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Independent Auditor's Report

To the Board of Trustees 
MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Report on the Financial Statements

We have audited the accompanying basic financial statements of MASB-SEG Property/Casualty Pool, Inc. and its
discretely presented component unit, MASB-SEG Reinsurance Limited (the "Pool"), as of and for the year ended
June 30, 2020 and the related notes to the financial statements, which collectively comprise the Pool's basic
financial statements, as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these basic financial statements based on our audit. We did not
audit the financial statements of the discretely presented component unit, MASB-SEG Reinsurance Limited.
Those financial statements were audited by other auditors, whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for MASB-SEG Reinsurance Limited, is based solely on the
report of the other auditors. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the basic financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the basic
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the basic financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Pool's preparation and fair presentation of
the basic financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Pool's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the basic financial statements.

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

Opinion

In our opinion, based on our audit and the report of other auditors, the basic financial statements referred to
above present fairly, in all material respects, the respective financial position of MASB-SEG Property/Casualty
Pool, Inc. and its discretely presented component unit, MASB-SEG Reinsurance Limited, as of June 30, 2020 and
the respective changes in their financial position and their cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

1

LaGail.Truss
East Lansing MI 2020

LaGail.Truss
Praxity New



To the Board of Trustees 
MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis; schedule of claims development for MASB-SEG Property/Casualty Pool, Inc.; and
schedule of reconciliation of net reserves for claims and claims adjustment expenses by type of contract for
MASB-SEG Property/Casualty Pool, Inc. be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, which considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplemental information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements that collectively
comprise MASB-SEG Property/Casualty Pool, Inc.'s and its discretely presented component unit, MASB-SEG
Reinsurance Limited's, basic financial statements. The schedule of operations by policy year for MASB-SEG
Property/Casualty Pool, Inc., as identified in the table of contents, is presented for the purpose of additional
analysis and is not a required part of the basic financial statements. The schedule of operations by policy year for
MASB-SEG Property/Casualty Pool, Inc. has not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and, accordingly, we do not express an opinion or provide any assurance on it. 

Report on Summarized Comparative Information

We have previously audited MASB-SEG Property/Casualty Pool, Inc. and Subsidiary's June 30, 2019 basic
financial statements, and we expressed an unmodified audit opinion on the basic financial statements of the Pool
and its discretely presented component unit in our report dated September 24, 2019. In our opinion, the
summarized comparative information presented herein as of and for the year ended June 30, 2019 is consistent,
in all material respects, with the audited basic financial statements from which it has been derived. 

September 14, 2020
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Management's Discussion and Analysis

Using This Annual Report

This annual report consists of the statement of net position; the statement of revenue, expenses, and changes in
net position; and the statement of cash flows. Along with the notes, they provide detailed financial information
concerning MASB-SEG Property/Casualty Pool, Inc. and Subsidiary (the "Pool"). This section, the management's
discussion and analysis, is intended to provide an overview of the Pool's financial condition, results of operations,
and other key information.

Financial Overview

This annual report consists of four parts - management's discussion and analysis (this section), the basic financial
statements, required supplemental information, and other supplemental information.

The basic financial statements, which follow this section, provide both long-term and short-term information about
the Pool's financial status. The Pool uses the accrual method of accounting in accordance with accounting
principles generally accepted in the United States of America. 

In analyzing the Pool's financial position, it is important to recognize the mission of the Pool. From a financial
perspective, the Pool's general objectives are to formulate, develop, and administer, on behalf of the members, a
program of insurance to obtain lower costs for that coverage and to develop a comprehensive loss prevention
program. As of June 30, 2020, 526 educational institutions within the state of Michigan participate in the Pool.

The key financial statistics for the Pool would be based on total anticipated claims to be paid in a specific policy
year compared to the contributions received from members, otherwise known in the industry as a loss ratio.

Policy Year Ended
2020 2019 2018

Total premiums $ 43,702,253 $ 40,651,469 $ 38,632,633
Total estimated claim payments 24,391,997 21,105,105 19,139,406

Loss ratio %55.8 %51.9 %49.5

Total estimated claim payments for each policy year consist of claim payments and an estimate of unsettled
claims estimated by a third-party administrator and an estimate of claims incurred but not reported estimated by
an independent actuary. The methods of making such estimates are continuously reviewed by management, and,
according to industry practice, any changes to these estimates will have an impact on reported results of future
periods. Claim payments can change significantly from period to period because the ultimate amount paid for
claims is dependent on the frequency of claims filed, as well as other events, such as jury decisions, court
interpretations, and legislative changes.

To reduce the Pool's exposure to large specific claims, the Pool enters into excess insurance contracts to recover
specific claim losses in excess of stated amounts in the excess insurance contract. Currently, the per claim limit
totals $500,000 for casualty coverage and $1,000,000 for property coverage.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Management's Discussion and Analysis (Continued)

Approximately 82 percent, 86 percent, and 96 percent of assets in 2020, 2019, and 2018, respectively, consist of
cash, cash equivalents, and investments. During the year ended June 30, 2019, approximately $7.0 million was
placed into construction in progress (CIP) related to the construction of the Pool’s new headquarters building.
During the year ended June 30, 2020, $7.0 million was transferred out of CIP and into buildings and
improvements. An additional $3.5 million was added to building and improvements. The building was completed
in November 2019 and placed into service. 

Approximately 74 percent, 65 percent, and 65 percent of liabilities in 2020, 2019, and 2018, respectively, consist
of reserves for claims. Due to the nature of property/casualty claims and the related reporting and settlement
processes of claims, it is anticipated, based on historical averages of the Pool, that approximately 46 percent of
the estimated reserves for claims will be settled within one year. The analysis below presents a comparison of the
Pool's current year financial position to the prior years:

2020 2019 2018

Assets
Current assets:

Cash and cash equivalents $ 2,859,919 $ 1,068,547 $ 1,803,318
Investments 70,591,940 76,300,378 78,283,159
Receivables 1,139,218 1,944,738 1,022,699
Prepaid expenses and other assets 501,574 260,780 94,935

Total current assets 75,092,651 79,574,443 81,204,111

Noncurrent assets:
Refundable deposit 413,000 458,000 497,288
Capital assets - Net 13,533,764 10,108,416 1,936,109

Total noncurrent assets 13,946,764 10,566,416 2,433,397

Total assets 89,039,415 90,140,859 83,637,508

Liabilities
Current liabilities:

Accounts payable and other payables 221,556 2,158,419 297,105
Checks issued in excess of bank balance - 71,025 -
Current portion of reserves for claims 14,278,047 11,009,119 9,773,903
Premiums collected in advance and unearned premiums 5,922,717 7,108,388 6,682,937
Premium and investment earnings surplus due to members 5,000,000 5,000,000 5,000,000

Total current liabilities 25,422,320 25,346,951 21,753,945

Noncurrent liabilities - Reserves for claims - Net of current
portion 17,010,214 15,811,030 12,924,570

Total liabilities 42,432,534 41,157,981 34,678,515

Net Position
Net investment in capital assets 13,533,764 10,108,456 1,936,109
Unrestricted 33,073,117 38,874,422 47,022,884

Total net position $ 46,606,881 $ 48,982,878 $ 48,958,993
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Management's Discussion and Analysis (Continued)

The following table shows the major components of income (loss) from operations for the current year compared
to the prior years. Total provision for claims, as noted above, is dependent on many factors and will change from
year to year based on these factors.

