600,556) (37330
Mot change b net agsets (881 (1.243) 58 (1.538) (64 507) (1,725 2455 (142,325} (118, [44) 0717 1197,103) (205.234) (244,220
Mot assers, beginning 25,930 26,140 25,370 6318 §9.572 26,458 126,747 106,564 357,719 377762 269,232 4067 SR9.643 GR0.426 101 492 g
Net nssets, epling : 25,149 24,897 25428 24,78 25,065 24 663 125m22 103,019 115450 I50618 318,949 149,964 425,925 A, 172 457,672 g
I
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MAINE MURICIPAL ASSOUCIATION
WORKERS' COMPENSATION FUND
Cumulative Staterment of Revenues and Bxpenses

Yar the period Novesiber 1, 1978 through Decewber 31, 2005

Schedule 3

1978-79

1979-80 1980-81 1981-82 1982.83 1983-84 1985 1986 1987 1988 1989 1990 1991 1992
Fund Yeur  Fund Year  Fund Year  Fund Yesr  Fund Year  Fundd Year:  Fund Yenr  Fupd Year  Fond Year  Pund Year  Fund Year  Pund Year  Uund Year  Fund Yese
Hevenue:
Standard premin ROB.RIO 2,198,194 1,906,927 4,240,842 4,595 671 5,632,983 021,088 6,838 611 4,513,890 I 1,896 916 13,324,125 14,920,200 P, 176,010 13,376,101
Peemium discouin - g (2590,693) {424,084) (459,3G7) (796,892) (RI2654) (980,663)  (1,236,3085) (1,206,358} (1,027,854 (1. 237.948) (1A2B079) (1,276,658}
Lose continl eredil - = = & - 4 : y = . - N i ']
Medicai deductible credit - - - . - = = E . = = = .
Net contiibutions HOH 836 2,198,194 2,616,234 3,816,758 4,136,104 4 835 691 5,168,434 5,857 9452 7,277 505 10,680,388 [2,2%0.271 13,682,312 14, T47.941 (2,053,443
Inyestment incuime 127618 810,146 G4 168 LAT0. 768 1,475,739 1,257 658 1027812 1,253,954 2 864,207 3970716 3800232 3,695,158 4,114,694 3408754
Miscellaneous revene 2 33 24 122 (125) 91 2180 272 11,737 3,703 2861 . 2981 2,048 3938
‘Total revenue 1,236,464 1,008,375 1,259,636 5 287,646 5611718 6,004,137 6,198,426 7014278 (055449 14655017 16099364 173806355 IB8el,683 15,500,135
Expehaes
Clsima paid 'r'.l').,I.RG 2,332 544 3,357,987 1988697 1,993 5% 3031404 7,081,820 7,272,351 B7IT.618 /0239 G.755.349 S.618.G20 7,987 988 8 186,732
Climms reserve - - - - . - 4853712 174,429 642 986 54,106 &0.04% . 144 899 143,785 178947
Subrogation recovery (a1u) - (30,520) {11,306) (15,945} (53,828) (9% BBI) (174,313) (89,3621 (8S,944) (243,383) (52,7T04) (85.590) (17,172)
Deduectible recovery - . = p - = P = 2 z 3 - L =
Ulthnate clnims foss 719,076 2,532,544 327467 24957391 3,977,589 5.077.57h 7567311 7,272,447 9378, 241 7,09],9523 9,592,015 BT10.215 8,068,177 9,028,507
Reinsirnes rocovered - (884,886)  (1431150) (2001,145) 989329 (LA9RTIZY (31607215 (2,168.968) (69815} (149,907 . {45416} - {145,143y
Remsurunce recoverable adjustiment - - - 1 (1,070) - (492,883) t179.676) {639,066) = . ar . .
Supplemental benefits fomd recoverable - . s - % 3 - = x E , . 5 =
Net ulitmate claims loss 719076 1,647,658 1,826,317 2,756,247 2,987,190 3,379 864 3913707 4923 8035 £.519,360) 7842046 2502018 B664,799 2.0068,177 R.883,364
Loss discountivg “ - - . + . . - () (592) (8746) (1,586) {1,595) {1,938)
Net clauns expense F19.076 1,647,658 1,896,317 2,750,247 2987190 3,379,864 393,707 4,923,803 B.549.359 7841454 9,591,139 8,663,213 8,066,582 8881406
Resnsurance premium 137,237 312,790 419,524 478,576 363,680 411,812 520415 694,461 1,178,993 1,184,557 1,768,008 1,884,136 1,000,000 1,258 394
Claims service fee paid 82,296 176,497 236470 317459 386,512 413,213 351,488 404,309 441635 327,982 393,927 492,491 574,544 612,319
Loss contral service - - . - - . - . - 160,000 159,500 203,002 233817 254,729
Administrative sorvice 13627 49,349 55,671 754,892 A9R 727 499,343 H60, 008 441,600 SOOI 575,000 687,000 F62,100 803,500 §57,569
Regulatory sssessments o fees ' - - - 6,123 232 662 4 R 24,918 4319 85,038 121,554 13,707 164,667
Cladims service/aasess regerve - - - - 23 - S, 21,891 1,508 6,909 10,633 2LR17 18,751 30,842
Sality and scholarship grants - - b . - . o . 2 3 > P y
Temning expenase - - 5 : - - . . o - -
Depreciation expense - - - ‘ . . = . a - - .
Maintenanes confracts - - - - - B - - - - - - -
Dividend cefind 106, 990 73,229 3 5 4 . . = : - = z 76,146 300,000
Interest refund 184,632 391,990 537,188 T93.891 308,732 243,518 . - - - . - - .
Interesl expense - . - 4 - b - 07 030 145,260 81,904 -~ - =
Total expenses 1,247 B6S 2451513 3,145,170 4617, 188 4,643,166 5008421 £ 498951 6,494,625 11, 74R. 440 10,405 481 123,777,949 12148313 10,787 (47 12,558 950
Chinoge in et ussets bafore
transfers (21 404}y 156,862 [l 466 670 438 966,557 L85 8ldx &994T73 112,653 {1,594 591) 4,249,536 3,321,415 5232338 BNTA630 2,947,14%
Interfund tmnsfers 46,4350 (131.965) (B9.038) (645.678) {94 LART) (1061153} (374,451 (516,634) 1,710,447 {4,080 Y18} (3,002.466) {3,082.374) (G471 (2,-1[12.‘}?2
From MMA General Fund - - - A . - - “ - g
Net assets, enillng 15,049 24,897 15428 24,780 15,065 24,66 125,022 103,019 115,456 159,618 318,949 149,964 425,925 4&l.li>
o
o
o
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MAINE MUNICTPAL ASSOCIATION
WORKERS' COMPESNSATION FUND

Seledule 3, Coni.

(8 ive Statoment of Rey ond Expennes, Contimved
199 1994 1995 1996 1997 1995 1999 2000 203 1002 003 2004 W5 T W S8 WO Trabing
Fund Year  Fund Yenr  Foml Year  Fumd Year  Fond ¥ear  Fand Yess  Fund Year  Tood Yenr  Fund Year  Food Yesr  Viond Yesr  Fumil Year Tl Yenr Fuad Year Fuad Fuod Totals
levening,
Stamucdu d premmiivm PLBOR 127 16 A20.659 V3,700, 465 B 2L TAGU5EY 6,724,768 6,303,900 LAIR00Y RIBLIN 10,706,844 131,489,261 L5285, 637 10,181,246 - . 25800337}
Prosiuim disc gt (L5 (1426427 (1,425,500) (79%.572) {679.764) (330,730) {831,782) 1596,60%) (703,678) (RO5300)  {1,183988) (1, 398070) . (1.509,83%) . B {24.317.045)
Liss coutrol eradit - o a (361,288) (lEuge7y  (18d,472) d06A3T)  [220,384) (333,223) (318.432) {407,161) (162,445} {18),08%) 3 . (2.551,134)
Nedigal ducdnctible cuedt S " 2 : . {6,887} (6,230} (6,125) 19,382) (8,848) 19,061} (11,225} {1,610) (08,908}
Het couhbutians IL256580 14994202 1200865 8,049,704 6,627,188 6,001,471 5839, 517 6,404,178 2,735,006 9534764 11B9S05: 1D SITRRE 14217716 5 . 230,670,235
investment income B aMER 2Mx0n1 LT 1,510,971 ER RN TR 1439357 bR ST 1047424 862,116 381,78 261,003 198,467 3%, S3GRT 342
Muscelianeony revenus RA05 __(mn) 814 B S £ . - - B . e - - : AL4R0
Totl revemue 1GASEIT0  FPMAZ468 15474260 15360674 UATILAGL  EAVEEEZ  T2MEM 792735 RIR2AM 10396390 12276,837 13, FI9RL i4406,143 i, - 284,399,357
Eapennes
Claittes paidd | 4,708391 3,032,500 400003 5,128,060 #438,627 4,321,932 5,661,152 5,766,146 5059455 6,840,001 3,943 908 5143377 2810518 - - . 155.629024
Ulpirns resesve 907,568 PALR.¥2 1 23,311 04,226 248,829 414,034 1,349,456 995,811 1,473 506 2,363,290 1430400 50K, 58% 593,261 B - - 26,633 956
Subogasion 1ooovery [29,069) (53,987 {104 650) 226,673) (i3 971) {06,611} (139,159 {276,774) {66,279) (1915470 {33.783) [22,976) (5.079) H a (2A22,768)
Deductibbs recovery - . - . {1.708) £12,125) [RERUTY! (10,608) (9,960 {11,059 (8,780) (9.027) {1 {6,325) - (106,457)
Ut clums joss 9ITHES0 BT 160 A,402 6 5067928 4570562 615854 6,860,771 64752223 F.215,623 B.021,399 9259 10121588 10392397 . - 179,733,720
Ronmuranon cocuvwed {201 484) . - - floo2d) - . - . g (L, 153,708
Reimsuranve rocsvernble adjasioent (620,34%) - - [¢UACTD] {430,348y {113350) @93,17%) ¥ & - {2,850,760)
__ Supplemental benefit fund tecoversble - : - - : - . = : - - : x x 2
Mt witinte clang ke 8IS 6,097 189 4,247 064 ENL AT A 418921 4615854 430,199 6,475,322 TON2, 073 021,399, 2019351 10,138 585 1,392,797 - - - 163 687,260
Loy discounting {3,141} 4,751} (9,979) 2237 (20,613) {42,402) (108 445} (128,498)  (205,.245) (329.206) (413.235) (0312.360) {004, 182) - - . 12,828,136)
Mok claims expensy 8754914 4 092,638 4,232,085 5,168 684 4399 3R 4573452 6331914 6,346,125 0070828 #0492, 101 8,606,116 9,489,225 OARS 1IN - = 162859 124
Reitemrance prenmm 1,396,197 1,377,769 1,326,533 940,462 842,497 508,299 474434 615,289 ATII60 £97000 (TR TE] 510,909 537,041 M b EANY o)
Clairos service feo paud B41.430 739,040 TIRITY LA KN 14,050 15,500 18.000 . . - R & - T.530,44%
Eoss control service 176,029 271,628 4916 22371 11,257 26,224 28,577 58,855 50,676 47,722 104,365 974! 190,261 . - 2,455,627
Adnunigimiive sivice 919,325 GRO.S73 1,614,200 1 ROT,680 1R824 1.911,198 LB78Y0Y - 1867,010 1,930,412 2,286,457 2AT310R 294,99 AN, 286 . . - 12,029,674
Repuluhwy sssessmronts mid oo 234,986 257,138 291,756 253,870 177,267 205,266 194,198 197,300 1876 234,330 496,440 430579 A6, 142 - - 4,250,
Clabins seevicaiaymess reseive 94,103 78,134 34,133 38010 §3,134 52372 167,544 1,167 196,235 293,792 A4Z13R THT AR 1,044,855 - . 3,597,140
Satety and scholaship grns - E = . 3 - . - s - - 4 - - #1314 - £23.343
Trmining xpeise g : . ;. . : . » - - - - 5,424 58424
Depiaciating expemss - - 19169 A4, 50% 51,995 45 9%R 41,315 9 G52 06le At 56,306 154,841 99,173 - - - ddo, 111
Mititetice contraots B : - 1431 3,850 3,245 5,198 7444 1R 403 21,041 8960 . 10,949 110,001 . - 28,691
Dividend refimd 150,600 1.290 G0 2,242,004 L6316 135,455 341,571 162,866 368,131 185,393 WEITY 19 A9 498,927 . B - F471.0672
Testeeeat refuned ’ 4 = 5 = = a : - 3 ’ z ’ . . 2 2.863,905
ttwrent xpense < 5 . - - - v - = . . - FRER L]
Tolal axpenisen 1ZATT84 10,006,504 10489273 9,596,111 TRTLATH 7083100 9499,513 pA010s 10357239 126IRB6E 321506  1ABOTHGd 14,783,778 - 23,341 SEAZA  20MBA8.613
Change in el asseta befors
travafiis 4014386 6,91%544 R RT 1564 56 L5753 RISTI8 2A0659F  (,010L180)  (LSTORUS)  (222247H) (998,224)  (LUISEEDY (367,565 i (R4 {58.424) 15,349,944
Intenfiund trans s (3,336,710} (6468,113) (4491361} 2069423 4212416 5,209,016 AJRGO0G 3667857 1,868,122 3,443,939 3 486,004 1,167,873 5O07058 911 B0 144,00
Frons MMA General Fuad - - - Al4444 - - - - - ALEAM
¥ymd lsalmmces, ending 457,672 470,331 491,620 4,633,984 S 870,039 f,44%, 183 2,245,841 1,656 487 2,283911 1221461 2577118 2,138,550 3,329,463 1) ilede A1,57h 35,904,088
o
o
o
-—
0
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Schedule 4
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2005
The analysis gives a summary of the income and expenses by [und year, along with comparative
ddia on paid claims and incurred claims since inception of the Fund Year.
1996 1997 1998
Required contribution and investment income:
Earned 3 11,560,674 9.471,401 8,495,882
Ceded _ 949,462 542 497 308,299
Net-earned ; _ ] 10,611,212 8,628,904 7.990,583
Unallocated expenses 3477963 2631673 2,601,355
Estimated incurred claims and expense, end of policy year:
Incurred 6,741,278 6,930,818 6,180,377
Net incurred ) 6,741,278 6,930,818 6,180,377
Paid claims (cumulative) as of:.
End of policy year 1,213,296 1,522,480 1,499 370
One yearlater 2,570,075 2,480,061 2,616,541
Twao years later 3.406.083 2,985,677 3,243 287
Three years. later 4,117,304 3,482,115 3,626,890
Four years later 4.420.349 3,620,624 4,013,225
Five years later 4,552,204 4,013,950 4,097 062
Six years later 4934472 4,105,047 4,193,849
Seven years later 4.98].331 4,198,025 4,321,952
Eight years later 5,090,809 4,438.627 -
Nine years later 5,128,080 - -
Ten vears later - -
Reestimated ceded claims and expense - {6,200) £170,000)

Reestimated incurred claims and expense as of:

End of policy year 6,741,278 6,930,818 6,180,377
One year later 5,662,187 5.299.270 4,915.253
Two years later 5,619.419 4,798,649 5,075,135,
Three veurs later 5,866,346 4 638,547 4.741.715
Four vears later 5,422,108 4,342,153 5.284.020
Five years later 5,280,704 4,535,104 5,095,260
Six years later 5,328,352 4,442,699 4,690,726
Seven vears ldter 5,305,259 4,501,660 4,615,852
Eight years late 5,213,968 4.510.562

Nine vears later 5,187,925 - -

Ten years later _ =

Decrease in estimated incurred claims and expense
from end of policy year $ (1,553,353) (2,420,256}  {1,564,524)

2
L
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Schedule 4, Cont.

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information, Continued

1999 2000 2001 2002 2003 2004 2003

b 7.258.874 1,592,725 8,782,434 10,392,390 12,276,836 13,778,981 14,416,183
474,434 615,289 472.360 597,909 648343 310,909 537.943
6,784,440 6,977 436 8,310.074 0,794,481 11,628,493 13.268.072  13,878.240

2.703.184 2,641.89] 3,008,051 3,328,857 3,980.603 4 807730 4,786,931
5,507,742 6,179,602 7,390 466 8,053,929 8,688,209 9007 417 Q488,115
5,507.742 6.1 79.’602 7.390.466 8,053,929 8.,688.209 0991 417 9488115
1,685,234 1,873,700 2218838 2,445 502 2 466 468 2932275 2932275
2.047 430 3,731.296 4.033,996 4,566,870 4,680,401 - -
4,006,873 4,697,542 4,692,702 6115453 -
4.677 433 5.215.231 5,318,881 < R . -
4,970,990 5.612,268 - - - -
5,312,359 = - - - - -
(411,700) - : - . -
8.5(17,742 6,174.602 7.390 466 8.053.92¢9 8.668,20)0 10,888,106 10,392,397
5.616,297 6.862,389 7.809.051 3.148.115 8,900,125 10,121,585 -
5,900,271 6,950,313 7.030,606 9,452,075 §9.321.,520 - -
6219413 6.450.286 6.995.596 9.021.400 - - -
6,361,530 0,752,783 7215623 - - - -
6.812.567 6,475,223 - - - -
6.860.771 e - - -

1,353,029 295,621 (174,843) 967,471 63

2

Tad
L

0 (766,521)

]

-
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Independent. Auditor’s Report

The Board of Trustees
Maine Municipal Association
Workers™ Compensation Fund

We have audited the accompanying statements of net assets of Maine Municipal Association Workers’
Compensation Fund as of December 31, 2006 and 2005, and the related statements of révenue and
expenses, changes in-net assets, and cash flows for the vears then ended. These financial statements are
the responsibility of the Fund's management. Our responsibility is to express an.opinion on these
financial statements based on oor audits,

We conducted our audits in accordance with U.S. generally accepted auditing standards, Those
standards require that we plan and perform the audit 1o obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a {est basis,
evidence supporting the amounts and disclosures in the financial statements. An zudit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial stalement presentation. We believe that our audits provide a reasonable
hasis for our opinions.

[n our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Maine Municipal Association Workers” Compensation Fund as of December 31,
2006 and 2005 and the results of its operations, changes in its net assets and its cash flows for the years
then ended in conformity with 11.S. generally accepted accounting principles.

The management discussion and analysis, as listed in-the table of contents, is not a required part of the
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of”
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Gur audits were conducted for the purpose of forming opinions on the basie financial statements taken as
awhole. The additional information presented in schedules ] through 4 is presented for purposes of
additional analysis and 15 not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in our audits of the basic financial statements and, in our

opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole.

/4/7 477 /éc/,éuh Jm

April 4, 2007
South Portland. Maine
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis
Year ended 2006

This section of the Maine Municipal Association Workers” Compensation Fund (the Fund) annual financial
report sets forth a narrative overview of its financial activities for the vear ended December 31, 2006. Pledse
read it in conjunction with the Fund's financial statements and accompanying notes.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January 1 through December 31. The annual financial report consists of four parts:

e Management Discussion and Analysis

o Basic Financial Statements

= Notes to Financial S{atements
Supplementary Information (Schedules)

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Basic Financial Statements incinde: Statements of Net Assets; Statements of Revenue and Expenses;
Statements of Changes in Net Assets: and Statements of Cash Flows.

These statements present the Fund’s status at December 31,2006 and financial developments during fiscal year
2006 for all fund years combined.

Notes to Financial Statements provide explanations of the accounting principles followed and of key items in
the statements,

Supplemental Schedules include analyses of Fund assets and revenues and expenses by fund year, and a history
of claims development for the past ten years.

FINANCIAL HIGHLIGHTS

For all fund years combined, developments in calendar year 2006 included:

e Net assets at December 31, 2006 were $38,188,272, an increase of 5.8% versus the prior year.
s  (ash and investments totaled $63,167,543. an increase of 5.7%.

¢ Revenues in 2006 totaled $18,030.317. an increase of 12.0%.

»  [xpenses in 2006 totaled $15.806,433, an increase of 15.2%,
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MAINE MUNICIPAL ASSOCIATION WORKERS®' COMPENSATION FUND

Management Discassion and Analysis, Continued

FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assels:

ASSETS
Current Assets
Capital Assets
Total Assets
LIABILITIES

Net Reserves - Claims, Service & Assessments

Other Liabilities
Total Liabilities
NET ASSETS
Statutory Reserves
Board Designated Reserves
Net Investment in Capital Assets
Contingency Reserve

Total Net Assets

The following table summarizes the Statements of Revenue and Expenses during calendar years 2006 and 2005

for all fund years combined.

REVENUES
Member Contributions
Investment and Other Revenues
Total Revenues
EXPENSES
Net Claims Expense:
Reinsurance Premium’
Safety Scholarship and Grants
Other Expenses '

Total Expenses

CHANGE IN NET ASSETS

12/31/66 12/31/05
63,859,810 60,213,880
233,419 318,173
64,093,229 60,532,053
28,854,105 24,512,198
50,852 55,467
28,904,957 24,567,665
1,647,527 1,378,297
2,316,820 2,108,815
233419 318.173
33,990,506 32,159,103
38,188,272 35,964,388

12/31/06 12/31/05
15,218,607 14,677,224
2811710 1.189,620
18,030,317 15,866,844
10,586,636 8,743,225
584,974 559,334
202.992 205,406
4,431,831 3,895,858
15,806,433 3,403,823
2,223,884 2,463,021
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Apalysis, Continued

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2006

The following table compares ultimate results for the 2006 fund year as projected at December 31, 2006 with the
original budget.. Investment incoine and net claims expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS
REVENUES
Member Contributions 14,843,593 14,925 248
Investment and Other Revenues 1.670,855 1,428,948
Total Revenues 16,514,448 16,354.196
EXPENSES
Net Claims Expense @95% Confidence Level 13,912,871 11,735,421
Reinsurance Premium 572,622 584,974
Pravision for Member Dividends 500.000 500.000
Other Expenses 1,650,228 4,877,101
Total Expenses 19.635.721 17.697.496
TRANSFER TO (FROM) CONTINGENCY RESERVE (3,121,273) {1,343,300)

The major projected variances in the 2006 fund year were the decrease in investment and other revenues (14.5%);
decrease in net claims expense (24.5%). Net claims expense at the 95% confidence level includes cla\lmp
payments, reserves on open claims, actuarial estimates of claims development in the future (IBNR), a statutorily
required reserve to fund claims to the 75% confidence level, and an additional reserve recommended by the
actuary to fund claims to the 95% confidence level in accordance with Fund policy.

In the preceding table, Investment Income includes the actuary’s projection of futiire earnings, which
are shown as an offset to claims expense (loss fund discount) in the financial stafements. The
provision for member dividends is included in the projection, aithough it will not be reflected in the
financial statements until the dividend has been formally declared by the Board of Trustees. This
presentation is used herein to conform to the Workers® C, fmtpemat.r{m Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2006

At December 31, 2006, the Fund’s net assets totaled $38,188,272, an increase of $2,223.884 (5.8%) versus the

pr 1or year.
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MAINE MUNICIPAL ASSOCTATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2006 the Fund had capital assets of $495,936. net of accumulated depreciation of $262,517, for
anet capital asset balance of $233.419. These assets are the Fund’s investment in a claims and underwriting
system jointly owned with the MMA Property & Casualty Pool, less accumulated depreciation. The Fund had ne
fong-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND'S FINANCIAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies that are expected to significantly impact on
the Fund’s financial position in the future.

REOQOUEST FOR INFORMATION

This financial report is designed to provide our members, customers, investors and creditors with & general
agverview of the Fund's finances and to show the Fund's accountability. for the money it receives. If you have any
guestions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
(207) 623-8428.
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Stalermrent
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Net Assets
{All Fund Years)
December 31, 2006 and 2005 ‘
B 2006 2005
ASSETS
Current assets:
Cash and cash equivalents b 4,339,793 2,862,995
U.S. Government and agency securities 58.827.750 56,721,378
Accounts receivable 21,756 710
Accrued interest réceivable 625,615 599,187
Prepaid expenses 44.896 29.610

Total current assets

63.859.810

60.213,880

Capital assets:

Computer equipment and software 495936 477,823
Less accumulated depreciation (262,517) {159,650}
Net capital assets 233 419 318.173
Total assets $ 64,093,229 611,532,053
LIABILITIES
Liabilities:
Accounts payable 49231 55,467
Deferred revenue 1,621 .
Claims loss reserves:
Claims reserve 27.795.282 26,633,936
Reinsurance recoverable (2.648257)  (2.890,761)
Loss reserve discounting (3.203,913) (2.828.136)
" Net claims loss reserves 21.943.112 20.915.059
Claim service/assessments reserve . 3.910.993 3,587.139
Totial Liabilities $ 25,904,957 24,567,665
NET ASSETS
Invested in capital assets, net of related debt 233,419 318,173
Reserve for statutory funding 1.647,527 1.378.297
Unrestricted:
Board designated 2.316.820 2.108.813

Contingency reserve

33.990.506

32,159,103

Total net assets

$

38,188,272

35,964,388

See aecompanying notes lo financial siatements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses

(All Fund Years)

For the years ended December 31, 2006 and 20605

Sitement 2

2006 2005
Revehue!
Contributions 3 17.247.890 16,610,754
Less discounts {1,636,544)  (1,539.835)
Less loss control credit (384.305) (383,085)
Less medical deductible credit {8.434) (10,610}
Net contributions 15.218.607 14,677,224
Investment income 2.811.710 1,189,620
Total revenue 18,030,317  15.866.844
Expenses:
Claims paid 10,173,792 8,721,455
Claims reserve - current year adjustment 1.161.326 1,696,111

Subrogation recovery
Deductible recovery

(376,039)
(12,966)

(192,413)
(11,923)

Ultimate claims loss

Reinsurance recoviered

[

Reinsurance recoverable adjustment

Supplemental benefits fund recovered
Supplemental benefits fund recoverable

10,946,113

(103,950)

10.213,230
(112,137)
(1,141.386)

41,123

Net ultimate claims loss

10,962,413

9 000,836

Loss reserve discounting - current year adjustment 375.777) (257.605)
Net claims expense 10,586,636 8,743,225
Reinsurance premium 564.974 559,334
Professional service 82,651 100,261
Administrative fees 2,854.9562 2,840,286
Regulatory assessmenis and fees 506,002 460,142
Claims service/assessments reserve 313,854 (263.847)
Safety and scholarship grants 202,992 205,406
Training expense - 47.915
Depreciation expense 102,867 99,173
Maintenance contracts 73,323 113,003
Dividends paid 498.172 498,927
Total expenses 15,806,433 13.403.823
Change in net assets s 2,223,884 2,463,021

See accompanying notes to financial siatements.



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Changes in Net Assets

{All Fund Years)

For the years ended December 31, 2006 and 2005

MMA_ 00018234

Strtement 3

Invested Reserve for Board Total
incapital  statutery  designated Contingency oet

assels funding reserve reserve asseis
Net assets at December 31, 2004 $ 371332 1,382,759 2,101,845 29645431  33,501.367
Change in pet assets (53.129) (4.462) 6.970 (2,313,672 2,463.021
Net assets al December 31, 2005 318,173 1.378.297 2.108.815 32,159,103 35964 388
Change in net assets. (84,754} 2@9;230 208,005 1,831,403 2,223, 884
Net assets at December 31, 2006 s 233,419 1,647,527 2,316,820 33,990,506 38,188,272
See accompanying notes 10 financial statements,
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Shitement 4
MAINE MUNICTPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows
For the years ended December 31, 2006 and 2005
2006 2005

Cash flows from operating activities:

8

Receipts from net contributions $ 15,199,182 14,683,947
Receipts from investment income 2,785,282 1,133.37
Payments for net claims {9,558,583) (8,404 ,983)
Payments {or reinsurance premium (584.974) {558.334)
Payments for professional service (82.651) (100,261}
Pavments for administrative fees (2,861,198) (2,902.226)
Payments for regulatory assessment and fees {506,002) (460,142)
Payments for safety and scholarship grants {202,992) {205.,406)
Payments for training fees (47.913)
Paymenis for maimenance confracts {88,609 29,72
Payments for dividends paid _ (498,172) (498,927)
Net cash provided by operating activities 3.601.283 2,667,860
Cash flows from capital and related financing activities:
Net purchases of computer equipment (18,113) (46,014)
Net cash used in capital and related ‘i’:nm'i'c:ing activities (18.113) (46,014)
Cash flows from investing activities:
Net purchase of investments (2,106.372) (4.583,067)
Net cash used in investing activities {2,106.372) {4,583,067)
Increase (decrease) in cash 1,476,798 (1.961,221)
‘Cash, beginning of year 2.862.995 4,824216
Cash, end of year 8 4.339,793 2,862,995
Reconciliation of change in net assets
to net cash provided by operating activitie
Change in net assets $ 2223884 2,463,02]
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation expense 102.867 99,1
{Increase) decrease in assets:
Accounts receivable (21,046) 6,723
Accrued interest receivable (26,428} (56.242)
Prepaid expenses (15.286) 142730
fncrease (decrease) in lhabilities:
Accounts pavable {6,236) {61,940)
Deferred revenue 1,621 -
Net claims loss reserve 1.028.053 33R.242
Claim service/assessments reserve 313.854 (263,847
Net cash provided by operating activities $ 3,601,283 2,667,860
Non-cash activities:
Net appreciation {(depreciation] in fair value of investments § 178,136 {1,199,483)
' ' See accompanying notes 1o financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
MNotes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund™) was established on November 1.
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2006 and 20035, respectively. there were 593 and 595 governmental entities that
participated in the Fund. Participants share risk in proportion to their contributions. The Fund is administered by
Maine Municipal Association for which a management fee is assessed and included in expenses. These financial
statements include only the accounts of the Maime Municipal Association Workers' Compensation Fund, The
Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250,

Tax Exempt Status - The Fund was established and is administered by the Maine Municipal Association, a tax-
exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established to cover potential claims incurred and other expenses in
that specific period. The accompanying financial statements reflect the combined financial position. results of

operations and cash flows of the fund for all fund years. The operations for each fund vear are accounted for by
providing a separate set of self-halancing accounts which comprise its assets, liabilities, net assets, revenues, and
expenses. In addition to the fund year operations, the Board established two additional funds, as detailed below:

e Safety and Scholarship Fund (“WC 88 Fond™) - The purpose of this {und is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis intervention
program. In 1999, the Board of Trustees established a Safety and Scholarship Fund by transferring
$500,000 from the Contingency Reserve. An additional $433,805 was transferred in 2004 and $600.000
in 2006.

o Safety Training Fand (“WC Training Fuad™) - The purpose of this fund is to provide members.
specialized safety training beyond the on-going loss control program. In 2003, the Board of Trustees
established a training fund by transferring $100.000 from the Contingency Reserve.

Basis of Accounting - The Fund maintained its books of accounts and prepared its financial statements on the
acerual basis.

The Fund follows the applicable provisions of Government Accounting Standards Board's (GASB) U.S..
generally aceepted accounting principles (GAAP) for state and local governments through its pronouncements
(Statements and Interpretations). Additionally, the Fund follows the pronouncements of the Financial
Accouniing Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict
with or contradiet GASB pronouncements. The Fund has elected not to follow subsequent private-sector
ouidance.

Contributions are recognized as revenue over the contract period for which risk protection is provided which
corresponds to a fund vear, A liability for unpaid claims, including estimated claims incurred but not reported, is
accrued when insured events occur. Aunticipated investment income is considered in détermining whether a
contribution deficiency exists. .

Cash and Cash Equivalents - The Fund considers all highly hquid deposits with an initial maturity of thrée
months or iess to be cash and cash equivalents. Amounts in the mutual fund investment sweep and the moneyv
market mutval fund are indirectly invested in U.S, government obligations.

5
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Investments - All investments are carried at fair value, based on quoted market prices, in a single pooled
investment account for all of the Workers' Compensation fund years. The Fund's investments consist of U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2006 and 2005 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompanying statements of
changes in net assets. The estimated fair value amounts have been determined by quoted market prices. Each
fund year's portion of principal, interest, capital gains and losses is determined by its cash and investments in the
pooled investments.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2006 and 2005.

Capital Assets - The cost of computer hardware and software is depreciated on a straight-line basis over the
estimated useful lives of three to five years.

Claims Loss Reserves - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of seftling this
Hability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments
resulting from the settlement of losses will be reflected in the statements of revenue and expenses at the time the
adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve is actuarially determined and
consists of estimates for (1) future claims services and (2) future assessments by the State of Maine in connection
with claims originating in fund years through 2006. Management believes that the reserves are adequate, but the
ultimate net cost of settling this liability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured losses as
liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums ceded to reinsurers
during 2006 and 2005 were $584,974 and $559,334, respectively. The amounts deducted from claims labilities
as of December 31, 2006 and 20035 for reinsurance recoveries were $2.691.408 and 32,890,761, respectively.

Contributions - Member contributions are based on the standard premium workers’ compensation rates similar
to an insured plan, Various premium discounts and credits are given to members. The contributions for 2006
have not been fully determined: the current premiums are based on estimated payrolls. Audits are conducted
during each succeeding year to adjust for actual payroll expenses incurred by the members.

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. Significant estimates vtilized in the preparation of the financial statements include claims loss
reserves and the claims service/assessments reserve.

16
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits

Cash and cash equivalenis are composed of cash management accounts (CMA) and money market instruments
and consist of the following at Décember 31:

2006 2005

CMA - deposit account $ 1,546 1,217
CMA - mutual fund investment sweep 236,394 S28.741
Money market mutual fund _ 4.10]1.853 2.333.037
_ Totals 3 54339793 2,862,995

CMA - deposit account balances of §1,546 and §1.217 at December 31, 2006 and 2005, respectively, consist of
checks deposited which are not yet a\mhhlu for transfer.

Depository and mutual fund sweep accounts are pooled accounts containing assets of the General Fund, Special
Funds, Workers’ anpuwmun Fund, Unemployment Compensation Fund. Public Officials Liabilitv Fund :md

q
H

Property & Casualty Pool. The money market mutual fund 15 held in a separate Trust solely for the Worke
Compensation Fund. Only the assets belonging to the Workers™ Compensation Fund are included in thw:
financial statements.

Custodial Credit Risk-Fund Deposits: Custodial credit risk is the risk that in the event of a bank Tailure, the
Fund’s deposits in excess of the FDIC insured limit may not be recoverable. The Fund addresses this risk by
minimizing balances in bank accounts. Checking accounts are on a zero balance basis and collected funds are
transferred from the CMA - deposit account on a daily basis either to the checking accounts to cover checks
presented for payment or to a money market fund outside of the bank. Funds in the CMA - deposit account are
insured by the FDIC up to $100.000. Any balance in this account in excess of the $100.000 FDIC insured limit is
considered uninsured and uncollateralized and subject to custodial credit risk. The CMA-mutual fund investment
sweep and the money market mutual fund are mutual funds outside the bank, invested in short term government
Secumm;,_ These funds are uninsured and uncollateralized, and subject to custodial credit risk.

‘Investments

At December 31, 2006, the Fund had the following investments and maturities:

<1 vear 1 to 5 years 5+ years
[nvestment tvpes: Fair Value to Maturity to Maturity to Maiurity
U.S. government obligations  § 58.827.750. 14.403,275 44424475 -

Totals 14,403,275 44,424,475 :
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MAINE MUNICIPAL ASSOCIATION
WORKERS® COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

At Décember 31, 2005, the Fund had the following imvestments and maturities:

<1 yedr I 1o 5 years 5+ years
Investment types: Fair Value to Maturity 16 Maturity to Maturity
U.S. governiment obligations  § 56,721,378 11,024,492 45,696,886 -
Totals $ 56,721,378 11,024,492 45,696,886 - .

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. Fhe Fund’s investment policy requires that, to the extent possible, the Fund attempts to match
ivestments with anticipated cash requirements. Purchases of securities are guided by the need to provide
flexibility in the portfolio to meet expected cash flows, with a prudent margin for the unexpected, for the nex

five vears. Further, to obtain the highest yield available within the context of the asset allocation target lL\f\.l\
‘poted below. Maturities may extend to a maximum of five vears, based on a projected cash requirement and
available yields. Liguidity risk, as defined by the Fund’s investment policy. is the risk that funds may not be
available as needed, or may be available only by liquidating investments with a resultant capital lpss. The Fund’s
investment policy requires that investrment maturities be timed to meet projected cash flow requirements, with a
margin for the unexpected. ‘The maximum maturity permitted under Board policy in 2006 and 2005 was 5 years.

Credit Risk: Credit rigk is the risk that the entity in which the fund has invested may be unable to redeem
investments when they mature. The Fiind’s investment policy limits investments to entities that have high ratings
by recognized rating agencies. Management monitors the ratings of entities in which it has invested and would
sell investments should a significant rating decline:occur. No such issues were noted in 2006 or 2005, and the
Fund had no investments in corporate stocks or bonds as of December 31, 2006 and 20053,

Custodial Credit Risk-Fund Investments: For investments. cusiodial eredit risk is the risk that, in the event-of
failure of the counterparty. the Fund will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. The Fund addresses this risk by having the custodian hold
mvestments to the Fund’s benefit, by maintaining high quality standards for the entities in which it invests and by
monitoring the ratings of entities in which it has invested.

Concentration of Credit Risk: 1t is the Fund’s policy to diversify its investments by security type 1o mitigate
concenfration ri%k, 2006 asset allocation targets were. as follows: money market funds: 10%, U.S, government
securities: 85%, and corporate bonds: 5%. 2005 asset allocation targets were, as follows: money market funds:
10%, U.S. govcmm\,nt securities: 80%, and corporate bonds: 10%. Actual levels vary over the course of the
year, and may be adjusted by management based on changing economic conditions.

NET DEPRECIATION IN FAIR VALUE

Net depreciation in fair vaiue during the years ended December 31. 2006 and 2005 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses,

2006 2005

Corporate bonds 3 - (23.385)
1.5, Governmenl and agency securities ) 178137 (1.176.098)
Totals § 178,137 (1.199.483)
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2006, are developed from an actuarially determined
loss analysis and are as follows:

Reserve based Actuarially
-on known Actuarial determined
Fund Year claims reserves  Total reserves Net paid claims ultimate claims
1978-1979 § - . . 719,077 719,077
1979-1980 - : - 2,532,544 2,532,544
1980-1981 . - - 3,327,467 3.327.467
1981-1982 - - - 2,657.391 2,957.391
1982-1983 - - 3,977.589 3.977.589
1983-1984 - - - 5,077.576 3,077,576
1985 441,383 23,057 464,440 7,098.443 7,562,883
1986 IEL652 36.022 167.674 7,109,249 7.276,923
1987 633,066 3,880 636,946 R.653.365 9,290,311
1988 43471 11.894 55,365 7,937,945 7.993.310
1989 63,094 17.263 80.357 9,514,706 9.595,063
1990 600 164 764 8,654,463 8,655.227
1991 42,416 50,921 03.337 7.925.999 B8.019.336
1992 59.680 69312 128,992 8.857.014 8.986.006
1993 710.939 43.44] 754,380 8,752,084 9.507.364
1994 60.827 84.846 145,673 5.946.106 6,091.779
1995 171,102 33.258. 224,360 4,068,654 4.293.014
1996 88.681 107,851 196,532 4,509 360 5,105,892
1957 51,571 122,608 174,179 4,359,297 4,533,476
1998 190,479 55.165 245,644 4,336,814 4,582,458
1999 §15,027 133,749 948,776 5,825.452 6,774,228
2000 474,456 197.963 672,419 5.922.492 6,594 911
2001 865.557 463551 1,329,108 6.084,471 7.413,579
2002 [.626,890 563,061 2,189,951 7.178,349 0.368.300
2003 2379138 779,767 3,158,905 6,765,206 9.924.111
2004 1,722,683 1,709,130 3,431,813 6.228,088 9,659,901
2005 1,908.560 3.119.717 5.028.277 5.227.462 10,255,739
2006 ‘ 3,449 521 4217869 7.667.390 2,833,039 10.500.429

Totals $ 15930,793 11,864,489 27.795282 162,780,602 190,575,884

o
3
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Notes to Financial Statements, Continned

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Statement 1 include an offsel recommended by the independent
actuary for loss reserve discounting. This offset provides for discounting the claiws loss reserves by 5.0% based
on the payout patterns recorded over the Fund’s history. This reserve anticipates the accrual of conservatively
projected investment income over the life of cach fund. This adjustment conforms with the funding requirements
of the State of Maine Bureau of Insurance.

Each fund has entered into specific reinsurance contracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for each year, except 1991-1993 and
2004-2006, in which there was no coverage. The limits for the specific reinsurance for individual claims are as
follows:

Specific Reinsorance

Fund vear - Attachment
Maritime/
Regular USL&H
1978 to 1984 $ 250,000 -
1985 to 1990 350,000 :
1991 10 1997 400,000 N
1698 350,000 -
1999 1o 2000 350.000 200,000
2001 10 2002 400000 400.000
2003 500,000 500,000
2004 1o 2006 1,000,000 -

—
A
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f\l SE RVES AND REINSURANCE RF( ()VER!\BI E, C ONTINHLI)

CLAIMS LO

The aggregate reinsurance limits are listed below along with the total amounts recoverable from both the specific

and aggregate reinsurance policies based on the actuarially determined ultimate Josses are as follows:

Actuarially Ultimate Ultimate Ultimate Ultimate
determined specific losses, net Agoregate aggregate TOTAL
ultimate reinstirance of specific reinsurance reinsurance  reinsurance
Fund Year losses recoverable recovery attachment = recoverable  recoverable
1978-1979 3§ 719,077 - 719.077 1.000.,000 - -
1979-1980 2.532,544 128.876 2,403,668 1.647.658 756,010 884.886
1980-1981 3,327,467 380,643 2,946,824 1.896317 1,050,507 1,431,150
1981-1982 2,957,391 62,621 2,894,770 2,756,246 138,524 201,145
1582-1983 3.977.589 433,045 3,544,544 2,987,190 557,354 990399
1983-1984 5.077.576 273,943 4,803,633 3,379,864 1,423,769 1,697,712
1985 7,562,883 697.070 6,865,813 3.913,707 2,952,100 3.649.176
1986 7.276.923 7.276.923 4,923,803 2,353,120 2,353,120
1987 9,290,311 720,393 8.569.918 9.280.199 - 720,393
1988 7,993 310 149 907 7,843,403 11,524,021 - 149507
1989 9.595.063 - 9.595.063 12,871,277 = -
1990 8.655,22 45416 8.609.811] 14,547 254 - 45.416
1991 8,019.336 - 8.019.336 - - -
1992 8.986,006 145,143 8,840,863 - - 145,143
1093 9.507.364 §21,832 8.685.532 - 521:832
1994 6,091,779 - 6,091,779 13,858.008 - -
1995 4.293.014 - 4.293.014 13:406,985 = -
1996 5,105,892 - 5,105,892 11,636,779 = =
1997 4533476 91,013 4,442,463 12,000:000 - Q1.013
1998 4.582.458 - 4,582 458 7.894.675 -
1999 6,774,228 323.457 6,450,771 8 595,625 323.457
2000 6,594,911 27,799 6,567,112 733.330 - 271,799
2001 7.413.579 133,550 7,280,029 )(L 711,749 - 133,550
2002 9,368,300 - 0,368,300 11,329,907 - -
2003 9924111 303,26 §.620,850 12,156,437 303,261
2004 9,659.901 - 9,659,901 - : T
2005 10,255,739 - 10,255,739 : - -
2006 0,500,429 - 10,500,429 - - -
Totals $ 190,575,884 4,737,969 185,837,915 182,051,031 9.231.390 13.069,35‘)

L
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AM. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The
2006 A. M. Best rating for each company is also listed.

Type of A. M. Best Fin size
Fund vear Reinsurance carrier coverage rating category
1878-79 to 1979-80 International Insurance Co. (ISLIC) Specific {not rated) (not rated)
1ORO-81 to 1981-82 United States Fire Insurance Co. Specific A- {(Excellent) X1
1982-83 to 1983-84 General Accident Ins. Co. of Amer. Specific A (Excelient) XAV
1978-79 10 1983-84 Employers Reinsurance Corp. Specific and
Aggoregate A+ (Superior) XV
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess
Aggregate (not rated) (not rated)
1985 10 1990 General Reinsurance Corp. Specific and
Aggregate A+ (Superior) XV
1983 to 1986 Royal Insurance Company Excess '
Speeific B (Fair) X
1991 General Reinsurance Corp. Specific A+ (Superior) XV
1992 10 1993 Odyssey America Reinsurance Corp Specihe A (Excellent) XV
(formerly TIG Reinsurance Company) '
1994 to 1995 [ravelers Specific and
(formerly Aetna Casualty & Surety) /\.ggregalc A+ (Superior) XV
1996 to 2004 Safety National Casualty Corp. Specific and '
Aggregate A (Excellent) X
2005-2006 Safety National Casualty Corp. Specific A (Excellent) IX

UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of Josses and related claim service reserves. The following represents changes
in these ageregate habilities as of December 31: '

2006 2005

Claims loss and claims sérvice reserves al beginning of vear $24.512.198 24.437,804
Incurred claims and claims service reserve expenses;

Provision for insured events of the current year 10,665,701 10.644 374
_Increases in provision for insured ¢\-'cn1§_gf" prior years 806.847  (1.848.523)

Total insured claims and claims service

. TESErVE EXpenses = 11,472,548 8.795.851
Pavments:

Claims attributable to msured events of the current vear 2,853,203 2.810,538

Claims attributable to insured events of prior vears ~7.320.499 5.910.919

] Total payments 10173792 8.721.457

Jotal claims loss and claims service reservesatend of vear  § 25,810,954 24,512,198

16
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Reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the initial fiscal
vear of each Fund for all of the services expected 10 arise out of that Fund. Changes in these expenses arg treated
as current income or expense.

INTERFUND TRANSFERS

in order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund vears. Transfers affected during 2006 are shown within Schedule 2. The net of all transfers made
between Workers' Compensation Funds since inception is reflected in Schedule 3.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated into four components.

Amounts invested in capital assets, net of debt and depreciation, represent the Fund’s equity in claims and
underwriting software held jointly with the MMA Property and Casualty Fund. As of December 31. 2006 and
2005, invested in capital assets, net of related debt and depreciation totaled $233,419 and $318,173, respectively.

The amount restricted for statutory funding is calculated by an independent actuary to a 75% confidence level
based on the loss development variations experienced by the Maine Municipal Association's Workers'
Compensation Fund over its history. The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessments reserve will be adequate to that confidence level to cover variations in the claims loss
eserve development. This adjustment also conforms with the funding requirements of the State of Maine Bureau
of Insurance. As of December 31, 2006 and 2005, the reserve for statutory funding totaled $1,647,527 and
$1,378.297, respectively.

The Board designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2006 and 20035, the
Board designated reserve totaled $2,316.820 and $2,108.813, respectively.

The contingency reserve represents accumulated funding in excess of the amounts invested in capital assets, the
statuiory requirements and the board designated reserves. The Workers' Compensation Fund Trustees have
established this reserve o be held for the future financial stability of the Fund. ‘As of December 31, 2006 and
2005, the contingency reserve totaled $34,033,657 and $32,159,103, respectively.

CONTINGENT LIABILITY

e Fund purchases certain annuity contracts from third-parties to settle claims liabilities. These liabilities have
been removed from the statements of net assets. The annuities have been purchased from highly rated insurance
companies and management believes that the likelihood that the Fund will be required to make future pavments
on the claims is remote. The aggregate original purchase amount of such annuities at December 31, 2006 and
2005 totaled $8,350,683 and $8,101.992, respectively.
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TERMINATED MEMBER S RESERVE

Section HIE.3 of Rule 250 requires that members who have left a group self insurance plan are fiable for their

ey - . s Erire] ant . e
proportionate share of the incremental difference between funding at the 90" confidence level and the 95"
confidence level. The Rule further states that the group must increase its security by such sums.

At December 31, 2006, the Fund maintained security for all fund years at or above the 95™ confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 95* confidence Jevel and no
additional security is required.

I8



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statement of Net Asseis by Fund Year
December 31, 2606

Schedude §

1978-79
Fumd Year

1979-80
Fund Year

1980-81
Fund Year

1981-82
Fuind Year

1982-83
ffund Year

1983-84
Fund Year

1984-85

~ HFund Year

1986
Fund Year

1987
Tund Year

ASSETS
_t,_‘n.«;h wied cash equivalents S 1,756 L7506 1,778 1,757 171 1,754 10,425 8,161 9,252
Anveslients:
ULE. Government and ageney securilics 23,807 23,805 24,101 23,813 23,191 23,771 141,329 110,622 123,424
Tolal Investments i 23,807 23,805 24 101 23,813 23,19] 23,771 141,329 110,622 125,424
" Avcounts reeeivable - & 3 i = = - 5 .
Averved interest receivable 253 253 250 253 247 253 1,503 1170 1.334
_Prepaid expenses - - - - - - - - - -
Cupital assels:
Compnter equipment and sollware - - - - - - - -
_ Less accumulated depreciation - - - - - - - - -
__ﬂ___mi Net cupital assets - - - - - - -
‘Total nasets b 25816 25,814 26,135 215,823 25,149 25,778 153,257 119,959 136,410
LIABILITIES
Liabilitles:
Avcounts payable - - - - - - - = ~
Deferred revenue 3 S . = 3 3 -
Claims loss reserves:
Claims feserve - - - - - - 464,440 167.674 636,946
Reinsurance recovernble - - = - - - (496,278) (178,903) {650.579)
Loss reserve distonnting i - - 5 - - - - - (198)
Net claims loss reseryes - B - - - (31,838) (FE2310) (13,830
Claims service/nssessments reserve = : - > L 54,604 27,114 G, 765
Met claims loss reserves - - - - - il 22,760 5,883 52,934
Total linbilities - - - - - 22,766 15,883 52,934
NET ASSETS
fnvested i capital assot, vet ol related debt - - - - - - - - -
Reserve for statutory funding - - - - - - - 1,305
Unresiricted:
Poard designuted - - - - - - e - 1,997
Cantingency reserve 23,816 25814 26,135 25,823 25.149 25,778 130,491 104,076 79,774
Votal nel assets § 15,816 15814 26,135 15,823 25,149 25,778 130,491 104,076 83,076
19
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MAINE MUNICIFAL ASSOCIATION

WORKERS' COMPENSATION FUND

Statement of Net Assefs by Fund Year
December 1, 2006

Schedule !

[ORB
fund Year

1989
Fund Year

1990
Fund Year

1991
Yend Year

1992
Fand Year

1993
Fund Year

1994
Fund Year

1995

Fand Yenr

ASSETS
Caslising cash equivalents $ 11,760 22,398 16,087 31,575 48,327 54,138 44,508 43,400
Investiments: ' ' )
WS, Governmenl aod ngency securifies 150,409 303,607 218,060 428,020 655,096 733,853 603,331 613,432
Tatal investments 159,409 303,007 218,060 478,020 655,096 733,853 603,331 615.432
Aceounts receivable - . = s 2 B - .
Accrued inlerest receivable 1,695 3,229 2.319 4,552 6,967 7.808 6,410 0,545
Prepinid expenses - - - - - - - -
Capital assets:
Coinpuier equipment and soflware - - - - - - - -
77777777 Less necumulated depreciation - - - - - - -
Net capilal assets - - - - - -
Total assets $ 172 864 329,234 236,466 464,147 70,390 795,796 654,255 667,377
LIABILITIES
I iabilities:
Aceounls payable - - - - - - -
_ Deferred re venie - - - - - - - -
{laims loss reserves: ’
Claims regérve 55,365 80,357 764 03,337 128,992 754,380 145,673 224,360
Reinsuranes recoverabie - - - - - (620,348 €. -
I oss reserve discounting (606) (879 {8) (L) {(1,412) (L77% (1,5%4) (4.871)
Net claims loss reserves 54,759 79478 56 92316 127,550 132,253 144,079 219,489
Cluims service/iissessments reserve 7,994 10,416 12,451 13,462 17,126 90,697 30,007 32131
Net elaims loss reserves 62,753 59,894 13,207 105,778 144,706 222 950 174,176 251,620
Total lialrilities 61,753 #9594 13,207 105,778 144,706 222,950 174,176 251,620
NIET ASSETS
luvested in capital ussets, net of related debt - - - - - - - -
Reserve for stututory funding 4,163 0370 Ol 7337 10,043 9.476 11,226, 16,568
Unrestricted: .
Hoard desipndied 5961 8,324 78 9.731 13,545 12,879 15412 24013
Comlingency reserve Y9 987 224 0646 223,120 341301 542,096 550,494 A53.44 1. 375,176
Total et assels 5 10,111 239,340 223,259 358,369 565,684 572,846 480,679 415,757
£
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statement uf Nef Assets by Fund Yeur

December 31, 2006

Hchedule 1

1996 1997 1998 1994 2000 2001 2002 2003
Fund Yemr Fund Yeur Fund Year Fund Year Yund Year Fund Year Iund Year Fund Year
ARSETS
Cashr and cash equivalents’ ] 237.850 3599613 420,480 210,364 155,529 231,961 215,842 343,134
Juvestients: -
LS, Government mu.{'ugcncy secirities 3,224,155 4,879,451 5. 781.202 2,851,581 2,108,765 3,171,446 (2925 829 4,651,317
~ Total investments 3,224,155 4,879.451 5,781,202 2,851,581 2,108,265 3171440 2,925,829 4,651,317
Aceonunts receivable = i . . = e - -
Averued inlerest receivable 34,788 51,891 61 4K%1 WL326 22,421 33,727 LS 49,405
_Prepaid expenses - - - > " - - - -~
Capital asseis:
Compauter equipment and soflware - - - - - - - -
Foess aceumnluted depreciation - - - - - - - -
Net capilal assels - - - Z 5 - - -
I'otal assets 3 3,496,293 5,291,305 6,269,169 3,092,271 1,280,215 3,439,134 3172,786 5,043,916
LIABILITIES
Liahilities:
Aceounts payuble - - - - - - -
Deferred revenue - - - - - - - -
Claims loss réserves:
Claims reserve 196,532 174,179 245,044 Q48776 672,419 1.329.108 2 189,951 3,158,905
Retnsurapee recoverable - - - (237,837% (27.7199) {133.550) - {303.261)
L L.nss reserve discounting {8.400) (11,014) (18,739} (65,770) {70,640 (147,959) . (287,522) (390,288)
o Net ¢laims loss reserves 188,126 163,165 226905 645,469 573,980 1,047 549 1,902,429 2,465,356
Clulims service/assessments reserve 26,671 29,547 49,626 129,641 114,519 196,313 284,523 396,912
" Net cluims loss reserves 214,797 192,712 276,531 775,110 G881 1,243,914 2,186,952 2,862,268
‘Total linbilities 214,797 192,712 276,531 775,118 688,819 1,243,914 2,186,952 1.862,2068
NET ASSETS
Invested in capital assets, net of wlated debt - - - - - - - -
Reserve lor statutory funding 14,356 12,868 17,728 42,688 25,583 74468 145952 179,150
Unrestricted:
Hoard designated 20,427 17.300 24,224 58,473 35.798 103,233 205,788 251,140
_ Contingency reserve 3,246,713 3,068,425 5,950,680 2216600 1,536,015 2017519 634,094 1,751,358
Tutal nel asseds $ 3.281,496 5,098,593 5,992,638 2,317,161 1,597,396 2,195,220 J45,834 2,181,644
21
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RMAINE MURICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Statement of Nel Assets by Fund Year

Seheduie 1

December 31, 20006

2004 2005 2000 2007 WSS W Training Totals
Fund Yenr Fund Year Fund Year Fund Year Fund Iusnnd 2006 20058
ASSETS
Cash and cash equivalents 135,964 617,304 753,260 83 34,683 2827 4,339,793 2,862,995
lnveslinents: ) o
LS, Govermment and agency securities 3,908 6749 ) 8.367.817 10,210,734 1,126 476,136 38,341 58.827.750) 50,721 78
Potal investmests 5,009,679 8,367,817 10,210,734 1,126 470136 38,341 58,827,750 56,721,378
Accownls recaivable = - 21,750 - - . 21756 710
Accrued inlerest receivoble 62.848 B8,989 108,588 i2 5.000 408 625.615 599,187
I'repaid expenses - - 44,496 400 - - 44,896 29,610
Capital assels: '
Computer equipment and software - s 495 936 : - E 495,936 477 823
i.uss necumulated depreciation 2 - {21"2'}_‘5 17 - - (202,517} (159,650}
Net capital assets - ) - 233,19 - - - 233,419 AT8.17]
Total ussets 6,408,491 9,074,110 1§,372,253 1,621 509819 41,576 64,093,229 60,532,053
LIADILITIES
Linbilities:
Accounts payable - - 46,882 - 2,349 - 49,231 55,407
Delerred revenne - - - 1,621 - = 1,621 ~
Ulaims loss reserves: ' '
Claims resetve JA3LRB13 5028277 F.66GT.390 = - - 27,795,282 26,631,950
Reinsurnnce recoverable = - - - - - (?.'.brlﬂ,'lS'J)_ (2,890,701
Toss reserve discounting (491,702} {711.69() (YB7.B15) - - - (3,203.913) (2,828,130)
Nel ¢laims loss reserves 2,940,111 4,316,587 6,679,575 - - 21,943,112 20915059
Claims service/assessments reserve A54. 247 732,982 i, 132,833 - - 3,910,093 3,597,139
Net claims toss reserves 1.394.358 5,049,569 7,812,408 = - - 25,854,105 24,512,198
Fotal liahilities JA94,.358 5,049,569 T.H39.290 1,621 2,349 - 25,904,937 24,5(;7‘6-6_5
NS ASSETS
tuvested in capital assets, net pl related debt - - 205,419 - - - 23341y 31B173
Reserve for statutory funding 226,355 331,895 309,935 - - - 1,647,527 1,378,297
Unrestricted:
Board designated 317242 466,199 715050 - - - 2,116 820 2. 108,815
Contingency reserve 2470536 3,226,447 2,044 553 - SO7.470 41,576 33,950,506 32,159,103
TVotal net assets 3,014,133 4,024,541 3,512,963 . 507,470 41,576 38,188,272 35,964,388
a2
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Stgtement of Revenues, Expenses, and Clmages in Nei Assets by Fund Yenr

For the period ended Decewrber 31, 2006

Schedule 2

197879

1979.80 1980-81 1981-82 198253 198344 1984-85 1986 1947
Tund Year  Fuod Vesr  Fuwd Year  Fund Year | Fund Year  Fund Year Fund Year Fund Year Fund Year
Revenum
Contritmtions 3 - - . - - . -
boss diseounis . = - - - -
Less fosy control eredit - . - - . - - .
Less medien] deductble credit - - - - -
Net conlribwtions " - L - & - - -
hivestment income F.o44 1.043 1,058 11,054 979 |.040 6,798 4 B9 6,033
Unreanlized gain (ioss) on investmenls 75 75 75 76 70 5 1315 dil 370
Fotal revenue LY Lilg 1,133 1,130 1,049 LEIS 7,133 5.280 6,403
Fxpenses:
-Claims paid = - - - 49717 11,231 32,138
Claims reserve - current year adinstment - - - S (20,932) (6,755) (13,040
Subrogation recovery - - . . {33.212) ! (1.027)
Deduetible recovery - - - - - - -
Ultimate claims loss - - - - {4271 4470 12.071
Reinsurance recovered - - (1,070) - 7,823 (5,247} -
"Reinsunmee recoverable adjusiment . N - 1,070 - (3,395} ik 8,487
Sapplernental benefits fund recovered 5 - " 5 2 5 A . -
Supplemental benelils (und recoverable’ - - - -
Nel ultimate clanns foss - - - - 1 - 20,558
Luoss reserve discounting - - - - - (197)
Net claims expense - - - = - f - 20,361
Remsutance premiun: - - - - - -
Claims service - - - - - - -
Professwnul service ¥ B T £ r .
Admimisimtive lees - - - . d .
Repulatory assessigents und fees - - - - - - . - -
Claims service/nssessments reserve - 93) - 1,663 4,223 5,260
Safoty and scholagship pranty - - - -
e and consultml fees - - B -
Traimng expense - - B - - - - - -
Depreciation expunse - - - - - - -
Mnmnlenante conlimets - - - < - -
Bividends paid - . - - - B -
Total expenses - - - {93) 1,664 4,223 25,621
Change in net assets before transfors Lie 1,118 1.133 1,130 1,142 IS 3,465 1,057 (19.218)
Tnlerfund translers.
To 2006 fund (352) (201} (476) (871 (1:058) 2 : . (13,162)
Net change in net assels ThT Q17 T07 1,043 84 i.ki8 5469 §57 {32,380}
Het ngsets, beginning 25,044 24,897 25,428 24,780 25,065 24,663 125022 [IRR 115456
MNet assets, ending k) 15816 15814 26,135 15823 25,149 15,778 130,491 104,076 83,075
23
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MAINE MUNICIFAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statement of Revenues, Fxpenses, and Clanges in Net Assels by fund Year
Uor the peried ended Decomber 31, 2006

Schedule 2

1988 1489 1990 1991 1992 1993 1994 1995
Fund Year Fund Year Fund Year Fund Year Fund Yeur Pl Year Funt Year Fund Year
Revenne:
Conliibutions - - - - .
Less discounts - . s : . -
Less luss eonfool cradit - - - - -
Less mediesl deductible credit * = -
Mt contributions . - - . N - . 1
Inyestitent incomé 7340 13,955 9833 19,746 28,767 23500 26,961 2% 824
Untenlized gain (loss) on investments 498 946 OB6 1,336 2,037 2046 2313 1,823
Total revenue 7,838 14901 10,519 21,082 30,804, 35,0600 29 294 30,647
fxpenses
Clwims puid at 27449 89,147 3,607 B,625 8002 115,590 72,286
Clanus reserve - eurrent year sdjusiment 1,259 308 {144 1335) {52.448%) {4ORS55) {153, jR8) (73,2003 (8,951)
Subrpgatini recovery - o . (L1171 - - (9.826)
Deductibile recovery . - 2 . 4 3 . -
EHtimate claims toss 1.356 3148 (54,988) {48,841 (42,501) (72.524% 42,390 54,509
Reinsuranes recovered - - . - - a =
Remsutanee recoverable adjustment - - . .
Supplemental benelils fund recovered - - - - - (48,000) (3,558)
Supplemental benefits fuind iecoverable - . - . . - - 2
Net ultimate cinims losd 1,356 3,048 (54 9RR) (A8, 847) (42_501) (72,526) (5,610 50,951
Loss reserye discounting, (14) 8} ‘1,578 574 546 1364 3,157 5,108
HNet cliims expense 1,342 3,045 (53A410) (48,207 (41 955) (71,102) (2,453} " 56059
Reinsurmge preminm - - - R - .
Clalms servics . - . - = = "
Profossional service - - = R R -
Adminigtrative lees - - - - - - - .
Regulatory assessments imd fees - - s - = - = .
Claims servicelassessments resaive | 85 217y (9,366) (5.289) {13,756} (8,403 1,563 (2,002}
Safety and scholarship grants - - - . . s - R
Legal and consultant fees - = - d & -
Tiniming expenge 3 - - - - -
Deprecidlion expense - - - - R
Muintepanee contoacts . + o " .
Dividenils paid - . 3 . - - N
Total cxpenses 2427 2,818 (62,770) (53,556) {35,711 (79,568} (890} 54,057
Change in net assets before ansfers St 12073 13,295 74,638 86,515 115,174 30,184 {23410y g
Iiterfund transfers: >
To 2006 fud (34.914) {91,682) - (142 194) (3,003) - {20,936) (52.459) I
Nt chitige in net assels (4, 507) {79.609) 11,295 (67.556) R1,51Z 115,174 9.248 (75 B0Y) o
Nel sssels, begiuning 159 G1R 318,949 149,964 425,925 ARA T2 457,072 470,831 491 620 8
et wssets, erabing RUARES 239,340 713,759 158,369 565,684 572,846 4,079 415,757 ;
24 N
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MAINE MUNICIPAL ASSOCEATION Schedile?
WORKERS' COMPENSATION FUND
Statement of Revenaey, Expenses, and Changes in Net Assets by Fund Year
For the period ended December 31, 2006
1996 1997 1998 1999 2000 2002 2003
Tund Yéar Fund Yeur Fund Year Fund Year Fund Year Yund Year Fumd Veur Fund Year
Reeyanue
Contributions = . = 3 . - .
|ess discounts - - - . -
Less joss contrul eredit - - - . - - .
Less medical deductible eredil - - = 3 2 E: .
Met contributions - 3 = - . = . :
Investment income 154,321 220,604 261, 532 137,393 96,183 148227 136,115 220,534
Unrealized pain (loss) on investments 6,630 16,203 18,168 4 4in 5945 B, 358 ) 1,665 12,656
Tolal revenue {64,951 236,807 779,700 136,857 102,12 156,625 143,780 233190
Expesises
Claims pand 25,601 96,763 152987 380,662 ATHIGS 502,354 627.193 939 89|
Claiins veserve - cursent year adjustment (107,694) {73850} (168 390} {400,680} {323.39) {304,398) {193,339) (271,526}
Subrogation recovery - ( (8,751) (29,375) (15,225) - {80,454} (56,783}
Peductible recovery - - - - - - (300) -
Ultimate elading loss {82,033) 22913 (24,154) {43,393) 119,688 197 950 346,900 611,582
Relustrance regovered - (41,013) - (32,747 - - a -
Remsugance recoverable adjustment . o064 - 182,812 (Z27.799) . ~ (106,083)
Supplemental henefits Tind recoverad - . (9.241) {43,150 % = s
Supplesiental bevefits fund recoverable - __A - . a . E -
Net iltimate claims loss (BL3Y) 22501 (33,195 63,521 91 8k9 197,956 346,900 601,499
1uss reserve discounting 10,831 9,599 23,663 42,715 57,858 57,286 41,776 22 947
Net clnims expense (71,202) A2.140 (9.732) 106,236 149,747 255,243 388,676 24 446
Relnsurmce premivm . . = y = _, B
Clatms servive - - - ~ - "
Prolessional service A - -
Administrative fves . - . . . n
Regulalory assessiments and fees - - - - - u - ¥
Clotms seryiee/assessments reserve (11359 (23,387) {2,746} (38%,199) 11,672 M (9,269) {45,1206)
Safety and scholwship grants . = 5, - = - -
Legal angd consultant foes - - . - - - R
Traipning expensge - - - - - .
Depreciation expense - . - = -
Malntenanes conliacts - = -
Ihvidends paid - - - - - - - -
Total expenses {B2,561) 8,553 {12,47H) 68,037 iH1 419 255,322 379407 519,320
Clinnge in net asgets belore lanslivs 247 512 228,754 202,178 GR 820 {32.2913 (9R, 697 (235627 {346,130%
I fused translery
T'o 2006 fund (1,600,600) (1,000,000} C{708,795) ; = . ; :
Met ehiange in net assets (1,352 4A88) (771,746) {446,617) of, 820 (59.291) (9R.647) (235.627) (346,138)
Nel assets, boginning, 4,633,984 5,870,339 6,439,255 2,248,341 1,656,687 2291817 1,221,461 2, 5217718
Net assets, ending 3,281,496 5,098,593 5,992,638 2,317,161 1,597,396 2,195,220 955,834 7,181,648
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FLUND
Statement of Revenues, Kxpenses, and Changes in Net Assets by Fund Year
For the geriod ended $lecember 3, 2006

Schedule 2

2004 2008 206a6 2007 WO SS W Trenining ‘Lotuls
Fund Year Fund Year Fuad Year Fund Year Fund Fund 7006 2005
Revenu:
Contributions - 293150 16,954 531 - e 17,247 B9 16,610,754
L ens discauints - - (1,636,544 ) - {(1,630,544) (1,53%.819)
Less loss conleol credit - - {384,305) . (384,305) (383,085)
Less medical deductible ernedit N H (#434) - - (8,434 (10,610)
Net cantribulions . 293.35% 14,925,248 = 15,218,607 14,677,224
fnvestment income 277,229 A4S, 350 389,142 2,033,574 2.389,i03
Unrealized gain ((0s3) on investments 13,650 14 099 51,991 - = 178,136 (1,199,483
Total revenue 290,879 712,848 15,366,381 18,030,317 15.860 844
Expenses
Clisbas paid IRGRE 2477703 2459293 . x 3 Vi, 173,792 8,721,455
Clatins reserve - cusrent year adjustinent CL576,772) {2,564 HG) 7,067 30 - 1,161,326 o961 11
Subwogation recovery {(51.053) {43,073 (14,089) {376,039) (192413}
Deductibile recovery” L - i6,302) (6,164) {12.960) (11,923
1 Htimate claims loss (461.685) (136,658) 10,300,430 = = - 10,846,113 10,213,230
Remsurance ocovered - = " = » - (122,254) 112,137
Heinsurance recoverable adjustment - - - - 242 504 (1141 380)
Supplemental benefils fund recovered H = = - (103,950) -
Supplemental benefits fund recovernihle . - - - 41,123
‘ *New ultimate claims loss (461 685) {136.658) 10,500,430 - 10,962,413 9 GO0_R3G
| uss reserve discouniing [4{1658 102 592 (VE7815) (375777 {257,605}
Net chims expense [321,027) 55,934 9512615 + 10,586,636 8,743,225
Reinsurance premivm - - 584,974 - - - 584,974 §59.334
Clims servies = : - = 2 . .
Professianal service - - B2,651 - - 82,651 100,261
Adminisiruive fees (124,400 2979425 - - 2 R854 962 2,840,280
Repulatory sssessments and foes - = 506,002 - . " 506,002 A0, 142
Claing servive/nssessiionts reseove (263,237 (411 871) 1,132,833 - B - 313,854 (263,847)
Saftty and scholarship grants - - - - 202 992 - 202,992 205 400
Logal amd consultait lees - £ 2 . d =
Training expense - - : r B . - 47913
Deprecialion expense “ - 102,867 - - - 102,807 99,173
Maintenance contiaels - 13,323 - - 73,323 113,003
Divdends paid = 498,172 . - 2 498,172 498,927
f-olal expenses (554,264) 17,770 14,974,690 - 202,592 15,806,433 13,401 822
Change in oot assess beloee transfers R75,143 GUs U7H W61 - (202.992) - 2,223,884 . 7463,021
Inteclaned tanstiors:
Tar 2006 Tund - - 3,121,273 - 600,000 - - -
Net change n net agsels B75,143 695,078 3,512,964 VT 008 2,243,884 2,463 021
Mel assels, beginning - 2,138,990 3,129 463 (1) - 110,462 41,576 25,504,388 33,501,367
Net assels, ending 3,014,133 4,024,541 3511963 - 507,470 41,576 38,188,272 35,964,388
26
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MAINE MUNICIPAL ASSOCIATION Stledule 3
WORKERS' COMPENSATION FUND
Cumnlutive Statement of Revetnes anil Bapenses
‘For the period November 1, 1978 through December 31, 2066

1978-79 1979-80 1980-81 1981-82 198283 1483.84 J9B4-85 1986
Fund Yepr  ¥oull Year Fuind Yenr'  Fund Year  Foand Year  Fund Year  Fund Yenr  Vund Year
Revenue
Contribuiions k3 B98 836 2,108,154 2,906,927 4. 240,842 4,595 070 5,602 582 [NTPARILY 6,838,615

|ess luss contral credit " . A

Less discumnie ¥ % {290,697) {424.084) (459.567) {796.892) (852,654) {9BU663)

Lasg medicnl deduetible credit

~ Metcontributions ' 898 B30 2.198.194 2016234 3816758 a4, 136,103 4,835,090 5,468,434 5857952
Investmen! income 328,747 811264 G4 302 1471895 1,476,788 1258771 1,034 945 1,250.216
Miscellaneous revenue - 38 214 123 {125) 891 2,180 2371
Total revenug 1,227,583 1000493 1260770 S2MBT76 5612766 6095352 (205559 7,119,550
Expenses
Claitis paid TIW286 2532544 3AS5TVE8 2,988,697 3,993,534 5,131,404 7231537 1,282,563
Claims reserve . : - - - a 464 Ad0 167 674
Subtogation recovery 0 . (30,520) (31,306) (15,945 (33K28) (133,093 {(174,313)
Dedugtible recovery - - - - ; . 3 ;
Ultimnte claims loss 719476 2,532,544 327408 2,957 24 3977589 5077570 ] 7,562 884 7.276,924
Reinsurmice recoversd - (BEAREE)  (1.431.150) (2011453 990399 (LeY7.712)  (NIS2HYB)  (L174215)
Reinswrance recoverble adjusiment - - - 1 - - {496 278) £178,905)
Supplemental benefits fund recoversd : - - - - - - :
Supplertental benelils fund recoverable - - - - - ) - - -
Mot ultimale claims loss T TleuTe 1,047,658 LBUG IR 2,156,247 2987 190 3379864 1913708 4,923 804
_ Loss reserve discounting - - 2 : E 2 ; -
Net clalms expense B A BRI 1,647,058 1A9631R 2,756,247 287,190 3379 864 3,913,708 4,923 804
Remsurance preminm 137,237 12,790 419524 ATR,376 363 6E0 411,812 520415 OYR 461
Clatms service fee paid #2,296 176,497 246,470 327459 86,512 473213 351,488 404,309
Loss control service - - - - - - - -
Adninistitive fees 13,627 49,349 55671 254 892 Jor 737 499 345 GO0 Ad] o0
Regulalory assessments ad foes - - B 6,123 232 662 filip] 1.161
Claims service/assessments reseve - - - - - - 54,604 27114
Salety and scholarship grants . - s -
Legal aod scholuship prants - - - a - -
Ttaining expense - - - - - =
Depreciuthon expense = - . e - r -
Muinletnice contracts - - - - - . -
Dividends pard 106,990 73,129 - - - ¥ . -
tnterest refund {98,639 591,990 $37.188 791 891 SOR. 732 241,525 - 2
Inferesl expense : = - - - - s
Tolal expenses ) 1,247 865 2851,513 J 145171 4617,188 4,605,073 5008421 5500617 6,498 349
Change in nel assets belore
tramsfeny (20,282) 157,980 115,599 671,588 JO7,093 1,086 931 704,942 620,711
futerTund transfers 40,098 {132.160) (84,404 (645,765 (9425447 (L0GL153) (5FAA51} {516,634)
From MMA teneral Fund - - - - -
Net nysely, ending b 254816 15,814 26,135 25823 15,149 15,778 130,471 104,076
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND

Cumulative Statement of Keveoues and Expenses
For the period November 1, 1978 through December 31, 2006