2020 2019 2018

Operating Revenue - Premiums $ 46,843,253 $ 42,197,469 $ 40,343,633

Operating Expenses
Provision for claims 26,593,772 23,086,794 20,745,483
Excess insurance premiums 12,253,690 9,904,467 9,868,595
Administrative fees 4,457,500 4,443,179 4,142,285
MCCA assessment 2,648,372 2,340,674 2,166,190
Professional fees 209,405 187,915 152,641
Other 1,421,530 1,414,642 1,251,164
Service agent fees 667,325 157,843 -

Total operating expenses 48,251,594 41,535,514 38,326,358

Operating (Loss) Income (1,408,341) 661,955 2,017,275

Nonoperating Revenue (Expense)
Investment earnings 1,618,248 1,944,128 1,700,547
Realized and unrealized gain on investments 2,173,670 2,410,304 247,943
Premiums and investment earnings surplus returned to

members (4,959,574) (4,992,502) (4,910,919)
Rental income 200,000 - -

Total nonoperating expense (967,656) (638,070) (2,962,429)

Change in Net Position $ (2,375,997) $ 23,885 $ (945,154)

Operating revenue increased approximately 11.0 percent, from $42.2 million in 2019 to $46.8 million in 2020,
largely due to increased pool membership. Claim provisions frequently change from year to year and depend
upon many internal and external factors. The Pool's estimated claim losses increased in 2020 primarily due to
property and general liability claim losses exceeding historical averages. Loss provisions are expected to face
continuing pressure as recent external and legislative factors may ultimately impact final settlement costs. 

Economic Factors and Next Year's Rates

The expected rates charged by the Pool for member premiums for the next fiscal year are not expected to change
significantly. All other operating expenses are expected to remain consistent with amounts reported in 2020. The
provision for claim payments is expected to be consistent with historical trends, and we are unaware of any
economic events or legislative events that would have a significant impact on the operations of the Pool. 

Contacting the Pool's Management

This financial report is intended to provide our members and regulators with a general overview of the
accountability for the money the Pool receives. If you have questions about this report or need additional
information, we welcome you to contact Dennis J. Rogoszewski, CPA, chief financial officer, MASB-SEG
Property/Casualty Pool, Inc. and Subsidiary at (517) 482-0871.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Statement of Net Position

June 30, 2020 and 2019

MASB-SEG
Property/

Casualty Pool,
Inc.

MASB-SEG
Reinsurance

Limited
(Component

Unit)

2020
Totals

(Note 1)
2019
Totals

Assets
Current assets:

Cash and cash equivalents (Note 3) $ 2,218,030 $ 641,889 $ 2,859,919 $ 1,068,547
Investments (Notes 3 and 4) 49,539,046 21,052,894 70,591,940 76,300,378
Receivables:

Premiums - - - 11,264
Expected recovery under excess insurance

contracts 953,736 - 953,736 1,666,330
Accrued interest receivable 185,482 - 185,482 267,144

Prepaid expenses and other assets 400,005 101,569 501,574 260,780

Total current assets 53,296,299 21,796,352 75,092,651 79,574,443

Noncurrent assets:
Refundable deposit (Note 6) 413,000 - 413,000 458,000
Investment in MASB-SEG Reinsurance

Limited (Note 1) 16,412,323 - - -
Capital assets: (Note 5)

Assets not subject to depreciation 2,004,057 - 2,004,057 8,692,409
Assets subject to depreciation - Net of

accumulated depreciation of $929,222
and $553,006 in 2020 and 2019,
respectively 11,529,707 - 11,529,707 1,416,007

Total noncurrent assets 30,359,087 - 13,946,764 10,566,416

Total assets 83,655,386 21,796,352 89,039,415 90,140,859

Liabilities
Current liabilities:

Accounts payable and other payables 95,574 125,982 221,556 2,158,419
Checks issued in excess of bank balance - - - 71,025
Current portion of reserves for claims (Note 7) 9,020,000 5,258,047 14,278,047 11,009,119
Premiums collected in advance and unearned

premiums 5,922,717 - 5,922,717 7,108,388
Premium and investment earnings surplus due

to members (Note 8) 5,000,000 - 5,000,000 5,000,000

Total current liabilities 20,038,291 5,384,029 25,422,320 25,346,951

Noncurrent liabilities - Reserves for claims - Net of
current portion (Note 7) 17,010,214 - 17,010,214 15,811,030

Total liabilities 37,048,505 5,384,029 42,432,534 41,157,981

Net Position (Note 8)
Net investment in capital assets 13,533,764 - 13,533,764 10,108,456
Unrestricted 33,073,117 16,412,323 33,073,117 38,874,422

Total net position $ 46,606,881 $ 16,412,323 $ 46,606,881 $ 48,982,878

See notes to financial statements. 6



MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Statement of Revenue, Expenses, and Changes in Net Position

Years Ended June 30, 2020 and 2019

MASB-SEG
Property/

Casualty Pool,
Inc.

MASB-SEG
Reinsurance

Limited
(Component

Unit)

2020
Totals

(Note 1)
2019
Totals

Operating Revenue - Premiums $ 43,702,253 $ 3,141,000 $ 46,843,253 $ 42,197,469

Operating Expenses
Provision for claims: (Note 7)

Claims paid 20,629,808 1,495,852 22,125,660 18,965,118
Change in reserve for claims 2,149,183 2,318,929 4,468,112 4,121,676

Total provision for claims 22,778,991 3,814,781 26,593,772 23,086,794

Excess insurance premiums (Note 9) 12,253,690 - 12,253,690 9,904,467
Service agent fees 667,325 - 667,325 157,843
Administrative fees (Note 6) 4,400,000 57,500 4,457,500 4,443,179
MCCA assessment (Note 9) 2,648,372 - 2,648,372 2,340,674
Professional fees 128,023 81,382 209,405 187,915
Other 1,409,798 11,732 1,421,530 1,414,642