1987 1988 1989 1990 1991 1992 1993 1994
Foamd Year Fund Year  Fund Year Fund Year Fund Yeuar Fund Year  Fund Year U Year
Revonue
Contiibutions 8503800 CTLBUGUAT 13324125 14920260 16176020 13370001 M46U8127  [0u20,659
Liess discaunis (1,256,385)  (1216358)  (L,027854)  (L.237,948)  (1A28079)  (1276,658) (LA41541)  (1426427)
Lessloss control credit = = - . = = . o
1eis medical deductible crmdit 5 - ) 5 : - i F i
' Net contuibutions 7,277 506 10,680,580~ 12,296,271 13687312 14,747 9401 12.0%3.443 13,256,580 14,994 232
Investivient income 2870510 3,978,563 3,815,133 3,705 878 4,132,776 3,439 558 3,262,483 2,978,245 .
Misgell 1S [eVEentie 11,715 3,703 2061 2981 2,019 3,038 8906 (716)
Tutal revenue Hi, 1S9 851 14,662 855 16,114,265 17,391 171 18,882 766 15,536,919 16,527 973 17,971,762
Expenses
Llnims paid B, 719,756 8,023 888 ‘L'fSH;I!S_V R707.107 T.991.595 8095 157 8,782,053 6048093
Clainis eserve 636,946 55,105 Rt1.357 P64 03,337 |2R,992 754, 380 (45,673
Subrogation recovery (96,398 (85,944) (243,381) (52,704) {65,596} {38,343y {29,069) (101 9873
Deductible recovery - & . . . 5 . N
{iltimate chais loss 9290312 7063309 9595063 K655227 8019336 QURG006 9507364 GoNta79
‘Reinsurance recoversd 6Y.415) {149.907) {45.416) - (145, 1) (201, 484) -
" Reinsumniee weeoverdble adjusiment (650579 - - - - (620,349} g
Supplemaental benelits fund recovered . * - " 2 .
Supplemental bedefits fund recoverable - - - s - - - -
et vitimate claims loss 8564914 7843402 4,595 063 86UD81 1 R019,136 §.540,863 8,085,531 6,001,779
Linss reserve discounting {198) (600) (879) {8) (1,021 (1,412) (1,779 {1,594)
NeL claims exjrense 8,569,720 7,842,796 9504, 114 8 600803 ROIRA1S R 530451 8,681,752 6,090,185
Relnsurance premum 1.178.901 1,384,557 1,768,008 1884136 1,000,000 1,258,094 1,396,197 1377768
Clais service fee paisd Adl nas 327 982 123927 497 491 574,544 G12.319 641,430 739,044
Luoss contril service - 100,060 139,500 203,882 233817 254,729 276,029 271,628
Administrptive fees SO0 006 575,000 OR7.000 T62, 100 R4, 500 857,560 25,325 UB9 573
Regulatory nssessments and lees 24918 4319 85,838 121,554 13,707 163,687 234, 986 257,037
Cliimg servive/nssesanents weserve 60,765 7.9 10416 12,451 13,462 17,126 o607 0,007
Sality and seholarship granis - - - . - - - -
Lepal and schotarship wrants - -
Vruaimg expense . - - - .
Deprecislion exprense - - = - - - -
Maintenance conliagts - - - . - -
Dividends paid - " . = To 447 STHL0O0 150,000 1,250,000
Intersst relund . - . . - ’ - 2
Inlerest expense H92,1230 103,260 81,904 - - - -
Totul expensey LLT74061 10407908 12780777 12085517 10733492 12503075  [LIOBAI6 11,005,633
Chunge in net aszets belore
tangdees (1,a14.0m 4,250,947 3,333,488 3,305,634 8,144 274 3033604 4,129,555 6.406,129
nterfisnd wansfers L6UT286  (4144,806)  (00A4R)  (S.082,375)  (7700905)  (2AGTYR0)  (3S56.713)  (6,486050)
From MMA General Fuad - -
Net assels, eiiiling 83,076 URSE! 239,346 223,259 358,369 565,684 572,840 AR,G79
I8

Schielule 3
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MAINE MUNICIPAL ASSOCIATION
WORKERS COMPENSATION FUND
Cumulative Stutement of Revennes anil Expenses
For the period November {, 1978:through Deceniber 31, 2006

1995
Fund Year

1996
Fund Year

1997
Fond Year

1998
Furid Year

1999
Fund Yenr

2000
Fund Year

2001
ipnd Yenur

2002
Fund Year

Revemie,
Comubutions 13,726,365 0,210,964 7426059 0,724,762 6,563 966 7228092 RT7E1293 10,766 844
Less disconnts (1,425 5000 {(TUR Y72} (6297643 (5317309 (521,782) £596,6115) (703.678) €495, 300
Less loss conteol oredit & {3061 288) {169 007) L184.472) (206 437} {220,584) (333,227 (328,432)
Legs medical deductible eredil . . - (6,887 (6,230) _(0,725) (9,382 " {8,848)
Ned contnbutions 12,300,865 8,049,704 0,627 288 TGt a7 5,32‘},??]7 6,404 178 7735010 9,534 2064
lnvestimen! income 3203228 1675922 3,080,920 2,776 909 1,566,211 1,290,674 1,204 (49 1,005,906
Miscellmeous revenue Bid - - - - - -
Totil rovenie 15,504.907 11725626 9708208 8,778,582 7395730 1.694,852 #936059 10,540,170
Expesises: ]
Claims piid A 186,682 5153742 4535390 4,474,939 6,047,774 6,244 450 6,101 40v 7,467,624
Clasing reserve 224,360 196,532 174,179 245,644 948 776 672410 1329108 2,189,951
Subrogation ecovery (118034)  (226,673) {138,206 (124,623} {168 564) (311,999) (F6.279) €279,996)
Deductible recovery L (17,708} (11,120 (13,501} {10,608} (9,900) (11,059) [ ]
Ultimate claims loss 4291015 5,105,803 4,559,240 43582459 6,817,378 6.594.910 7,413,579 ¢368 299
Remsurance recovered - - {91,013 - (42,770 .
Refusurance recoverable mims'tmehl - . v (237 536) 27,799 (132,550} .
Supplemental benefits fund recovered - - (25.705) - {43,150 . . .
Suppl (al benefits fumd recoverable - - ] - - - - ] - -
Met yltimate claims loss 4293015 5,105,893 4442 4062 4,582.459 6493921 6,567,111 7.280,029 236829y
“Loss teseove discounting {4 871) (R A06) (11,014 (18,739 {65,770} (70,640) {147,959) {287,512)
Net ¢laims expense 4288144 56057 487 443,448 4,503,720 6,428,151 6,496,471 7,032.070 9080777
‘Remnsurance premimm 1,326,533 Q4G 462 842 497 508,299 474424 615280 472160 597 909
Claims service fee paid 728277 3,000 14,0150 15,500 1R 000 . - »
{.0s3 contiol service A 916 22,331 23246 26,224 28,378 58,855 50.07T0 47,723
Adininistintive fees 1610290 1 861,680 1952664 911,188 1878 403 | 86T 023 1930412 2286 467
Repulatory assessments and fees 291,756 253 870 177,267 208 260 1991699 197,308 A87.36 234,310
Claims service/assessments reserve 32,131 26,671 29547 44620 124 641 f14 810 196,313 284 321
Safety and scholarship grants . ' -
Legal and sehielaship pouts - - - - - - - -
Training expense. - B . E - - - ~
Depreciation expense 19 265 4,505 51,99 A5 9RY 41318 39992 IWGLS 47,130
Muintenance confracts - 1431 3 HSU 31245 6,392 T4 18405 21043
Dividends paid 2242014 1163116 A85.455 31572 362 B6D Jos 3z 185,394 198373
Inferest relumd - - - - - -
Ihterest expense - - - - - - - -
Tolil expenses 10,543,330 4,513,553 742,030 T7.670,628 4567 569 9965321 10,612,561 17,908 275
Cluinge in nel assets hefore
ransters 4,961,577 2,212,073 1,826,178 1,107,054 UV RIRy (2070471 (1673502)  (2,458.105)
Interfund fransters (4,545,840 1 06%.423 1272415 4,470,240 4489000 3607 867 3868722 31443939
From MMA Geoeral Fund - B 1 K SN 5 2 -
Net senets; ending 415,757 3,281,496 5,008,593 5,992,638 2,317,161 1,397,396 2,195,220 985,834
a9

Sehedule §
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATHON FUND
Cymulative Statemment of Revenues anid Expenses
Yor the perioi November 1, 1978 throngh December 31, 2006

Schedule 3

2003 2004 2005 2006 W ss W Training
Fund Year Fond Year  Pund Yeéar Vund Year Fuand Fuud Titnls
Reveinus
Confributions § 13,489 261 15,285,637 10,444 608 16,954,531 - . 275,255 16}
L discounts ' (LIS3.980)  (L394079)  (1539.835)  (1,616,544) - - {25,953 580
Teus loss control credit ¢ aal; (In2,445) (383,08%) (A84,305) - - {3,335.419)
Lews snedical deductble eredin (406l {11,235} (1.610) (8,434} - - (77.402)
Net contributions F1.895.051 13,517,888 14,50 1.4075 14,925 208 - - 245,888,842
Investaient imeome 614970 551,973 (17,956 441,133 - - 56,499 054
Miscellmeons revenuu - . - (1) - - 41,979
_ lerta] revenie 2,510,097 14,069 86} 15,129.031 15,366, 380 - 302,429 875
Expenses:
Claims prid G 884,799 a3 .517 528824 2853293 - - 165,800,818
Ulaims reserve 3,158,005 3431 813 ﬁ.l?.'r?ﬂ,i"ﬂ 7667390 - 27,195 282
Sulogatton eeovery (1140.566) 174,020 (48,152} (14,089 4 - (2,833,841}
Deductible recovery 9.027) (7 40 (12627 (6,164 - - (L19A457)
Ulltimate claims loss 9.uz4 111 Q459,901 12,255,739 10,500 410 2 B 190,644 802
Heinsurance recovered - - # = - = (11,177.953)
Reipsutance recoverable ndjustment {303 261 - - - - - (2,048,256)
Supplementy benefits fund rmeovered - - - . - - {68916}
Suppl 1 benefits fund recoverable - - - - - -
Net ullimate clainy luss W60 850 0659901 10,255,7%W 10,500,430 - - 176,649.677
Loss reserve dscounting (190, 288) (491 702) (711,680 (U7 815) {3,203.913)
Met claims expense 9,210,562 168,199 1 544 144 9512013 - - 173,445,764 -
Reiusiance pramiim 048,343 ST0 0y 537943 584,974 - 22,660,501
Clais service fee paid = . 3 - p - 7530 443
Lass vontrol service 104,303 29741 100,261 R2.,651 « 2,138,280
Aduninistrative foes ZAT303R 2,044 909 2,745,034 2,079,425 - - 34913 B0
Regulatery ngsessments amd fees 496 440 430 880 468,142 st 002 - 4,756,702
Clains Service/assessinents reserve 196912 454247 TI2982 {132,833 - - 39104591
Safety and scholashin grants = . 1,026,333 - 1,026,335
i.egal sd scholarship grants ~ - = 10,511 51
Training expense - - . - 4 47,943 47911
Deprecintion expense 50,0006 154841 w172 102,867 - . 142,996
Munlenanve conlmety /060 30948 83194 733N - 258,803
Phvidends paid a5y AUR .27 A8, 172 - - 9.16Y 840
Lutesest jelund . - . » . - 2,863,965
Interest expense T - - - . - 1,179,194
[ulnd exprenses 3,814,383 1223601 14,801,919 14,974,690 1,026,335 58024 204,650,047
Change in nel assets belore
tanstens {1,304 356) (153,740) 137482 191,661 (1,026,315 (58.424) 37,773,828
TntesFuned transfess 3486, 000 3,107 873 1697 059 3,121,273 1,533 805 100000 -
From MMA Cenaral Fungd . 2 - - - = Ald 444
Nelassets, ending b3 2,181,648 3,004,133 4,024,541 3,512,963 ~ B0TAT0 41,576 34,188,272
i
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MAINE MUNICIPAL ASSOCIATION Schedute 4
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2006

The analysis gives a summary of the income and expenses by fund year, along with comparntive
dam on patd claims and incurred clamms since inception of the Fund Year.

1997 1998 1999 2006 201
Requred contribution and investment mcome: )
Eamed s G 708 209 $.778 582 7395732 7,694,837 §,939.059
Coded . £42,497 508 299 474 434 613,289 472,360
Net earned 5865712 8270283 6921295 7.079.565 8.466.699
Linailocaled expenses 3 A 2,608,086 2,598,609 2,664,985 2,653,563 3,008,131
Bstimated incurred claims and expense, end of policy vear
Incurred 6930,818 6,180377 5,507.742 6179602 7,390,466
Net ineurred 6,930,818 6,180,377 5507742 . 6179602 7.2350,466
Paid claims (cumulative) as of
End of policy year 1.522.480 1,499 370 1685234 1,873,700 2218838
Ome vear later 2,480 061 2,616,541 2,947 430 3,731.3%9 4 033,906
Two vears later 2985677 3,243 287 4,006973 4,697,542 4,692,702
Three years laier 3AR2 115 3,620 890 A4.677433 53215,231 3315881
Four years later 3,620,624 4013225 4,970,990 L612268 5,659,455
Five years fajer 4013 950 4,007 062 5312359 3,766,146 6,161,809
Six vears later 4,105,047 4,193 849 5,661,112 6,244 452 =
Seven years later 4198025 4321952 6,047,774 -
Eight yers latar 4,438 627 4,474 638 - = .
Nins years later 4,535,391 - - - W
Ten years later - - - -
Reestirmated ozded claims and expense (91,013) . (323.45T) (27.799) (133,350}
Reestimatad tncurred claims and expense as af
End of policy vear 6,930,818 6,180,377 <.507.742 6,179,602 7,360 466
Ome year laer 3,000 270 4915253 5616297 6,862.389 7,809,051
Two years laler 4,798 645 5,075,135 3900271 6950313 7.050,606
Thoee years later 4638547 4741 715 6219413 6,450,285 6,995 595
Four yenss later 4342153 5,284,020 6,361,530 6,752,783 7,215,813
Five years lnter 4,535,104 5,005 260 6,812,567 6,474,223 7,413,579
Six yezars later 4442 699 4,690,726 6,860,771 6,594,911 -
Seven vears later - 4.501,660 4,615 853 6,774 228 - -
Eigm yeart luter 4,510,562 4,582,458 - - -
Nine years later 4.5331,476 - - - -
Ten vears later - - - -
Decrease in estimated incurred claims snd expense
from end of pulicy year $  (2397341)  (1.597,91%) 1266486 415309 23,113

3



MAINE MIUNICTPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Develop Infor
December 31, 2006

MMA_00018259

The analysis gives a summuary of the income and expenses by fund y
datz on paid claims and meurrsd clmms since mception of the Fund

002 200

2004 2005 2006
Required contribunon and investment income:
Eamed b 10,540,170 12,510,026 14,060 861 15,129,030 15,366,37
Ceded 597,909 648343 ST0.906 37943 SE1.074
Net eamed 9,942 261 11.861.683 13558952 14,591,087 14,781 404
Unallocated expenses 3.319.588 3935477 4.344 453 4719557 4,855,104
Esnimntadd incurred claums and expense, end of policy year:
Incurved E 053,009 8688209 9991 417 H4BR.115 9,512,614
Net inzurred 4,053.929 §.688.209 8991 417 S 4BR. 115 9512614
Paid claims {comulative) & of!
End of policy year 2,445,502 2,466,468 2932275 2,810,538 2,853 052
Omne year later 4,566 870 4 R0 401 5143377 5,28824] -
Two years Iater 6,115,433 §,844,.908 6,300,517 - -
Three years later 6,840 431 6,854,799 - & -
Four years hiter TA67 625 = ® < -
Five years later - “ 8 -
Six years later - - - - -
Seven years later - - - -
Eiphit years Jater = .
Mine years latar - - -
Ten vears later - - -
Reestimated ceded clarms and expense - (303.267) -
Resstimated inowrsd clums and expense as of:
End of policy vear 8,053,929 8,6BE 209 10,888 106 10,292,397 10,500 429
One year laler 8148115 E900.125 16,121,585 10,255,739 -
‘Twp years fater 9452075 9312529 9,659 941 -
Three years Tafer G021 400 6924 111 - ~
Four years later 4,568,300 - - - =
Five yesrs inter - - - - -
Six veurs Inter - - -
Seven vears later ~ - - -
Etght vears laler - - -
Nine years later - - - - -
Ten years later - - a -
Decrease in estimuted incurred claims and expense
$ 1,314,371 1,235,902 (1,228.205) {136,658) -

from end of pulicy year

a3
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Certified Public Accountants and Business Consultants

Independent Auditor’s Report

The Board of Trustees
Maine Municipal Association
Workers® Compensation Fund

We have audited the accompanying statements of net assets of Maine Municipal Association Workers’
Compensation Fund as of December 31, 2007 and 2006, and the related statements of revenue and
expenses, changes in net assets, and cash flows for the years then ended. These financial statements are

the responsibility of the Fund’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. 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 includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Maine Municipal Association Workers’ Compensation Fund as of December 31,
2007 and 2006 and the results of its operations, changes in its net assets and its cash flows for the years
then ended in conformity with U.S. generally accepted accounting principles.

The management discussion and analysis, as listed in the table of contents, is not a required part of the
financial statements but is supplementary information required by the U.S. generally accepted accounting
principles. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the basic financial statements taken as
a whole. The additional information presented in schedules 1 through 4 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in our audits of the basic financial statements and, in our

opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

March 27, 2008
South Portland, Maine
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis
Year ended 2007

This section of the Maine Municipal Association Workers’ Compensation Fund (the Fund) annual financial
report sets forth a narrative overview of its financial activities for the year ended December 31, 2007. Please
read it in conjunction with the Fund’s financial statements and accompanying notes.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January I through December 31. The annual financial report consists of four parts:

e Management Discussion and Analysis

e Basic Financial Statements

e Notes to Financial Statements

e Supplementary Information (Schedules)

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Basic Financial Statements include: Statements of Net Assets; Statements of Revenue and Expenses;
Statements of Changes in Net Assets; and Statements of Cash Flows.

These statements present the Fund’s status at December 31, 2007 and financial developments during fiscal year
2007 for all fund years combined.

Notes to Financial Statements provide explanations of the accounting principles followed and of key items in
the statements.

Supplemental Schedules include analyses of Fund assets and revenues and expenses by fund year, and a history
of claims development for the past ten years.

FINANCIAL HIGHLIGHTS

For all fund years combined, developments in calendar year 2007 included:

e Net assets at December 31, 2007 were $40,827,885, an increase of 6.9% versus the prior year.
e Cash and investments totaled $68,170,645, an increase of 7.9%.

e Revenues in 2007 totaled $20,300,686, an increase of 12.6%.

e Expenses in 2007 totaled $17,661,073, an increase of 11.7%.
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND

Management Discussion and Analysis, Continued

FINANCIAL ANALYSIS

The following table sumimarizes the Statements of Net Assets:

ASSETS

Current Assets
Capital Assets

T otal Assets
LIABILITIES

Net Reserves - Claims, Service & Assessments

Other Liabilities
Total Liabilities
NET ASSETS

Statutory Reserves

Board Designated Reserves

Net Investment in Capital Assets
Contingency Reserve

Total Net Assets

The following table summarizes the Statements of Revenue and Expenses during calendar years 2007 and 2006

for all fund years combined.

REVENUES

Member Contributions
Investment and Other Revenues

Total Revenues

EXPENSES

Net Claims Expense
Reinsurance Premium

Safety Scholarship and Grants
Other Expenses

Total Expenses

CHANGE IN NET ASSETS

12/31/07 12/31/06
68,921,025 63,859,810
182,118 233,419
69,103,143 64,093,229
28,275,258 28,854,105
; 50,852
28,275,258 28,904,957
1,919,383 1,647,527
2,777,731 2,316,820
182,118 233,419
35,948,653 33,990,506
40,827,885 38,188,272

12/31/07 12/31/06
15,645,253 15,218,607
4,655,433 2,811,710
20,300,686 18,030,317
11,677,564 10,586,636
606,908 584,974
203,513 202,992
5,173,088 4,431,831
17,661,073 15,806,433
2,639,613 2,223,884
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continued

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2007

The following table compares ultimate results for the 2007 fund year as projected at December 31, 2007 with the

original budget. Investment income and net claims expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS
REVENUES
Member Contributions 15,401,969 15,315,678
Investment and Other Revenues 1,968,647 1,706,653
Total Revenues 17,370,616 17,022,331
EXPENSES
Net Claims Expense @95% Confidence Level 14,866,604 12,870,683
Reinsurance Premium 602,597 606,908
Provision for Member Dividends 500,000 500,000
Other Expenses 5,116,984 5,451,343
Total Expenses 21,086,185 19,428,934
TRANSFER TO (FROM) CONTINGENCY RESERVE (3,715,569) (2,406,603)

The major projected variances in the 2007 fund year were the decrease in investment and other revenues (13.3%)
and the decrease in net claims expense (13.4%). Net claims expense at the 95% confidence level includes claims
payments, reserves on open claims, actuarial estimates of claims development in the future (IBNR), a statutorily
required reserve to fund claims to the 75% confidence level, and an additional reserve recommended by the
actuary to fund claims to the 95% confidence level in accordance with Fund policy.

In the preceding table, Investment Income includes the actuary’s projection of future earnings, which
are shown as an offset to claims expense (loss fund discount) in the financial statements. The
provision for member dividends is included in the projection, although it will not be reflected in the
financial statements until the dividend has been formally declared by the Board of Trustees. This
presentation is used herein to conform to the Workers’ Compensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2007

At December 31, 2007, the Fund’s net assets totaled $40,827,885, an increase of $2,639,613 (6.9%) versus the
prior year.
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2007 the Fund had capital assets of $547,239, net of accumulated depreciation of $365,121, for
a net capital asset balance of $182,118. These assets are the Fund’s investment in a claims and underwriting

system jointly owned with the MMA Property & Casualty Pool, less accumulated depreciation. The Fund had no
long-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND'’S FINANCIAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies that are expected to significantly impact on
the Fund’s financial position in the future.

REQUEST FOR INFORMATION

This financial report is designed to provide our members, customers, investors and creditors with a general
overview of the Fund’s finances and to show the Fund’s accountability for the money it receives. If you have any
questions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
(207) 623-8428.
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WORKERS' COMPENSATION FUND

Statements of Net Assets
(All Fund Years)
December 31,2007 and 2006

MMA_00018267

Statement 1

2007 2006
ASSETS
Current assets:
Cash and cash equivalents $ 9,482,574 4,339,793
U.S. Government and agency securities 58,688,071 58,827,750
Accounts receivable 52,112 21,756
Accrued interest receivable 665,663 625,615
Prepaid expenses 32,605 44,896
Total current assets 68,921,025 63,859,810
Capital assets:
Computer equipment and software 547,239 495,936
Less accumulated depreciation (365,121) (262,517)
Net capital assets 182,118 233,419
Total assets b 69,103,143 64,093,229
LIABILITIES
Liabilities:
Accounts payable - 49,231
Deferred revenue - 1,621
Claims loss reserves:
Claims reserve 29,609,402 27,795,282
Reinsurance recoverable (2,254,263)  (2,648,257)
Loss reserve discounting (3,487,566) (3,203,913)
Net claims loss reserves 23,867,573 21,943,112
Claim service/assessments reserve 4,407,685 3,910,993
Total liabilities $ 28,275,258 25,904,957
NET ASSETS
Invested in capital assets, net of related debt 182,118 233,419
Reserve for statutory funding 1,919,383 1,647,527
Unrestricted:
Board designated 2,777,731 2,316,820
Contingency reserve 35,948,653 33,990,506
Total net assets $ 40,827,885 38,188,272

See accompanying notes to financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses

(All Fund Years)

For the Years Ended December 31, 2007 and 2006

Statement 2

2007 2006
Revenue:
Contributions h 17,730,206 17,247,890
Less discounts (1,681,943)  (1,636,544)
Less loss control credit (394,652) (384,305)
Less medical deductible credit (8,358) (8,434)
Net contributions 15,645,253 15,218,607
Investment income 4,655,433 2,811,710
Total revenue 20,300,686 18,030,317
Expenses:
Claims paid 10,235,523 10,173,792
Claims reserve - current year adjustment 1,814,120 1,161,326
Subrogation recovery (229,281) (376,039)
Deductible recovery (10,556) (12,966)
Supplemental benefits fund recovered (21,000) -
Ultimate claims loss 11,788,806 10,946,113
Reinsurance recovered (221,583) (122,254)
Reinsurance recoverable adjustment 393,994 242,504
Supplemental benefits fund recovered - (103,950)
Net ultimate claims loss 11,961,217 10,962,413
Loss reserve discounting - current year adjustment (283,653) (375,777)
Net claims expense 11,677,564 10,586,636
Reinsurance premium 606,908 584,974
Professional service 129,664 82,651
Administrative fees 3,176,335 2,854,962
Regulatory assessments and fees 647,945 506,002
Claims service/assessments reserve 496,692 313,854
Safety and scholarship grants 203,513 202,992
Legal and consultant fees 13,137 -
Training expense 32,500 -
Depreciation expense 102,604 102,867
Maintenance contracts 76,232 73,323
Dividends paid 497,979 498,172
Total expenses 17,661,073 15,806,433
Change in net assets 3 2,639,613 2,223,884

See accompanying notes to financial statements.
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Statement 3
MAINE MUNICIPAL ASSOCIATION
WORKERS’' COMPENSATION FUND
Statements of Changes in Net Assets
(All Fund Years)
For the Years Ended December 31, 2007 and 2006
Invested Reserve for Board Total
in capital  statutory designated Contingency net
assets funding reserve reserve assets
Net assets at December 31, 2005 $ 318,173 1,378,297 2,108,815 32,159,103 35,964,388
Change in net assets (84,754) 269,230 208,005 1,831,403 2,223,884
Net assets at December 31, 2006 233,419 1,647,527 2,316,820 33,990,506 38,188,272
Change in net assets (51,301) 271,856 460,911 1,958,147 2,639,613
Net assets at December 31, 2007 S 182,118 1,919,383 2,777,731 35,948,653 40,827,885

See accompanying notes to financial statements.
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Statement 4
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows
For the Years Ended December 31, 2007 and 2006
2007 2006
Cash flows from operating activities:
Receipts from net contributions $ 15,613,276 15,199,182
Receipts from investment income 4,615,385 2,785,282
Payments for net claims (9,753,103) (9,558,583)
Payments for reinsurance premium (606,908) (584,974)
Payments for professional service (129,664) (82,651)
Payments for legal and consultant fees (13,137) -
Payments for administrative fees (3,225,566) (2,861,198)
Payments for regulatory assessment and fees (647,945) (506,002)
Payments for safety and scholarship grants (203,513) (202,992)
Payments for training fees (32,500) -
Payments for maintenance contracts (63,941) (88,609)
Payments for dividends paid (497,979) (498,172)
Net cash provided by operating activities 5,054,405 3,601,283
Cash flows from capital and related financing activities:
Net purchases of computer equipment (51,303) (18,113)
Net cash used in capital and related financing activities (51,303) (18,113)
Cash flows from investing activities:
Net proceeds (purchase) of investments 139,679 (2,106,372)
Net cash provided by (used in) investing activities 139,679 (2,106,372)
Increase in cash 5,142,781 1,476,798
Cash, beginning of year 4,339,793 2,862,995
Cash, end of year $ 9,482,574 4,339,793

Reconciliation of change in net assets
to net cash provided by operating activities:
Change in net assets b 2,639,613 2,223,884
Adjustments to reconcile change in net assets to
net cash provided by operating activities:

Depreciation expense 102,604 102,867
(Increase) decrease in assets:
Accounts receivable (30,356) (21,046)
Accrued interest receivable (40,048) (26,428)
Prepaid expenses 12,291 (15,286)
Increase (decrease) in liabilities:
Accounts payable (49,231) (6,236)
Deferred revenue (1,621) 1,621
Net claims loss reserve 1,924,461 1,028,053
Claim service/assessments reserve 496,692 313,854
Net cash provided by operating activities $ 5,054,405 3,601,283

Non-cash activities:
Net appreciation (depreciation) in fair value of investments 3 1,733,210 178,136

8 See accompanying notes lo financial stalements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund”) was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2007 and 2006, respectively, there were 595 and 593 governmental entities that
participated in the Fund. Participants share risk in proportion to their contributions. The Fund is administered by
Maine Municipal Association for which a management fee is assessed and included in expenses. These financial
statements include only the accounts of the Maine Municipal Association Workers' Compensation Fund. The
Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250.

Tax Exempt Status - The Fund was established and is administered by the Maine Municipal Association, a tax-
exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established to cover potential claims incurred and other expenses in
that specific period. The accompanying financial statements reflect the combined financial position, results of

operations and cash flows of the fund for all fund years. The operations for each fund year are accounted for by
providing a separate set of self-balancing accounts which comprise its assets, liabilities, net assets, revenues, and
expenses. In addition to the fund year operations, the Board established two additional funds, as detailed below:

o Safety and Scholarship Fund (“WC SS Fund”) - The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis intervention
program. In 1999, the Board of Trustees established a Safety and Scholarship Fund by transferring

$500,000 fromn the Contingency Reserve. An additional $433,805 was transferred in 2004 and $600,000
in 2006.

e Safety Training Fund (“WC Training Fund”) - The purpose of this fund is to provide members
specialized safety training beyond the on-going loss control program. In 2005, the Board of Trustees

established a training fund by transferring $100,000 from the Contingency Reserve. An additional
$135,000 was transferred in 2007.

Basis of Accounting - The Fund maintained its books of accounts and prepared its financial statements on the
accrual basis.

The Fund follows the applicable provisions of Government Accounting Standards Board’s (GASB), U.S.
generally accepted accounting principles (GAAP) for state and local governments through its pronouncements
(Statements and Interpretations). Additionally, the Fund follows the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict

with or contradict GASB pronouncements. The Fund has elected not to follow subsequent private-sector
guidance.

Contributions are recognized as revenue over the contract period for which risk protection is provided which
corresponds to a fund year. A liability for unpaid claims, including estimated claims incurred but not reported, is

accrued when insured events occur. Anticipated investment income is considered in determining whether a
contribution deficiency exists.

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents. Amounts in the mutual fund investment sweep and the money
market mutual fund are indirectly invested in U.S. government obligations.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Investments - All investments are carried at fair value, based on quoted market prices, in a single pooled
investment account for all of the Workers® Compensation fund years. The Fund’s investments consist of U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2007 and 2006 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompanying statements of
changes in net assets. The estimated fair value ainounts have been determined by quoted market prices. Each

fund year's portion of principal, interest, capital gains and losses is determined by its cash and investments in the
pooled investments.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2007 and 2006.

Capital Assets - The cost of computer hardware and software is depreciated on a straight-line basis over the
estimated useful lives of three to five years.

Claims Loss Reserves - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined by
an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of settling this
liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any adjustments

resulting from the settlement of losses will be reflected in the statements of revenue and expenses at the time the
adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve is actuarially determined and
consists of estimates for (1) future claims services and (2) future assessments by the State of Maine in connection
with claims originating in fund years through 2007. Management believes that the reserves are adequate, but the
ultimate net cost of settling this liability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured losses as
liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums ceded to reinsurers
during 2007 and 2006 were $606,908 and $584,974, respectively. The amounts deducted from claims liabilities
as of December 31, 2007 and 2006 for reinsurance recoveries were $2,254,263 and $2,648,257, respectively.

Contributions - Member contributions are based on the standard premium workers’ compensation rates similar
to an insured plan. Various premium discounts and credits are given to members. The contributions for 2007
have not been fully determined; the current premiums are based on estimated payrolls. Audits are conducted
during each succeeding year to adjust for actual payroll expenses incurred by the members.

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. Significant estimates utilized in the preparation of the financial statements include claims loss
reserves and the claims service/assessments reserve.

10
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS

Deposits

Cash and cash equivalents are composed of cash management accounts (CMA) and money market instruments,
and consisted of the following at December 31:

2007 2006

CMA - deposit account $ 87 1,546
CMA - mutual fund investment sweep 663,445 236,394
Money market mutual fund 8.819,042 4,101,853
Totals $9.482,574 4.339.793

CMA - deposit account balances of $87 and $1,546 at December 31, 2007 and 2006, respectively, consist of
checks deposited which are not yet available for transfer.

Depository and mutual fund sweep accounts are pooled accounts containing assets of the General Fund, Special
Funds, Workers’ Compensation Fund, Unemployment Compensation Fund, Public Officials Liability Fund and
Property & Casualty Pool. Only the assets belonging to the Workers” Compensation Fund are included in these
financial statements. The money market mutual fund is held in a separate Trust solely for the Workers’
Compensation Fund.

Custodial Credit Risk-Fund Deposits: Custodial credit risk is the risk that in the event of a bank failure, the
Fund’s deposits in excess of the FDIC insured limit may not be recoverable. The Fund addresses this risk by
minimizing balances in bank accounts. Checking accounts are on a zero balance basis and collected funds are
transferred from the CMA - deposit account on a daily basis either to the checking accounts to cover checks
presented for payment or to a money market fund outside of the bank. Funds in the CMA - deposit account are
insured by the FDIC up to $100,000. Any balance in this account in excess of the $100,000 FDIC insured limit is
considered uninsured and uncollateralized and subject to custodial credit risk. The CMA-mutual fund investment
sweep and the money market mutual fund are mutual funds outside the bank, invested in short term government
securities. These funds are uninsured and uncollateralized, and subject to custodial credit risk. '

Investments

At December 31, 2007, the Fund had the following investments and maturities:

<1 year 1 to 5 years 5 + years
Investment types: Fair Value to Maturity to Maturity to Maturity
U.S. government obligations $ 58,688,071 17,096,686 41,591,385 -

Totals $ 58,688,071 17,096,686 41,591,385 :

11



MMA_00018274

MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

At December 31, 2006, the Fund had the following investments and maturities:

<1 year 1 to 5 years 5 + years
Investment types: Fair Value to Maturity to Maturity to Maturity
U.S. government obligations  § 58,827,750 14,403,275 44,424 475 -
Totals $ 58,827,750 14,403,275 44,424,475 -

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. The Fund’s investment policy requires that, to the extent possible, the Fund attempts to match
investments with anticipated cash requirements. Purchases of securities are guided by the need to provide
flexibility in the portfolio to meet expected cash flows, with a prudent margin for the unexpected, for the next
five years. Further, to obtain the highest yield available within the context of the asset allocation target levels
noted below. Maturities may extend to a maximum of five years, based on a projected cash requirement and
available yields. Liquidity risk, as defined by the Fund’s investment policy, is the risk that funds may not be
available as needed, or may be available only by liquidating investments with a resultant capital loss. The Fund’s
investment policy requires that investment maturities be timed to meet projected cash flow requirements, with a
margin for the unexpected. The maximum maturity permitted under Board policy in 2007 and 2006 was 5 years.

Credit Risk: Credit risk is the risk that the entity in which the fund has invested may be unable to redeem
investments when they mature. The Fund’s investment policy limits investments to entities that have high ratings
by recognized rating agencies. Management monitors the ratings of entities in which it has invested and would
sell investments should a significant rating decline occur. No such issues were noted in 2007 or 2006, and the
Fund had no investments in corporate stocks or bonds as of December 31, 2007 and 2006.

Custodial Credit Risk-Fund Investments: For investments, custodial credit risk is the risk that, in the event of
failure of the counterparty, the Fund will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. The Fund addresses this risk by having the custodian hold

investments to the Fund’s benefit, by maintaining high quality standards for the entities in which it invests and by
monitoring the ratings of entities in which it has invested.

Concentration of Credit Risk: It is the Fund’s policy to diversify its investments by security type to mitigate
concentration risk. 2007 and 2006 asset allocation targets were, as follows: money market funds: 10%, U.S.
government securities: 85%, and corporate bonds: 5%. Actual levels vary over the course of the year, and may
be adjusted by management based on changing economic conditions.

NET APPRECIATION (DEPRECIATION) IN FAIR VALUE OF INVESTMENTS

Net depreciation in fair value during the years ended December 31, 2007 and 2006 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses.

2007 2006
U.S. Government and agency securities $1.,733,210 178.136
Totals $1.733.210 178.136
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2007, are developed from an actuarially determined
loss analysis and are as follows:

Reserve based Net Actuarially
on known Actuarial Total paid determined
Fund Year claims reserves reserves claims ultimate claims
1978-1979 § - - - 719,076 719,076
1979-1980 - - - 2,532,544 2,532,544
1980-1981 - - - 3,327,467 3,327,467
1981-1982 - - - 2,957,391 2,957,391
1982-1983 - - - 3,977,589 3,977,589
1983-1984 - - - 5,077,576 5,077,576
1985 435,593 36,996 472,589 7,110,467 7,583,056
1986 113,700 35,603 149,303 7,119,653 7,268,956
1987 593,221 1,799 595,020 8,692,705 9,287,725
1988 43,327 13,567 56,894 7,938,089 7,994,983
1989 119,136 37,305 156,441 9,539,648 9,696,089
1990 600 188 788 8,655,113 8,655,901
1991 29,784 9,326 39,110 7,926,913 7,966,023
1992 54,412 20,096 74,508 8,862,196 8,936,704
1993 356,409 46,392 402,801 9,228,676 9,631,477
1994 50,594 116,296 166,890 5,952,802 6,119,692
1995 86,221 60,368 146,589 4,157,345 4,303,934
1996 69,460 175,958 245,418 4,914,530 5,159,948
1997 187,982 79,898 267,880 4,456,297 4,724,177
1998 65,324 254,610 319,934 4,386,466 4,706,400
1999 297,353 282,439 579,792 6,072,220 6,652,012
2000 571,619 376,325 947,944 6,019,541 6,967,485
2001 573,093 496,703 1,069,796 6,515,785 7,585,581
2002 1,205,281 981,059 2,186,340 8,031,416 10,217,756
2003 1,783,599 989,841 2,773,440 7,380,724 10,154,164
2004 1,702,167 1,266,453 2,968,620 6,916,684 9,885,304
2005 1,217,731 2,524,226 3,741,957 6,162,553 9,904,510
2006 2,031,052 2,236,560 4,267,612 4,581,256 8,848,868
2007 3,804,712 4,175,024 7,979,736 3,542,567 11,522,303

Totals $ 15392370 14,217,032 29,609,402 172,755,289 202,364,691
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Statement 1 include an offset recommended by the independent
actuary for loss reserve discounting. This offset provides for discounting the claims loss reserves by 5.0% based
on the payout patterns recorded over the Fund’s history. This reserve anticipates the accrual of conservatively
projected investment income over the life of each fund. This adjustment conforms with the funding requirements
of the State of Maine Bureau of Insurance.

Each fund has entered into specific reinsurance contracts for individual claims as noted below. Aggregate
reinsurance contracts covering total claims paid have been purchased for each year, except 1991-1993 and
2004-2006, in which there was no coverage. The limits for the specific reinsurance for individual claims are as
follows:

Specific Reinsurance

Fund year Attachment
Maritime/
Regular USL&H
1978-1979 to 1983-1984 $ 250,000 -
1985 to 1990 350,000 -
1991 to 1997 400,000 -
1998 to 2000 350,000 400,000
2001 to 2002 400,000 - 400,000
2003 500,000 500,000
2004 to 2007 1,000,000 -
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WORKERS’ COMPENSATION FUND

Notes to Financial Statements, Continued

MMA_00018277

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The aggregate reinsurance limits are listed below along with the total amounts recoverable from both the specific
and aggregate reinsurance policies based on the actuarially determined ultimate losses as follows:

Actuarially Ultimate Ultimate Ultimate Ultimate
determined specific losses, net Aggregate aggregate TOTAL
ultimate reinsurance of specific reinsurance reinsurance  reinsurance
Fund Year losses recoverable recovery attachment recoverable  recoverable
1978-1979 § 719,076 - 719,076 1,000,000 - -
1979-1980 2,532,544 128,876 2,403,668 1,647,659 756,009 884,885
1980-1981 3,327,467 380,643 2,946,824 1,896,317 1,050,507 1,431,150
1981-1982 2,957,391 62,621 2,894,770 2,756,247 138,523 201,144
1982-1983 3,977,589 433,044 3,544,545 2,987,190 557,355 990,399
1983-1984 5,077,576 273,943 4,803,633 3,379,864 1,423,769 1,697,712
1985 7,583,056 697,693 6,885,363 3,913,707 2,971,656 3,609,349
1986 7,268,956 - 7,268,956 4,923,804 2,345,152 2,345,152
1987 9,287,725 727,622 8,560,103 9,280,199 - 727,622
1988 7,994,983 149,907 7,845,076 11,524,021 - 149,907
1989 9,696,089 - 9,696,089 12,871,277 - -
1990 8,655,901 45,416 8,610,485 14,547,254 45,416
1991 7,966,023 - 7,966,023 - - -
1992 8,936,704 145,143 8,791,561 - - 145,143
1993 9,631,477 856,889 8,774,588 - - 856,889
1994 6,119,692 - 6,119,692 13,858,008 - -
1995 4,303,934 - 4,303,934 13,406,985 - -
1996 5,159,948 - 5,159,948 11,636,779 - -
1997 4,724,177 91,013 4,633,164 12,000,000 - 91,013
1998 4,706,400 - 4,706,400 7,894,675 - -
1999 6,652,012 42,769 6,609,243 8,595,625 - 42,769
2000 6,967,485 32,887 6,934,598 9,733,330 - 32,887
2001 7,585,581 139,097 7,446,484 10,711,749 - 139,097
2002 10,217,756 - 10,217,756 11,329,907 - -
2003 10,154,164 303,261 9,850,903 12,156,437 - 303,261
2004 9,885,304 - 9,885,304 - - -
2005 9,904,510 - 9,904,510 - - -
2006 8,848,868 - 8,848,868 - - -
2007 11,522,303 - 11,522,303 - - -
Totals  $ 202,364,691 4,510,824 197,853,867 182,051,034 9,242,971 13,753,795
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

AM. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The
2006 A. M. Best rating for each company is also listed.

Type of A. M. Best Fin size
Fund year Reinsurance carrier coverage rating category

1978-79 to 1979-80 International Insurance Co. (ISLIC) Specific (not rated) {(not rated)
1980-81 to 1981-82 United States Fire Insurance Co. Specific A- (Excellent) X
1982-83 to 1983-84 General Accident Ins. Co. of Amer. Specific A- (Excellent) VI
1978-79 to 1983-84 Employers Reinsurance Corp. Specific and

Aggregate A+ (Superior) XV
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess

Apggregate (not rated) (not rated)
1985 to 1990 General Reinsurance Corp. Specific and

Aggregate A++ (Superior) XV
1985 to 1986 Royal Insurance Company Excess

Specific B (Fair) X
1991 General Reinsurance Corp. Specific A++ (Superior) XV
1992 to 1993 Odyssey America Reinsurance Corp  Specific A (Excellent) XV

(formerly TIG Reinsurance Company)
1994 to 1995 Travelers Specific and
(formerly Aetna Casualty & Surety)  Aggregate A+ (Superior) XV

1996 to 2004 Safety National Casualty Corp. Specific and

Aggregate A (Excellent) X
2005 to 2007 Safety National Casualty Corp. Specific A (Excellent) X
UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents changes
in these aggregate liabilities as of December 31:

2007 2006
Claims loss and claims service reserves at beginning of year $ 25,904,957 24.512.198
Incurred claims and claims service reserve expenses:
Provision for insured events of the current year 11,784,107 10,665,701
Increases in provision for insured events of prior years 821,717 900.850
Total insured claims and claims service
Teserve exXpenses 12,605,824 11,566,551
Payments:
Claims attributable to insured events of the current year 3,555,443 2,853,292
Claims attributable to insured events of prior years 6.680.080 7.320,500
Total payments 10,235.523 10,173,792
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

EXPENSES

Reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the initial fiscal

year of each Fund for all of the services expected to arise out of that Fund. Changes in these expenses are treated
as current income or expense.

INTERFUND TRANSFERS

In order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Transfers affected during 2007 are shown within Schedule 2. The net of all transfers made
between Workers' Compensation Funds since inception is reflected in Schedule 3.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated into four components.

Amounts invested in capital assets, net of debt and depreciation, represent the Fund’s equity in claims and
underwriting software held jointly with the MMA Property and Casualty Fund. As of December 31, 2007 and
2006, invested in capital assets, net of related debt and depreciation, totaled $182,118 and $233,419, respectively.

The amount restricted for statutory funding is calculated by an independent actuary to a 75% confidence level
based on the loss development variations experienced by the Maine Municipal Association's Workers'
Compensation Fund over its history. The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessments reserve will be adequate to that confidence level to cover variations in the claims loss
reserve development. This adjustment also conforms with the funding requirements of the State of Maine Bureau

of Insurance. As of December 31, 2007 and 2006, the reserve for statutory funding totaled $1,919,383 and
$1,647,5277, respectively.

The Board designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2007 and 2006, the
Board designated reserve totaled $2,777,731 and $2,316,820, respectively.

The contingency reserve represents accumulated funding in excess of the amounts invested in capital assets, the
statutory requirements and the board designated reserves. The Workers' Compensation Fund Trustees have
established this reserve to be held for the future financial stability of the Fund. As of December 31, 2007 and
2006, the contingency reserve totaled $35,948,653 and $33,990,506, respectively.

CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third parties to settle claims liabilities. These liabilities have
been removed from the statements of net assets. The annuities have been purchased from highly rated insurance
companies and management believes that the likelihood that the Fund will be required to make future payments

on the claims is remote. The aggregate original purchase amount of such annuities at December 31, 2007 and
2006 totaled $8,524,041 and $8,350,683, respectively.
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MAINE MUNICIPAL ASSOCIATION
WORKERS? COMPENSATION FUND
Notes to Financial Statements, Continued

TERMINATED MEMBER’S RESERVE

Section IIIE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for their
proportionate share of the incremental difference between funding at the 90™ confidence level and the 95
confidence level. The Rule further states that the group must increase its security by such sums.

At December 31, 2007, the Fund maintained security for all fund years at or above the 95 confidence Jevel.
Therefore, all departed members have met their obligation to fund exposures to the 95™ confidence level and no
additional security is required.
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MAINE MUNICIPAL ASSOCIATION Schedule 1
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2007
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988
Fund Year Fund Year Fund Year Fund Year Fund Year  Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents $ 3,738 3,738 3,796 3,740 3,711 3,739 25,378 17,855 20,572 18,103
[nvestments:
U.S. Government and agency securities 23,133 23,133 23,492 23,149 22,970 23,133 157,067 110,507 127,322 112,043
Total investments 23,133 23,133 23,492 23,149 22,970 23,133 157,067 110,507 127,322 112,043
Accounts receivable - - - - - - - - - -
Accrued interest receivable 262 262 266 263 261 262 1,781 1,253 1,444 1,271
Prepaid expenses - - - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - - - -
Less accumulated depreciation - - - - - - - - - -
Net capital assets - - - - - - - - - -
Total assets $ 27,133 27,133 27,554 27,152 26,942 27,134 184,226 129,615 149,338 131,417
LIABILITIES
Liabilities:
Accounts payable - - - - - - - - - -
Deferred revenue - - - - - - - - - -
Claims loss reserves:
Claims reserve - - - - - - 472,589 149,303 595,020 56,894
Reinsurance recoverable - - - - - - (486,404) (159,706) (615,742) -
Loss reserve discounting - - - - - - - - (83) (623)
Net claims loss reserves - - - - - - (13,815) (10,403) (20,805) 56,271
Claims service/assessments reserve - - - - - - 57,425 21,173 67,488 8,299
Net claims loss reserves - - - - - - 43,610 10,770 46,683 64,570
Total liabilities - - - - - - 43,610 10,770 46,683 64,570
NET ASSETS
Invested in capital assets, net of related debt - - - - - - - - - -
Reserve for statutory funding - - - - - - - - 573 4,501 g
Unrestricted:
Board designated - - - - - - - - 884 6,484 g
Contingency reserve 27,133 27,133 27,554 27,152 26,942 27,134 140,616 118,845 101,198 55,862
Total net assets $ 27,133 27,133 27,554 27,152 26,942 27,134 140,616 118,845 102,655 66.847I P
o
o
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MAINE MUNICIPAL ASSOCIATION Schedule 1
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2007
1989 1990 1991 1992 1993 1994 1995 1996
Fund Year  Fund Year  Fund Year  Fund Year  Fund Year Fund Year  Fund Year  Fund Year
ASSETS
Cash and cash equivalents 28,278 9,934 44,539 66,617 36,314 79,189 78,066 369,894
Investments:
U.S. Government and agency securities 175,014 61,481 275,653 412,293 224,753 490,104 483,157 2,289,290
Total investments 175,014 61,481 275,653 412,293 224,753 490,104 483,157 2,289,290
Accounts receivable - - - - - - - -
Accrued interest receivable 1,985 697 3,127 4,676 2,549 5,559 5,480 25,966
Prepaid expenses - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - -
Less accumulated depreciation - - - - - - - -
Net capital assets - - - - - - - -
Total assets 205,277 72,112 323,319 483,586 263,616 574,852 566,703 2,685,150
LIABILITIES
Liabilities:
Accounts payable - - - - - - - -
Deferred revenue - - - - - - - -
Claims loss reserves:
Claims reserve 156,441 788 39,110 74,508 402,801 166,890 146,589 245,418
Reinsurance recoverable - - - - (655,405) - - -
Loss reserve discounting (1,712) 9) (428) (815) (2,184) (1,826) (1,604) (5,328)
Net claims loss reserves 154,729 779 38,682 73,693 (254,788) 165,064 144,985 240,090
Claims service/assessments reserve 23,297 2,911 9,427 9,845 109,339 22,292 28,585 31,638
Net claims loss reserves 178,026 3,690 48,109 83,538 (145,449) 187,356 173,570 271,728
Total liabilities 178,026 3,690 48,109 83,538 (145,449) 187,356 173,570 271,728
NET ASSETS
Invested in capital assets, net of related debt - - - - - - - -
Reserve for statutory funding 13,051 66 3,235 6,105 15,868 13,534 11,514 19,277
Unrestricted:
Board designated 17,155 86 4,316 8,281 21,695 18,689 16,790 27,393
Contingency reserve (2,955) 68,270 267,659 385,662 371,502 355,273 364,829 2,366,552
Total net assets 27,251 68,422 275,210 400,048 409,065 387,496 393,133 2,413,422
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MAINE MUNICIPAL ASSOCIATION Schedule 1
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31,2007
1997 1998 1999 2000 2001 2002 2003 2004
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents 621,933 796,991 420,915 323,526 465,211 344,409 655,694 846,302
Investments:
U.S. Government and agency securities 3,849,175 4,932,614 2,605,063 2,002,315 2,879,209 2,131,564 4,058,116 5,237,800
Total investments 3,849,175 4,932,614 2,605,063 2,002,315 2,879,209 2,131,564 4,058,116 5,237,800
Accounts receivable - - - - - - - -
Accrued interest receivable 43,660 55,948 29,548 22,711 32,657 24,177 46,029 59,409
Prepaid expenses - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - -
Less accumulated depreciation - - - - - - - -
Net capital assets - - - - - - - -
Total assets 4,514,768 5,785,553 3,055,526 2,348,552 3,377,077 2,500,150 4,759,839 6,143,511
LIABILITIES
Liabilities:
Accounts payable - - - - - - - -
Deferred revenue - - - - - - - -
Claims loss reserves:
Claims reserve 267,880 319,934 579,792 947,944 1,069,796 2,186,340 2,773,440 2,968,620
Reinsurance recoverable - - - (32,887) (858) - (303,261) -
Loss reserve discounting (11,458) (20,230) (45,723) (85,347) (113,557) (253,605) (308,104) (395,461)
Net claims Joss reserves 256,422 299,704 534,069 829,710 955,381 1,932,735 2,162,075 2,573,159
Claims service/assessments reserve 41,087 40,852 90,066 121,811 181,728 334,460 351,565 388,148
Net claims loss reserves 297,509 340,556 624,135 951,521 1,137,109 2,267,195 2,513,640 2,961,307
Total liabilities 297,509 340,556 624,135 951,521 1,137,109 2,267,195 2,513,640 2,961.307
NET ASSETS
Invested in capital assets, net of related debt - - - - - - - -
Reserve for statutory funding 21,280 24,639 43,847 50,942 77,959 156,014 166,538 208,445
Unrestricted:
Board designated 28,778 33,869 60,414 71,707 108,717 221,293 234,852 293,885
Contingency reserve 4,167,201 5,386,489 2,327,130 1,274,382 2,053,292 (144,352) 1,844,809 2,679,874
Total net assets 4,217,259 5,444,997 2,431,391 1,397,031 2,239,968 232,955 2,246,199 3,182,204
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MAINE MUNICIPAL ASSOCIATION Schedule 1
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2007
2005 2006 2007 2008 WC SS WC Training Totals
Fund Year Fund Year Fund Year Fund Year Fund Fund 2007 2006
ASSETS
Cash and cash equivalents 1,204,258 1,394,891 1,531,819 (2,295) 41,872 19,847 9,482,574 4,339,793
Investments:
U.S. Government and agency securities 7,453,206 8,633,042 9,480,499 (14,207) 259,146 122,835 58,688,071 58,827,750
Total investments 7,453,206 8,633,042 9,480,499 (14,207) 259,146 122,835 58,688,071 58,827,750
Accounts receivable - 275 51,837 - - - 52,112 21,756
Accrued interest receivable 84,537 97,919 107,532 (161) 2,939 1,394 665,663 625,615
Prepaid expenses - - 32,205 400 - - 32,605 44 896
Capital assets:
Computer equipment and software - - 547,239 - - - 547,239 495,936
Less accumulated depreciation - - (365,121) - - - (365,121) (262,517)
Net capital assets - - 182,118 - - - 182,118 233,419
Total assets 8,742,001 10,126,127 11,386,010 (16,263) 303,957 144,076 69,103,143 64,093,229
LIABILITIES
Liabilities:
Accounts payable - - - - - - - 49,231
Deferred revenue - - - - - - - 1,621
Claims loss reserves:
Claims reserve 3,741,957 4,267,612 7,979,736 - - - 29,609,402 27,795,282
Reinsurance recoverable - - - - - - (2,254,263) (2,648,257)
Loss reserve discounting (530,535) (636,173) (1,072,761) - - - (3,487,566) (3,203,913)
Net claims loss reserves 3,211,422 3,631,439 6,906,975 - - - 23,867,573 21,943,112
Claims service/assessments reserve 496,702 647,858 1,321,689 - - - 4,407,685 3,910,993
Net claims loss reserves 3,708,124 4,279,297 8,228,664 - - - 28,275,258 25,854,105
Total liabilities 3,708,124 4,279,297 8,228,664 - - - 28,275,258 25,904,957
NET ASSETS
Invested in capital assets, net of related debt - - 182,118 - - - 182,118 233,419
Reserve for statutory funding 259,790 291,803 530,402 - - - 1,919,383 1,647,527
Unrestricted:
Board designated 367,141 417,124 817,978 - - - 2,777,731 2,316,820
Contingency reserve 4,406,946 5,137,903 1,626,848 (16,263) 303,957 144,076 35,948,653 33,990,506
Total net assets 5,033,877 5,846,830 3,157,346 (16,263) 303,957 144,076 40,827,885 38,188,272
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the period ended December 31, 2007
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 3 - - - - - - - - - -
Less discounts - - - - - - - - - -
Less loss control credit - - - - - - - - - -
Less medical deductible credit - - - - - - - - - -
Net contributions - - - - - - - - - -
Investment income 1,134 1,135 1,152 1,140 1,117 1,136 8,188 5,529 6,711 6,028
Unrealized gain (loss) on investments 683 683 693 683 676 682 4,757 3,299 3,889 3497
Total revenue 1817 1,818 1,845 1,823 1,793 1,818 12,945 8,828 10,600 9.525
Expenses:
Claims paid - - - - - - 68,190 10,403 32312 144
Claims reserve - current year adjustment - - ~ - - - 8,149 (18,371) (41,926) 1,529
Subrogation recovery - - - - - - (56,166) - 7,027 -
Deductible recovery - - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - - -
Ultimate claims loss - - - - - - 20,173 {7,968) (2,587) 1,673
Reinsurance recovered - - - - - - (30,047) (11,231) (42,066) -
Reinsurance recoverable adjustment - - - - - - 9,874 19,199 34,837 -
Supplementaf benefits fund recovered - - - - - - - - - -
Net ultimate claims loss - - - - - - - - (9,816) 1,673
Loss reserve discounting - - - - - - - - 115 (17)
Net claims expense - - - - - - - - (9.701) 1,656
Reinsurance premium - - - - - - - - - -
Professional service - - - - - - - - - -
Administrative fees - - - - - - - - - -
Regulatory assessments and fees - - - - - - - - - -
Claims service/assessments reserve - - - - - - 2,821 (5,941) 723 305
Safety and scholarship grants - - - - - - - - - -
Legal and consultant fees - - - - - - - - - -
Tratning expense - - - - - - - - - -
Depreclation expense - - - - - - - - - -
Maintenance contracts - - - - - - - - - -
Dividends paid - - - - - - - - - -
Total expenses - - - - - - 2,821 (5.941) (8,978) 1,961
Change 1n net assets before transfers 1.817 1.818 1,845 1,823 1,793 1,818 10,124 14,769 19,578 7.564
Interfund transfers:
To 2007 fund (500) (498) (426) (494) - (462) - - - (50.828)
Net change in net assets 1,317 1,320 1,419 1,329 1,793 1,356 10,124 14,769 19.578 (43,264)
Net assets, beginning 25,816 25,813 26,135 25,823 25,149 25778 130,492 104,076 83,077 110,111
Net assets, ending 3 27,133 27,133 27,554 27,152 26,942 27,134 140.616 118,845 102,655 66,847
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the period ended December 31, 2007

1989 1990 1991 1992 1993 1994 1995 1996
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions - - - - - - - -
Less discounts - - - - - - - -
Less loss control credit - - - - - - - -
Less medical deductible credit - - - - - - - -
Net contributions - - - - - - - -
Invesiment income 10,695 4,882 15261 23,026 21,986 25,307 25,843 122,735
Unrealized gain (loss) on investments 5,895 2,482 8,757 13,154 10,793 14,903 14,631 71,292
Total revenue 16,590 7,364 24,018 36,180 32,779 40210 40474 194,027
Expenses:
Claims paid 24,942 650 914 6,261 496,692 6,696 99,110 5,170
Claims reserve - current year adjustment 76,084 24 (54,227) (54,484) (351,579) 21,217 (77,771) 48,886
Subrogation recovery - - - (1,079) - - (10,420) -
Deductible recovery - - - - - - - -
Supplemental benefits fund recovered - - - - (21,000) - - -
Ultimate claims foss 101,026 674 (53,313) (49,302) 124,113 27913 10,919 54,056
Relnsurance recovered - - - - - - - -
Reinsurance recoverable adjustment - - - - (35,057) - - -
Supplemental benefits fund recovered - - - - - - - -
Net ultimate claims loss 101,026 674 (53,313) (49.302) 89,056 27913 10,919 54,056
Loss reserve discounting (833) (1) 593 597 (405) (232) 3,267 3.078
Net claims expense 100,193 673 (52,720) (48,705) 88,651 27,681 14,186 57,134
Reinsurance premium - - - - - - - -
Professional service - - - - - - - -
Administrative fees - - - - - - - -
Regulatory assessments and fees - - - - - - - -
Claims service/assessments reserve 12,881 (9,540) (4,035) (7,281) 18,642 (7.805) (3.546) 4,967
Safety and scholarship grants - - - - - - - -
Legal and consultant fees - - - - - - - -
Training expense - - - - - - - -
Depreciation expense - - - - - - - -
Maintenance contracts - - - - - - - -
Dividends paid - - - - - - - -
Total expenses 113,074 (8,867) (56,755) (55,986) 107,293 19,876 10,640 62,101
Change 1n net assets before transfers (96,484) 16,231 80,773 92,166 (74.514) 20,334 29,834 131,926
Interfund transfers:
To 2007 fund (115.,605) (171.067) (163.933) (257.802) (89,266) (112917) (52.459) (1,000,000)
Net change in net assets (212,089) (154,836} (83,160) (165,636) (163,780) (92,583) (22,625) (868.074)
Net assets, beginning 239,340 223,258 358,370 565,684 572.845 480,079 415,758 3.281,496
Net assets, ending 27,251 68,422 275,210 400,048 409,065 387,496 393,133 2,413,422
24

Schedule 2

98281000 VININ



MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Revenues, Expeases, and Changes in Net Assets by Fund Year
For the period ended December 31, 2007
1997 1998 1999 2000 2001 2002 2003 2004
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fuad Year Fund Year
Revenue:;
Contributions - - - - - - - -
Less discounts - - - - - - - -
Less loss control credit - - - - - - - -
Less medical deductible credit - - - - - - - -
Net contributions - - - - - - - -
Investment income 202,092 251,591 131912 100,014 145,247 115,188 209,983 267,480
Unrealized gain (loss) on investments 118,371 148,756 78.111 59.372 85,771 65,243 121,458 156,136
Total revenue 320,463 400,347 210,023 159,386 231,018 180,431 331,441 423,616
Expenses:
Claims paid 98,475 49,652 246,768 127,231 431,314 870,441 653,168 740,850
Claims reserve - current year adjustment 93,701 74,290 (368,984) 275,525 (259,312) 3,611) (385.465) (463,193)
Subrogation recovery (1,475) - - (30,182) - (17.374) (37,650) (52,254)
Deductibfe recovery - - - - - - - -
Supplemental benefits fund recovered - - - - - - - -
Ultimate claims loss 190,701 123,942 (122,216) 372,574 172,002 849 456 230,053 225,403
Reinsurance recovered - - - - (138,239) - - -
Reinsurance recoverable adjustment - - 237,537 (5,088) 132,692 - - -
Supplemental benefits fund recovered - - - - - - - -
Net ultimate claims loss 190,701 123,942 115321 367,486 166,455 849,456 230,053 225,403
Loss reserve discounting (444) (1,491 20,047 (14,707) 34,402 33,917 82,184 96,241
Net claims expense 190,257 122,451 135,368 352,779 200,857 883,373 312,237 321,644
Reinsurance premium - - - - - - - -
Professtonal service - - - - - - - -
Administrative fees - - - - - - - -
Regulatory assessments and fees - - - - - - - -
Claims service/assessments reserve 11,540 (8,774) (39.575) 6,972 (14,587) 49937 (45,347) (66,099)
Safety and scholarship grants - - - - - - - -
Legal and consultant fees - - - - - - - -
Training expense - - - - - - - -
Depreciation expense - - - - - - - -
Maintenance contracts - - - - - - - -
Dividends paid - - - - - - - -
Total expenses 201,797 113,677 95.793 359,751 186,270 933,310 266,890 255,545
Change in net assets before transfers 118,666 286,670 114,230 (200,365) 44748 (752,879) 64,551 168,071
Interfund transfers:
To 2007 fund (1,000,000) (834,312) - - - - - -
Net change in net assets (881,334) (547.642) 114,230 {200,365) 44,748 (752,879) 64,551 168,071
Net assets, beginning 5,098,593 5,992,639 2.317.161 1,597,396 2,195,220 985,834 2,181,648 3,014,133
Net assets, ending 4,217,259 5,444,997 2,431,391 1,397,031 2,239,968 232,955 2,246,199 3,182,204
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the period ended December 31, 2007
2005 2006 2007 2008 WCSS WC Training Totals
Fund Year Fund Year Fund Year Fund Year Fund Fund 2007 2006
Revenue:
Contributions - 329,575 17,400,631 - - - 17,730,206 17,247,890
Less discounts - - (1,681,943) - - - (1,681,943) (1,636,544)
Less loss control credit - - (394,652) - - - (394,652) (384,305)
Less medical deductible credit - - (8,358) - - - (8.358) (8,434)
Net contributions - 329,575 15,315,678 - - - 15,645,253 15,218,607
Investment income 380.337 460,627 374,747 - - - 2922223 2,633,574
Unrealized gain (loss) on investments 222,646 256,752 259,145 - - - 1,733,210 178,136
Total revenue 602,983 1,046,954 15,949,570 - - - 20,300,686 18,030,317
Expenses:
Claims paid 949 680 1,761,017 3,555,443 - - - 10,235,523 10,173,792
Claims reserve - current year adjustment (1,286,320) (3.399,778) 7.979,736 - - - 1,814,120 1,161,326
Subrogation recovery (14,588) (6,925) (8,195) - - - (229,281) (376.039)
Deductible recovery - (5.875) (4,681) - - - (10,556) (12,966)
Supplemental benefits fund recovered - - - - - - (21,000) -
Ultimate claims loss (351,228) (1,651,561) 11,522,303 - - - 11,788,806 10,946,113
Reinsurance recovered - - - - - - (221,583) (122,254)
Reinsurance recoverable adjustment - - - - - - 393.994 242,504
Supplemental benefits fund recovered - - - - - - - (103,950)
Net ultimate claims loss (351,228) (1,651,561) 11,522,303 - - - 11,961,217 10,962,413
Loss reserve discounting 181,155 351,642 (1,072.761) - - - (283,653) (375.777)
Net claims expense (170,073) (1,299,919) 10,449,542 - - - 11,677,564 10,586,636
Reinsurance premium - - 606,908 - - - 606.908 584974
Professional service - - 113,401 16,263 - - 129,664 82,651
Administrative fees - - 3,176,335 - - - 3,176 335 2,854 962
Regulatory assessments and fees - - 647,945 - - - 647,945 506,002
Claims service/assessments reserve (236,280) (484,975) 1,321.689 - - - 496 692 313,854
Safety and scholarship grants - - - - 203,513 - 203,513 202,992
Legal and consultant fees - - 13,137 - - - 13,137 -
Training expense - - - - - 32,500 32,500 -
Depreciation expense - - 102,604 - - - 102,604 102,867
Maintenance contracts - - 76.232 - - - 76,232 73323
Dividends paid - 497,979 - - - - 497,979 498,172
Total expenses (406,353) (1,286.915) 16,507,793 16,263 203,513 32,500 17,661,073 15,806,433
Change in net assets before transfers 1,009,336 2.333,869 (558,223) (16,263) (203,513) (32,500) 2,639,613 2,223,884
Interfund transfers:
To 2007 fund - 3,715,569 - 135,000 - -
Net change in net assets 1,009 336 2,333,869 3,157,346 (16,263) (203,513) 102,500 2,639,613 2.223,884
Net assets, beginning 4,024,541 3.512,961 - - 507.470 41,576 38,188,272 35,964,388
Net assets, ending 5,033,877 5,846,830 3,157,346 (16,263) 303,957 144,076 40,827,885 38,188,272
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the period November 1, 1978 through December 31, 2007

1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year

Revenue:
Contributions 3 898.836 2,198,194 2,906,927 4,240,842 4.,595.671 5.632,583 6,021,088 6,838,615 8,513,891
Less discounts - - (290,693) (424,084) (459.567) (796.892) (852,654) (980,663) (1,236.385)

Less loss control credit - - - - - - - - -
Less medical deductible credit - - - - - - - . R

Net contributions 898,836 2,198,194 2,616,234 3.816.758 4,136,104 4,835,691 5,168,434 5.857.952 7,277,506
Investment income 330,564 813,082 646,146 1,473,718 1,478,580 1,260,588 1,047,890 1,268,063 2,881.210
Miscellaneous revenue - 35 234 123 (125) 891 2,180 2,372 11,737
Total revenue 1,229,400 3,011.311 3,262,614 5,290.599 5.614,559 6,097,170 6,218,504 7.128,387 10,170,453
Expenses:
Claims paid 719,286 2,532,544 3,357,987 2,988,697 3,993,534 5,131,404 7.299,726 7,293,965 8,782,068
Claims reserve - - - - - - 472,589 149,303 595.020
Subrogation recovery (210) - (30.520) {31,306) (15.945) {53,828) (189,259) (174,312) (89.363)

Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered

Ultimate claims loss 719,076 2,532,544 3,327,467 2,957,391 3,977,589 5,077,576 7.583,056 7,268,956 9,287.725

Reinsurance recovered - (884,885)  (1,431.150) (201,144) (990.399)  (1,697,712)  (3,182,945)  (2.185.446) (111,880)
Reinsurance recoverable adjustment - - - - - - (486,404) (159.706) (615,742)
Net ultimate claims loss 719,076 1,647.659 1,896,317 2.756,247 2,987,190 3,379,864 3.913,707 4,923,804 8,560,103
Loss reserve discounting - - - - - - - - (83)
Net claims expense 719,076 1,647,659 1.896.317 2,756,247 2,987,190 3,379,864 3.913,707 4,923,804 8.560,020
Reinsurance premium 137,237 312,790 419.524 478,576 363,680 411,812 520,415 699,461 1,178,993
Claims service fee paid 82,296 176,497 236.470 327.459 386,512 473,213 351,488 404,309 441,635
Professional service fees - - - - - - - - -
Administrative fees 13,627 49,349 55.671 254,892 398,727 499,345 660,000 441,000 500,000
Regulatory assessments and fees - - - 6,123 232 662 402 3,161 24,918
Claims service/assessments reserve - - - - - - 57.425 21,173 67,488
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - - -
Maintenance contracts - - - - - - - - -
Dividends paid 106,990 73,229 - - - - - - -
Interest refund 188,639 591,990 537.188 793,891 508,732 243,525 - - -
Interest expense - - - - - - - - 992,030
Total expenses 1,247.865 2.851,514 3,145,170 4.617,188 4,645,073 5,008,421 5.503.437 6,492,908 11,765.084
Change in net assets before
transfers (18,465) 159.797 117,444 673,411 969.486 1,088,749 715,067 635479 (1,594,631)
Interfund transfers 45,598 (132,664) (89.890) (646.259) (942,544)  (1.061.615) (574.451) (516,634) 1,697,286
From MMA General Fund - - - - - - - - -
Net assets, ending 3 27,133 27,133 27,554 27,152 26,942 27,134 140,616 118,845 102,655
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Cumulative Statement of Revenues and Expenses
For the period November 1, 1978 through December 31, 2007

1988 1989 1990 1991 1992 1993 1994 1995
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 3 11,896,947 13,324,125 14,920,260 16,176.020 13,370,101 14,698,127 16,420,659 13,726,365
Less discounts (1,216,358) (1.027,854) (1.237.948) (1,428,079) (1,276,658) (1,441,541) (1.426427) (1.425,500)
Less loss control credit - - - - - - - -
Less medical deductible credit - - - - - - - -
Net contributions 10,680,589 12,296,271 13,682,312 14,747.941 12,093,443 13,256,586 14,994,232 12,300,865
Investment income 3,988,089 3,831,723 3,713,242 4,156,794 3,475,738 3,295,263 3,018,456 3,243,703
Miscellaneous revenue 3,703 2,861 2,980 2,050 3.938 8.905 (716) 814
Total revenue 14,672,381 16,130,855 17,398,534 18,906.785 15,573,119 16.560.754 18,011,972 15.545.382
Expenses:
Claims paid 8,024,033 9,783,031 8,707.817 7.992.509 8.901.618 9,278,745 6,054,789 4,285,799
Claims reserve 56.894 156,441 788 39.110 74,508 402,801 166,890 146,589
Subrogation recovery (85,944) (243,383) (52,704) (65.596) (39.422) (29,069) (101.987) (128.454)
Deductible recovery - - - - - - - -
Supplemental benefits fund recovered - - - - - (21,000) - -
Ultimate claims loss 7.994,983 9,696,089 8,655,901 7,966.023 8,936,704 9.631.477 6,119,692 4,303,934
Reinsurance recovered (149,907) - (45,416) - (145.143) (201.484) - -
Reinsurance recoverable adjustment - - - - - (655.405) - -
Net ultimate claims loss 7,845,076 9,696,089 8,610.485 7,966,023 8,791.561 8.774.588 6,119,692 4,303,934
Loss reserve discounting (623) (1.712) (9) (428) (815) (2.184) (1,826) (1,604)
Net claims expense 7,844,453 9.694,377 8,610,476 7.965,595 8,790,746 8,772,404 6,117,866 4.302,330
Reinsurance premium 1,384,557 1,768,008 1,884,136 1.000.000 1,258,394 1,396,197 1,377.769 1,326,533
Claims service fee paid 327,982 393,927 492,491 574.544 612,319 641,430 739.044 728,277
Professional service fees 160,000 159,500 203,002 233,817 254,729 276.029 271.628 4,916
Administrative fees 575,000 687.000 762,100 803.500 857.569 925,325 989,573 1.610.290
Regulatory assessments and fees 4319 85,838 121,554 13,707 163,687 234,986 257,337 291,756
Claims service/assessments reserve 8.299 23,297 2911 9,427 9.845 109,339 22,292 28,585
Safety and scholarship grants - - - - - - - -
Legal and consultant fees - - - - - - - -
Training expense - - - - - - - -
Depreciation expense - - - - - - - 19,269
Maintenance contracts - - - - - - - -
Dividends paid - - - 76,147 500,000 150,000 1.250,000 2,242,014
Interest refund - - - - - - - -
Interest expense 105,260 81.904 - - - - - -
Total expenses 10.409.870 12,893,851 12,076.670 10,676.737 12,447.289 12,505,710 11,025,509 10,553,970
Change in net assets before
transfers 4.262,511 3,237,004 5321.864 8,230,048 3,125,830 4,055.044 6.986.463 4,991,412
Interfund transfers (4.195,664) (3.209,753) (5.253,442)  {7.954.838) (2.725,782) (3.645.979) (6.598.967)  (4.598.279)
From MMA General Fund - - - - - - - -
Net assets, ending $ 66,847 27,251 68,422 275,210 400,048 409,065 387,496 393,133
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses

Schedule 3

For the period November 1, 1978 through December 31, 2007

1996 1997 1998 1999 2000 2001 2002 2003
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 3 9.210,964 7.426,059 6.724.762 6.563.966 7,228,092 8.781,293 10,766.844 13,489.261
Less discounts (798.972) (629.764) (531,730) (521.782) (596.605) (703.678) (895,300)  (1,183,988)
Less loss control credit (362,288) (169.007) (184.472) (206,437) (220.584) (333,223) (328.432) (401,161)
Less medical deductible credit - - (6,887) (6.230) (6,725) (9.382) (8.848) (9,061)
Net contributions 8,049,704 6,627,288 6,001,673 5,829,517 6,404,178 7,735,010 9,534,264 11,895,051
Investment income 3,869,948 3,401,384 3,177,256 1,776,238 1,450,061 1,435,067 1,186,337 946.417
Miscellaneous revenue - - - - - - - -
Total revenue 11,919,652 10,028,672 9.178.929 7,605,755 7,854,239 9,170,077 10,720,601 12,841,468
Expenses:
Claims paid 5.158.910 4,633,866 4,524,590 6.294,542 6,371,683 6.593,123 8,338,066 7.537.967
Claims reserve 245418 267,880 319.934 579,792 947.944 1.069.796 2,186.340 2,773,440
Subrogation recovery (226,672) (165,446) (124,623) (168.563) (342,182) (66.279) (297.370) (148,216)
Deductible recovery (17,708) (12.123) (13,501) (10,608) (9,960) (11.059) (9.280) (9.027)
Supplemental benefits fund recovered - - - (43.151) - - - -
Ultimate claims loss 5.159,948 4,724,177 4,706,400 6,652,012 6,967,485 7,585,581 10.217.756 10,154,164
Reinsurance recovered - (91.013) - (42,769) - (138,239) - -
Reinsurance recoverable adjustment - - - - (32,887) (858) - (303,261)
Net ultimate claims loss 5,159,948 4,633,164 4,706,400 6,609.243 6,934,598 7.446.484 10,217.756 9,850,903
Loss reserve discounting (5,328) (11,458) (20.230) (45.723) (85.347) (113,557) (253,605) (308.104)
Net claims expense 5,154,620 4,621,706 4,686,170 6.563.520 6,849,251 7.332,927 9,964,151 9,542,799
Reinsurance premium 949.462 842.497 508,299 474,434 615,289 472,360 597.909 648,343
Claims service fee paid 93,000 14,050 15.500 18,000 - - - -
Professional service fees 22,331 23,256 26,224 28,577 58,855 50.675 47,723 104,363
Administrative fees 1,861,680 1,952.664 1,911,188 1,878,993 1.867,023 1.930.412 2,286,467 2.473,038
Regulatory assessments and fees 253,870 177,267 205,266 199.199 197.309 387,316 234,330 496,440
Claims service/assessments reserve 31,638 41,087 40.852 90,066 121,811 181,728 334,460 351,565
Safety and scholarship grants - - - - - - - -
Legal and consultant fees - - - - - - - -
Training expense - - - - - - - -
Depreciation expense 44,505 51,996 45,988 41,315 39,991 39,616 47,129 56,306
Maintenance contracts 1,431 3,850 3,245 6.394 7.414 18,403 21,043 8.960
Dividends paid 1,163,116 355,455 341,572 362.866 368,132 385,394 398373 399.459
Interest refund - - - - - - - -
Interest expense - - - - - - - -
Total expenses 9,575,653 8,083.828 7.784,304 9,663,364 10,125,075 10.798.831 13.931,585 14,081,273
Change in net assets before
transfers 2,343,999 1,944,844 1,394,625 (2.057.609)  (2.270.836)  (1.628.754)  (3,210.984)  (1,239.805)
Interfund transfers 69.423 2272415 3,635,928 4,489,000 3,667,867 3,868,722 3,443,939 3,486,004
From MMA General Fund - - 414,444 - - - - -
Net assets, ending S 2,413,422 4,217,259 5,444,997 2,431,391 1,397,031 2,239,968 232,955 2,246,199
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the period November 1, 1978 through December 31, 2007

Schedule 3

2004 2005 2006 2007 2008 WC SS WC Training
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Fund Totals
Revenue:
Contributions $ 15,285,637 16,444.605 17,284,106 17,400,631 - - - 292,985,471
Less discounts (1,394.079) (1.539,835) (1.636,544)  (1.681,943) - - - (27,635,523)
Less loss control credit (362,445) (383.085) (384.305) (394.652) - - - (3,730,091)
Less medical deductible credit (11,225) (10,610) (8.434) (8,358) - - - (85.760)
Net contributions 13.517.888 14,511,075 15,254,823 15,315,678 - - - 261,534,097
Investment income 975,589 1,220,938 1,158,509 633.892 - - - 61.154,485
Miscellaneous revenue - - - - - - - 41,982
Total revenue 14,493,477 15,732,013 16.413.332 15.949.570 - - - 322,730,564
Expenses:
Claims paid 7,050,367 6.237,921 4,614,309 3.555.443 - - - 176,038.339
Claims reserve 2,968,620 3,741,957 4,267,612 7,979,736 - - - 29,609,402
Subrogation recovery (126,283) (62,741) (21,013) (8.195) - - - (3,088.885)
Deductible recovery (7,400) (12,627) (12,040) (4.681) - - - (130.014)
Supplemental benefits fund recovered - - - - - - - (64,151)
Ultimate claims loss 9,885,304 9.904,510 8,848,868 11,522,303 - - - 202,364,691
Reinsurance recovered - - - - - - - (11.499,532)
Reinsurance recoverable adjustment - - - - - - - (2,254,263)
Net ultimate claims loss 9,885,304 9,904,510 8,848,868 11,522,303 B - - 188,610,896
Loss reserve discounting (395.461) (530,535) (636,173)  (1,072,761) - - - (3,487.566)
Net claims expense 9,489,843 9.373.975 8,212,695 10,449,542 - - - 185,123,330
Reinsurance premium 510,909 537,943 584,974 606,908 - - - 23,267,409
Claims service fee paid - - - - - - - 7,530,443
Professional service fees 29,741 100,262 82,651 113,401 16.263 - - 2,267,943
Administrative fees 2.944,909 2,745.034 2,979,425 3,176,335 - - - 38,090.136
Regulatory assessments and fees 430.879 460,142 506,002 647,945 - - - 5,404,647
Claims service/assessments reserve 388.148 496,702 647,858 1.321,689 - - - 4,407,685
Safety and scholarship grants - - - - - 1,229,848 - 1,229,848
Legal and consultant fees - - - 13,137 - - 10,511 23,648
Training expense - - - - - - 80.413 80,413
Depreciation expense 154,841 99.173 102.867 102,604 - - - 845,600
Maintenance contracts 30,949 83,792 73324 76,232 - - - 335,037
Dividends paid 498,927 498.172 497,979 - - - - 9,667,825
Interest refund - - - - - - - 2,863,965
Interest expense - - - - - - - 1.179.194
Total expenses 14,479,146 14,395,195 13,687,775 16,507,793 16,263 1,229,848 90,924 282,317,123
Change in net assets before
transfers 14331 1,336,818 2,725,557 (558.223) (16.263)  (1,229,848) (90,924) 40,413,441
Interfund transfers 3,167,873 3,697,059 3,121,273 3,715.569 - 1,533,805 235,000 -
From MMA General Fund - - - - - - - 414,444
Net assets, ending $ 3,182,204 5,033,877 5,846,830 3,157,346 (16,263) 303,957 144,076 40,827,885
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2007

The analysis gives a summary of the income and expenses by fund year, along with comparative
data on paid claims and incurred claims since inception of the Fund Year.