Total operating expenses 44,286,199 3,965,395 48,251,594 41,535,514

Operating (Loss) Income (583,946) (824,395) (1,408,341) 661,955

Nonoperating Revenue (Expense)
Investment earnings 1,316,028 302,220 1,618,248 1,944,128
Realized and unrealized gain on investments 1,427,768 745,902 2,173,670 2,410,304
Premiums and investment earnings surplus

returned to members (Note 8) (4,959,574) - (4,959,574) (4,992,502)
Dividends received (paid) 500,000 (500,000) - -
Change in value of investment in MASB-SEG

Reinsurance Limited (Note 1) (276,273) - - -
Rental income (Note 6) 200,000 - 200,000 -

Total nonoperating (expense)
revenue (1,792,051) 548,122 (967,656) (638,070)

Change in Net Position (2,375,997) (276,273) (2,375,997) 23,885

Net Position - Beginning of year 48,982,878 16,688,596 48,982,878 48,958,993

Net Position - End of year $ 46,606,881 $ 16,412,323 $ 46,606,881 $ 48,982,878

See notes to financial statements. 7



MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Statement of Cash Flows

Years Ended June 30, 2020 and 2019

MASB-SEG
Property/Casualty

Pool, Inc.

MASB-SEG
Reinsurance

Limited
(Component Unit)

2020
Totals

(Note 1)
2019
Totals

Cash Flows from Operating Activities
Cash received from members and other $ 42,499,621 $ 3,128,431 $ 45,628,052 $ 42,476,748
Cash received from excess insurance carriers 5,889,943 - 5,889,943 5,143,758
Cash paid to suppliers and others (25,807,157) (1,495,852) (27,303,009) (17,692,324)
Cash paid for claims (21,369,214) (518,227) (21,887,441) (25,007,603)

Net cash provided by operating activities 1,213,193 1,114,352 2,327,545 4,920,579

Cash Flows from Noncapital Financing Activities
Premium and investment earnings surplus returned to

members (4,959,574) - (4,959,574) (4,992,502)
Dividends received (paid) 500,000 (500,000) - -

Net cash used in noncapital financing
activities (4,459,574) (500,000) (4,959,574) (4,992,502)

Cash Flows Used in Financing Activities - Purchase of
capital assets (5,203,617) - (5,203,617) (6,996,364)

Cash Flows from Investing Activities
Investment income received 1,397,690 302,220 1,699,910 1,901,143
Purchases of investment securities (98,437,577) (11,141,639) (109,579,216) (102,360,186)
Proceeds from sale and maturities of investment

securities 107,349,409 10,156,915 117,506,324 106,792,559

Net cash provided by (used in) investing
activities 10,309,522 (682,504) 9,627,018 6,333,516

Net Increase (Decrease) in Cash and Cash Equivalents 1,859,524 (68,152) 1,791,372 (734,771)

Cash and Cash Equivalents - Beginning of year 358,506 710,041 1,068,547 1,803,318

Cash and Cash Equivalents - End of year $ 2,218,030 $ 641,889 $ 2,859,919 $ 1,068,547

Reconciliation of Operating (Loss) Income to Net Cash
from Operating Activities

Operating (loss) income $ (583,946) $ (824,395) $ (1,408,341) $ 661,955
Adjustments to reconcile operating (loss) income to net

cash from operating activities:
Amortization expense 376,216 - 376,216 226,110
Rental income 200,000 - 200,000 -
Changes in assets and liabilities:

Premium receivables 11,264 - 11,264 19,673
Expected recovery under excess insurance

contracts 712,594 - 712,594 (898,727)
Prepaid expenses and other assets (228,225) (12,569) (240,794) (165,845)
Accounts payable and other payables (167,197) (367,613) (534,810) 459,261
Premiums collected in advance and unearned

premiums (1,185,671) - (1,185,671) 425,451
Reserves for claims 2,149,183 2,318,929 4,468,112 4,121,676
Checks issued in excess of bank balance (71,025) - (71,025) 71,025

Net cash provided by operating activities $ 1,213,193 $ 1,114,352 $ 2,327,545 $ 4,920,579

Premium and investment earnings surplus to be returned to members totaling $5,000,000 was approved during
the years ended June 30, 2020 and 2019 and is reflected as premium and investment earnings surplus due to
members in the statement of net position.

The Pool had net unrealized gains on investments of $610,312 and $2,029,944 for the years ended June 30,
2020 and 2019, respectively.

See notes to financial statements. 8



MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 1 - Nature of Business

MASB-SEG Property/Casualty Pool, Inc. and Subsidiary (the "Pool") was created on May 23, 1985 and
organized under the laws of the State of Michigan as a governmental group property and casualty self-
insurance pool. Operating activities of the Pool began on July 1, 1986. A total of 526 educational
institutions within the state of Michigan participate in the Pool. The Pool's general objectives are to
formulate, develop, and administer, on behalf of the members, a program of insurance to obtain lower
costs for that coverage and to develop a comprehensive loss prevention program. The revenue and
expenses for each self-insurance year are accounted for separately to determine net position and
deficiencies in net position. A member's contribution to the Pool in excess of its share of claim losses,
expenses, and other costs may be refunded, as determined by the board of trustees (see Note 8). With
the assistance of an actuary, the Pool may assess members a supplemental assessment in the event of
deficiencies.

Reporting Entity

The Pool is governed by an elected board of trustees. The accompanying financial statements present
the Pool and its component unit, MASB-SEG Reinsurance Limited (the “Company”), an entity for which
the Pool is considered to be financially accountable. This discretely presented component unit is reported
in a separate column in the financial statements to emphasize that it is legally separate from the Pool
(see discussion below for description).

MASB-SEG Reinsurance Limited

During the year ended June 30, 2004, the Pool acquired MASB-SEG Reinsurance Limited in a business
combination accounted for as a discretely presented component unit. MASB-SEG Reinsurance Limited is
incorporated as an exempted company under the Companies Law of the Cayman Islands on May 26,
1981 and holds a Class B(i) insurer's license under the Cayman Islands Insurance Law. MASB-SEG
Reinsurance Limited's primary line of business is to provide a program of reinsurance to the Pool. The
Pool is the sole stockholder of the Company. The Pool's equity interest of $16,412,323 in MASB-SEG
Reinsurance Limited is recorded as an asset on the statement of net position. For the purpose of the
reporting entity's total column, this amount has been eliminated. Complete financial reports can be
obtained at the SET SEG offices at 1520 Earl Avenue, East Lansing, MI  48823.

Note 2 - Significant Accounting Policies

The accounting policies of the Pool conform to accounting principles generally accepted in the United
States of America (GAAP) applicable to governmental units. The accompanying financial statements are
presented using the accrual method of accounting.

The Pool distinguishes operating revenue and expenses from nonoperating items. Operating revenue
and expenses generally result from providing services in connection with the Pool's principal ongoing
operations. The principal operating revenue relates to premiums. Operating expenses include the
provision for claims, cost of services, and administrative expenses. All revenue and expenses not
meeting this definition are reported as nonoperating revenue and expenses. 

Cash and Cash Equivalents 

For the purpose of the accompanying financial statements, the Pool considers all highly liquid
investments purchased with original maturities of three months or less to be cash equivalents. The
carrying amount reported in the statement of net position for cash and cash equivalents approximates fair
value due to the short-term nature of these investments.

9



MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 2 - Significant Accounting Policies (Continued)

Investments 

Investments consist of U.S. Treasury securities, U.S. agencies and pass-throughs, asset-backed
securities, collateralized mortgage obligations, corporate and foreign bonds, money market investment
pools, certificates of deposit, foreign stocks, and common stocks. Investments are stated at fair value
based on quoted market prices and other observable inputs, other than the money market investment
pools, which are recorded at amortized cost.

Investment Earnings

Investment earnings, including changes in the fair value of investments, are recognized as nonoperating
revenue in the statement of revenue, expenses, and changes in net position.

Premiums Receivable

Premiums receivable are stated at invoice cost. Management has determined that balances are
collectible, and no allowance for doubtful accounts is required.

Expected Recovery Under Excess Insurance Contracts

Expected recovery under excess insurance contracts represent claims paid in excess of the specific
retention that are recoverable from the excess insurance carriers. Management has determined that
amounts are collectible, and no allowance for doubtful accounts is required.

Land, Construction in Progress, and Buildings

On August 10, 2018, the Pool entered into a land purchase agreement for $1,725,000. On August 3,
2018, the Pool entered into a construction management contract for future development of its office
building for a total estimated construction cost not to exceed $13,300,000. The office building
construction was completed and the asset was placed into service during fiscal year 2020. The building is
being depreciated over its estimated economic life totaling 39 years.

Computer Hardware and Software

The Pool capitalizes significant costs incurred in the development of software for internal use, including
the costs of the hardware, software, and consultants. Costs not qualifying for capitalization are charged to
expense. Hardware and software are being amortized over their estimated economic lives totaling
approximately 10 years.

Premiums Collected in Advance and Unearned Premiums

Prepayments of premiums are recorded as premiums collected in advance until the effective date of the
policy. The revenue is recognized on a daily pro rata basis over the policy term. Unearned premiums
represent the portion of premiums that will be earned in the subsequent year.

Reserves for Claims

Reserves for claims represent the estimated liability for unpaid insurance losses and related expenses
from reported claims and claims incurred but not reported. Reserves for claims are reflected net of any
amounts expected to be recoverable under excess insurance contracts. Changes to estimates are
currently reflected in earnings.

Checks Issued in Excess of Bank Balance 

By arrangement with the Pool's financial institution, collected funds are adjusted daily between the Pool's
checking account and sweep account. As a result, the recorded book balance of the Pool's checking
account may reflect a negative cash balance, even though the bank balance remains positive.

10



MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 2 - Significant Accounting Policies (Continued)

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Significant estimates exist relating to reserves for claims, as described in Note 7. 

Tax Status

Premium and investment income of the Pool is tax exempt under Section 115 of the Internal Revenue
Code. Accordingly, no provision for income taxes is reflected in the financial statements.

Premium Deficiency Reserve 

Management evaluates whether a premium deficiency reserve is necessary at each reporting period.
Anticipated investment income is considered in determining if a premium deficiency exists. No premium
deficiency reserve was required at June 30, 2020 or 2019.

Prior Year Presentation

The financial statements include prior year summarized comparative information in total, but not at the
level of detail required for a full presentation in conformity with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with the financial statements for the year
ended June 30, 2019 from which the summarized information was derived.

Upcoming Accounting Pronouncements 

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 87,
Leases, which improves accounting and financial reporting for leases. This statement requires
recognition of certain lease assets and liabilities for leases that previously were classified as operating
leases and recognized as inflows of resources or outflows of resources based on the payment provisions
of the contract. It establishes a single model for lease accounting based on the foundational principle that
leases are financings of the right to use an underlying asset. Under this statement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize
a lease receivable and a deferred inflow of resources. The Pool is currently evaluating the impact this
standard will have on the financial statements when adopted but expects its assets and liabilities to
increase. The provisions of this statement are effective for the Pool's financial statements for the year
ending June 30, 2022.

In August 2018, the Governmental Accounting Standards Board issued Statement No. 90, Majority Equity
Interests. This statement improves the consistency and comparability of reporting a government's
majority equity interest in a legally separate organization and improves the relevance of financial
statement information for certain component units. The Pool is currently evaluating the impact this
standard will have on the financial statements. GASB Statement No. 95 was adopted in May 2020, which
postponed effective dates for various pronouncements, including GASB Statement No. 90. The Pool will
adopt GASB Statement No. 90 for the year ending June 30, 2021.

Note 3 - Deposits and Investments

The Pool's investment policy authorizes the Pool to make deposits in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan.

The Pool designated Comerica Bank as the custodian of its investments and Comerica Bank and Bank of
America for the deposit of its funds.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 3 - Deposits and Investments (Continued)

In accordance with the Pool's investment policy, the Pool may invest in U.S. Treasury securities; U.S.
agencies and pass-throughs; asset-backed securities; collateralized mortgage obligations; corporate,
foreign, and municipal bonds; money market accounts; mutual funds; and common stocks. 

The Pool's cash and investments are subject to several types of risk, which are examined in more detail
below:

Deposits

Cash and cash equivalents include operating and claims checking accounts. Cash and cash equivalents
totaled $2,859,919 and $1,068,547 at June 30, 2020 and 2019, respectively. Deposits also include
certificates of deposit, which totaled $748,580 and $1,005,185 at June 30, 2020 and 2019, respectively,
and are included in investments in the accompanying statement of net position. 

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Pool's deposits may not be returned
to it. The Pool does not have a deposit policy for custodial credit risk of bank deposits; however, the Pool
believes that, due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical
to insure all deposits. As a result, the Pool evaluates each financial institution with which it deposits funds
and assesses the level of risk of each institution; only those institutions with an acceptable estimated risk
level are used as depositories. At June 30, 2020, $2,973,908 of the Pool's total deposit balance of
$4,222,488 was uninsured and uncollateralized. 

Investments

Investments are reported at fair value. At June 30, 2020 and 2019, the Pool had the following
investments:

Fair Value
2020 2019

Investment Type

MASB-SEG
Property/

Casualty Pool,
Inc.