1998 1999 2000 2001 2002
Required contribution and investment income:
Earned $ 9,178,928 7,605,755 7,854,239 9,170,077 10,720,601
Ceded 508,299 474,434 615,289 472,360 597,909
Net earned 8,670,629 7,131,321 7,238,950 8,697,717 10,122,692
Unallocated expenses 2,589,835 2,625,410 2,660,535 2,993,544 3,369,525
Estimated incurred claims and expense, end of policy year:
Incurred 6,180,377 6,180,377 5,507,742 6,179,602 7,390,466
Net incurred 6,180,377 6,180,377 5,507,742 6,179,602 7,390,466
Paid claims (cumulative) as of
End of policy year 1,499,370 1,685,234 1,873,700 2,218,838 2,445,502
One year later 2,616,541 2,947,430 3,731,396 4,033,996 4,566,870
Two years later 3,243,287 4,006,973 4,697,542 4,692,702 6,115,453
Three years later 3,620,624 4,677,433 5,215,231 5,318,881 6,840,431
Four years later 4,013,950 4,970,990 5,612,268 5,659,455 7,467,625
Five years later 4,097,062 5,312,359 5,766,146 6,161,809 8,338,066
Six years later 4,193,849 5,661,112 6,244,452 6,593,123 -
Seven years later 4,321,952 6,047,774 6,371,683 - -
Eight years later 4,474,638 6,294,542 - - -
Nine years later 4,524,590 - - - -
Ten years later - - - - -
Reestimated ceded claims and expense - (42,769) (32,887) (139,097) -
Reestimated incurred claims and expense as of:
End of policy year 6,180,377 5,507,742 6,179,602 7,390,466 8,053,929
One year later 4,915,253 5,616,297 6,862,389 7,809,051 8,148,115
Two years later 5,075,135 5,900,271 6,950,313 7,030,606 9,452,075
Three years later 4,741,715 6,219,413 6,450,286 6,995,596 9,021,400
Four years later 5,284,020 6,361,530 6,752,783 7,215,623 9,368,300
Five years later 5,095,260 6,812,567 6,475,223 7,413,579 10,217,756
Six years later 4,690,726 6,860,771 6,594,911 7,585,581 -
Seven years later 4,615,853 6,774,228 6,967,485 - -
Eight years later 4,582,458 6,652,012 - - -
Nine years later 4,706,400 - - - -
Ten years later - - - - -
(Increase) Decrease in estimated incurred claims
and expense from end of policy year 3 (1,473,977) 1,144,270 787,883 195,115 2,163,827
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information
December 31, 2007

The analysis gives a summary of the income and expenses by fund year, along with comparative
data on paid claims and incurred claims since inception of the Fund Year.

2003 2004 2005 2006 2007
Required contribution and investment income:
Eamed 3 12,841,468 14,498,477 15,732,013 16,413,332 15,949,570
Ceded 648,343 510,909 537,943 584,974 606,908
Net eaned 12,193,125 13,987,568 15,194,070 15,828,358 15,342,662
Unallocated expenses 3,890,131 4,478,394 4,483,277 4,890,106 5,451,343
Estimated incurred claims and expense, end of policy year:
Incurred 8,053,929 8,688,209 9,991,417 9,488,115 10,449,542
Net incurred 8,053,929 8,688,209 9,991,417 9,488,115 10,449,542
Paid claims (cumulative) as of:

End of policy year 2,466,468 2,932,275 2,810,538 2,853,292 3,555,443

One year later 4,680,401 5,143,377 5,288,241 4,614,309 -

Two years later 5,944,908 6,309,517 6,237,921 - -

Three years later 6,884,799 7,050,367 - - -

Four years later 7,537,967 - - - -

Five years later - - - - -

Six years later - - - - -

Seven years later - - - . -

Eight years later - - - - -

Nine years later - - - -

Ten years later - - - - -
Reestimated ceded claims and expense (303,261) - - - -
Reestimated incurred claims and expense as of:

End of policy year 8,688,209 10,888,106 10,392,397 10,500,429 11,522,303

One year later 8,900,125 10,121,585 10,255,739 8,848,868 -

Two years later 9,312,529 9,659,901 9,904,510 - -

Three years later 9,924,111 9,885,304 - - -

Four years later 10,154,164 - - - -

Five years later - - - - -

Six years later - - - - -

Seven years later - - - - -

Eight years later - - - - -

Nine years later - - - - -

Ten years later - - - - -
(Increase) Decrease in estimated incurred claims

and expensc from end of policy year $ 1,465,955 (1,002,802) (487,887) (1,651,561) -
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Certified Public Accountants and Business Consultants

Independent Auditor’s Report

The Board of Trustees
Maine Municipal Association
Workers’ Compensation Fund

We have audited the accompanying statements of net assets of Maine Municipal Association Workers’
Compensation Fund (the Fund) as of December 31, 2008 and 2007, and the related statements of revenue and
expenses, changes in net assets, and cash flows for the years then ended. These financial statements are the
responsibility of the Fund’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. 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 includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Maine Municipal Association Workers’ Compensation Fund as of December 31, 2008 and 2007 and
the resuits of its operations, changes in its net assets and its cash flows for the years then ended in conformity
with U.S. generally accepted accounting principles.

The management discussion and analysis and the required supplemental information are not required parts of
the financial statements but are supplementary information required by U.S. generally accepted accounting
principles. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplemental
information. However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the basic financial statements taken as a
whole. The additional information presented in schedules 2 through 4 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been subjected to
the auditing procedures applied in our audits of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Z«—ym— /é//ca_, éwjéztc

April 27, 2009
South Portland, Maine



MMA_00018298

MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis
Year Ended 2008

This section of the Maine Municipal Association Workers’ Compensation Fund (the Fund) annual financial report
sets forth a narrative overview of its financial activities for the year ended December 31, 2008. Please read it in
conjunction with the Fund’s financial statements and accompanying notes.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January 1 through December 31. The annual financial report consists of four parts:

e Management Discussion and Analysis

e Basic Financial Statements

e Notes to Financial Statements

e Supplementary Information (Schedules)

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period.

Basic Financial Statements include: Statements of Net Assets; Statements of Revenue and Expenses;
Statements of Changes in Net Assets; and Statements of Cash Flows.

These statements present the Fund’s status at December 31, 2008 and financial developments during fiscal year
2008 for all fund years combined.

Notes to Financial Statements provide explanations of the accounting principles followed and of key items in
the statements.

Supplemental Schedules include analyses of Fund assets and revenues and expenses by fund year, and a history
of claims development for the past ten years.

FINANCIAL HIGHLIGHTS

For all fund years combined, developments in calendar year 2008 included:

e Net assets at December 31, 2008 were $43,781,856, an increase of 7.2% versus the prior year.
e Cash and investments totaled $75,716,497, an increase of 11.1%.

e Revenues in 2008 totaled $21,837,900, an increase of 7.6%.

e Expenses in 2008 totaled $18,883,929, an increase of 6.9%.
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis, Continued

FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assets:

ASSETS
Current Assets
Capital Assets
Total Assets
LIABILITIES
Net Reserves - Claims, Service & Assessments
Other Liabilities
Total Liabilities
NET ASSETS .
Statutory Reserves
Board Designated Reserves

Net Investment in Capital Assets
Contingency Reserve

Total Net Assets

The following table summarizes the Statements of Revenue and Expenses during calendar years 2008 and 2007

for all fund years combined.

REVEN UES
Member Contributions
Investment and Other Revenues
Total Revenues
EXPENSES

Net Claims Expense
Reinsurance Premium

Safety Scholarship and Grants
Other Expenses

Total Expenses

CHANGEIN NET ASSETS

12/31/08 12/31/07
76,440,029 68,921,025
65,726 182,118
76,505,755 69,103,143
32,602,557 28,275,258

121,342 -
32,723,899 28,275,258
1,971,565 1,919,383
2,964,392 2,777,731
65,726 182,118
38,780,173 35,948,653
43,781,856 40,827,885

12/31/08 12/31/07
17,120,678 15,645,253
4,717,222 4,655,434
21,837,900 20,300,687
13,498,989 11,677,564
586,075 606,908
198,974 203,513
4,599,391 5,173,088
18,883,929 17,661,073
2,953,971 2,639,614
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MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis, Continued

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2008

The following table compares ultimate results for the 2008 fund year as projected at December 31, 2008 with
the original budget. Investment income and net claims expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS
REVENUES
Member Contributions 15,867,136 16,662,205
Investment and Other Revenues 1,829,195 2,019,053
Total Revenues 17,696,331 18,681,258
EXPENSES
Net Claims Expense @95% Confidence Level 14,446,598 14,266,007
Reinsurance Premium 551,018 569,910
Provision for Member Dividends 500,000 500,000
Other Expenses 4,968,247 5,223,304
Total Expenses 20,465,863 20,559,221
TRANSFERTO (FROM) CONTINGENCY RESERVE (2,769,532) {1,877,963)

The major projected variances in the 2008 fund year were the increase in revenues of 5.6% and the decrease in
net claims expense (1.3%). Net claims expense at the 95% confidence level includes claims payments, reserves
on open claims, actuarial estimates of claims development in the future (IBNR), a statutorily required reserve to
fund claims to the 75% confidence level, and an additional reserve recommended by the actuary to fund claims
to the 95% confidence level in accordance with Fund policy.

In the preceding table, Investment Income includes the actuary’s projection of future earnings, which are
shown as an offset to claims expense (loss fund discount) in the financial statements. The provision for
member dividends is included in the projection, although it will not be reflected in the financial
statements until the dividend has been formally declared by the Board of Trustees. This presentation is
used herein to conform to the Workers’ Compensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2008

At December 31, 2008, the Fund’s net assets totaled $43,781,856, an increase of $2,953,971 (7.2%) versus the
prior year.



MMA_00018301

MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
iManagement Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2008 the Fund had capital assets of $523,266, net of accumulated depreciation of $457,540,
for a net capital asset balance of $65,726. These assets are the Fund’s investment in a claims and underwriting

system jointly owned with the MMA Property & Casualty Pool, less accumulated depreciation. The Fund had no
jong-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND’S FINANCIAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies that are expected to significantly impact on
the Fund’s financial position in the future.

REQUEST FOR INFORMATION

This financial report is designed to provide our members, customers, investors and creditors with a general
overview of the Fund’s finances and to show the Fund’s accountability for the money it receives. If you have any

questions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
(207) 623-8428.
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Statement 1
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Net Assets
(All Fund Years)
December 31, 2008 and 2007
2008 2007
ASSETS
Current assets:
Cash and cash equivalents S 9,622,664 9,482,574
Certificates of deposit 4,118,737 -
Corporate bonds 418,780 -
U.S. Government and agency securities 61,556,316 58,688,071
Accounts receivable 5,064 52,112
Accrued interest receivable 668,117 665,663
Prepaid expenses 50,351 32,605
Total current assets 76,440,029 68,921,025
Capital assets:
Computer equipment and software 523,266 547,239
Less accumulated depreciation (457,540) (365,121)
Net capital assets 65,726 182,118
Total assets S 76,505,755 69,103,143
LIABILITIES
Liabilities:
Accounts payable 34,051 -
Deferred revenue 87,291 -
Claims loss reserves:
Claims reserve 34,174,692 29,609,402
Reinsurance recoverable (2,660,828) (2,254,263)
Loss reserve discounting (3,509,049) (3,487,566)
Net claims loss reserves 28,004,815 23,867,573
Claim service/assessments reserve 4,597,742 4,407,685
Total liabilities S 32,723,899 28,275,258
NET ASSETS
Invested in capital assets, net of related debt 65,726 182,118
Reserve for statutory funding 1,971,565 1,919,383
Unrestricted:
Board designated 2,964,392 2,777,731
Contingency reserve 38,780,173 35,948,653
Total net assets S 43,781,856 40,827,885

See accompanying notes to financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses

(All Fund Years)

For the Years Ended December 31, 2008 and 2007

Statement 2

2008 2007
Revenue:
Contributions S 19,462,552 17,730,206
Less discounts (1,866,762) (1,681,943)
Less loss control credit {466,599) {394,652)
Less medical deductible credit (8,513) {8,358)
Net contributions 17,120,678 15,645,253
Investment income 4,717,222 4,655,434
Total revenue 21,837,900 20,300,687
Expenses:
Claims paid 9,723,022 10,235,523
Claims reserve - current year adjustment 4,565,290 1,814,120
Subrogation recovery {170,001) {229,281)
Deductible recovery (11,515) {10,556)
Supplemental benefits fund recovered - {21,000)
Ultimate claims loss 14,106,796 11,788,806
Reinsurance recovered (179,759) {221,583)
Reinsurance recoverable adjustment {406,565) 393,994
Supplemental benefits fund recovered - -
Net ultimate claims loss 13,520,472 11,961,217
Loss reserve discounting - current year adjustment {21,483) {283,653)
Net claims expense 13,498,989 11,677,564
Reinsurance premium 586,075 606,908
Professional services 107,644 129,664
Administrative fees 2,899,222 3,176,335
Regulatory assessments and fees 609,915 647,945
Claims service/assessments reserve 190,056 496,692
Safety and scholarship grants 198,974 203,513
Legal and consultant fees 11,500 13,137
Training expense 85,000 32,500
Depreciation expense 92,419 102,604
Maintenance contracts 104,632 76,232
Dividends paid 499,503 497,979
Total expenses 18,883,929 17,661,073
Change in net assets S 2,953,971 2,639,614

See accompanying notes to financial statements.
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Statement 3

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Changes in Net Assets
(All Fund Years)

For the Years Ended December 31, 2008 and 2007

Invested Reserve for Board Total
in capital statutory designated Contingency net

assets funding reserve reserve assets
Net assets at December 31, 2006 S 233,419 1,647,527 2,316,820 33,990,505 38,188,271
Change in net assets {(51,301) 271,856 460,911 1,958,148 2,639,614
Net assets at December 31, 2007 182,118 1,919,383 2,777,731 35,948,653 40,827,885
Change in net assets (116,392) 52,182 186,661 2,831,520 2,953,971
Net assets at December 31, 2008 S 65,726 1,971,565 2,964,392 38,780,173 43,781,856

See accompanying notes to financial statements.
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Statement 4
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows
For the Years Ended December 31, 2008 and 2007
2008 2007
Cash flows from operating activities:
Receipts from net contributions S 17,255,018 15,613,277
Receipts from investment income 4,714,768 4,615,385
Payments for net claims (3,361,747) (9,753,103)
Payments for reinsurance premium (586,075) (606,908)
Payments for professional services (107,644) (129,664)
Payments for legal and consultant fees (11,500) (13,137)
Payments for administrative fees (2,865,171) (3,225,566)
Payments for regulatory assessments and fees (609,915) (647,945)
Payments for safety and scholarship grants (198,974) (203,513)
Payments for training expense (85,000) (32,500)
Payments for maintenance contracts (122,378) (63,941)
Payments for dividends paid (499,503) (497,979)
Net cash provided by operating activities 7,521,879 5,054,406
Cash flows from capital and related financing activities:
Net proceeds (purchases) of computer equipment 23,973 (51,303)
Net cash provided by (used in) capital and related financing activities 23,973 (51,303)
Cash flows from investing activities:
Net proceeds (purchase) of investments (7,405,762) 139,678
Net cash provided by (used in) investing activities (7,405,762) 139,678
Increase in cash 140,090 5,142,781
Cash, beginning of year 9,482,574 4,339,793
Cash, end of year S 9,622,664 9,482,574
Reconciliation of change in net assets
to net cash provided by operating activities:
Change in net assets S 2,953,971 2,639,614
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation expense 92,419 102,604
(Increase) decrease in assets:
Accounts receivable 47,048 (30,356)
Accrued interest receivable (2,454) (40,048)
Prepaid expenses (17,746) 12,291
Increase (decrease) in liabilities:
Accounts payable 34,051 (49,231)
Deferred revenue 87,291 (1,621)
Net claims loss reserves 4,137,242 1,924,461
Claim service/assessments reserve 190,057 496,692
Net cash provided by operating activities [ 7,521,879 5,054,406
Non-cash activities:
Net appreciation (depreciation) in fair value of investments S 1,991,156 1,733,210

8

See accompanying notes to financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’' COMPENSATION FUND
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund”) was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2008 and 2007, respectively, there were 597 and 595 governmental entities that
participated in the Fund. Participants share risk in proportion to their contributions. The Fund is administered by
Maine Municipal Association for which a management fee is assessed and included in expenses. These financial
statements include only the accounts of the Maine Municipal Association Workers' Compensation Fund. The
Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250.

Tax Exempt Status - The Fund was established and is administered by the Maine Municipal Association, a tax-
exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established to cover potential claims incurred and other expenses in
that specific period. The accompanying financial statements reflect the combined financial position, results of
operations and cash flows of the fund for all fund years. The operations for each fund year are accounted for by
providing a separate set of self-balancing accounts which comprise its assets, liabilities, net assets, revenues,

and expenses. In addition to the fund year operations, the Board established two additional funds, as detailed
below:

e Safety and Scholarship Fund (“WC SS Fund”) - The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis
intervention program.

e Safety Training Fund (“WC Training Fund”) - The purpose of this fund is to provide members specialized
safety training beyond the on-going loss control program.

Basis of Accounting - The Fund maintained its books of accounts and prepared its financial statements on the
accrual basis.

The Fund follows the applicable provisions of Government Accounting Standards Board’s (GASB) and U.S.
generally accepted accounting principles (GAAP) for state and local governments through its pronouncements
(Statements and Interpretations). Additionally, the Fund follows the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict

with or contradict GASB pronouncements. The Fund has elected not to follow subsequent private-sector
guidance.

Contributions are recognized as revenue over the contract period for which risk protection is provided which
corresponds to a fund year. A liability for unpaid claims, including estimated claims incurred but not reported, is

accrued when insured events occur. Anticipated investment income is considered in determining whether a
contribution deficiency exists.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents. Amounts in the mutual fund investment sweep and the money
market mutual fund are indirectly invested in U.S. government obligations.

investments - All investments are carried at fair value, based on quoted market prices, in a single pooled
investment account for all of the Workers’ Compensation fund years. The Fund’s investments consist of U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2008 and 2007 does not differ
materially from the aggregate carrying values of its financial instruments recorded in the accompanying
statements of changes in net assets. The estimated fair value amounts have been determined by quoted market
prices. Each fund year's portion of principal, interest, capital gains and losses is determined by its cash and
investments in the pooled investments.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2008 and 2007.

Capital Assets - The cost of computer hardware and software is depreciated on a straight-line basis over their
estimated useful lives of three to five years. The policy is to capitalize expenditures for major improvements

and additions, and charge maintenance and expenses currently for expenditures which do not extend the useful
lives of the related assets.

Claims Loss Reserves - Claims loss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined
by an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of
settling this liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any
adjustments resulting from the settlement of losses will be reflected in the statements of revenue and expenses
at the time the adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve is actuarially determined and
consists of estimates for (1) future claims services and (2} future assessments by the State of Maine in
connection with claims originating in fund years through 2008. Management believes that the reserves are
adequate, but the ultimate net cost of settling this liability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured losses as
liabilities unless it is probable that those losses will not be covered by reinsurers. Premiums ceded to reinsurers
during 2008 and 2007 were $586,075 and $606,908, respectively. The amounts deducted from claims liabilities
as of December 31, 2008 and 2007 for reinsurance recoveries were $2,660,828 and $2,254,263, respectively.

Contributions - Member contributions are based on the standard premium workers’ compensation rates similar
to an insured plan. Various premium discounts and credits are given to members. The contributions for 2008
have not been fully determined; the current premiums are based on estimated payrolls. Audits are conducted
during each succeeding year to adjust for actual payroll expenses incurred by the members.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. Significant estimates utilized in the preparation of the financial statements
include claims loss reserves and the claims service/assessments reserve.

DEPOSITS AND INVESTMENTS

Deposits

Cash and cash equivalents are composed of cash management accounts {CMA) and money market instruments,
and consisted of the following at December 31:

2008 2007

CMA - deposit account S 41,235 87
CMA - mutual fund investment sweep 3,157,999 663,445
Money market mutual fund 6,423,430 8,819,042
Totals § 9,622,664 9,482,574

CMA - deposit account balances of $41,235 and $87 at December 31, 2008 and 2007, respectively, consist of
checks deposited which are not yet available for transfer.

Depository and mutual fund sweep accounts are pooled accounts containing assets of the General Fund, Special
Funds, Workers’ Compensation Fund, Unemployment Compensation Fund, and Property & Casualty Pool. Only
the assets belonging to the Workers’ Compensation Fund are included in these financial statements. The money
market mutual fund is held in a separate Trust solely for the Workers’ Compensation Fund.

Custodial Credit Risk-Fund Deposits: Custodial credit risk is the risk that in the event of a bank failure, the Fund’s
deposits in excess of the FDIC insured limit may not be recoverable. The Fund addresses this risk by minimizing
balances in bank accounts. Checking accounts are on a zero balance basis and collected funds are transferred
from the CMA - deposit account on a daily basis either to the checking accounts to cover checks presented for
payment or to a money market fund outside of the bank. Funds in the CMA - deposit account are insured by the
FDIC up to $250,000 through December 31, 2009. Any balance in this account in excess of the FDIC insured limit
is considered uninsured and uncollateralized and subject to custodial credit risk. The CMA - mutual fund
investment sweep and the money market mutual fund are mutual funds outside the bank, invested in

short-term government securities. These funds are uninsured and uncollateralized, and subject to custodial
credit risk.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

investments

At December 31, 2008, the Fund had the following investments and maturities:

<1vyear 1to 5 years 5 + years
Investment types: Fair Value to Maturity to Maturity to Maturity
Certificates of deposit (1) $4,118,737 3,000,000 1,118,737 -
Corporate Bonds 418,780 - 418,780 -
U.S. government obligations 61,556,316 13,181,205 48,375,111 -
Totals S 66,093,833 16,181,205 49,912,628 -

(1) All of the certificates of deposit held at December 31, 2008 were covered by FDIC.

At December 31, 2007, the Fund had the following investments and maturities:

< 1vyear 1to 5years 5 +years
Investment types: Fair Value to Maturity to Maturity to Maturity
U.S. government obligations S 58,688,071 17,096,686 41,591,385 -
Totals $ 58,688,071 17,096,686 41,591,385 -

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The Fund’s investment policy requires that, to the extent possible, the Fund attempts to
match investments with anticipated cash requirements. Purchases of securities are guided by the need to
provide flexibility in the portfolio to meet expected cash flows, with a prudent margin for the unexpected, for
the next five years. Maturities may extend to a maximum of five years, based on a projected cash requirement
and available yields. Liquidity risk, as defined by the Fund’s investment policy, is the risk that funds may not be
available as needed, or may be available only by liquidating investments with a resultant capital loss. The Fund’s
investment policy requires that investment maturities be timed to meet projected cash flow requirements, with

a margin for the unexpected. The maximum maturity permitted under Board policy in 2008 and 2007 was five
years.

Credit Risk: Credit risk is the risk that the entity in which the Fund has invested may be unable to redeem
investments when they mature. The Fund’s investment policy limits investments to entities that have high
ratings by recognized rating agencies. Management monitors the ratings of entities in which it has invested and
would sell investments should a significant rating decline occur. No such issues were noted in 2008 or 2007. The

Fund held one investment in a corporate bond as of December 31, 2008, with a fair value of $418,780, which
had an S&P rating of BBB-.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMIPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Custodial Credit Risk-Fund Investments: For investments, custodial credit risk is the risk that, in the event of
failure of the counterparty, the Fund will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The Fund addresses this risk by having the custodian

hold investments to the Fund’s benefit, by maintaining high quality standards for the entities in which it invests
and by monitoring the ratings of entities in which it has invested.

Concentration of Credit Risk: It is the Fund’s policy to diversify its investments by security type to mitigate
concentration risk. 2008 and 2007 asset allocation targets were as follows: money market funds: 10%, U.S.
government securities: 85%, and corporate bonds: 5%. Actual levels vary over the course of the year, and may
be adjusted by management based on changing economic conditions.

NET APPRECIATION IN FAIR VALUE OF INVESTMENTS

Net appreciation in fair value during the years ended December 31, 2008 and 2007 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses.

2008 2007
U.S. Government and agency securities $1,991,156 1,733,210
Totals 1,991,156 1,733,210
CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2008 was as follows:
Balance Balance
12/31/07 Additions Deletions 12/31/08
Capital assets, being depreciated:
Computer equipment and software $ 547,239 3,579 27,552 523,266
Less: accumulated depreciation (365,121) (100,076) (7,657) {457,540)
Total capital assets, net $182,118 (96,497) 19,895 65,726
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2008, are developed from an actuarially
determined loss analysis and are as follows:

Reserve Net Actuarially
based on Actuarial Total paid determined
Fund Year known claims  reserves reserves claims ultimate claims
1978-1979 - - - 719,077 719,077
1979-1980 - - - 2,532,544 2,532,544
1980-1981 - - - 3,327,467 3,327,467
1981-1982 - - - 2,957,391 2,957,391
1982-1983 - - - 3,977,589 3,977,589
1983-1984 - - - 5,077,576 5,077,576
1985 406,709 51,544 458,253 7,122,139 7,580,392
1986 86,731 34,626 121,357 7,166,459 7,287,816
1987 555,009 - 555,009 8,740,479 9,295,488
1988 43,225 17,257 60,482 7,938,191 7,998,673
1989 77,044 30,759 107,803 9,557,118 9,664,921
1990 10,385 4,146 14,531 8,656,211 8,670,742
1991 28,945 6,020 34,965 7,930,136 7,965,101
1992 52,754 15,665 68,419 8,886,641 8,955,060
1993 115,791 30,645 146,436 9,287,128 9,433,564
1994 27,519 23,521 51,040 6,014,132 6,065,172
1995 271,726 22,802 294,528 4,206,774 4,501,302
1996 151,914 83,350 235,264 4,932,758 5,168,022
1997 224,976 106,193 331,169 4,545,371 4,876,540
1998 3,322 169 3,491 4,420,930 4,424,422
1999 285,826 151,045 436,871 6,113,366 6,550,237
2000 567,921 188,526 756,447 6,127,130 6,883,577
2001 650,562 288,368 938,930 6,717,034 7,655,964
2002 1,663,974 516,444 2,180,418 8,340,379 10,520,797
2003 1,711,324 816,480 2,527,804 8,065,213 10,593,017
2004 1,244,954 1,679,127 2,924,081 7,792,877 10,716,958
2005 1,198,597 1,824,209 3,022,806 6,916,377 9,939,183
2006 1,953,415 2,085,775 4,039,190 5,624,158 9,663,348
2007 3,039,569 2,128,306 5,167,875 5,617,384 10,785,259
2008 3,118,589 6,578,934 9,697,523 2,986,765 12,684,288
Totals 17,490,781 16,683,911 34,174,692 182,296,794 216,471,486
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMIPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS 1OSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Statement 2 include an offset recommended by the independent
actuary for loss reserve discounting. This offset provides for discounting the claims loss reserves by 5.0% based
on the payout patterns recorded over the Fund’s history. This reserve anticipates the accrual of conservatively
projected investment income over the life of each fund. This adjustment conforms with the funding
requirements of the State of Maine Bureau of Insurance.

Each fund year has entered into specific reinsurance contracts for individual claims as noted below. The limits
for the specific reinsurance for individual claims are as follows:

Specific Reinsurance

Fund year Attachment
1978-1979 to 1983-1984 S 250,000
1985 to 1990 350,000
1991 to 1997 400,000
1998 to 2000 350,000 (400,000 for Maritime)
2001 to 2002 400,000
2003 500,000
2004 to 2008 1,000,000

Aggregate reinsurance contracts covering total claims paid were purchased for each fund year from 1978-79 to
2003, with the exception of 1991-1993. As of January 1, 2004 aggregate reinsurance was no longer purchased.
The attachment points for each of the fund years covered are listed in the following chart.
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The aggregate reinsurance limits are listed below along with the total amounts recoverable from both the
specific and aggregate reinsurance policies based on the actuarially determined ultimate losses as follows:

Actuarially Ultimate Ultim ate Ultimate Ultimate
determined specific losses, net Aggregate aggregate TOTAL
ultimate reinsurance of specific reinsurance reinsurance reinsurance
Fund Year losses recoverable recovery attachment recoverable recoverable
1978-1979 719,077 - 719,077 1,000,000 - -
1979-1980 2,532,544 128,876 2,403,668 1,647,658 756,010 884,886
1980-1981 3,327,467 380,643 2,946,824 1,896,317 1,050,507 1,431,150
1981-1982 2,957,391 62,621 2,894,770 2,756,246 138,524 201,145
1982-1983 3,977,589 433,045 3,544,544 2,987,189 557,355 990,400
1983-1984 5,077,576 273,943 4,803,633 3,379,864 1,423,769 1,697,712
1985 7,580,392 697,892 6,882,500 3,913,707 2,968,793 3,666,685
1986 7,287,816 - 7,287,816 4,923,803 2,364,013 2,364,013
1987 9,295,488 727,804 8,567,684 9,280,199 - 727,804
1988 7,998,673 149,907 7,848,766 11,524,021 - 149,907
1989 9,664,921 - 9,664,921 12,871,277 - -
1990 8,670,742 45,416 8,625,326 14,547,254 - 45,416
1991 7,965,101 - 7,965,101 - - -
1992 8,955,060 145,143 8,809,917 - - 145,143
1993 9,433,564 665,192 8,768,372 - - 665,192
1994 6,065,172 - 6,065,172 13,858,008 - -
1995 4,501,302 109,751 4,391,551 13,406,985 - 109,751
1996 5,168,022 - 5,168,022 11,636,779 - -
1997 4,876,540 91,013 4,785,527 12,000,000 - 91,013
1998 4,424,422 - 4,424,422 7,894,675 - -
1999 6,550,237 42,769 6,507,468 8,595,625 - 42,769
2000 6,883,577 172,392 6,711,185 9,733,330 - 172,392
2001 7,655,964 264,649 7,391,315 10,711,749 - 264,649
2002 10,520,797 317,308 10,203,489 11,329,907 - 317,308
2003 10,593,017 303,261 10,289,756 12,156,437 - 303,261
2004 10,716,958 - 10,716,958 - - -
2005 9,939,183 - 9,939,183 - - -
2006 9,663,348 - 9,663,348 - - -
2007 10,785,259 69,528 10,715,731 - - 69,528
2008 12,684,288 - 12,684,288 - - -
Totals 216,471,486 5,081,153 211,390,333 182,051,030 9,258,971 14,340,124
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

A. M. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The
2006 A. M. Best rating for each company is also listed.

Type of A. M. Best Fin size
Fund vear Reinsurance carrier coverage rating category

1978-79 to 1979-80 International Insurance Co. (ISLIC) Specific {(not rated) (not rated)
1980-81 to 1981-82 United States Fire Insurance Co. Specific A (Excellent) XV
1982-83 to 1983-84 General Accident Ins. Co. of Amer. Specific A- (Excellent) Vil
1978-79 to 1983-84 Employers Reinsurance Corp. Specific and

Aggregate A+ (Superior) XV
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess

Aggregate (not rated) (not rated)
1985 to 1990 General Reinsurance Corp. Specific and

Aggregate A++ (Superior) XV
1985 to 1986 Royal Insurance Company Excess

Specific A- (Excellent) XV
1991 General Reinsurance Corp. Specific A++ (Superior) XV
1992 to 1993 Odyssey America Reinsurance Corp Specific A (Excellent) XV

(formerly TIG Reinsurance Company)
1994 to 1995 Travelers Specific and
(formerly Aetna Casualty & Surety) Aggregate A+ (Superior) XV

1996 to 2004 Safety National Casualty Corp. Specific and

Aggregate A (Excellent) IX
2005 to 2008 Safety National Casualty Corp. Specific A (Excelient) IX

UNPAID CLAIMS LIABILITIES

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents
changes in these aggregate liabilities as of December 31:

2008 2007
Net claims loss and claims service reserves at beginning of year S 28,275,258 25,905,957
incurred claims and claims service reserve expenses:
Provision for insured events of the current year 12,905,410 11,784,107
Increases in provision for insured events of prior years 1,144,912 821,717
Total insured claims and claims service
reserve expenses 14,050,322 12,605,824
Payments:
Claims attributable to insured events of the current year 2,998,798 3,555,443
Claims attributable to insured events of prior years 6,724,225 6,630,080
Total payments 9,723,023 10,235,523
Net claims loss and claims service reserves at end of year $ 32,602,557 28,275,258
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

EXPENSES

Reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the initial fiscal

year of each fund for all of the services expected to arise out of that fund. Changes in these expenses are
treated as current income or expense.

INTERFUND TRANSFERS

In order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Transfers affected during 2008 are shown within Schedule 3. The net of all transfers made
between Workers' Compensation Funds since inception is reflected in Schedule 4.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated into four components.

Amounts invested in capital assets, net of debt and depreciation; represent the Fund’s equity in claims and
underwriting software held jointly with the MMA Property and Casualty Fund. As of December 31, 2008 and

2007, invested in capital assets, net of related debt and depreciation, totaled $65,726 and $182,118,
respectively.

The amount restricted for statutory funding is calculated by an independent actuary to a 75% confidence level
based on the loss development variations experienced by the Maine Municipal Associations Workers'
Compensation Fund over its history. The calculation indicates that this reserve plus the claims loss reserve and
claims service/assessments reserve will be adequate to that confidence level to cover variations in the claims
loss reserve development. This adjustment also conforms with the funding requirements of the State of Maine
Bureau of Insurance. As of December 31, 2008 and 2007, the reserve for statutory funding totaled $1,971,565
and 51,919,383, respectively.

The Board designated amount is maintained to recognize the possibility that actual loss development may vary
from the expected development underlying the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2008 and 2007, the
Board designated reserve totaled $2,964,392 and $2,777,731, respectively.

The contingency reserve represents accumulated funding in excess of the amounts invested in capital assets,
the statutory requirements and the board designated reserves. The Workers' Compensation Fund Trustees have
established this reserve to be held for the future financial stability of the Fund. As of December 31, 2008 and
2007, the contingency reserve totaled $38,780,173 and $35,948,653, respectively.
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third parties to settle claims liabilities. These liabilities have
been removed from the statements of net assets. The annuities have been purchased from highly rated
insurance companies and management believes that the likelihood that the Fund will be required to make
future payments on the claims is remote. The aggregate original purchase amount of such annuities at
December 31, 2008 and 2007 totaled $8,530,052 and $8,524,041, respectively.

TERMINATED MEMBERS' RESERVE

Section IIIE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for their
proportionate share of the incremental difference between funding at the 90™ confidence level and the 95
confidence level. The Rule further states that the group must increase its security by such sums.

At December 31, 2008, the Fund maintained security for all fund years at or above the 95" confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 95™ confidence level and
no additional security is required.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Development Information

December 31, 2008

The analysis gives a summary of the income and expenses by fund year, along with comparative

data on paid claims and incurred claims since inception of the fund year.

1399 2000 2001 2002 2003 2004 2005 2006 2007 2008
Required contribution and investment income:
Earned $ 9178928 7,605,755 7,854,239 9,170,077 10,720,601  12,841.468 14,498,477  15732.013 16,413,332 15,949,570
Ceded 508,299 474,434 615,289 472,360 597,909 648,343 510,909 537,943 584,974 606,908
Net earned 8,670,629 7,131,321 7,238,850 8,697,717 10,122,692 12,193,125 13,987,568 15,194,070 15,828,358 15,342,662
Unallocated expenses 2,555.019 2,592,401 2.628.475 2,935,041 3,292,716 3.857.904 4,474,840 4,362,761 4,760,826 5,380,902
Estimated incurred claims and expense,
end of policy year:
Incurred 6,180,377 6,180,377 5,507,742 6,179,602 7.390.466 8,053,929 8,688,209 9,991,417 9,488,115 10,045,119
Net incurred 6,180,377 6,180,377 5,507,742 6,179,602 7.390,466 8,053,929 8,688,209 9,991,417 9,488,115 10,045,119
Paid claims (cumulative) as of:
End of policy year 1,499,370 1,685,234 1,873,700 2,218.838 2,445,502 2,466,468 2,932,275 2,810,538 2,853,292 5,645,838
One year later 2,616,541 2,947,430 3,731,396 4,033,996 4,566,870 4,680,401 5,143,377 5,288,241 5,662,305 -
Two years later 3,243,287 4,006,973 4,697,542 4,692,702 6,115.453 5,944,908 6,309,517 7,006,011 - -
Three years later 3,620,624 4,677,433 5215231 5,318,881 6,840,431 6,884,799 7,943,187 - - -
Four vears later 4,013,950 4,970,990 5,612,268 5,659,455 7.467,625 8,223,589 - - - -
Five years later 4,097,062 5,312,359 5,766,146 6,161,809 8,654,551 - - - - -
Six years later 4,193,849 5,661,112 6,244,452 6,794,549 - - - - - -
Seven vears later 4,321,952 6,047,774 6,497,485 - - - - - - -
Eight years later 4,474,638 6,335,688 - - - - - - - -
Nine years later 4,559,055 - - - - - - - - -
Ten years later - - - - - - - - - -
Reestimated ceded claims and expense - (42,769) (32.887) (139.097) - {303,261) - - - -
Reestimated incurred claims and expense as of:
End of policy vear 6,180,377 5,507,742 6,179,602 7.390,466 8,053,929 8,688,209 10,888,106 10,392,397 10,500,429 10,785,259
One year later 4,915,253 5.616,297 6,862,389 7,809,051 8,148,115 8,900,125 10,121,585 10,255,739 9,663,348 -
Two years later 5,075,135 5,900,271 6,950,313 7,030,606 9,452,075 9,312,529 9,659,901 9,939,183 - -
Three years later 4,741,715 6,219,413 6,450,286 6,995,596 9,021,400 9,924,111 10,716,958 - - -
Four years later 5284020 6,361,530 6,752,783 7,215,623 9,368,300 10,593,017 - - - -
Five years later 5,095,260 6,812,567 6,475,223 7,413,579 10,520,797 - - - - -
5ix years later 4,690,726 6,860,771 6,594,911 7,655,964 - - - - - -
Seven years later 4,615,853 6,774,228 6,883,577 - - - - - - -
Eight years fater 4,582,458 6,550,237 - - - - - - - -
Nine years later 4,424,422 - - - - - - - - -
Ten years later - - - - - - - - - -
(Increase) decrease in estimated incurred claims
and expense from end of policy year $ (1,755,955) 1,042,495 703,975 265,498 2,466,868 1,904,808 {171,148) (453,214) {837,081) -
20
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2008
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents - - - - - - 25,607 12,133 13,652 17,610
Investments:
Certificate of deposit - - - - - - 10,960 5,193 5,843 7,537
Corporate bonds - - - - - - 1,114 528 594 766
U.S. Government and agency securities - - - - - - 163,808 77,613 87,329 112,650
Total investments - - - - - - 175,882 83,334 93,766 120,953
Accounts receivable - - - - - - - - - -
Accrued interest receivable - - - - - - 1,778 843 948 1,223
Prepaid expenses - - - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - - - -
Less accumulated depreciation - - - - - - - - - -
Net capital assets - - - - - - - - - -
Total assets - - - - - - 203,267 96,310 108,366 139,786
LIABILITIES
Liabilities:
Accounts payable - - - - - - 33,889 - - -
Deferred revenue - - - - - - - - - -
Claims loss reserves:
Claims reserve - - - - - - 458,253 121,357 555,009 60,482
Reinsurance recoverable - - - - - - (499,496) (170,937) (615,923} -
Loss reserve discounting - - - - - - - - - (554}
Net claims loss reserves - - - - - - (41,243) (49,580) (60,914) 59,928
Claims service/assessments reserve - - - - - - 50,826 18,758 58,821 8,213
Net claims loss reserves - - - - - - 9,583 (30,822) (2,093} 68,141
Total liabilities - - - - - - 43,472 {30,822) {2,093) 68,141
NET ASSETS g
invested in capital assets, net of related debt - - - - - - - - - -
Reserve for statutory funding - - - - - - - - - 4,566 g
" Unrestricted: >
Board designated - - - - - - - - - 6,559 |
Contingency reserve - - - - - - 159,795 127,132 110,459 60,520
o
Total net assets - - - - - - 159,795 127,132 110,459 71,645 ©
-—
0
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2008
1989 1990 1991 1992 1993 1994 1995 1996 1997
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents 25,180 9,525 42,924 61,579 52,632 68,931 69,446 223,267 459,242
investments:
Certificate of deposit 10,778 4,077 18,372 26,357 22,528 29,504 29,725 95,563 196,567
Corporate bonds 1,096 414 1,868 2,680 2,291 3,000 3,022 9,717 19,986
U.S. Government and agency securities 161,076 60,932 274,583 393,919 336,689 440,951 444,248 1,428,241 2,937,777
Total investments 172,950 65,423 294,823 422,956 361,508 473,455 476,995 1,533,521 3,154,330
Accounts receivable - - - - - - - - -
Accrued interest receivable 1,748 661 2,980 4,275 3,654 4,786 4,822 15,502 31,886
Prepaid expenses - - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - - -
Less accumulated depreciation - - - - - - - - -
Net capital assets - - - - - - - - -
Total assets 199,878 75,609 340,727 488,810 417,794 547,172 551,263 1,772,290 3,645,458
LIABILITIES
Liabilities:
Accounts payable - - - - - - - - -
Deferred revenue - - - - - - - - -
Claims loss reserves:
Claims reserve 107,803 14,531 34,965 68,419 146,436 51,040 294,528 235,264 331,169
Reinsurance recoverable - - - - (275,823) - {109,751) - -
Loss reserve discounting (988) (133) (320} (627) {1,342) (468) {1,738} {2,155) (6,026)
Net claims |oss reserves 106,815 14,398 34,645 67,792 {130,729) 50,572 183,039 233,109 325,143
Claims service/assessments reserve 16,118 6,620 - 5,485 10,442 31,809 15,333 36,149 28,163 45,136
Net claims loss reserves 122,933 21,018 40,130 78,234 {98,920) 65,905 219,188 261,272 370,279
Total liabilities 122,933 21,018 40,130 78,234 (98,920) 65,905 219,188 261,272 370,279
NET ASSETS
Invested in capital assets, net of reiated debt - - - - - - - - -
Reserve for statutory funding 8,612 1,167 2,768 5,374 11,465 3,971 5,238 17,746 24,761
Unrestricted:
Board designated 11,218 1,506 3,663 7,211 15,471 5,417 7,546 25,529 35,599
Contingency reserve 57,115 51,918 294,165 397,991 489,778 471,879 319,291 1,467,743 3,214,819
Total net assets 76,945 54,591 300,597 410,576 516,714 481,267 332,075 1,511,018 3,275,179
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2008
1998 1999 2000 2001 2002 2003 2004 2005 2006
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents S 689,747 404,274 300,757 426,001 294,057 547,217 707,120 1,072,572 1,218,868
Investments:
Certificate of deposit 295,229 173,040 128,732 182,339 125,864 234,223 302,665 459,087 521,706
Corporate bonds 30,018 17,594 13,089 18,540 12,797 23,815 30,774 46,679 53,045
U.S. Government and agency securities 4,412,321 2,586,148 1,923,948 2,725,135 1,881,085 3,500,559 4,523,459 6,861,259 7,797,114
Total investments 4,737,568 2,776,782 2,065,769 2,926,014 2,019,746 3,758,597 4,856,898 7,367,025 8,371,865
Accounts receivable - - - - - - - - -
Accrued interest receivable 47,890 28,069 20,882 29,578 20,417 37,994 49,097 74,470 84,627
Prepaid expenses - - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - - -
Less accumulated depreciation - - - - - - - - -
Net capital assets - - - - - - - - -
Total assets S 5,475,205 3,209,125 2,387,408 3,381,593 2,334,220 4,343,808 5,613,115 8,514,067 9,675,360
LIABILITIES
Liabilities:
Accounts payable - - - - - - - - -
Deferred revenue - - - - - - - - -
Claims loss reserves:
Claims reserve 3,491 436,871 756,447 938,930 2,180,418 2,527,804 2,924,081 3,022,806 4,039,190
Reinsurance recoverable - - (172,392) (126,410} (317,308) (303,261) - - -
Loss reserve discounting (125) (23,266) (38,880) (61,802) {156,945) (209,734) (301,987) (346,548) (507,562)
Net claims loss reserves 3,366 413,605 545,175 750,718 1,706,165 2,014,809 2,622,094 2,676,258 3,531,628
Claims service/assessments reserve 6,036 57,056 89,751 123,225 257,652 319,337 384,594 383,069 518,579
Net claims loss reserves 9,402 470,661 634,926 873,943 1,963,817 2,334,146 3,006,688 3,059,327 4,050,207
Total liabilities 9,402 470,661 634,926 873,943 1,963,817 2,334,146 3,006,688 3,059,327 4,050,207
NET ASSETS
Invested in capital assets, net of related debt - - - - - - - - -
Reserve for statutory funding 255 31,339 30,810 44,566 97,167 95,333 195,918 199,441 260,606
Unrestricted:
Board designated 370 45,444 45,098 64,841 143,911 140,899 290,853 297,384 395,012 |
Contingency reserve 5,465,178 2,661,681 1,676,574 2,398,243 129,325 1,773,430 2,119,656 4,957,915 4,969,535
Total net assets S 5,465,803 2,738,464 1,752,482 2,507,650 370,403 2,009,662 2,606,427 5,454,740 5,625,153
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2008
2007 2008 2009 WCSS WC Training Totals
Fund Year Fund Year Fund Year Fund Fund 2008 2007
ASSETS
Cash and cash equivalents 1,241,336 1,618,320 13,226 7,441 9,622,664 9,482,574
Investments:
Certificate of deposit 531,322 692,681 5,660 3,185 4,118,737 -
Corporate bonds 54,023 70,430 576 324 418,780 -
U.S. Government and agency securities 7,940,841 10,352,420 84,603 47,608 61,556,316 58,688,071
Total investments 8,526,186 11,115,531 90,839 51,117 66,093,833 58,688,071
Accounts receivable - 5,064 - - 5,064 52,112
Accrued interest receivable 86,189 112,362 918 518 668,117 665,663
Prepaid expenses - 50,351 - - 50,351 32,605
Capital assets:
Computer equipment and software - 523,266 - - 523,266 547,239
Less accumulated depreciation - (457,540) - - {457,540) (365,121)
Net capital assets - 65,726 - - 65,726 182,118
Total assets 9,853,711 12,967,354 104,983 59,076 76,505,755 69,103,143
LIABILITIES
Liabilities:
Accounts payable - 162 - - 34,051 -
Deferred revenue - 87,291 - - 87,291 -
Claims loss reserves:
Claims reserve 5,167,875 9,697,523 - - 34,174,692 29,609,402
Reinsurance recoverable (69,527) - - - (2,660,828) (2,254,263)
Loss reserve discounting (670,612) (1,177,237) - - (3,509,049) (3,487,566)
Net claims loss reserves 4,427,736 8,520,286 - - 28,004,815 23,867,573
Claims service/assessments reserve 740,244 1,386,326 - - 4,597,742 4,407,685
Net claims loss reserves 5,167,980 9,906,612 - - 32,602,557 28,275,258
Total liabilities 5,167,980 9,994,065 - - 32,723,899 28,275,258
NET ASSETS
Invested in capital assets, net of related debt - 65,726 - - 65,726 182,118
Reserve for statutory funding 305,128 625,333 - - 1,971,565 1,919,383
Unrestricted:
Board designated 464,475 956,386 - - 2,964,392 2,777,731
Contingency reserve 3,916,128 1,325,844 104,983 59,076 38,780,173 35,948,653
Total net assets 4,685,731 2,973,289 104,983 59,076 43,781,856 40,827,885
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the Period Ended December 31, 2008
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions - - - - - - - - - -
Less discounts - - - - - - - - - -
Less loss control credit - - - - - - - - - -
Less medical deductible credit - - - - - - - - - -
Net contributions - - - - - - - - - -
Investment income - - - - - - 7.285 3,860 4,524 4,907
Unrealized gain {loss) on investments - - - - - - 5,295 2,012 2,277 3,564
Total revenue - - - - - - 12,580 5,872 6,801 8,471
Expenses:
Claims paid - - - - - - 99,695 46,807 47,773 103
Claims reserve - current year adjustment - - - - - - (14,336) (27,946) (40,011) 3,588
Subrogation recavery - - - - - - {88,023} - - -
Deductible recovery - - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - - -
Ultimate claims loss - - - - - - {2,664) 18,861 7,762 3,691
Reinsurance recovered - - - - - - 15,756 (7,629) - -
Reinsurance recoverable adjustment - - - - - - {13.092) (11,232) (181) -
Supplemental benefits fund recovered - - - - - - - - - -
Net ultimate claims loss - - - - - - - - 7.581 3,691
Loss reserve discounting - - - - - - - - 83 69
Net claims expense - - - - - - - - 7,664 3,760
Reinsurance premium - - - - - - - - - -
Professional service - - - - - - - - - -
Administrative fees - - - - - - - - - -
Regulatory assessments and fees - - - - - - - - - -
Claims service/assessments reserve - - - - - - (6,599) (2,415) (8,667) (87)
Safety and scholarship grants - - - - - - - - - -
Legal and consultant fees - - - - - - - - - -
Training expense - - - - - - - - - -
Depreciation expense - - - - - - - ~ - -
Maintenance contracts - - - - - - - - - -
Dividends paid - - - - - - - - - -
Total expenses - - - - - - (6,599) (2,415) {1,003) 3,673
Change In net assets before transfers - - - - - - 19,179 8,287 7.804 4,798
Iinterfund transfers:
To 2008 fund {27,133) {27,133) {27,554) {27,152) (26,942) (27,134) - - - -
Net change in net assets (27,133) (27.133) (27,554) (27,152) (26,942) (27,134) 19,179 8,287 7,804 4,798
Net assets, beginning 27,133 27,133 27,554 27,152 26,942 27,134 140,616 118,845 102,655 66,847
Net assets, ending - - - - - - 159,795 127,132 110,459 71,645
25

#2£81000 VYININ



MAINE MUNICIPAL ASSOCIATION schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the Period Ended December 31, 2008

1989 1990 1991 1992 1993 1994 1995 1996 1997
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:

Contributions $ - - - - - - - - -
Less discounts - - - - - - - - -
Less loss control credit - - - - - - - - -
Less medical deductible credit - - - - - - - - -

Net contributions - - - - - - - - -
Investment income 7,157 2,678 11,981 17,486 12,535 20,366 20,339 72,186 139,553
Unrealized gain {loss) on investments 4,913 1,917 8,651 12,184 12,209 13,284 13,650 33,182 80,211

Total revenue 12,070 4,595 20,632 29,670 24,744 33,650 33,989 105,368 219,764

Expenses:

Claims paid 17,470 1,098 3,224 25,776 58,452 61,330 49,429 19,748 89,073
Claims reserve - current year adjustment (48,638) 13,743 (4,145) (6,089) (256,365) {115,850) 147,939 (10,154) 63,289
Subrogation recovery - - - {1,331) - - - (1,520) -
Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - -

Uitimate claims loss (31,168) 14,841 (921) 18,356 (197,913) {54,520} 197,368 8,074 152,362
Reinsurance recovered - - - - {187,886} - - - -
Reinsurance recoverable adjustment - - - - 379,583 - {109,751) - -
Supplemental benefits fund recovered - - - - - - - - -

Net ultimate claims loss (31,168) 14,841 {921) 18,356 (6,216) (54,520) 87,617 8,074 152,362
Loss reserve discounting 724 (124) 108 188 842 1,358 {134) 3,173 5,432

Net claims expense (30,444) 14,717 (813) 18,544 (5.374) {53,162) 87,483 11,247 157,794

Relnsurance premium - - - - - - - - -
Professional service - - - - - - - - R
Administrative fees - - - - - - - - -
Regulatory assessments and fees - - - - - - - - _
Claims service/assessments reserve (7,180} 3,709 (3,942) 598 {77,531) {6,959} 7,564 (3,475} 4,050
Safety and scholarship grants - - - - - - - - R
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - -

Maintenance contracts - - - - - - - -
Dividends paid - - - - - - - - .

Total expenses (37,624) 18,426 (4,755) 19,142 (82,905) (60,121) 95,047 7,772 161,844

Change in net assets before transfers 49,694 {13,831) 25,387 10,528 107,649 93,771 (61,058) 97,596 57,920
Interfund transfers:

To 2008 fund - - - - - - - {1,000,000} {1,000,000)

Net change in net assets 49,694 {13,831) 25,387 10,528 107,649 93,771 (61,058) (902,404) (942,080)

Net assets, beginning 27,251 68,422 275,210 400,048 409,065 387,496 393,133 2,413,422 4,217,259

Net assets, ending $ 76,945 54,591 300,597 410,576 516,714 481,267 332,075 1,511,018 3,275,179
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the Period Ended December 31, 2008
1998 1999 2000 2001 2002 2003 2004 2005 2006
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions - - - - - - - - -
Less discounts - - - - - - - - -
Less loss control credit - - - - - - - - -
Less medical deductible credit - - - - - - - - -
Net contributions - - - - - - - - -
Investment income 198,538 113,312 86,304 121,707 86.639 164,818 211,340 310,039 355,800
Unrealized gain {loss} on investments 132,063 81,434 60,142 84,057 56,393 103,641 134,457 208,968 236,334
Total revenue 330,601 194,746 146,446 205,764 143,032 268,459 345,797 519,007 592,134
Expenses:
Claims paid 34,465 41,146 125,802 201,425 316,485 685,622 892,820 768,090 1,047,996
Claims reserve - current year adjustment (316,443) (142,921) {191,497) {130,866) (5,922) {245,636} (44,539) (719,151) (228,422)
Subrogation recovery - - {18,213) (177) (7,522} {1,133) (16.,627) (14,266) (4,569)
Deductible recovery - - - - - - - - (525)
Supplemental benefits fund recovered - - - - - - - - -
Ultimate claims loss (281,978) {101,775) (83,908) 70,382 303,041 438,853 831,654 34,673 814,480
Reinsurance recovered - - - - - - - - -
Relnsurance recoverable adjustment - - {139,504) {125,552) {317,308) - - - -
Supplemental benefits fund recovered - - - - - - - - -
Net ultimate claims loss (281,978) (101.775) (223,412) {55,170} (14,267) 438,853 831,654 34,673 814,480
Loss reserve discounting 20,105 22,457 46,467 51,755 96,660 98,370 93,474 183,987 128,611
Net claims expense (261,873) {79,318) {176,945) (3,415) 82,393 537,223 925,128 218,660 943,091
Relnsurance premium - - - - - - - - -
Professional service - - - - - - - - -
Administrative fees - - - - - - - - -
Regulatory assessments and fees - - - - - - - (6,882) -
Claims service/assessments reserve (34,816) {33,009) (32,060) {58,503) (76,809) (32,227) {3,554) (113,634) (129,280)
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - - -
Maintenance contracts - - - ~ - - - - -
Dividends paid - - - - - - - - -
Total expenses {296,689) (112,327) {209,005) (61,918) 5,584 504,996 921,574 98,144 813,811
Change In net assets before transfers 627,290 307,073 355,451 267,682 137,448 (236,537) (575,777) 420,863 (221,677)
interfund transfers:
To 2008 fund (606,484) - - - - - - - -
Net change in net assets 20,806 307,073 355,451 267,682 137,448 (236,537) (575,777) 420,863 (221,677)
Net assets, beginning 5,444,997 2,431,391 1,397,031 2,239,968 232,955 2,246,199 3,182,204 5,033,877 5,846,830
Net assets, ending 5,465,803 2,738,464 1,752,482 2,507,650 370,403 2,009,662 2,606,427 5,454,740 5,625,153
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the Period Ended December 31, 2008

2007 2008 2009 WCSS WC Training Totals
Fund Year Fund Year Fund Year Fund Fund 2008 2007
Revenue:
Contributions S 458,473 19,004,079 - - - 19,462,552 17,730,206
Less discounts - {1,866,762) - - - (1,866,762) (1,681,943)
Less loss control credit - (466,599) - - - (466,599} (394,652)
Less medical deductible credit - (8,513) - - - (8,513) (8,358)
Net contributions 458,473 16,662,205 - - - 17,120,678 15,645,253
Investment income 378,283 374,429 - - - 2,726,066 2,922,224
Unrealized gain {loss} on investments 232,930 467,388 - - - 1,991,156 1,733,210
Total revenue 1,069,686 17,504,022 - - - 21,837,900 20,300,687
Expenses:
Claims paid 2,090,395 2,998,798 - - - 9,723,022 10,235,523
Claims reserve - current year adjustment (2,811.,861) 9,697,523 - - - 4,565,290 1,814,120
Subrogation recovery {10,526) (6,094) - - - {170,001) (229,281)
Deductible recovery {5,051) {5,939) - - - {11,515} {10,556)
Supplementat benefits fund recovered - - - - - - {21,000)
Ultimate claims loss ) (737,043) 12,684,288 - - - 14,106,796 11,788,806
Reinsurance recovered - - - - - {179,759} (221,583)
Reinsurance recoverabie adjustment (69,528) - - - - (406,565) 393,994
Supplemental benefits fund recovered - - - - - - -
Net ultimate claims loss (806,571) 12,684,288 - - - 13,520,472 11,961,217
Loss reserve discounting 402,149 (1,177,237) - - - (21,483) {283,653)
Net claims expense (404,422) 11,507,051 - - - 13,498,989 11,677,564
Reinsurance premium 16,165 569,910 - - - 586,075 606,908
Professional service - 107,644 - - - 107,644 129,664
Administrative fees - 2,899,222 - - - 2,899,222 3,176.335
Regulatory assessments and fees - 616,797 - - - 609,915 647,945
Claims service/assessments reserve {581,445) 1,386,327 - - - 190,056 496,692
Safety and scholarship grants - - - 198,974 - 198,974 203,513
Legal and consultant fees 11,500 - - - - 11,500 13,137
Training expense - - - - 85,000 85,000 32,500
Depreciation expense - 92,419 - - - 92,419 102,604
Maintenance contracts - 104,632 - - - 104,632 76,232
Dividends paid 499,503 - - - - 499,503 497,979
Total expenses {458,699) 17,284,002 - 198,974 85,000 18,883,929 17,661,073
Change in net assets before transfers 1,528,385 220,020 - (198.,974) (85,000) 2,953,971 2,639,614
Interfund transfers:
To 2008 fund 2,769,532 - - -
Net change in net assets 1,528,385 2,989,552 - (198,974) {85,000) 2,953,971 2,639,614
Net assets, beginning 3,157,346 {16,263) - 303,957 144,076 40,827,885 38,188,271
Net assets, ending $ 4,685,731 2,973,289 - 104,983 59,076 43,781,856 40,827,885
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses

For the Period November 1, 1978 through December 31, 2008

Schedule 4

1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 898,836 2,198,194 2,906,927 4,240,842 4,595,671 5,632,583 6,021,088 6,838,615 8,513,891
Less discounts - - (290,693) (424,084} (459,567) (796,892) (852,654) {980.663) {1,236,385)
Less loss control credit - - - - - - - - -
Less medical deductibie credit - - - - - - - - -
Net contributions 898,836 2,198,194 2,616,234 3,816,758 4,136,104 4,835,691 5,168,434 5,857,952 7,277,506
Investment income 330,564 813,082 646,146 1,473,718 1,478,580 1,260,588 1,060,470 1,273,935 2,888,011
Miscellaneous revenue - 35 234 123 {125) 891 2,180 2,372 11,737
Total revenue 1,229,400 3,011,311 3,262,614 5,290,599 5,614,559 6,097,170 6,231,084 7,134,259 10,177,254
Expenses:
Claims paid 719,286 2,532,544 3,357,987 2,988,697 3,993,534 5,131,404 7,399,421 7,340,772 8,829,841
Claims reserve - - - - - - 458,253 121,357 555,009
Subrogation recovery (210 - {30,520) {31,306} (15,945) {53,828) (277.282) (174.312) (89,363)
Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - -
Ultimate claims loss 719,076 2,532,544 3,327,467 2,957,391 3,977,589 5,077,576 7,580,392 7,287,817 9,295,487
Reinsurance recovered - (884,885) {1,431,150) (201,144) (990,399) (1,697,712) (3,167,189) (2,193,076) (111,880)
Reinsurance recoverable adjustment - - - - - - (499,496) {170,937) (615,923}
Net ultimate claims loss 719,076 1,647,659 1,896,317 2,756,247 2,987,190 3,379,864 3,913,707 4,923,804 8,567,684
Loss reserve discounting - - - - - - - - -
Net claims expense 719,076 1,647,659 1,896,317 2,756,247 2,987,190 3,379,864 3,913,707 4,923,804 8,567,684
Relnsurance premium 137,237 312,790 419,524 478,576 363,680 411,812 520,415 699,461 1,178,993
Claims service fee pald 82,296 176,497 236,470 327,459 386,512 473,213 351,488 404,309 441,635
Professional service fees - - - - - - - - -
Administrative fees 13,627 49,349 55,671 254,892 398,727 499,345 660,000 441,000 500,000
Regulatory assessments and fees - - - 6,123 232 662 402 3,161 24,918
Claims service/assessments reserve - - - - - - 50,826 18,758 58,821
Safety and scholarship grants - - - - - - - ~ -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - - -
Maintenance contracts - - - - - - - - -
Dividends paid 106,990 73,229 - - - - - - -
Interest refund 188,639 591,990 537,188 793,891 508,732 243,525 - - -
Interest expense - - - - - - - - 992,030
Total expenses 1,247,865 2,851,514 3,145,170 4,617,188 4,645,073 5,008,421 5,496,838 6,490,493 11,764,081
Change in net assets before transfers {18,465) 159,797 117,444 673,411 969,486 1,088,749 734,246 643,766 {1,586,827)
Interfund transfers 18.465 {159,797) (117,444) (673,411) (969,486) (1,088,749} (574,451) (516,634) 1,697,286
From MMA General Fund - - - - - - - - -
Net assets, ending - - - - - - 159,795 127,132 110,459
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MAINE MUNICIPAL ASSOCIATION

WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses

For the Period November 1, 1978 through December 31, 2008

Schedule 4

1988 1989 1990 1991 1992 1993 1994 1995 1996
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 11,896,947 13,324,125 14,920,260 16,176,020 13,370,101 14,698,127 16,420,659 13,726,365 9,210,964
Less discounts (1,216,358)  (1,027,854)  (1,237,948)  {1,428,079)  {1,276,658)  (1,441,541)  {1,426,427)  {1,425,500) (798,972)
Less loss control credit - - - - - - - - (362,288)
Less medical deductible credit - - - - - - - - -
Net contributions 10,680,589 12,296,271 13,682,312 14,747,941 12,093,443 13,256,586 14,994,232 12,300,865 8,049,704
Investment income 3,996,560 3,843,793 3,717,837 4,177,426 3,505,408 3,320,007 3,052,106 3,277,692 3,975,317
Miscellaneous revenue 3,703 2,861 2,980 2,050 3,938 8,905 (716) 814 -
Total revenue 14,680,852 16,142,925 17,403,129 18,927,417 15,602,789 16,585,498 18,045,622 15,579,371 12,025,021
Expenses:
Claims paid 8,024,136 9,800,501 8,708,915 7,995,733 8,927,394 9,337,197 6,116,119 4,335,228 5,178,658
Claims reserve 60,482 107,803 14,531 34,965 68,419 146,436 51,040 294,528 235,264
Subrogation recovery (85.944) (243,383) {52,704) (65,596) (40,753) (29,069) (101,987) (128,454) (228,192)
Deductible recovery - - - - - - - - {17,708}
Supplemental benefits fund recovered - - - - - (21,000) - - -
Ultimate clatms loss 7,998,674 9,664,921 8,670,742 7,965,102 8,955,060 9,433,564 6,065,172 4,501,302 5,168,022
Reinsurance recovered (149,907) - (45,416) - (145,143) (389,370) - - -
Reinsurance recoverable adjustment - ~ - - - (275,822) - (109,751) -
Net ultimate claims loss 7,848,767 9,664,921 8,625,326 7,965,102 8,809,917 8,768,372 6,065,172 4,391,551 5,168,022
Loss reserve discounting {554) (988) {133) (320) (627) (1,342) (468) (1,738) (2,155)
Net claims expense 7,848,213 9,663,933 8,625,193 7,964,782 8,809,290 8,767,030 6,064,704 4,389,813 5,165,867
Reinsurance premium 1,384,557 1,768,008 1,884,136 1,000,000 1,258,394 1,396,197 1,377,769 1,326,533 949,462
Claims service fee paid 327,982 393,927 492,491 574,544 612,319 641,430 739,044 728,277 93,000
Professional service fees 160,000 159,500 203,002 233,817 254,729 276,029 271,628 4,916 22,331
Administrative fees 575,000 687,000 762,100 803,500 857,569 925,325 989,573 1,610,290 1,861,680
Regulatory assessments and fees 4,319 85,838 121,554 13,707 163,687 234,986 257,337 291,756 253,870
Claims service/assessments reserve 8,212 16,117 6,620 5,485 10,443 31,808 15,333 36,149 28,164
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - B -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - 19,269 44,505
Maintenance contracts - - - - - - - - 1,431
Dividends paid - - - 76,147 500,000 150,000 1,250,000 2,242,014 1,163,116
Interest refund - - - - - - - - -
Interest expense 105,260 81,904 - - - - - - -
Total expenses 10,413,543 12,856,227 12,095,096 10,671,982 12,466,431 12,422,805 10,965,388 10,649,017 9,583,426
Change in net assets before transfers 4,267,309 3,286,698 5,308,033 8,255,435 3,136,358 4,162,693 7.080,234 4,930,354 2,441,595
Interfund transfers (4,195,664) {3,209,753) (5,253,442) (7,954,838} (2,725,782) (3.645,979) (6.598,967) {4,598,279) (930,577)
From MMA General Fund - - - - - - - - -
Net assets, ending 71,645 76,945 54,591 300,597 410,576 516,714 481,267 332,075 1,511,018
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Cumulative Statement of Revenues and Expenses
For the Period November 1, 1978 through December 31, 2008

Schedute 4

1997 1998 1999 2000 2001 2002 2003 2004 2005
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 7,426,059 6,724,762 6,563,966 7,228,092 8,781,293 10,766,844 13,489,261 15,285,637 16,444,605
Less discounts (629,764) (531,730) (521,782) (596,605} (703,678) (895,300)  {1,183,988)  (1,394,079)  (1,539,835)
Less loss contro! credit (169,007) (184,472) (206,437) (220,584) (333,223 (328,432) (401,161) {362,445) (383,085)
Less medical deductible credit - {6,887) (6,230) (6,725) (9,382) (8,848) {9,061) (11,225) {10,610)
Net contributions 6,627,288 6,001,673 5,829,517 6,404,178 7,735,010 9,534,264 11,895,051 13,517,888 14,511,075
Investment income 3,621,148 3,507.857 1,970,984 1,596,507 1,640,831 1,329,369 1,214,876 1,321,386 1,739,945
Miscellaneous revenue - - - - - - - - -
Total revenue 10,248,436 9,509,530 7,800,501 8,000,685 9,375,841 10,863,633 13,109,927 14,839,274 16,251,020
Expenses:
Claims paid 4,722,939 4,559,055 6,335,688 6,497,485 6,794,549 8,654,551 8,223,589 7,943,187 7,006.011
Claims reserve 331,169 3,491 436,871 756,447 938,930 2,180,418 2,527,804 2,924,081 3,022,806
Subrogation recovery (165,446) {124,623) (168,563) (360,395) (66,456) (304,892) (149,349) {142,910) (77,007)
Deductible recovery (12,123) {13,501) (10,608} (9,960) (11,059) (9.280) (9.027) {7,400) (12,627
Supplemental benefits fund recovered - - (43,151) - - - - - -
Ultimate cfaims loss 4,876,539 4,424,422 6,550,237 6,883,577 7,655,964 10,520,797 10,593,017 10,716,958 9,939,183
Reinsurance recovered (91,013) ~ (42,769) - (138,239) - - - -
Reinsurance recoverable adjustment - - - (172,391) {126,411) (317,308) {303,261) - -
Net ultimate claims loss 4,785,526 4,424,422 6,507,468 6,711,186 7,391,314 10,203,489 10,289,756 10,716,958 9,939,183
Loss reserve discounting (6,026) (125) {23,266) {38,880} (61,802) {156,945} {209,734) (301,987) {346,548)
Net claims expense 4,779,500 4,424,297 6,484,202 6,672,306 7,329,512 10,046,544 10,080,022 10,414,971 9,592,635
Reinsurance premium 842,497 508,299 474,434 615,289 472,360 597,909 648,343 510,909 537,943
Claims service fee paid 14,050 15,500 18,000 - - - - - -
Professional service fees 23,256 26,224 28,577 58,855 50,675 47,723 104,363 29,741 100,262
Administrative fees 1,952,664 1,911,188 1,878,993 1,867,023 1,930,412 2,286,467 2,473,038 2,944,909 2,745,034
Regulatory assessments and fees 177,267 205,266 199,199 197,309 387,316 234,330 496,440 430,879 453,260
Claims service/assessments reserve 45,137 6,036 57,057 89,751 123,225 257,651 319,338 384,594 383,068
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense 51,996 45,988 41,315 39,991 39,616 47,129 56,306 154,841 99,173
Maintenance contracts 3,850 3,245 6,394 7.414 18,403 21,043 8,960 30,949 83,792
Dividends paid 355,455 341,572 362,866 368,132 385,394 398,373 399,459 498,927 498,172
Interest refund - - - - - - - - -
Interest expense - - - - - - - - -
Total expenses 8,245,672 7,487,615 9,551,037 9,916,070 10,736,913 13,937,169 14,586,269 15,400,720 14,493,339
Change in net assets before transfers 2,002,764 2,021,915 {1,750,536) (1,915,385) (1,361,072) (3,073,536} (1,476,342) (561.446) 1,757,681
Interfund transfers 1,272,415 3,029,444 4,489,000 3,667,867 3,868,722 3,443,939 3,486,004 3,167,873 3,697,059
From MMA General Fund - 414,444 - - - - - - -
Net assets, ending 3,275,179 5,465,803 2,738,464 1,752,482 2,507,650 370,403 2,009,662 2,606,427 5,454,740
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the Period November 1, 1978 through December 31, 2008

2006 2007 2008 2009 WCSS WC Training
Fund Year fFund Year Fund Year Fund Year Fund Fund Totals
Revenue:
Contributions $ 17,284,106 17,859,104 19,004,079 - - - 312,448,023
Less discounts (1,636,544) (1,681,943) {1,866,762) - - - (29,502,285)
Less loss control credit (384,305) (394,652) {466,599) - - - {4,196,690)
Less medical deductible credit (8,434) (8,358) (8,513} - - - (94,273)
Net contributions 15,254,823 15,774,151 16,662,205 - - - 278,654,775
Investment income 1,750,643 1,245,105 841,817 - - - 65,871,708
Miscellaneous revenue - - - - - - 41,982
Totai revenue 17,005,466 17,019,256 17,504,022 - - - 344,568,465
Expenses;
Claims paid 5,662,305 5,645,838 2,998,798 - - - 185,761,362
Claims reserve 4,039,190 5,167,875 9,697,523 - - - 34,174,692
Subrogation recovery (25,582) {18,721) (6,094) - - - (3,258,886}
Deductible recovery (12,565} (9,733) {5,939) - - - (141,530)
Supplemental benefits fund recovered - - - - - - (64,151}
Ultimate claims loss 9,663,348 10,785,259 12,684,288 - - - 216,471,487
Reinsurance recovered - - - - - - (11,679,292}
Reinsurance recoverable adjustment - {69,528) - - - - (2,660,828}
Net ultimate claims loss 9,663,348 10,715,731 12,684,288 - - - 202,131,367
Loss reserve discounting (507,562) (670,612) {1,177,237) - - - {3,509,049)
Net cfaims expense 9,155,786 10,045,119 11,507,051 - - - 198,622,318
Reinsurance premium 584,974 623,073 569,910 - - - 23,853,484
Claims service fee paid - - - - - - 7,530,443
Professional service fees 82,651 113,401 123,907 - - - 2,375,587
Administrative fees 2,979,425 3,176,335 2,899,222 - - - 40,989,358
Regulatory assessments and fees 506,002 647,945 616,797 - - - 6,014,562
Clalms service/assessments reserve 518,578 740,245 1,386,327 - - - 4,597,743
Safety and scholarship grants - - - - 1,428,822 - 1,428,822
Legal and consultant fees - 24,637 - - - 10,511 35,148
Training expense - - - - - 165,413 165,413
Depreciation expense 102,867 102,604 92,419 - - - 938,019
Maintenance contracts 73,324 76,232 104,632 - - - 439,669
Dividends paid 497,979 499,503 - - - - 10,167,328
Interest refund - - - - - - 2,863,965
Interest expense - - - - - - 1,179,194
Total expenses 14,501,586 16,049,094 17,300,265 - 1,428,822 175,924 301,201,053
Change in net assets before transfers 2,503,880 970,162 203,757 - {1,428,822) {175,924) 43,367,412
Interfund transfers 3,121,273 3,715,569 2,769,532 - 1,533,805 235,000 -
From MMA Generat Fund - - - - - - 414,444
Net assets, ending $ 5,625,153 4,685,731 2,973,289 - 104,983 59,076 43,781,856
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’J’Cers een
Ouellette

Cerfified Public Accountanis and Business Consuifants

Independent Auditor's Report

The Board of Trustees
Maine Municipal Association
Workers’ Compensation Fund

We have audited the accompanying statements of net assets of Maine Municipal Association Workers’
Compensatien Fund (the Fund) as of December 31, 2002 and 2008, and the related statements of
revenue and expenses, changes in net assets, and cash flows for the years then ended. These financial
statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. 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 includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Maine Municipal Association Workers' Compensation Fund as of December 31,
2009 and 2008 and the results of its operations, changes in its net assets and its cash flows for the years
then ended in conformity with U.S. generally accepted accounting principles.