MASB-SEG
Reinsurance

Limited
(Component

Unit) Total

Fixed-income securities $ 32,814,651 $ 14,590,656 $ 51,506,488
Money market investment pool* 5,121,391 - 4,602,378
Certificates of deposit 748,580 - 1,005,185
Equities 10,854,424 6,462,238 19,186,327

Total investments $ 49,539,046 $ 21,052,894 $ 76,300,378

*Recorded at amortized cost

There are no limitations or restrictions on participant withdrawals for money market investment pools,
which are recorded at amortized cost. 

Interest Rate Risk 

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest
rates. The Pool's investment policy does not restrict investment maturities. The Pool's investment policy
minimizes interest rate risk by structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities in the open market and
limiting the average maturity in accordance with the Pool's cash requirements. 
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 3 - Deposits and Investments (Continued)

At June 30, 2020, the Pool had the following average maturities of fixed-income securities:

MASB-SEG Property/Casualty
Pool, Inc. 

MASB-SEG Reinsurance Limited
(Component Unit)

Investment Fair Value

Weighted-
average Maturity

(Years) Fair Value

Weighted-
average Maturity

(Years)

U.S. Treasury securities $ 10,404,883 5.26 $ 3,591,445 4.16
U.S. agencies and pass throughs 4,663,517 7.20 -
Asset-backed securities 5,346,756 3.18 2,861,893  3.21 
Collateralized mortgage obligations 832,816 22.59 13,598 20.47
Foreign bonds 917,629 1.82 -
Corporate bonds 10,649,050 3.92 8,123,720  3.01 

Total $ 32,814,651 $ 14,590,656

At June 30, 2019, the Pool had the following average maturities of fixed-income securities:

MASB-SEG Property/Casualty
Pool, Inc. 

MASB-SEG Reinsurance Limited
(Component Unit)

Investment Fair Value

Weighted-
average Maturity

(Years) Fair Value

Weighted-
average Maturity

(Years)

U.S. Treasury securities $ 11,713,915 5.20 $ 2,807,320 4.03
U.S. agencies and pass throughs 3,648,879 9.05 -
Asset-backed securities 5,051,984 3.50 2,971,720 3.59
Collateralized mortgage obligations 927,121 21.96 20,521 21.48
Foreign bonds 1,181,624 1.81 -
Corporate bonds 15,830,036 3.40 7,353,368 3.27

Total $ 38,353,559 $ 13,152,929

Credit Risk

Credit risk is the risk that an issuer to an investment will not fulfill its obligations.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 3 - Deposits and Investments (Continued)

At June 30, 2020 and 2019, the credit quality ratings of fixed-income securities and money market
investment pools (other than those issued or guaranteed by the U.S. government) by type are as follows:

Fair Value
Investment and Rating 2020 2019

MASB-SEG Property/Casualty Pool, Inc. 

Asset-backed securities - Moody's:
Aaa $ 2,006,411 $ 3,018,618
Aa2 504,302 -
A2 114,798 -
AAA (S&P) 2,721,245 2,033,366

Total 5,346,756 5,051,984

Collateralized mortgage obligations - Moody's:
Aaa 540,244 554,897
Ba1 - 8,917
Ba3 - 1,173
Baa3 - 6,257
B2 - 6,838
Caa2 - 9,457
AAA (Fitch) 82,399 -
AAA (S&P) - 71,188
AA (S&P) 767 -
A (S&P) 4,309 -
A+ (S&P) 9,751 7,883
BBB+ (S&P) 5,578 -
D (Fitch) 5,512 -
Not rated 184,256 260,511

Total 832,816 927,121

Corporate bonds - Moody's:
Aaa 153,204 221,105
Aa1 410,846 552,992
Aa2 396,958 528,395
Aa3 838,020 1,882,367
A1 1,820,145 2,348,102
A2 3,945,615 6,316,140
A3 3,084,262 3,124,476
AAA (S&P) - 169,642
A+ (S&P) - 271,027
AA+ (S&P) - 415,790

Total 10,649,050 15,830,036

Foreign bonds - Moody's:
Aaa 65,385 712,905
Aa1 - 152,972
Aa3 477,864 163,451
A1 150,919 -
A2 223,461 152,296

Total 917,629 1,181,624

Money market investment pool - Moody's - Aaa* 5,121,391 4,602,378

Total $ 22,867,642 $ 27,593,143

*Recorded at amortized cost
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 3 - Deposits and Investments (Continued)

Fair Value
Investment and Rating 2020 2019

MASB-SEG Reinsurance Limited (Component Unit)

Asset-backed securities - Moody's:
Aaa $ 1,694,118 $ 1,849,849
Aa1 289,490 -
Aa2 180,108 -
AAA (Fitch) 400,879 -
AAA (S&P) 297,298 731,319
AA (S&P) - 390,552

Total 2,861,893 2,971,720

Collateralized mortgage obligations - Moody's - Not rated 13,598 20,521

Corporate bonds - Moody's:
Aaa 280,080 252,625
Aa1 553,800 257,525
Aa2 844,026 506,519
Aa3 549,698 750,466
A1 1,366,423 1,531,998
A2 3,045,632 2,789,148
A3 1,484,061 1,265,087

Total 8,123,720 7,353,368

Total $ 10,999,211 $ 10,345,609

Concentration of Credit Risk

The Pool places a limit of no more than 5 percent of the total aggregate portfolio that shall be invested in
any one security or the securities of any one issuer with the exception that more than 5 percent can be
invested in U.S. government securities. Excluding investments issued or guaranteed by the U.S.
government, there were no investments that individually exceed 5 percent of the Pool's total investments
at June 30, 2020 and 2019. 

Note 4 - Fair Value Measurements

The Pool categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the assets. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs
are significant other observable inputs; Level 3 inputs are significant unobservable inputs. Investments
that are measured at fair value using net asset value per share (or its equivalent) as a practical expedient
are not classified in the fair value hierarchy.

In instances where inputs used to measure fair value fall into different levels in the fair value hierarchy,
fair value measurements in their entirety are categorized based on the lowest level input that is significant
to the valuation. The Pool's assessment of the significance of particular inputs to these fair value
measurements requires judgment and considers factors specific to each asset. 
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 4 - Fair Value Measurements (Continued)

The Pool has the following recurring fair value measurements as of June 30, 2020:

Assets Measured at Fair Value on a Recurring Basis
Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
June 30, 2020

Debt securities:
U.S. Treasury securities $ - $ 10,404,883 $ - $ 10,404,883
U.S. agencies and pass-

throughs - 4,663,517 - 4,663,517
Asset-backed securities - 5,346,756 - 5,346,756
Collateralized mortgage

obligations - 832,816 - 832,816
Corporate bonds - 10,649,050 - 10,649,050
Foreign bonds - 917,629 - 917,629
Certificates of deposits - 748,580 - 748,580

Total debt securities - 33,563,231 - 33,563,231

Equity securities - U.S. equity
securities 10,854,424 - - 10,854,424

Total $ 10,854,424 $ 33,563,231 $ - $ 44,417,655

MASB-SEG Reinsurance Limited (component unit) has the following recurring fair value measurements
as of June 30, 2020:

Assets Measured at Fair Value on a Recurring Basis
Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance at
June 30, 2020

Debt securities:
U.S. Treasury securities $ - $ 3,591,445 $ - $ 3,591,445
Asset-backed securities - 2,861,893 - 2,861,893
Collateralized mortgage

obligations - 13,598 - 13,598
Corporate bonds - 8,123,720 - 8,123,720

Total debt securities - 14,590,656 - 14,590,656

Equity securities - U.S. equity
securities 6,462,238 - - 6,462,238

Total $ 6,462,238 $ 14,590,656 $ - $ 21,052,894
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 4 - Fair Value Measurements (Continued)

The Pool has the following recurring fair value measurements as of June 30, 2019:

Assets Measured at Fair Value on a Recurring Basis
Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
June 30, 2019

Debt securities:
U.S. Treasury securities $ - $ 11,713,915 $ - $ 11,713,915
U.S. agencies and pass-

throughs - 3,648,879 - 3,648,879
Asset-backed securities - 5,051,984 - 5,051,984
Collateralized mortgage

obligations - 927,121 - 927,121
Corporate bonds - 15,830,036 - 15,830,036
Foreign bonds - 1,181,624 - 1,181,624
Certificates of deposits - 1,005,185 - 1,005,185

Total debt securities - 39,358,744 - 39,358,744

Equity securities:
U.S. equity securities 12,916,919 - - 12,916,919
Foreign equity securities 100,069 - - 100,069

Total equity securities 13,016,988 - - 13,016,988

Total $ 13,016,988 $ 39,358,744 $ - $ 52,375,732

MASB-SEG Reinsurance Limited (component unit) has the following recurring fair value measurements
as of June 30, 2019:

Assets Measured at Fair Value on a Recurring Basis
Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance at
June 30, 2019

Debt securities:
U.S. Treasury securities $ - $ 2,807,320 $ - $ 2,807,320
Asset-backed securities - 2,971,720 - 2,971,720
Collateralized mortgage

obligations - 20,521 - 20,521
Corporate bonds - 7,353,368 - 7,353,368

Total debt securities - 13,152,929 - 13,152,929

Equity securities - U.S. equity
securities 6,169,339 - - 6,169,339

Total $ 6,169,339 $ 13,152,929 $ - $ 19,322,268

Equity securities classified in Level 1 are valued using prices quoted in active markets for those
securities.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 4 - Fair Value Measurements (Continued)

The fair value of U.S. Treasury securities, U.S. agencies and pass-throughs, corporate bonds, foreign
bonds, collateralized mortgage obligations, asset-backed securities, and certificates of deposits was
determined primarily based on Level 2 inputs. The Pool estimates the fair value of these investments
using other inputs, such as interest rates and yield curves, that are observable at commonly quoted
intervals.

Note 5 - Capital Assets

Capital asset activity of the Pool was as follows:

Balance
July 1, 2019 Reclassifications Additions Disposals

Balance
June 30, 2020

Capital assets not being depreciated:
Land $ 1,702,913 $ - $ 297,647 $ - $ 2,000,560
Construction in progress 6,989,496 (6,985,999) - - 3,497

Subtotal 8,692,409 (6,985,999) 297,647 - 2,004,057

Capital assets being depreciated:
Buildings and improvements - 6,985,999 3,503,917 - 10,489,916
Computer hardware and software 1,969,013 - - - 1,969,013

Subtotal 1,969,013 6,985,999 3,503,917 - 12,458,929

Accumulated depreciation:
Buildings and improvements - - 179,315 - 179,315
Computer hardware and software 553,006 - 196,901 - 749,907

Subtotal 553,006 - 376,216 - 929,222

Net capital assets being
depreciated 1,416,007 6,985,999 3,127,701 - 11,529,707

Net capital assets $ 10,108,416 $ - $ 3,425,348 $ - $ 13,533,764

Balance
July 1, 2018 Reclassifications Additions Disposals

Balance
June 30, 2019

Capital assets not being depreciated:
Land $ - $ - $ 1,702,913 $ - $ 1,702,913
Construction in progress 309,068 - 6,680,428 - 6,989,496

Subtotal 309,068 - 8,383,341 - 8,692,409

Capital assets being depreciated -
Computer hardware and software 1,953,937 - 15,076 - 1,969,013

Accumulated depreciation - Computer
hardware and software 326,896 - 226,110 - 553,006

Net capital assets being
depreciated 1,627,041 - (211,034) - 1,416,007

Net capital assets $ 1,936,109 $ - $ 8,172,307 $ - $ 10,108,416

Amortization expense was $376,216 and $226,110 for the years ended June 30, 2020 and 2019,
respectively.
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MASB-SEG Property/Casualty Pool, Inc. and Subsidiary

Notes to Financial Statements

June 30, 2020 and 2019

Note 6 - Related Parties

The Pool executed a service agreement with SET SEG Insurance Services Agency, Inc. (SSISA), a
company affiliated through common management, to provide management and general accounting
services to the Pool. Total expenses incurred for these services were $4,400,000 and $4,392,498 for the
years ended June 30, 2020 and 2019, respectively.

As part of the aforementioned service agreement, the Pool was also required to pay a one-time operating
reserve deposit of $592,288 to SSISA. This operating reserve contribution is refundable to the Pool at
termination of the service agreement and upon payment by the Pool of all administrative fees due under
the service agreement. The receivable balance related to this deposit was $413,000 and $458,000 at
June 30, 2020 and 2019, respectively. 

Unrelated to the previously mentioned service agreement, there is a separate service agreement with
SSISA for the negotiation and placement of the Pool's reinsurance contracts. These amounts totaled
$496,000 and $362,000 for the years ended June 30, 2020 and 2019, respectively. 

Unrelated to the agreements mentioned above, there is a rental agreement with SEG Self-Insurers
Workers' Compensation Fund (WCF) and SET, Inc. (SET), companies affiliated through common
management, to provide office space to WCF and SET. Total revenue for these services was $200,000
for the year ended June 30, 2020. There is a corresponding receivable from WCF and SET totaling
$200,000 as of June 30, 2020. There were no agreements in place for the year ended June 30, 2019.