The management discussion and analysis and the required supplemental information are not required
parts of the financial statements but are supplementary information required by U.S. generally
accepted accounting principles. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required
supplemental information. However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming opinicns on the basic financial statements taken
as a whole. The additional information presented in schedules 2 through 4 is presented for purposes of
additional analysis and is not a regquired part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in our audits of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as
a whole.

May 27, 2010
South Portland, Maine
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis
Year Ended 2009

This section of the Maine Municipal Association Workers” Compensation Fund (the Fund} annual financial report
sets forth a narrative overview of its financial activities for the year ended December 31, 2009. Please read it in
conjunction with the Fund’s financial statements and accompanying notes.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Fund’s fiscal year is January 1 through December 31. The annual financial report consists of four parts:

e Management Discussion and Analysis

e Basic Financial Statements

* Notes to Financial Statements

e Supplementary Information (Schedules)

Management Discussion and Analysis provides a narrative overview of the statements and comments on
significant developments during the reporting period..

Basic Financial Statements include: Statements of Net Assets; Statements of Revenue and Expenses;
Statements of Changes in Net Assets; and Statements of Cash Flows.

These statements present the Fund’s status at December 31, 2009 and financial developments during fiscal year
2009 for all fund years combined.

Notes to Financial Statements provide explanations of the accounting principles followed and of key items in
the statements.

Supplemental Schedules include analyses of Fund assets and revenues and expenses by fund year, and a history
of claims development for the past ten years.

FINANCIAL BIGHLIGHTS

For all fund years combined, developments in calendar year 2009 included:

e Net assets at December 31, 2009 were $50,172,525, an increase of 14.6% versus the prior year.
s Cash and investments totaled $79,504,027, an increase of 4.0%.

e Revenues in 2009 totaled $19,197,017, a decrease of 12.1%.

e Expenses in 2009 totaled $12,806,348, a decrease of 32.2%.



MMA_00018336

MAINE MUNICIPAL ASSOCIATION WORKERS' COMPENSATION FUND
Management Discussion and Analysis, Continued

FINANCIAL ANALYSIS

The following table summarizes the Statements of Net Assets:

ASSETS
Current Assets
Capital Assets
Total Assets
LIABILITIES
Net Reserves - Claims, Service & Assessments
Other Liabilities
Total Liabilities
" NET ASSETS

Statutory Reserves

Board Designated Reserves

Net Investment in Capital Assets
Contingency Reserve

Total Net Assets

The following table summarizes the Statements of Revenue and Expenses during calendar years 2009 and 2008

for all fund years combined.

REVENUES

Member Contributions
Investment and Other Revenues

Total Revenues
EXPENSES

Net Claims Expense
Reinsurance Premium

Safety Scholarship and Grants
Other Expenses

Total Expenses

CHANGE IN NET ASSETS

2009 2008
80,232,891 76,440,029
17,060 65,726
80,249,951 76,505,755
30,077,426 32,602,557
- 121,342
30,077,426 32,723,899
2,043,067 1,971,565
2,835,494 2,964,392
17,060 65,726
45,276,904 38,780,173
50,172,525 43,781,856

2009 2008
17,463,480 17,120,678
1,733,537 4,717,222
19,197,017 21,837,900
7,533,225 13,498,989
578,579 586,075
215,287 198,974
4,479,257 4,599,891
12,806,348 18,883,929
6,390,669 2,953,971
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continued

ANALYSIS OF FINANCIAL DEVELOPMENTS IN FISCAL YEAR 2009

The following table compares ultimate results for the 2009 fund year as projected at December 31, 2009 with
the original budget. Investment income and net claims expense projections are based on an analysis by an
independent actuary.

PROJECTED
ULTIMATE
BUDGET RESULTS
REVENUES
Member Contributions 17,279,439 17,114,116
Investmentand Other Revenues 1,829,323 1,328,320
Total Revenues 19,108,762 18,442,436
EXPENSES
Net Claims Expense @95% Confidence Level 15,526,365 10,650,826
Reinsurance Premium 584,065 564,986
Provision for Member Dividends 600,000 600,000
Other Expenses 5,500,692 5,180,362
Total Expenses 22,211,122 16,996,174
TRANSFER TO (FROM) CONTINGENCY RESERVE (3,102,360) 1,446,262

The major projected variances in the 2009 fund year was a decrease in revenue of 1.0% and a decrease in net
claims expense {23.5%). Net claims expense at the 95% confidence level includes claims payments, reserves on
open claims, actuarial estimates of claims development in the future (IBNR), a statutorily required reserve to
fund claims to the 75% confidence level, and an additional reserve recommended by the actuary to fund claims
to the 95% confidence level in accordance with Fund policy.

In the preceding table, Investment Income includes the actuary’s projection of future earnings, which are shown
as an offset to claims expense (loss fund discount) in the financial statements. The provision for member
dividends is included in the projection, although it will not be reflected in the financial statements until the
dividend has been formally declared by the Board of Trustees. This presentation is used herein to conform to
the Workers’ Compensation Fund budget.

FUND FINANCIAL POSITION AT DECEMBER 31, 2009

At December 31, 2009, the Fund’s net assets totaled $50,172,525, an increase of $6,390,669 {14.6%) versus the
prior year.
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MAINE MUNICIPAL ASSOCIATION WORKERS’ COMPENSATION FUND
Management Discussion and Analysis, Continued

CAPITAL ASSETS AND LONG TERM DEBT

At December 31, 2009 the Fund had capital assets of $528,194, offset by accumulated depreciation of
$511,134, for a net capital asset balance of $17,060. These assets are the Fund’s investment in a claims and
underwriting system jointly owned with the MMA Property & Casualty Pool, less accumulated depreciation. The
Fund had no long-term debt.

CONDITIONS WHICH MAY IMPACT ON THE FUND’S FINANCJAL CONDITION IN THE FUTURE

Management is aware of no conditions, decisions or contingencies that are expected to significantly impact on
the Fund’s financial position in the future.

REQUEST FOR INFORMATION

This financial report is designed to provide our members, customers, investors and creditors with a general
overview of the Fund’s finances and to show the Fund’s accountability for the money it receives. If you have any
guestions about this report or need additional information, contact Martin Hanish, Chief Financial Officer at
{207) 623-84238.



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Net Assets
{All Fund Years)
December 31, 2009 and 2008

MMA_00018339

Statement 1

2009 2008
ASSETS
Current assets:
Cash and cash equivalents S 5,496,277 9,622,664
Certificates of deposit 5,223,885 4,118,737
Corporate bonds 485,875 418,780
U.S. Government and agency securities 68,297,990 61,556,316
Accounts receivable 8,580 5,064
Accrued interest receivable 649,873 668,117
Prepaid expenses 70,411 50,351
Total current assets 80,232,891 76,440,029
Capital assets:
Computer equipment and software 528,194 523,266
Less accumulated depreciation (511,134) {457,540)
Net capital assets 17,060 65h,726
Total assets S 80,249,951 76,505,755
LIABILITIES
Liabilities:
Accounts payable - 34,051
Deferred revenue - 87,291
Claims loss reserves: .
Claims reserve 32,710,818 34,174,692
Reinsurance recoverable (3,288,616}  (2,660,828)
Loss reserve discounting (3,858,273}  (3,509,049)
Net claims loss reserves 25,563,929 28,004,815
Claim service/assessments reserve 4,513,497 4,597,742
Total liabilities S 30,077,426 32,723,899
NET ASSETS
Invested in capital assets, net of related debt 17,060 65,726
Reserve for statutory funding 2,043,067 1,971,565
Unrestricted: .
Board designated 2,835,494 2,964,392
Contingency reserve 45,276,904 38,780,173
Total net assets S 50,172,525 43,781,856

See accompanying notes to financial statements.
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Statement 2

MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Revenue and Expenses
{All Fund Years)

For the Years Ended December 31, 2009 and 2008

2009 2008

Revenue:

Contributions S 19,891,473 19,462,552
Less discounts {1,944,280) {1,866,762)
Less loss control credit {476,219) {466,599)
Less medical deductible credit {7,454) {8,513)

Net contributions 17,463,480 17,120,678
Investment income 1,733,537 4,717,222

Total revenue 19,197,017 21,837,900

Expenses:

Claims paid 10,742,193 9,723,022
Claims reserve - current year adjustment (1,463,874) 4,565,290
Subrogation recovery {236,106) {170,001)
Deductible recovery (12,546) (11,515)

Ultimate claims loss 9,029,667 14,106,796
Reinsurance recovered (519,431) {179,759)
Reinsurance recoverable adjustment {627,787) {406,565)

Net ultimate claims loss 7,882,449 13,520,472
Loss reserve discounting - current year adjustment {349,224) (21,483)

Net claims expense 7,533,225 13,498,989
Reinsurance premium 578,579 586,075
Professional services 129,782 107,644
Administrative fees 3,233,620 2,899,222
Regulatory assessments and fees 541,205 609,915
Claims service/assessments reserve (84,245) 190,056
Safety and scholarship grants 215,287 198,974
Legal and consultant fees 11,500 11,500
Training expense - 85,000
Depreciation expense 53,594 92,419
Maintenance contracts 94,525 104,632
Dividends paid 499,276 499,503

Total expenses 12,806,348 18,883,929

Change in net assets S 6,390,669 2,953,971

See accompanying notes to financial statements,
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Statement 3
MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Changes in Net Assets
(All Fund Years)
For the Years Ended December 31, 2009 and 2008
Invested Reserve for Board Total
in capital statutory designated Contingency net
assets funding reserve reserve assets
Net assets at December 31, 2007 S 182,118 1,919,383 2,777,731 35,948,653 40,827,885
Change in net assets (116,392) 52,182 186,661 2,831,520 2,953,971
Net assets at December 31, 2008 65,726 1,971,565 2,964,392 38,780,173 43,781,856
Change in net assets (48,666) 71,502 {128,898} 6,496,731 6,390,669
Net assets at December 31, 2009 S 17,060 2,043,067 2,835,494 45,276,904 50,172,525

See accompanying notes to financial statements,



MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Statements of Cash Flows

For the Years Ended December 31, 2009 and 2008

MMA_00018342

Statement 4

2009 2008
Cash flows from operating activities:
Receipts from net contributions $ 17,372,673 17,255,018
Receipts from investment income 1,751,781 4,714,768
Payments for net claims (9,974,111) {9,361,747)
Payments for reinsurance premium (578,579) (586,075)
Payments for professional services (129,782) {107,644)
Payments for legal and consultant fees (11,500} (11,500)
Payments for administrative fees (3,267,671) (2,865,171)
Payments for regulatory assessments and fees (541,205) (609,915)
Payments for safety and scholarship grants (215,287) (198,974)
Payments for training expense - (85,000)
Payments for maintenance contracts (114,585) (122,378)
Payments for dividends paid (499,276} (499,503)
‘Net cash and cash equivalents provided by operating activities 3,792,458 7,521,879
Cash flows from capital and related financing activities:
Net proceeds (purchases) of computer equipment (4,928) 23,973
Net cash and cash equivalents provided by (used in)
capital and related financing activities {4,928) 23,973
Cash flows from investing activities:
Net proceeds (purchase) of investments (7,913,917) (7,405,762)
Net cash and cash equivalents used in investing activities (7,913,917) (7,405,762)
Increase (decrease) in cash (4,126,387) 140,090
Cash and cash equivalents, beginning of year 9,622,664 9,482,574
Cash and cash equivalents, end of year S 5,496,277 9,622,664
Reconciliation of change in net assets to net cash and cash equivalents
provided by operating activities:
Change in net assets $ 6,390,669 2,953,971
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation expense 53,594 92,419
(Increase) decrease in assets:
Accounts receivable (3,516) 47,048
Accrued interest receivable 18,244 (2,454)
Prepaid expenses (20,060) {17,746)
increase {decrease) in liabilities:
Accounts payable (34,051) 34,051
Deferred revenue (87,291) 87,291
Net claims loss reserves (2,440,886) 4,137,242
Claim service/assessments reserve (84,245) 190,057
Net cash and cash equivalents provided by operating activities S 3,792,458 7,521,879
Non-cash activities:
Net appreciation (depreciation) in fair value of investments $ (871,810} 1,991,156

8 See accompanying noftes to financial statements.
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Maine Municipal Association Workers' Compensation Fund (the “Fund”) was established on November 1,
1978 to provide an alternative to commercial workers' compensation insurance for members of the Maine
Municipal Association. During 2009 and 2008, respectively, there were 597 and 597 governmental entities that
participated in the Fund. Participants share risk in proportion to their contributions. The Fund is administered by
Maine Municipal Association for which a management fee is assessed and included in expenses. These financial
statements include only the accounts of the Maine Municipal Association Workers' Compensation Fund. The
Fund is regulated by the State of Maine Bureau of Insurance under Rule Chapter 250.

Tax Exempt Status - The Fund was established and is administered by the Maine Municipal Association, a tax-
exempt instrumentality of the municipalities, and therefore is exempt from income taxes.

Fund Accounting - Each year a new fund is established to cover potential claims incurred and other expenses in
that specific period. The accompanying financial statements reflect the combined financial position, results of
operations and cash flows of the fund for all fund years. The operations for each fund year are accounted for by
providing a separate set of self-balancing accounts which comprise its assets, liabilities, net assets, revenues,
and expenses. In addition to the fund year operations, the Board established two additional funds, as detailed
below:

¢ Safety and Scholarship Fund (“WC S5 Fund”) — The purpose of this fund is to provide resources for
scholarships and grants to Fund members to increase workplace safety and to support a crisis
intervention program. [n 1999, the Board of Trustees established a Safety Scholarship Fund by
transferring $500,000 from the Contingency Reserve. An additional $433,805 was transferred in 2004,
$600,000 in 2006 and $900,000 in 2009.

o Safety Training Fund (“WC Training Fund”) — The purpose of this fund is to provide members
specialized safety training beyond the on-going loss control program. In 2005, the Board of Trustees
established a training fund by transferring $100,000 from the Contingency Reserve. An additional
5135,000 was transferred in 2008.

Basis of Accounting - The Fund maintained its books of accounts and prepared its financial statements on the
accrual basis.

The Fund follows the applicable provisions of Government Accounting Standards- Board’s (GASB) and U.S.
generally accepted accounting principles {GAAP) for state and local governments through its pronouncements
{Statements and Interpretations). Additionally, the Fund follows the pronouncements of the Financial
Accounting Standards Board {FASB) issued through November 30, 1989 (when applicable) that do not conflict
with or contradict GASB pronouncements. The Fund has elected not to follow subsequent private-sector
guidance.

Contributions are recognized as revenue over the contract period for which risk protection is provided which
corresponds to a fund year. A liability for unpaid claims, including estimated claims incurred but not reported, is
accrued when insured events occur. Anticipated investment income is considered in determining whether a
contribution deficiency exists.
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MAINE MUNICIPAL ASSOCIATION
WORKERS” COMPENSATION FUND
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Cash and Cash Equivalents - The Fund considers all highly liquid deposits with an initial maturity of three
months or less to be cash and cash equivalents. Amounts in the mutual fund investment sweep and the money
market mutual fund are indirectly invested in U.S. government obligations.

Investments - All investments are carried at fair value, based on quoted market prices, in a single pooled
investment account for all of the Workers” Compensation fund years. The Fund’s investments consist of U.S.
government and agency securities and corporate bonds, none of which are held for trading purposes. The Fund
estimates that the fair value of all financial instruments at December 31, 2009 and 2008 does not differ
materially from the aggregate carrying values of its financial instruments recorded in the accompanying
statements of changes in net assets. The estimated fair value amounts have been determined by quoted market
prices. Each fund year's portion of principal, interest, capital gains and losses is determined by its cash and
investments in the pooled investments.

Accounts Receivable - Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for bad debts is considered necessary at December 31, 2009 and 2008.

Capital Assets - The cost of computer hardware and software is depreciated on a straight-line basis over their
estimated useful lives of three to five years. The policy is to capitalize expenditures for major improvements
and additions, and charge maintenance and expenses currently for expenditures which do not extend the useful
lives of the related assets. '

Claims Loss Reserves - Claims |oss reserves represent the estimated ultimate cost of settling all reported and
unreported losses at the balance sheet date, including the effects of inflation and other factors, as determined
by an independent actuary. Management believes that the reserves are adequate, but the ultimate cost of
settling this liability may vary from the estimated amount. Accordingly, this estimate is reviewed annually. Any
adjustments resulting from the settlement of losses will be reflected in the statements of revenue and expenses
at the time the adjustments are determined.

Claims Service/Assessments Reserve - The claims service/assessments reserve is actuarially determined and
consists of estimates for (1) future claims services and (2) future assessments by the State of Maine in
connection with claims originating in fund years through 2003. Management believes that the reserves are
adequate, but the ultimate net cost of settling this liability may vary from the estimated amount.

Reinsurance - The Fund uses reinsurance agreements to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge the primary
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured losses as
liabilities urless it is probable that those losses will not be covered by reinsurers. Premiums ceded to reinsurers
during 2009 and 2008 were 5564,986 and $583,503, respectively. The amounts deducted from claims liabilities
as of December 31, 2009 and 2008 for reinsurance recoveries were $3,288,616 and 52,660,828, respectively.

Contributions - Member contributions are hased on the standard premium workers’ compensation rates similar
to an insured plan. Various premium discounts and credits are given to members. The contributions for 2009
have not been fully determined; the current premiums are based on estimated payrolls. Audits are conducted
during each succeeding year 1o adjust for actual payroll expenses incurred by the members.

10
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

VSUMIVIARY OF SIGNIFICANT ACCOUNTING PGLICIES, CONTINUED

Management Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilittes and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. Significant estimates utilized in the preparation of the financial statements
include claims loss reserves and the claims service/assessments reserve.

DEPOSITS AND INVESTMENTS

Deposits

Cash and cash equivalents are composed of cash management accounts {CMA) and money market instruments,
and consisted of the following at December 31:

2009 2008

CMA - deposit account S 19 41,235
CMA - mutual fund investment sweep 3,644,222 3,157,999
Money market mutual fund 1,852,036 6,423,430
Totals $ 5,496,277 9,622,664

CMA - deposit account balances of $19 and $41,235 at December 31, 2009 and 2008, respectively, consist of
checks deposited which are not yet available for transfer.

Depository and mutual fund sweep accounts are pooled accounts containing assets of the General Fund, Special
Funds, Workers’ Compensation Fund, Unemployment Compensation Fund, and Property & Casualty Pool. Only
the assets belonging to the Workers’ Compensation Fund are included in these financial statements. The money
market mutual fund is held in a separate Trust solely for the Workers’ Compensaticn Fund.

Custodial Credit Risk-Fund Deposits: Custodial credit risk is the risk that in the event of a bank failure, the Fund’s
deposits in excess of the FDIC insured limit may not be recoverable. The Fund addresses this risk by minimizing
balances in bank accounts. Checking accounts are on a zero balance basis and collected funds are transferred
from the CMA - deposit account on a daily basis either to the checking accounts to cover checks presented for
payment or to a money market fund outside of the bank. Funds in the CMA - deposit account are insured by the
FDIC up to $250,000 through December 31, 2009 and 2008. Any balance in this account in excess of the FDIC
insured limit is considered uninsured and uncollateralized and subject to custodial credit risk. The CMA - mutual
fund investment sweep and the money market mutual fund are mutual funds outside the bank, invested in
short-term government securities. These funds are uninsured and uncollateralized, and subject to custodial
credit risk.

11
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

DEPOSITS AND INVESTMENTS, CONTINUED

Investments

At December 31, 2009, the Fund had the following investments and maturities:

< 1vyear 1to 5 years 5 + years
Investment types: Fair Value to Maturity to Maturity to Maturity
Certificates of deposit (1) $ 5,223,885 1,621,132 3,602,753 -
Corporate bends 485,875 485,875 - -
U.S. Government obligations 68,297,990 17,666,993 50,630,997 -
Totals ' $ 74,007,750 19,774,000 54,233,750 -

(1) Of the certificates of deposit held at December 31, 2009, $4,696,826 were covered by FDIC, the
remainder was collateralized with U.S. Governmentatl Securities.

At December 31, 2008, the Fund had the following investments and maturities:

< 1year 1to 5 years 5 + years
Investment types: Fair Value to Maturity to Maturity to Maturity
Certificates of deposit (1) 54,118,737 3,000,000 1,118,737 -
Corporate bonds 418,780 - 418,780 -
___U.S. Government obligations 61,556,316 13,181,205 48,375,111 -
Totals $ 66,093,833 16,181,205 49,912,628 -

(1) All of the certificates of deposit held at December 31, 2008 were covered by FDIC.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates might adversely affect the fair value
of an investment. The Fund addresses this risk by maintaining a high degree of liquidity so that investments will
not have to be sold prior to maturity.

Credit Risk: Credit risk is the risk that the entity in which the Fund has invested may be unable to honor
investments when they mature. The Fund’s investment policy limits investments to entities that have high
ratings by recognized rating agencies. Management monitors the ratings of entities in which it has invested. The
Fund held one corporate bond {SLMA) which had a BBB- rating at December 31, 2009. This investment will
mature in March 2010 and is considered by management to be a secure investment. No other such issues were
noted in 2009 or 2008. ' :

Custodiol Credit Risk: Custodial credit risk is the risk that the Fund might not be able to recover assets held on its
behalf by a third party due to the insolvency of that entity. The Fund addresses this risk by selecting a custodial
bank with the highest rating awarded by Bauer Financial Services and monitoring the rating of its custodian on a
quarterly basis. In addition, assets are held by the custodian for the Fund’s benefit.

12
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

DEPQOSITS AND INVESTMENTS, CONTINUED

Concentration Risk: Concentration risk is the risk that conditions adversely affecting an economic sector might
have a significant negative impact on the Fund. The Fund addresses this risk by limiting certificate of deposit
investments in any one institution to the FDIC insured limit and by limiting the portion of the Fund which may
be held in corporate investments.

Liquidity Risk: Liquidity risk is the risk that Fund investments might not mature and be redeemed to provide
cash to meet Fund obligations as they arise. The Fund controls this risk by maintaining a strong cash and
equivalents position, by timing maturities to meet anticipated cash requirements, and by minimizing the other
potential impacts of the other risk categories noted ahove. :

NET APPRECIATION IN FAIR VALUE OF INVESTMENTS

Net appreciation in fair value during the years ended December 31, 2009 and 2008 by type of investment is as
follows. Such amounts are included in investment income on the statements of revenue and expenses.

2009 2008
Corporate bonds S 67,095 (81,220)
U.S. Government and agency securities {938,910} 2,072,377
Totals S {871,815) 1,991,157
CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2009 was as follows:
Balance Balance

12/31/08 Additions Deletions 12/31/09

Capital assets, being depreciated:

Computer equipment and software 5523,266 4,928 - 528,194
Less: accumulated depreciation {457,540) (53,594} - {511,134)
Total capitalassets,net . $ 65,726 . (48,666) - 17,060

13
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MAINE MUNICIPAL ASSOCIATION
WORKERS’ COMPENSATION FUND
Notes to Financial Statements, Continued

CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE

The amounts shown for claims reserves as of December 31, 2009, are developed from an actuarially
determined loss analysis and are as follows: -

Reserve Net Actuarially
based on Actuarial Total paid determined
Fund Year knownclaims  reserves reserves claims ultimate claims
1978-1979 - - - 719,077 719,077
1979-1980 - - - 2,532,544 2,532,544
1980-1981 - - - 3,327,467 3,327,467
1981-1982 - - - 2,957,391 2,957,391
1982-1983 - - - 3,978,071 3,978,071
1983-1984 - - - 5,077,576 5,077,576
1985 403,025 44,902 447,927 7,129,693 7,577,620
1986 175,480 49,587 225,067 7,201,909 7,426,976
1987 520,765 - 520,765 8,774,723 9,295,488
1988 43,130 12,188 55,318 7,938,286 7,993,604
1989 83,670 23,644 107,314 9,581,396 9,688,710
1990 15,884 4,489 20,373 8,657,032 8,677,405
1991 46,931 13,276 60,257 7,943,610 8,003,867
1992 51,470 33,120 84,550 8,889,904 8,974,494
1993 128,824 36,403 165,227 9,293,094 9,458,321
1994 69,533 20,224 89,757 6,073,249 6,163,006
1995 305,847 76,109 381,956 4,473,551 4,855,507
1996 146,202 57,618 203,820 4,937,564 5,141,384
1997 286,595 80,986 367,581 4,593,297 4,960,878
1998 21,252 120 21,372 4,423,737 4,445,109
1999 277,217 181,098 458,315 6,149,990 6,608,305
2000 533,507 267,808 801,315 6,412,416 7,213,731
2001 430,344 294,022 724,366 6,836,788 7,561,154
2002 1,502,307 286,160 1,788,467 9,049,814 10,838,281
2003 1,531,222 590,999 2,122,221 8,512,393 10,634,614
2004 915,360 1,148,575 2,063,935 8,437,610 10,501,545
2005 1,111,040 1,444,164 2,555,204 7,195,177 9,750,381
2006 1,517,654 1,622,708 3,140,362 6,443,008 9,583,370
2007 1,897,956 2,247,252 4,145,208 6,913,854 11,059,062
2008 2,264,704 3,218,462 5,483,166 5,500,328 10,983,484
2009 3,512,144 3,164,791 6,676,935 2,835,787 9,512,722
Totals S 17,792,113 14,918,705 32,710,818 192,790,336 225,501,154

14
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND
Notes to Financial Statements, Continued

ETAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The net claims loss reserves as reported in Statement 2 include an offset recommended by the independent
actuary for loss reserve discounting. This offset provides for discounting the claims loss reserves by 4.0% based
on the payout patterns recorded over the Fund’s history. This reserve anticipates the accrual of conservatively
projected investment income over the life of each fund. This adjustment conforms with the funding
requirements of the State of Maine Bureau of Insurance.

Each fund year has entered into specific reinsurance contracts for individual claims as noted below. The limits
for the specific reinsurance for individual claims are as follows:

Specific Reinsurance

Fund year Attachment
Maritime/
Regular USL&H
1978-1979 to 1983-1984 $ 250,000
1985 to 1990 350,000
1991 to 1997 400,000
1998 to 2000 350,000 400,000
2001 to 2002 400,000 400,000
2003 500,000 500,000
2004 to 2009 1,000,000

Aggregate reinsurance contracts covering total claims paid were purchased for each fund year from 1978-79 to
2003, with the exception of 1991-1993. As of January 1, 2004 aggregate reinsurance was no longer purchased.
The attachment points for each of the fund years covered are listed in the following chart.

15
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CLAIMS LOSS RESERVES AND REINSURANCE RECOVERABLE, CONTINUED

The aggregate reinsurance limits are listed below along with the total amounts recoverable from both the
specific and aggregate reinsurance policies based on the actuariaily determined ultimate losses as follows:

Actuarially Ultimate Ultimate Uttimate Ultimate
determined specific losses, net Aggregate aggregate TOTAL
ultimate reinsurance of specific reinsurance reinsurance  reinsurance
Fund Year losses recoverable recovery attachment recoverable  recoverable
1978-1979 719,077 - 719,077 1,000,000 - -
1979-1980 2,532,544 128,876 2,403,668 1,647,658 756,010 884,886
1980-1981 3,327,467 380,643 2,946,824 1,896,317 1,050,507 1,431,150
1981-1982 2,957,391 62,621 2,894,770 2,756,246 138,524 201,145
1982-1983 3,978,071 433,045 3,545,026 2,987,190 557,836 990,881
1983-1984 5,077,576 273,943 4,803,633 3,379,864 1,423,769 1,697,712
1985 7,577,620 705,434 6,872,186 3,913,707 2,958,479 3,663,913
1986 7,426,976 - 1,426,976 4923,803 2,503,173 2,503,173
1987 9,295,488 727,804 8,567,684 9,280,199 - 727,804
1988 7,993,604 149,907 7,843,697 11,524,021 - 149,907
1989 9,688,710 - 9,688,710 12,871,277 - -
1990 8,677,405 45,416 8,631,989 14,547,254 - 45,416
1991 8,003,867 - 8,003,867 - - -
1992 8,974,494 145,143 8,829,351 - - 145,143
1993 9,458,321 665,193 8,793,128 - - 665,193
1994 6,163,006 - 6,163,006 13,858,008 - -
1995 4,855,507 153,149 4,702,358 13,406,985 - 153,149
1996 5,141,384 - 5,141,384 11,636,779 - -
1997 4,960,878 91,013 4,869,865 12,000,000 - 91,013
1998 4,445,109 - 4,445,109 7,894,675 - -
1999 6,608,305 42,769 6,565,536 8,595,625 - 42,769
2000 7,213,731 422,680 6,791,051 9,733,330 - 422,680
2001 7,561,155 272,571 7,288,584 10,711,749 - 272,571
2002 10,838,281 532,311 = 10,305,970 11,329,907 - 532,311
2003 10,634,614 320,205 10,314,409 12,156,437 - 320,205
2004 10,501,545 - 10,501,545 - - -
2005 9,750,380 - 9,750,380 - - -
2006 9,583,370 - 9,583,370 - - -
2007 11,059,062 546,321 10,512,741 - - 546,321
2008 10,983,494 - 10,983,494 - . -
2009 9,512,722 - 9,512,722 - - -
Totals 225,501,154 6,099,044 215,402,110 182,051,031 9,388,298 15,487,342
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A. M. BEST RATINGS

Reinsurance or excess insurance for the various fund years has been provided by the following companies. The

2006 A. M. Best rating for each company is also listed.

Type of
Fund year Reinsurance carrier coverage
1978-79 to 1979-80 International Insurance Co. (ISLIC) Specific
1980-81 to 1981-82 United States Fire Insurance Co. Specific
1982-83 to 1983-84 General Accident Ins. Co. of Amer, Specific
1978-79 to 1983-84 Employers Reinsurance Corp. Specific and
Aggregate
1981-82 to 1983-84 Northwestern National Insurance Co.  Excess
Aggregate
1985 to 1990 General Reinsurance Corp. Specific and
Aggregate
1985 to 1986 Royal Insurance Company Excess
Specific
1991 General Reinsurance Corp. Specific
1992 to 1993 Odyssey America Reinsurance Corp Specific
{formerly TIG Reinsurance Company)
1994 to 1995 Travelers Specific and
{formerly Aetna Casualty & Surety) Aggregate
19596 to 2004 Safety National Casualty Corp. Specific and
Aggregate
2005 to 2009 Safety National Casualty Corp. Specific

A. M. Best
rating

{not rated)

A (Excellent)

A (Excellent)
A+ (Excellent)
(not rated)
A+t (Superior)
A (Excellent)
A++ (Superior)
A {Exceltent)

A+ (Superior}

A (Excellent)
A (Excellent)

UNPAID CLAIMS LIABILITIES

Fin size
category
{not rated)
XV
VI

XV
{not rated)
Xv
Xv

xXv
XV

The Fund establishes liabilities for the estimated costs of both reported and unreported losses, which includes
estimates of both future payments of losses and related claim service reserves. The following represents

changes in these aggregate liabilities as of December 31:

2009 2008
Net claims loss and claims service reserves at beginning of year S 32,602,557 28,275,258
Incurred claims and claims service reserve expenses:
Provision for insured events of the current year 9,765,940 12,905,410
Increases in provision for insured events of prior years {1,548,878) 1,144,912
Total insured claims and claims service .
resenve expenses 8,217,062 14,050,322
Payments:
Claims attributable to insured events of the current year 2,849,455 2,998,798
Claims attributable to insured events of prior years 7,892,738 6,724,225
Total payments 10,742,193 9,723,023
Net claims loss and claims service reserves atendofyear  __ $30,077,426 32,602,557
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MAINE MUNICIPAL ASSOCIATION
WORKERS" COMPENSATION FUND
Notes to Financial Statements, Continued

EXPENSES

Reinsurance premiums, claims service fees and administrative fees are recorded as expenses in the initial fiscal
year of each fund for all of the services expected to arise out of that fund. Changes in these expenses are
treated as current income or expense.

INTERFUND TRANSFERS

In order to provide full funding, the Workers' Compensation Fund Trustees have approved various transfers
between fund years. Transfers affected during 2009 are shown within Schedule 3. The net of all transfers made
between Workers' Compensation Funds since inception is reflected in Schedule 4.

NET ASSETS

Under a policy of the Trustees of the Fund, net assets are segregated into four components,

Amounts invested in capital assets, net of debt and depreciation, represent the Fund’s equity in claims and
underwriting software held jointly with the MMA Property and Casualty Fund. As of December 31, 2009 and
2008, invested in capital assets, net of related debt and depreciation, totaled $17,060 and $65,726,
respectively.

The amount restricted for statutory funding is calculated by an independent actuary to fund open claims to a
- 75% confidence level based on the loss development variations experienced by the Maine Municipal
Associations Workers' Compensation Fund over its history. This adjustment conforms with the funding
requirements of the State of Maine Bureau of Insurance. As of December 31, 2009 and 2008, the reserve for
statutory funding totaled $2,043,067 and $1,971,565, respectively.

The board designated amount is maintained to recognize the possibility that actual loss develcpment may vary
from the expected development underlying the loss projections. An independent actuary has calculated this
reserve to provide an additional reserve up to the 95% confidence level. As of December 31, 2009 and 2008, the
board designated reserve totaled $2,835,494 and $2,964,392, respectively.

The contingency reserve represents accumulated funding in excess of the amounts invested in capital assets,
the statutory requirements and the board designated reserves. The Workers' Compensation Fund Trustees have
established this reserve to be held for the future financial stability of the Fund. As of December 31, 2009 and
2008, the contingency reserve totaled $45,276,904 and $38,780,173, respectively.
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CONTINGENT LIABILITY

The Fund purchases certain annuity contracts from third parties to settle claims liabilities. These liabilities have
been removed from the statements of net assets. The annuities have been purchased from highly rated
insurance companies and managemeni believes that the likelihood that the Fund will be required to make
future payments on the claims is remote. The'aggregate original purchase amount of such annuities at
December 31, 2009 and 2008 totaled 58,735,460 and $8,530,052, respectively.

TERMINATED MEMBERS' RESERVE

Section IIE.3 of Rule 250 requires that members who have left a group self insurance plan are liable for their
proportionate share of the incremental difference between funding at the 90™ confidence level and the 95™
confidence level. The Rule further states that the group must increase its security by such sums.