Note 7 - Reserves for Claims

The estimated reserves for unsettled claims filed are provided by the third-party administrator. The
reserves for claims incurred but not reported is estimated by an independent actuary based upon the
Pool's historical experience of claims incurred prior to June 30, 2020. The estimates reflect the best
judgment as to the potential for claims to increase beyond the amounts already paid and reserved on filed
claims, including the effects of inflation and other societal and economic factors. It is at least reasonably
possible that a material change in the estimate will occur within the near term, and, thus, the actual
claims paid may be substantially different than these estimates. Any future adjustments to these amounts
will affect the reported results of future periods.

The following table represents changes in the reserve for claims for the years ended June 30, 2020,
2019, and 2018:

2020 2019 2018

Reserves for claims - Beginning of fiscal year $ 26,820,149 $ 22,698,473 $ 18,855,341

Incurred claims and claim adjustment expenses:
Provision for claims incurred in the current fiscal

year 28,856,997 23,390,447 21,509,624
Change in provision for claims incurred in prior

fiscal years (2,263,225) (303,653) (764,141)

Total incurred claims and claim adjustment
expenses 26,593,772 23,086,794 20,745,483

Payments:
Claims and claim adjustment expenses paid for

claims incurred in the current fiscal year 11,099,840 10,794,230 10,303,296
Claims and claim adjustment expenses paid for

claims incurred in prior fiscal years 11,025,820 8,170,888 6,599,055

Total payments 22,125,660 18,965,118 16,902,351

Reserve for claims - End of fiscal year $ 31,288,261 $ 26,820,149 $ 22,698,473
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June 30, 2020 and 2019

Note 7 - Reserves for Claims (Continued)

Total reserves for claims related to MASB-SEG Reinsurance Limited for the years ended June 30, 2020,
2019, and 2018 totaled $5,258,047, $2,939,118, and $2,843,903, respectively. 

The provision for incurred prior year claims changed primarily due to claims settling for amounts different
than originally estimated. This resulted in a decrease in the change in provision for claims incurred in
prior years.

The details of the reserves for claims are given below:

2020 2019 2018

Reported but unpaid $ 17,741,897 $ 16,869,966 $ 12,162,063
Incurred but not reported 13,546,364 9,950,183 10,536,410

Total $ 31,288,261 $ 26,820,149 $ 22,698,473

Note 8 - Net Position

Premium and investment earnings surplus funds from net position may be returned to members of the
Pool at the discretion of the board of trustees. The board of trustees approved the return of premium and
investment earnings surplus of $5,000,000 for the years ended June 30, 2020 and 2019.

Note 9 - Excess Insurance Coverage and State Assessments

The Pool uses excess insurance agreements to reduce its exposure to large aggregate and specific
losses. Excess insurance permits recovery of a portion of losses from excess insurance carriers,
although it does not discharge the primary liability of the Pool as direct insurer of the risks reinsured. The
Pool does not report reinsured risks as liabilities unless it is probable that those risks will not be covered
by excess insurers. Premiums paid to excess insurance carriers during the years ended June 30, 2020
and 2019 totaled $12,253,690 and $9,904,467, respectively, of which $3,141,000 and $1,546,000,
respectively, was paid to MASB-SEG Reinsurance Limited. The amounts deducted from reserves for
claims as of June 30, 2020 and 2019 for excess insurance totaled $8,757,735 and $6,649,245,
respectively.

The Michigan Catastrophic Claims Association (MCCA) is a private nonprofit association created by
Michigan statute as a means of spreading the costs for providing unlimited personal injury protection
benefits offered through no-fault auto insurance policies across all Michigan motorists. The MCCA has a
board of directors that establishes an annual assessment charged to every Michigan auto insurance
premium. Premiums paid to the MCCA totaled $2,648,372 and $2,340,674 during the years ended June
30, 2020 and 2019, respectively. 
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Claims Development Information 

The table on the following page illustrates how the Pool's earned revenue (net of excess insurance) and investment 
income compare to related costs of loss (net of loss assumed by excess insurers) and other expenses assumed by 
the Pool as of the end of each of the last 10 years. The rows of the table are defined as follows: 

1. This line shows the total of each fiscal year’s gross earned contribution revenue and investment revenue,
contribution revenue ceded to excess insurers, and net earned contribution revenue and reported investment
revenue.

2. This line shows each fiscal year’s other operating costs of the Pool, including overhead and claims expense
not allocable to individual claims.

3. This line shows the Pool’s gross incurred claims and allocated claim adjustment expenses, claims assumed
by excess insurers, and net incurred claims and allocated adjustment expenses (both paid and accrued) as
originally reported at the end of the first year in which the event that triggered coverage under the contract
occurred (called policy year).

4. This section of 10 rows shows the cumulative net amounts paid as of the end of successive years for each
policy year.

5. This line shows the latest re-estimated amount of claims assumed by excess insurers as of the end of the
current year for each accident year.

6. This section of 10 rows shows how each policy year’s net incurred claims increased or decreased as of the
end of successive years. This annual re-estimation results from new information received on known claims,
re-evaluation of existing information on known claims, and emergence of new claims not previously known.

7. This line compares the latest re-estimated net incurred claims amount to the amount originally established
(line 3) and shows whether this latest estimate of net claims cost is greater or less than originally thought.

As data for individual policy years matures, the correlation between original estimates and re-estimated amounts 
is commonly used to evaluate the accuracy of incurred claims currently recognized in less mature policy years.  
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Policy Year Ended June 30 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

(1) Required contributions and investment income:

   Earned 29,575,209$     30,758,538$     31,740,506$     32,551,133$     33,833,883$     35,231,804$     37,605,313$     38,610,256$     41,112,455$     44,284,176$     

   Ceded 9,172,388    8,518,485   9,367,554   9,549,196    11,109,222   9,102,381   9,547,515    9,868,595   9,823,760   12,563,540    

    Net 20,402,821    22,240,053   22,372,952  23,001,937    22,724,661   26,129,423  28,057,798    28,741,661   31,288,695  31,720,636    

(2) Expenses other than allocated claim
adjustment expenses 4,788,204    5,233,880   5,690,463   6,356,696    6,645,880   6,573,805   7,086,382    7,544,695   8,350,891   9,253,518    

(3)  Estimated claims and allocated claim
adjustment expenses - End of policy year:

   Incurred 14,179,374    15,200,820   15,973,211  26,768,282    22,120,521   22,473,031  24,319,029    22,503,623   26,639,448  32,236,059    

   Ceded 1,386,000    1,882,000   1,774,000   7,560,000    5,500,000   3,070,000   5,820,000    1,720,000   4,300,000   7,844,062    

    Net 12,793,374    13,318,820   14,199,211  19,208,282    16,620,521   19,403,031  18,499,029    20,783,623   22,339,448  24,391,997    

(4) Cumulative paid claims and allocated claim
adjustment expenses:

  End of policy year 5,351,084    5,421,987   5,785,178   10,305,909    7,006,908   9,285,500   9,982,006    10,337,828   10,841,564  12,373,873    

   One year later 8,642,703    7,999,351   9,397,902   14,248,806    10,645,403   12,262,800  13,494,251    13,965,422   14,382,282  -       

   Two years later 9,846,489    9,861,352   10,499,362  14,956,779    11,450,427   13,419,051  14,729,251    15,313,122   -       -       

  Three years later 10,698,283    10,330,885   10,854,119  15,587,954    12,211,772   14,305,442  15,844,645  -     -       -       

   Four years later 11,116,358    11,736,464   11,030,425  15,848,841    13,311,026   15,727,982  -       -      -       -       

   Five years later 11,461,511    12,087,809   11,366,727  15,885,853    13,639,582   -       -       -      -       -       

  Six years later 11,479,933    12,123,969   11,579,101  15,883,445  -     -       -       -      -       -       

   Seven years later 11,480,158    12,511,704   12,086,305  -       -      -       -       -      -       -       

   Eight years later 11,478,933    12,511,588   -       -       -      -       -       -      -       -       

   Nine years later 11,481,436  -     -       -       -      -       -       -      -       -       

(5)  Re-estimated ceded claims and expenses 5,510   4,413,223   645,434   7,127,210    4,047,156   3,970,575   5,765,000    1,100,000   3,647,941   7,844,062    

(6)  Re-estimated incurred claims and allocated
claim adjustment expenses:

  End of policy year 12,793,374    13,318,820   14,199,211  19,208,282    16,620,521   19,403,031  18,499,029    20,783,623   22,339,448  24,391,997    

   One year later 12,054,157    12,739,241   12,842,978  18,304,733    14,540,921   16,558,051  17,861,611    19,485,303   21,105,105  -       

   Two years later 11,538,436    13,334,357   12,104,578  16,922,698    13,760,570   16,341,285  18,080,095    19,139,406   -       -       

  Three years later 11,834,030    12,974,369   11,707,735  16,423,702    13,279,872   17,021,952  17,417,120  -     -       -       

   Four years later 11,609,793    12,655,127   11,407,459  16,062,205    13,604,943   16,722,891  -       -      -       -       

   Five years later 11,600,130    12,283,416   11,794,498  15,914,692    13,726,405   -       -       -      -       -       

  Six years later 11,528,394    12,533,271   12,035,186  15,883,445  -     -       -       -      -       -       

   Seven years later 11,480,158    12,511,704   12,895,081  -       -      -       -       -      -       -       

   Eight years later 11,478,933    12,511,588   -       -       -      -       -       -      -       -       

   Nine years later 11,481,436  -     -       -       -      -       -       -      -       -       

(7)  Decrease in estimated incurred claims and
allocated claim adjustment expenses
subsequent to initial policy year end (1,311,938)  (807,232)   (1,304,130)   (3,324,837)  (2,894,116)    (2,680,140)   (1,081,909)  (1,644,217)    (1,234,343)   - 
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This schedule of restated operations by policy year takes into account the most current information from the redetermination of the reserve for 
incurred but unpaid claims for the individual policy years from June 30, 1987 through June 30, 2020. This schedule does not include the Pool’s 
investment in MASB-SEG Reinsurance Limited. 

Prior Years 2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 Combined

Revenue

Premium revenue:
    Premiums 457,124,601$    29,288,936$      30,469,036$      31,714,825$      32,320,015$      33,755,296$      34,923,070$      37,194,501$      38,632,633$      40,651,469$      43,702,253$      809,776,635$     

    Investment income 55,532,271     1,901,948           1,426,163     1,076,194          944,196     760,937          663,649              1,685,237    578,980            797,424    581,923         65,948,922          

Total revenue 512,656,872   31,190,884        31,895,199  32,791,019       33,264,211        34,516,233    35,586,719        38,879,738        39,211,613      41,448,893        44,284,176   875,725,557        

Claims
Provision for claims:
  Claims paid 187,517,495   11,481,436        12,511,588  12,086,305       15,883,445        13,639,582    15,727,982        15,844,645        15,313,122      14,382,282        12,373,873   326,761,755        
    Reported reserves -            -                 -        514,487             -  25,942 709,332              1,009,487    2,134,489         4,174,734           7,392,414      15,960,885          

    IBNR reserves -            -                 -       294,289             - 60,881 285,577              562,988       1,691,795         2,548,089           4,625,710      10,069,329          

Total claims 187,517,495   11,481,436        12,511,588  12,895,081       15,883,445        13,726,405    16,722,891        17,417,120        19,139,406      21,105,105        24,391,997   352,791,969        

Service agent fees 1,153,625        -                 -        -             -     -          -               -       -             157,843    667,325         1,978,793            
Excess insurance premium 123,463,087   9,043,275           8,522,076     9,474,748          9,532,981           11,109,822    9,099,071           9,547,515    9,949,302         9,513,910           12,563,540   221,819,327        
Administrative fees 29,004,329     2,509,608           2,680,158     2,875,248          3,161,496           3,416,934       3,633,024           3,810,000    4,095,000         4,392,498           4,400,000      63,978,295          
MCCA assessment 15,689,618     1,866,271           1,965,065     2,349,908          2,650,479           2,643,605       2,321,363           2,487,919    2,690,964         2,831,676           3,213,941      40,710,809          

Other 2,906,691        485,167   572,230        396,184             568,173     585,348          619,417              788,466       792,760            898,551    1,008,541      9,621,528            

Total expenses 172,217,350   13,904,321        13,739,529  15,096,088       15,913,129        17,755,709    15,672,875        16,633,900        17,528,026      17,794,478        21,853,347   338,108,752        

Excess of Revenue Over
Expenses and Claims 152,922,027   5,805,127           5,644,082     4,799,850          1,467,637           3,034,119       3,190,953           4,828,718    2,544,181         2,549,310           (1,961,168)    184,824,836        

Dividends Paid (5,910,768)      -                 -        -             -     -          -               -       -             -                  -         (5,910,768)           

Dividends Received -            -                 -        -             200,000     -          -               -       -             300,000    500,000         1,000,000            

Surplus Returned (135,914,736)     (4,409,615)         (3,130,530)   (3,401,633)        (500,000)    (1,103,421)     (759,575)             (500,000)      -             -                  -         (149,719,510)      

Net Position 11,096,523$      1,395,512$        2,513,552$        1,398,217$        1,167,637$        1,930,698$        2,431,378$        4,328,718$        2,544,181$        2,849,310$        (1,461,168)$       30,194,558$        
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