At December 31, 2009, the Fund maintained security for all fund years at or above the 95" confidence level.
Therefore, all departed members have met their obligation to fund exposures to the 95™ confidence level and
no additional security is required.
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MAINE MUNICIPAL ASSQCIATION
WORKERS' COMPENSATION FUNDS
Ten Year Claims Developrment Information

December 31, 2009

The analysis gives a summary of the Income and expenses by fund year, along with comparative
data or paid claims and incurred clalms since inception of the fund year.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Required contribution and tnvestment income:
Earaed S 8,038,688 9,431,247 10,902,262 13,184,766 14,941,596 16,411,587 17,171,707 17,168,111 18,073,354 17,554,344
Ceded 615,28% 472,360 597,909 648,343 510,909 537,943 584,974 623,073 583,503 564,986
Net earned 7,423,399 8958887 10,304,353 12,536,423 14,430,687 15,873,644 16,586,733 16,545,038 17,489,851 16,989,358
Unatlocated expenses 2,646,029 2,897,029 3,297,046 3,795,185 4,372,216 4,248,889 4,637,677 5,146,129 5,141,384 5,180,362
Estimated incurred claims and expense,
end of pelicy year:
Incurred 6,179,602 7,390,466 8,053,929 7,390,466 9,591,417 9,488,115 9,512,614 10,448,542 11,507,051 9,512,722
Net incurrad 6,179,602 7,350,466 8,053,929 7,390,466 9,991,417 9,488,115 9,512,614 10,449,542 11,507,051 9,512,722
Paid claims (curnulative) as of:
End of policy year 1,873,700 2,218,838 2,445,502 2,466,468 2,932,275 2,810,538 2,853,292 3,555,443 2,998,798 2,849,455
One year fater 3,731,396 4,033,596 4,566,870 4,680,401 5,143,377 5,288,241 4,614,308 5,645,838 5,533,268 ~
Two years later 4,697,542 4,692,702 6,115,453 5,944,908 5,309,517 6,237,922 5,662,304 6,970,920 - -
Three years later 5,215,231 5,318,881 6,840,431 6,884,799 7,050,367 7,006,011 6,494,350 - - -
Four years later 5,612,268 5,659,455 7,467,625 7,537,967 7,943,187 7,317,905 - - - -
Five years later 5,766,146 6,161,809 8,338,066 8,223,589 8,600,063 - - - - -
Six years later 6,244,452 6,593,123 8,654,551 8,670,770 - - - - - -
Seven years later 6,371,683 6,794,549 9,364,914 - - - - - - -
Eight years later 6,497,485 6,932,589 - - - - - - - -
Nine years later 6,795,358 - - - - - - - - -
Ten years later - - - - - - - - - -
Reestimated ceded claims and expense (422,680) {272,571) (532,311} (320,205) - - - (546,321} - -
Reestimated incurred claims and expense as of:
End of policy year 6,179,602 7,390,466 8,053,929 8,688,209 10,888,106 10,392,397 10,500,429 11,522,303 12,684,288 9,512,722
One year later 6,862,389 7,809,051 B,148,115 8,500,125 10,121,585 10,255,739 8,848,868 10,785,250 10,983,494 -
Two years later 6,950,313 7,030,606 9,452,075 9,312,529 9,655,901 9,804,511 9,663,348 11,059,062 - -
Three years later 6,450,286 6,995,596 5,021,400 9,924,111 9,835,304 9,939,183 9,583,370 - - -
Four years later . 6,752,783 7,215,623 9,368,300 10,154,163 10,716,958 9,750,381 - - - -
Five years later 6,475,223 7,413,579 10,217,757 10,593,015 10,501,545 - - - - -
Six years later 6,554,511 7,585,581 10,520,789 10,634,614 - - - - -
Seven years later 6,967,485 7,655,964 10,838,281 - - - - - - -
Eight years later 6,883,577 7,561,154 - - - - - - . -
Nine years later 7,213,731 - - - - - - - - -
Ten years later - - - - - - - - - -
{Increase} decrease In astimated incurred claims
and expense from end of pollcy year $ 1,034,129 170,688 2,784,352 1,946,405 (386,561) {642,016) {917,055} [463,241)  (1,700,794) -
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2009
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents - - - (33) - 12,228 7,744 5,189 9,767
Investments:
Certificate of deposit - - - (32) - 11,622 7,360 4,531 9,283
Corporate bonds - - - (3) - 1,081 685 453 863
U.S. Government and agency securities - - - - {(413) - 151,948 96,229 64,474 121,366
Total investments - - - - (448) - 164,651 104,274 69,864 131,512
Accounts receivable - - - - - - - - - -
Accrued interest recelvable - - - - (4) - 1,446 915 613 1,155
Prepaid expenses - - - - - - - - - -
Capital assets:
Computer equipment and software - - - - - - - - - -
Less accumulated depreciation - - - - - - - - -
Net capital assets . - - - - - - - - -
Total assets - - - - {485) - 178,325 112,933 75,666 142,434
LIABILITIES
Liabilities:
Accounts payable - - - - - - - - -
Deferred revenue - “ - - - - - - - -
Claims loss reserves:
Claims reserve - - - - - - 447,927 225,067 520,765 55,318
Reinsurance recoverable - - - - (482) - (483,139) {260,517) (615,924) -
Loss reserve discounting - - - - - - - - - {540)
Net claims loss reserves - - - - (482) - 35,212) {35,450) {95,159) 54,778
Claims service/assessments reserve - - - - - - 49,338 28,790 52,853 7,670
Net claims loss reserves - - - - (482) - 14,126 (6,660) {42,306) 62,448
Total liabilities - - - {482) - 14,126 (6,660) (42,306) 62,448
NET ASSETS <
invested in capital assets, net of related debt - - - - - - - - - - g
Reserve for statutory funding - - - - - - - - 4,407
Unrestricted: >
Board designated - - - - - - - - - 6363 |
Contingency reserve - - - (3) - 164,159 119,593 117,972 69,216
o
Total net assets - - - - (3) - 164,199 119,593 117,972 79,986 c
-_—
(o)
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MAINE MUNICIPAL ASSOCIATION Schedule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2009

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS _
Cash and cash equivalents ) 12,300 5,229 15,899 26,964 41,024 27,169 24,750 88,663 216,616 285,867
Investments:
Certificate of deposit 11,651 4,970 15,111 25,628 38,990 25,823 23,524 84,269 205,881 271,699
Corperate bonds 1,087 462 1,405 2,384 3,627 2,402 2,188 7,838 19,149 25,271
U.S. Government and agency securities 152,840 £4,981 197,564 335,062 509,768 337,610 307,552 1,101,749 2,691,724 3,552,244
Total Investments 165,618 70,413 214,080 363,074 552,385 365,835 333,264 1,193,856 2,916,754 3,849,214
Accounts receivable - - - - - - - - - -
Accrued interest receivable 1,454 619 1,881 3,188 4,850 3,212 2,926 10,484 25,613 33,800
Prepaid expenses - - - - - - - - - -
Capital assets: ‘
Computer equipment and software - - - - - - - - - -
Less accumulated depreciation - - - - - - - - - -
Net capital assets . - - - - - - - - - -
Total assets S 179,372 76,261 231,860 393,226 598,259 396,216 - 360,940 1,293,003 3,158,983 4,168,881
LIABILITIES
Liabilities:
Accounts payable - - - - - - - - - .-
Defarred revenue - - - - - - - - - -
Claims loss reserves: B :
Claims reserve 107,314 20,373 60,257 84,590 165,227 89,757 381,956 203,820 367,581 21,372
Reinsurance recoverable - - - - - - (32,464) - - -
Loss reserve discounting {1,047) (199) (588) (825) (1,612) (876) (6,783) (7,792} (20,807) (1,439)
Net claims loss reserves 106,267 20,174 59,669 83,765 163,615 88,881 342,709 196,028 346,774 19,933
Claims service/assessments reserve 21,157 11,400 12,016 10,088 29,411 18,551 66,451 23,521 39,794 4,060
Net claims loss reserves 127,424 31,574 71,685 93,853 193,026 107,432 409,160 219,545 386,568 23,993
Total llabllities 127,424 31,574 71,685 93,853 193,026 107,432 409,160 219,549 386,568 23,993
NET ASSETS <
Invested in capital assets, net of related debt - - - - - - - - - - g
Reserve for statutory funding 9,434 1,807 5,312 7,382 14,466 7,830 29,120 16,829 29,609 1,694
Unrestricted: >
Board designated 11,458 2,15% 6,419 9,077 17,701 9,645 37,479 21,711 38,568 2,225 I
Contingency reserve 31,056 40,721 148,444 282,904 373,066 271,309 (114,819) 1,034,914 2,704,238 4,140,968
, o
Total net assets [ 51,948 44,687 160,175 299,373 405,'233 288,784 {48,220) 1,073,454, 2,772,415 4,144,888 c
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MAINE MUNICIPAL ASSOCIATION Schedule 2
* WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2009

1999 2000 2001 2002 2003 2004 2005 2006 2007
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
ASSETS
Cash and cash equivalents 5 186,910 126,180 203,307 114,063 272,330 347,706 575,705 618,704 601,088
Investments:
Certificate of deposit 177,647 119,926 153,231 108,410 258,833 330,474 547,174 588,042 571,299
Corporate bonds 16,523 11,155 17,972 10,083 24,074 30,737 50,893 54,694 53,137
1.5, Government and agency securlties 2,322,585 1,567,944 2,526,334 1,417,371 3,384,032 4,320,675 7,153,840 - 7,688,155 7,469,258
Total investments 2,516,755 1,699,025 2,737,537 1,535,864 3,666,935 4,681,886 7,751,907 8,330,891 8,093,694
Accounis recelvable - - - - - 152 - -

Accrued interest receivable 22,100 14,920 24,039 13,486 32,200 41,113 68,071 73,155 71,072
Prepald expenses - - - - - - - - _

Capital assets:
Computer equipment and software - - - - - - - . .
Less accumuiated depreciation - - - - - - - . _

Net capital assets - - - - - _ - N N

Total assets $ 2,725,765 1,840,125 2,964,883 1,663,413 3,971,469 5,070,705 8,395,835 9,022,750 8,765,354

LIABILITIES

Liabilities:
Accounts payable - - - - - - - . R
Deferred revenue - - - - - . ; . -

Claims loss reserves:

Claims reserve 458,315 801,315 724,366 1,788,467 2,122,221 2,063,935 2,555,204 3,140,362 4,145,208
Reinsurance recoverable - (422,680) (134,332) (532,311) {320,205) - - - (486,562)
Loss reserve discounting (35,473) {34,583} {59,805) {152,312) {205,340) (259,341) (354,037) (464,423} {562,219)
Net claims loss reserves 422,842 344,052 530,229 1,103,844 1,596,676 1,804,554 2,201,167 2,675,939 3,096,427
Claims service/assessments reserve 53,943 107,305 85,212 261,981 256,620 281,971 269,198 395,429 505,471
Net claims {oss reserves 476,785 451,357 615,441 1,365,825 1,853,296 2,086,565 . 2,470,365 3,071,368 3,601,898
Total liahilities 476,785 451,357 615,441 1,365,825 1,853,296 2,086,565 2,470,365 3,071,368 3,601,898
NET A5SETS ‘ <
Invested in capital assets, net of related debt - - - - - - - - - g
Reserve for statutory funding 35,857 22,215 35,168 71,351 96,080 152,010 184,544 222,340 257,761
Unrestricted: >
Board designated 47,275 25,520 46,18¢ 94,621 124,672 202,780 248,213 303,759 352,7D7|
Contingency reserve 2,165,848 1,337,033 2,268,094 131,616 1,895,421 2,629,350 5,492,713 5,425,283 4,553,488
_ o
Total net assets 5 2,248,980 1,388,768 2,349,442 297,588 2,118,173 2,984,140 5,925,470 5,951,382 5,163,956
23
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MAINE MUNICIPAL ASSOCIATION Schadule 2
WORKERS' COMPENSATION FUND
Statement of Net Assets by Fund Year
December 31, 2009
2008 2009 WC SS WC Training Totals
Fund Year Fund Year Fund Fund 2009 2008
ASSETS
Cash and cash eguivalents 713,918 898,738 54,151 4,050 5,496,277 9,622,664
Investments:
Certificate of deposit 678,538 854,245 51,467 3,849 5,223,885 4,118,737
Covporate bonds 63,111 75,454 4,787 357 485,875 418,780
.5, Government and agency securities 8,871,320 11,168,548 672,888 50,342 68,297,990 61,556,316
Total investments 9,612,569 12,102,247 728,142 54,548 74,007,750 66,093,833
Accounts recelvable - 8,428 - - 8,580 5,064
Accrued interest receivable 84,413 106,271 6,403 478 649,873 668,117
Prepaid expenses - 70,411 - - 70,411 50,351
Capital assets:
Computer equipment and software - 528,194 - - 528,194 523,266
Less accumulated depreciation - (511,134) - - {511,134} {457,540}
Net capital assets - 17,060 - - 17,060 65,726
Total assets 10,411,301 13,203,205 789,696 59,076 80,249,951 76,505,755
LIABILITIES
Liabilities:
Accounts payable - - - - - 34,051
Deferred revenue - - - - 87,291
Claims loss reserves:
Claims reserve 5,483,166 6,676,935 - . 32,710,818 34,174,692
Reinsurance recoverable - - - - (3,288,616} (2,660,828)
Loss reserve discounting (800,139) (888,093) - - (3,858,273) (3,509,049)
Net claims loss reserves 4,683,027 5,788,842 - - 25,563,929 28,004,815
Clalms service/assessmants reserve 793,630 1,127,637 - - 4,513,497 4,597,742
Net claims loss reserves 5,476,657 6,916,479 - - 30,077,426 32,602,557
Total liahilities 5,476,657 6,916,479 - - 30,077,426 32,723,899
NET ASSETS
Invested in capital assets, net of related debt - 17,060 - - 17,060 65,726
Reserve for statutory funding 386,213 451,628 - - 2,043,067 1,971,565
Unrestricted:
Board designated 534,486 686,476 - - 2,335,494 2,964,392
Contingency reserve 4,013,945 5,131,562 789,686 59,076 45,276,504 38,780,173
Total net assets 4,934,644 6,286,726 789,696 59,076 50,172,525 43,781,856
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year
For the Period Ended Decemnber 31, 2009
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987 1988 1989
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions - - - - - - - - - - -
Less discounts - - - - - - - - - - -
Less loss control credlt - - - - - - - - - - -
Less medical deductible credit - - - - - - - - - - -
Net contrlbutions - - - - - - - - - - -
Investment income - - - - (3) - 5,125 3,888 2,916 4,542 6,214
Unrealized galn {loss) on Investments - - - - - - (3,209} {1,394) (1,371) {1,799) {2,442)
Total revenue - ~ - - (3) - 2,916 2,494 1,545 2,743 3,772
Expenses:
Claims paid - - - - 482 - 100,858 35,451 34,244 95 24,278
Clalms reserve - current year adjustment - - - - - - (10,326} 103,710 (34,244) (5,164} (489)
Subrogation recovery - - - - - - (93,304} - - - -
Deductible recovery - - - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - - - -
Ultimate claims loss - - - - 482 - (2,772) 139,161 - {5,069) 43,789
Relnsurance recovered - - - - - - (13,584} [49,580) - - -
Reinsurance recoverable adjustment - - - - {482) - 16,356 (89,580) - -
Supplemental benefits fund recovered - - - - - - - - - - -
Net ultimate claims loss - - - - - - - 1 - (5,069) 23,789
Loss reserve discounting - - - - - - - - - i4 (59]
Net claims expense - - - - - - - 1 - {5,055) 23,730
Reinsurance premium - - - - - - - - - - -
Professional service - - - - - - - - - - -
Administrative fees - - - - - - - - - - B
Regulatory assessments and fees - - - - - - - - - - -
Claims service/assessments reserve - - - - - - (1,488) 10,032 (5,968) {543) 5,039
Safety and scholarship grants - - - - - - - - - - -
Legal and consultant fees - - - - - - - - - - B
Training expense - - - - - - - - - - -
Depreciation expense - - - - - - - - - - -
Maintenance contracts - - - - - - - - - - -
Dividends pald - - - - - - - - - - -
Total expenses - - - - - - (1,488) 10,033 {5,968) {5,598} 28,769
Change in net assets before transfers - - - - (3) - 4,404 (7,539) 7,513 8,341 (24,997)
Interfund transfers:
To 2009 fund - - - - - - - - - - -
Net change in net assets - - ~ - (3) - 4,404 (7,539} 7,513 8,341 (24,997}
Net assets, beginning - - - - - - 159,795 127,132 110,45% 71,645 76,945
Net assets, ending - - - - {3) - 164,199 119,593 117,972 79,986 51,948
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MAINE MUNICIPAL ASSOCIATION Schedule 3
WORKERS' COMPENSATION FUND
Statement of Revenues, Expenses, and Changes In Net Assets by Fund Year
For the Period Ended December 31, 2009
1590 1992 1993 1994 1995 1996 1997 1998
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year - Fund Year
Revenue:
Contributions - - - - - - - - -
Less discounts - - - - - - - - -
Less loss control credit - - - - - - - - -
Less medical deductible credit - - - - - - - - -
Net contributions - - - - - - - - -
Investment income 2,445 8,378 13,362 17,044 14,341 11,924 45,271 105,351 158,556
Unrealized gain (loss) on investments (972} [3,772) {5,684) (6,435} {6,180) (6,155) {19,753} (43,899) (62,073)
Total revenue 1,473 4,606 7,678 10,609 8,161 5,768 25,518 61,452 96,483
Expenses:
Claims paid 821 13,473 3,658 5,967 59,117 266,778 5,735 47,927 2,807
Claims reserve - current year adjustment 5,842 25,292 16,171 18,791 38,717 87,428 (31,444) 36,412 17,881
Subrogation recovery - - (396) - - - (930) - -
Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - -
Ultimate claims loss 6,653 38,765 19,433 24,758 97,834 354,206 {26,639) 84,339 20,688
Reinsurance recovered - - - (275,823) - (120,686) - - -
Reinsurance recoverable adjustment - - - 275,823 - 77,287 - - -
Supplemental benefits fund recovered - - - - - - - -
Net ultimate claims loss 6,663 38,765 19,433 24,758 97,834 310,807 {26,639) 84,339 20,688
Loss reserve discounting (66) (268) (198) (270) (408) (5,045) (5,637) (14,781) {1,314)
Net claims expense 6,597 38,497 19,235 24,488 97,426 305,762 (32,27¢6) 69,558 19,374
Reinsurance premium - - - - - - - - -
Professlonal service - - - - - - - - -
Administrative fees - - - - - - - - -
Regulatory assessments and fees - - - - - - - - -
Clatms service/assessments reserve 4,780 6,531 (354) (2,398) 3,218 30,302 {4,642) {5,342) (1,976)
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreclation expense - - - - - - - - -
Maintenance contracts - - - - - - - - -
Dividends paid - - - - - - - - -
Total expenses 11,377 45,028 18,881 22,090 100,644 336,064 (36,918) 64,216 17,398
Change In net assets before transfers (9,904) (40,422) {11,203) [11,481) (92,483) {330,295) 62,436 {2,764] 79,085
Interfund transfers:
To 2009 fund - {150,000} {100,000) {100,000) (100,000} {50,000) {500,000) {500,000} (1,400,000)
Net change in net assets (9,904} {140,422) (111,203) {111,481) (192,483) (380,295) {437,564) (502,764} (1,320,915)
Net assets, beglnning 54,591 300,597 410,576 516,714 481,267 332,075 1,511,018 3,275,179 5,465,803
Net assets, ending 44,687 160,175 299,373 405,233 288,784 (48,220) 1,073,454 2,772,415 4,144,888
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MAINE MUNICIPAL ASSOCIATION schedule 3
WORKERS' COMPENSATION FUND
Statement of Revanues, Expenses, and Changes in Nat Assets by Fund Year
For the Perlod Ended December 31, 2009
1999 2000 2001 2002 2003 2004 2005 2006 2007
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions - - - - - - - - (16,981)
- Less discounts B - - - - - - - -
Less loss control credit - - - - - - - - -
Less medical deductible credit - - - - - - - ~ -
Net contributions - - - - - - - - (16,981)
Investment income 91,459 56,147 97,851 66,297 132,340 172,620 270,989 294,876 293,531
Unrealized gain [loss) on investments (38,196) (28,143) {42,486) {27,670) [57,499) {79,257} {110,422) {128,536} {127,695)
Total revenue 53,263 38,004 55,405 38,627 74,841 102,323 160,567 166,240 148,855
Expenses: :
Claims paid 36,623 297,873 138,040 710,364 447,181 656,876 211,893 832,645 1,325,082
Claims reserve - current year adjustment 21,444 44,868 {214,564} {391,951} {405,583) (860,145) {467,602) (898,828) (1,022,668)
Subrogation recovery - {12,588) {18,285) {931) - {12,144) (33,094) (13,795) (28,612)
Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - -
Ultimate claims loss 58,067 330,155 (94,809) 317,482 41,598 (215,413} (188,803) {79,978) 273,802
Relnsurance recoverad - - - - - - - - [59,758)
Reinsurance recoverable adjustment - (250,288) (7,922} [215,002) (16,945) - - - (417,034)
Supplemental benefits fund recovered - - - - - - - -
Net ultimate claims loss 58,067 79,867 (102,731} 102,480 24,653 (215,413} (188,803) (79,978) (202,990)
Loss reserve gdiscounting (12,207) 4,297 1,957 4,633 4,394 42,646 (7,489} 43,139 108,393
Net claims expense 45,860 B4,164 (100,734) 107,113 29,047 (172,767) {195,292) {36,839} (94,597)
Reinsurance premium - - - - - : - - - -
Professional service - - - - - - - - -
Administrative fees - - - - - - - - -
Regulatory assessments and fees B - - - - - - - -
Claims service/assessments reserve (3,113) 17,554 (38,013) 4,328 (62,717) {102,623) {113,871) {123,150) (234,773)
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - - -
Maintenance contracts - - - - - - - - -
Dividends paid - - - - - - - - -
Total expenses 42,747 101,718 {138,747} 111,442 (33,670] (275,390} {310,163) (159,989) {329,370)
Change in net assets before transfers 10,516 [63,714) 194,152 (72,815] 108,511 377,713 470,730 326,229 478,225
Interfund transfers:
To 2009 fund {500,000) (300,000) {352,360) - - - - - -
Net change in net assets (489,484) (263,714) (158,208) (72,815) 108,511 377,713 470,730 326,229 478,225
Net assets, beginning 2,738,464 1,752,482 2,507,650 370,403 2,009,662 2,606,427 5,454,740 5,625,153 4,685,731
Net assets, ending 2,248,980 1,388,768 2,349,442 297,588 2,118,173 2,984,140 5,925,470 5,951,382 5,163,956
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MAINE MUNICIPAL ASSOCIATION
WORKERS' COMPENSATION FUND

Statement of Revenues, Expenses, and Changes in Net Assets by Fund Year

For the Perlod Ended December 31, 2009

Schedule 3

2008 2009 2010 WC 5S WC Training Totals
Fund Year Fund Year Fund Year Fund Fund 2009 2008
Revenue:
Contributions 366,345 19,542,109 - - - 19,891,473 19,462,552
Less discounts - (1,944,280} - - - {1,944,280) (1,866,762)
Less [oss control credit - {476,219) - - - {476,219) (466,599)
Less medical deductible credit - (7,494} - - - (7,494) (B.513)
Net contributions 366,345 17,114,116 co- - - 17,463,480 17,120,678
Investment income 366,960 351,883 - - - 2,605,347 2,726,066
Unrealized gain {loss) on investments (163,973) 88,345 - - - {871,810) 1,991,156
Total revenue 569,332 17,554,344 - - -~ 19,197,017 21,837,900
Expenses:
Claims paid 2,534,470 2,845,455 - - - 10,742,193 9,723,022
Claims reserve - current year adjustment (4,214,357) 6,676,935 - - - {1,463,874) 4,565,290
Subrogation recovery (15,727) (6,302) - - - {236,106) (170,001)
Deductible recovery {5,180) (7,366) - - - (12,546) (11,515)
Supplemental benefits fund recovered - - - - - - -
Ultimate claims loss (1,700,794) 9,512,722 - - - 9,029,667 14,106,796
Reinsurance recovered - - - - - {519,431) (179,759)
Relnsurance recoverakle adjustment - - - - {627,787) (406,565)
Supplemental benefits fund recovered - - - - - - -
Net.ultimate claims loss (1,700,794) 9,512,722 - - - 7,882,449 13,520,472
Loss reserve discounting 377,098 {888,093) - - - {349,224} {21,483)
Net claims expense {1,323,696) 8,624,629 - - - 7,533,225 13,498,989
Relnsurance premium 13,593 564,986 - - - 578,579 586,075
Professional service - 129,782 - - - 129,782 107,644
Administrative fees - 3,233,620 - - - 3,233,620 2,899,222
Regulatory assessments and fees - 541,205 - - - 541,205 609,915
Claims service/assessments reserve (592,696) 1,127,637 - - - (24,245) 190,056
Safety and scholarshlp grants - - - 215,287 - 215,287 198,974
Legal and consultant fees 11,500 - - - - 11,500 11,500
Tralning expense - - - - - - 85,000
Depreclation expense - 53,594 - - - 53,534 92,419
Maintenance contracts - 94,525 - - - 94,525 104,632
Diyidends paid 499,276 - - - - 499,276 499,503
Total expenses (1,392,023} 14,369,978 - 215,287 - 12,806,348 18,883,929
Change In net assets before transfers 1,961,355 3,184,366 - (215,287) - 6,390,669 2,953,871
Interfund transfers:
To 20093 fund 3,102,360 - 500,000 - -
Net change In net assets 1,961,355 6,286,726 - 684,713 - 6,390,669 2,953,971
Net assets, beginning 2,973,289 - - 104,983 59,076 43,781,856 40,827,885
Net assets, ending 4,934,644 6,286,726 - 789,695 59,076 50,172,525 43,781,856
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenuas and Expenses
For the Period November 1, 1978 through December 31, 2009
1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1985 1986 1987
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 898,836 2,198,194 2,906,927 4,240,842 4,595,671 5,632,583 6,021,088 5,838,615 8,513,890
Less discounts - - {290,693) (424,084) (459,567} {796,892) (852,654) (980,663)  {1,236,385)
Less loss control credit - - - - - - - - -
Less medlcal deductible credit - - - - - - - - -
Net contributions £98,836 2,198,194 2,616,234 3,816,758 4,136,104 4,835,691 5,168,434 5,857,952 7,277,505
Investment income 330,565 813,081 646,146 1,473,718 1,478,578 1,260,588 1,063,386 1,276,428 2,889,557
Miscellaneous revenue - a5 234 122 (125) 891 2,180 2,372 11,737
. Total revenue 1,229,401 3,011,31C 3,262,614 5,290,598 5,614,557 6,097,170 6,234,000 7,136,752 10,178,798
Expenses:
Ctaims paid 719,287 2,532,544 3,357,987 2,988,697 3,994,016 5,131,404 7,500,279 7,376,222 8,864,086
Clalms reserve - - - - - - 447,927 225,067 520,765
Subrogation recovery (210) - {30,520) {31,308) {15,945) (53,828} {370,586) {174,313) {89,363
Deductible recovery - - - - - - - - -
Supplemental benefits fund recovered - - - - - - - - -
Ultimate clalms loss 719,077 2,532,544 3,327,467 2,857,351 3,978,071 5,077,576 7,577,620 7,426,576 9,255,488
Reinsurance recovered - {884,886) (1,431,150} (201,145) (990,399)  (1,697,712)  (3,180,774)  {2,242,656) (111,881)
Relnsurance recoverakle adjustment - - - 1 (482) - (483,139) {260,517) (615,923}
Net ultimate claims loss 719,077 1,647,658 1,896,317 2,756,247 2,987,190 3,379,864 3,913,707 4,923,803 8,567,684
Loss reserve discounting - - - - - - - - -
Net claims expense 719,077 1,647,658 1,896,317 2,756,247 2,987,190 3,379,864 3,913,707 4,923,803 8,567,684
Reinsurance premium 137,237 312,790 419,524 478,576 363,680 411,812 520,415 659,461 1,178,993
Claims service fee paid 82,296 176,497 236,470 327,459 386,512 473,213 351,488 404,309 441,635
Professlonal service fees - - - - - - - - -
Administrative fees 13,627 49,349 55,671 254,852 398,727 499,345 660,000 441,000 500,000
Regulatory assessiments and fees - - - 6,122 233 662 402 3,162 24,918
Claims servicefassessments reserve - - - - - - 49,338 28,790 52,853
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - - -
Mafntenance contracts - - - - - - - - -
Dividends pald 106,990 73,229 - - - - - - -
Interest refund 188,639 591,920 537,188 793,891 508,732 243,525 - - -
Interast expense - - - - - - - - 992,030
Total expenses 1,247,866 2,851,513 3,145,170 4,617,187 4,645,074 5,008,421 5,495,350 6,500,525 11,758,113
Change In net assets before transfers {18,465} 159,797 117,444 673,411 969,483 1,088,749 738,650 636,227 {(1,579,314)
Interfund transfers 18,465 (159,797) (117,444) (673,411) {969,485} [1,088,749]) {574,451) (516,634} 1,697,286
From MMA General Fund - - - - - - - -
Net assets, ending - - - - {3} - 164,199 119,593 117,972
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the Period November 1, 1978 through December 31, 2009
1988 1989 1990 1991 1992 1993 1994 1995 1996
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 11,896,947 13,324,125 14,920,260 16,176,020 13,370,101 14,598,127 16,420,658 13,726,365 9,210,964
Less discounts (1,216,358}  (1,027,854)  {1,237,948) (1,428,079}  (1,276,658)  {1,441,541) (1,426,427} (1,425,500} {798,572)
Less loss control credit - - - - - - - - {362,288}
Less medica} deductible credit - - - - - - - - -
Net contributions 10,680,585 12,296,271 13,682,312 14,747,941 12,093,443 13,256,586 14,594,232 12,300,865 8,049,704
investment Income 3,599,304 3,847,566 3,715,309 4,182,032 3,513,085 3,330,616 3,060,268 3,283,461 4,000,834
Miscellaneous revenue 3,703 2,861 2,580 2,049 3,938 8,505 {716] B14 -
Total revenue 14,683,596 16,146,698 17,404,601 18,932,022 15,610,467 16,596,107 18,053,784 15,585,140 12,050,538
Expenses:
Claims pald 8,024,230 9,824,779 8,709,736 8,009,206 8,531,054 9,343,163 6,175,236 4,602,005 5,184,394
Claims reserve 55,318 107,314 20,373 60,257 84,550 165,227 89,757 381,956 203,820
Subrogation recovery (85,944) (243,383) (52,704) (65,596} {41,150) (29,068} (101,987) {128,454) (229,123)
Deductible recovery - - - - - - - - (27,707)
Supplemental benefits fund recovered - - - - - (21,000) - - -
: Uitimate claims loss 7,993,604 9,688,710 8,677,405 8,003,867 B,974,494 9,458,321 6,163,006 4,855,507 5,141,384
Reinsurance recovered {149,907) - (45,417} - (145,143} (665,193} - (120,685) -
Reinsurance recoverable adjustment - - - - - - - (32,464) -
Net ultlmate claims loss 7,843,697 9,688,710 8,631,988 8,003,867 8,829,351 8,793,128 6,163,006 4,702,358 5,141,384
Loss reserve discounting (540) (1,047} {199) (588) (825) {1,612} (876) (6,783) (7.752)
Net claims expense 7,843,157 9,687,663 8,631,789 8,003,279 8,828,526 8,791,516 6,162,130 4,695,575 5,133,592
Relnsurance premium 1,384,557 1,768,008 1,884,136 1,000,000 1,258,394 1,396,197 1,377,769 1,326,533 949,462
Claims service fee paid 327,982 393,927 492,491 574,544 612,319 641,430 739,044 728,277 93,000
Professional service fees 160,000 159,500 203,002 233,817 254,729 276,030 271,628 4,916 22,331
Administrative fees 575,000 687,000 762,100 803,500 857,569 925,325 989,573 1,610,290 1,861,680
Regulatory assessments and fees 4,320 85,838 121,554 13,706 163,687 234,986 257,338 291,756 253,869
Claims service/assassments reserve 7,670 21,157 11,400 12,016 10,088 29,411 18,551 66,451 23,521
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreciation expense - - - - - - - 19,265 44,505
Malntenance contracts - - - - - - - - 1,431
Dividends paid - - - 76,147 500,000 150,000 1,250,000 2,242,014 1,163,116
Interest refund - - - - - - - - -
Interest expense - 105,260 81,904 - - - - - - -
Total expenses 10,407,946 12,884,997 12,106,472 10,717,009 12,485,312 12,444,895 11,066,033 10,985,081 9,546,507
Change in net assets before transfers 4,275,650 3,261,701 5,298,129 8,215,013 3,125,155 4,151,212 5,987,751 4,600,058 2,504,031
Interfund transfers (4,195,664)  (3,209,753)  (5,253,442)  {8,054,838)  (2,825,782)  (3,745,973)  {6,698,967) (4,648,279}  (1,430,577)
From MMA General Fund - - - - - - - - -
Net assets, ending 79,986 51,948 44,687 160,175 298,373 405,233 288,784 {48,220} 1,073,454
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MAINE MUNICIPAL ASSOCIATION Schadule 4
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the Period November 1, 1978 through December 31, 2009
1997 1998 1999 2000 2001 2002 2003 2004 2005
Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year Fund Year
Revenue:
Contributions 7,426,058 6,724,762 6,563,966 7,228,092 8,781,293 10,766,844 13,489,261 15,285,637 16,444,605
Less discounts (629,764) (531,730 (521,782) {596,605) (703,678} (895,300) {1,183,988) (1,394,079} (1,539,835)
Less loss control credit (169,007} (184,472) (206,437) {220,584) (333,223) (328,432) {101,161) (362,445) (383,085)
Less madical deductible credit - {6,887) (6,230) (6,725) {9,382} (8,848) {9,061) {11,225) {10,610)
Net contributions 6,627,287 6,001,673 5,829,517 6,404,178 7,735,010 9,534,264 11,895,051 13,517,888 14,511,075
Investment income 3,682,600 3,604,339 2,024,247 1,634,510 1,696,237 1,367,998 1,289,715 1,423,708 1,900,512
Miscellaneous revenue - - - - - - - - -
Total revenue 10,309,887 9,606,012 7,853,764 8,038,688 9,431,247 10,902,262 13,184,766 14,941,596 16,411,587
Expenses:
Claims paid 4,770,866 4,561,861 6,372,312 6,795,358 6,932,585 9,364,914 8,670,770 8,600,063 7,317,905
Clalms reserve 367,581 21,372 458,315 801,315 724,366 1,788,467 2,122,221 2,063,935 2,555,204
Subrogation recovery (165,446) (124,623) (168,564) {372,582) {84,742) {305,820) {149,350} (155,053} {110,101}
Deductible recovery [12,123) {13,501} (10,608) {9,960) {11,059) (9,280) {9,027} {7,400) (12,627)
Supplemental benefits fund recovered - - (43,150) - - - - - -
Ultimate claims loss 4,960,878 4,445,109 6,608,305 7,213,731 7,561,154 10,838,281 10,634,614 10,501,545 9,750,381
Reinsurance recovered {91,013) - {42,769) - (138,239) - - - -
Relnsurance recoverahle adjustment - - - {422,680) (134,332} (532,311) {320,205} - -
Net ultimate claims loss 4,869,865 4,445,109 6,565,536 6,791,051 7,288,583 10,305,970 10,314,409 10,501,545 5,750,381
Loss reserve discounting (20,807) {1,439) {35,473) (34,583} {59,805} {152,312) {205,340} (259,341) (354,037}
et claims expense 4,849,058 4,443,670 6,530,063 6,756,468 7,228,778 10,153,658 10,109,069 10,242,204 9,396,344
Reinsurance premium 842,457 508,299 474,434 615,289 472,360 597,909 648,343 510,909 537,943
Clalms service fee paid 14,050 15,500 18,000 - - - - - -
Professional service fees 23,256 26,224 28,577 58,855 50,676 47,723 104,363 29,741 100,262
Administrative fees 1,952,664 1,911,188 1,878,992 1,867,023 1,930,412 2,286,467 2,473,038 2,944,909 2,745,034
Regulatory assessments and fees 177,268 205,266 199,189 197,310 387,317 234,328 496,439 430,878 453,258
Clalms service/assessments reserve 39,794 4,060 53,943 107,305 85,212 261,981 256,620 281,971 269,198
Safety and scholarship grants - - - - - - - - -
Legal and consultant fees - - - - - - - - -
Training expense - - - - - - - - -
Depreclation expense 51,995 45,988 41,315 39,991 39,615 47,130 56,306 154,841 99,173
Mzintenance contracts 3,850 3,245 6,394 7,414 18,403 21,044 8,960 30,949 83,792
Dividends pafd 355,455 341,572 362,866 368,132 385,394 398,373 399,459 498,927 498,172
Interest refund - - - - . - - - - -
Interest expense - - - - - - - - -
Total expenses 8,309,887 7,505,012 9,593,784 10,017,787 10,598,167 14,048,613 14,552,597 15,125,329 14,183,176
Change in net assets before transfers 2,000,000 2,101,000 {1,740,020) {1,979,099) (1,166,920) {3,146,351) {1,367,831) (183,733) 2,228,411
Interfund transfers 772,415 1,529,444 3,589,000 3,367,867 3,516,362 3,443,939 3,486,004 3,167,873 3,697,059
From MMA General Fund - 414,444 - - - - - - -
Net assets, ending 2,772,415 4,144,888 2,248,980 1,388,768 2,343,442 297,588 2,118,173 2,984,140 5,925,470
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MAINE MUNICIPAL ASSOCIATION Schedule 4
WORKERS' COMPENSATION FUND
Cumulative Statement of Revenues and Expenses
For the Pertod November 1, 1978 through December 31, 2009

2006 2007 2008 2009 2010 WC 5S WC Training
Fund Year Fund Year Fund Year Fund Year Fund Year Fund " _Fund Totals
Revenue:
Contributions 5 17,284,106 17,842,123 19,370,424 19,542,108 - - - 332,339,494
Less discounts (1,636,544)  (1,681,943)  (1,866,762)  (1,944,280) - - - {31,446,565)
Less loss control credit (384,305) {394,652) {466,599) {476,219) - - - (4,672,909)
Less mediczl deductible credit (8,434) (8,358) {8,513) (7,454) - - - (101,767)
Net contributions 15,254,823 15,757,170 17,028,550 17,114,116 - - - 296,118,253
Investment Income 1,916,884 1,410,541 1,044,804 440,227 - - - 67,605,245
Miscellaneous revenue - - - - - - - 41,980
Total revenue 17,171,707 17,168,111 18,073,354 17,554,343 - - - 363,765,478
Expenses:
Claims pard 6,494,950 6,970,520 5,533,268 2,849,455 - - - 196,503,556
Claims reserve 3,140,362 4,145,208 5,483,166 6,676,935 - - - 32,710,818
Subrogation recovery (39,377) (47,334} (21,820) (6,302) - - - {3,494,995)
Deductible recovery {12,565) {9,732} {11,120 (7,366) - - - 1154,075)
Supplemental benefits fund recovered - - - - - - - (64,15C)
Ultimate claims loss 9,583,370 11,059,062 10,983,494 9,512,722 - - - 225,501,154
Relnsurance recovered - (59,758) - - - - - (12,198,727)
Retnsurance recoverable adjustment - (486,563) - - - - - {3,288,615)
. Net ultimate claims loss 9,583,370 10,512,741 10,983,454 9,512,722 - - - 210,013,812
Loss reserve discounting (464,423} {552,219) {800,139) (888,093) - - - {3,858,273)
Net claims expense 9,118,947 5,850,522 10,183,355 8,624,629 - - - 206,155,539
Reinsurance premium 584,974 623,073 583,503 564,986 - - - 24,432,063
Claims service fee paid - - - - - - - 7,530,443
Professional service faes 82,651 113,400 123,908 129,782 - - - 2,505,371
Administrative fees 2,979,425 3,176,335 2,899,222 3,233,620 - - - 44,222,978
Regulatory assessments and fees 506,002 647,947 616,797 541,204 - - - 6,555,766
Claims service/assessments reserve 385,429 505,471 793,630 1,127,637 - - - 4,513,457
Safety and scholarship grants - - - - - 1,644,109 - 1,644,109
Legal and consultant fees - 24,637 11,500 - - - 10,511 46,648
Training expense - - - - - - 165,413 165,413
Depreclatlon expense 102,868 102,604 92,419 53,594 - - - 991,613
Maintenance contracts 73,323 76,232 104,632 94,525 - - - 534,154
Dividends paid 497,979 499,503 498,276 - - - - 10,666,604
Interest refund - - - - - - - 2,863,965
interest expense - - - - - - - 1,179,194
Total expenses 14,341,598 15,719,724 15,908,242 14,369,977 - 1,644,109 175,924 314,007,357
Change in net assets before transfers 2,830,109 1,448,387 2,165,112 3,184,366 - (1,644,109} (175,224) 49,758,081
interfund transfers 3,121,273 3,715,569 2,769,532 3,102,360 - 2,433,805 235,000 -
From MMA General Fund - - - - - - - 414,444
Nat assets, endlng S 5,951,382 5,163,956 4,934,644 6,286,726 - 789,696 59,076 50,172,525
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