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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTA}ITS

Board of Trustees
Kansas Workers Risk Cooperative for Counties

We have audited Lhe accompanying statutory financial statements of Kansas Workers
Risk Cooperative for Counties (KWORCC), which comprise the staLutory statements
of admitted assets, liabilities, and members' fund balances as of December 3l-,
2Ot7 and 2016, and the related statutory statements of income (Ioss) and
statutory changes in members' fund bal-ances for the years then ended, and Lhe
related notes to the financial statements.

Maaagement's RespoasibiTity fot t}ae Fiaancial Sta,tements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with statuEory accounting principles as
prescribed or permitted by the DeparLment of Insurance of the State of Kansas.
Manage*ent is also responsible for the design, implementation, and maintenance of
internal control relevant Eo the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or
error.

Auditor' s RespoasibiTitY

Our responsibility is to express an opinion on Ehese financial- statements based
on our ludits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require that
iie plan lnA perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An aud.it involves performing procedures to obtain audit evidence about the
amounts and disclosrrres in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
malerial misstatement of the financial statements, whether due to fraud or error.
In making those risk assessmenEs, the auditor considers internal control relevant
to the entiUy's preparation and fair presentation of the financial statements in
order to deslgn audit procedures that are appropriaEe in the circumstances, but
not for the purpose of e>rpressing an opinion on the effect.iveness of the entity's
internal controt. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounEing estimates made by management, as well as
evaluating the overall presenUation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropri-ate
to provide a basis for our qualified audit opinion.
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Basls for Qualified Opinioa

The financial statemenLs referred to above do not include the statement of cash
flows - statutory basis which is a reguired statement under the financial
reporting provisions prescribed or permitted by the Department of Insurance of
the State of Kansas.

Qualified Opiaion

In our opinion, except that Ehe omission of a statement of cash flows resulEs in
an incomplet,e presentation as explained in the Basis for Qualified Opinion
paragraph, the financiat statements referred to in the first paragraph, present
iairly, in all material respects, the admitted assets, liabilities, and members'
fund balances of Kansas Workers Risk Cooperative for Counties as of December 31,
2017 and 2016, and the resuLts of its operations for the years then ended, in
accordance with the financial reporting provisions of the Department of fnsurance
of Lhe StaEe of Kansas as described in Note A2.

Basis of AccounEing

We draw attention to Note A2 of the financial statemenEs, which describes the
basis of accounting. As descrj-bed in Note 42, these financial statements are
prepared on the basis of, and to comply with, the financial reporting provisions
prescribed. or permitted by the Department of Insurance of Ehe State of Kansas,
wfrictr is a basis of accounting other than accounting principles generally
accepted in the United States of America. Our opinion is not modified with
respect to that matter.

Restrictioa oD Ase

This report is intended sole1y for the information and use of the Board of
Trustees and management of Kansas Workers Risk Cooperative for Counties and the
Department of Insurance of the State of Kansas and is not intended to be and
should not be used by anyone other than these specified parties.

U)^W40. fi'!*ry^12c
Topeka, ran#s
April L3, 2018
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KANSAS WORKERS RISK COOPERATIVE FOR COTINTIES

STATUTORY STATEMENTS OF ADMITTED ASSETS,

LIABII,TTIES, AND MEMBERSI FUND BAI,ANCES

December 31,

ASSETS

2017

$ l-8, 03 6 ,620
4 ,285 ,1_8L
1, 215 , 000

633 ,453

24,!70,254

CASH AND INYESTED ASSETS
Bonds
Mutual funds
Certificates of deposit
Cash and short-term investments

OTHER ADMITTED ASSETS
Interest due and accrued
Premiums receivable
Receivable from excess i-nsurance
Other

Tota1 assets

LIABILITTES AIID MEMBERS I

LIABILITIES
Estimated losses and loss adjustments

expense reserve
Premium refunds payable
Taxes, licenses, and fees PaYable
Accounts payable
Other accrued expenses

Total liabilities

MEMBERS' FUND BALANCES
Unrest,ricted

Member protectlon fund
Fund balance reserve

Total fund baLances

Total liabilities and

87,754
229 ,87 6

26 ,627
L76

344 ,433

t-?!-,8!-'-931

FUND BALANCES

20t6

$ L6,943,244
3 ,535 ,406
1, 340, oo0

871, L0"7

22 , 689 ,75'7

92,177
325,28t

18, 8l-9

436,277

t3]-,t29r-9]3-

$ 8,752,855
10L,387
1_'.7 7 , 357
tl,445
94 , L84

9,L37 ,229

2, 500, 000
1l_,488,805

13, 988, 805

$ 23 ,]-26 ,034

$ 9,040,1-33
L07,560
177,L47

8 ,928
]-04 ,89L

g ,438 ,659

2, 500, 000
L2 ,57 6 ,028

L5,076,028

$ 24 ,5]-4 ,687fund balances

The accompanying notes are an integral part of Lhese statements.
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KANSAS WORKERS RISK COOPERATIVE FOR COI'NTIES

STATUTORY STATEMENTS OF INCOME (LOSS)

Year ended December 3l-,

20L7

i 5,752,775
T'NDERWR]TING INCOME

Premiums earned

Deductions
Losses and all-ocated loss

adjustment expenses
Claims administration expense
Workersr compensation taxes
Administration
Excess insurance premiums

Net underwriting income (loss)

INVESTMENT INCOME

Net income (loss)

3 ,693 , g05
206 ,000
]-34 ,137

)_,]-42 ,528
648 ,132

5 ,824 ,7 02

(77,927)

565,338

t---- j23-'!]L

20L6

$ 5,778,978

5,]-67 ,063
200,000
145 ,57 6

l_,094,358
595,l_30

7,202,L27

(1 , 423 ,149)

528 ,78L

i-- G23:ljs)

The accompanying notes are an intsegral part of these statements.

4



KANSAS WORKERS RISK COOPERATIVE FOR COUNTIES

STATUTORY STATEMENTS OF CHANGES IN MEMBERS' FUND BAIANCES

Year ended December 3L,

201,7 2016

Balance at beginning of year $ 13,988,805 $L4,765,135

Net income (loss) 493,41L (894,358)
change in net unrealized gains 593 , 8'l'2 L18 , 03I

Change in members, fund balances L,087,223 Q76,330)

Balance at end. of year $ l-5,-076,028 !-!-,,2t!ri!f

The accompanying notes are an integral part of these statements.
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KANSAS WORKERS RISK COOPERATIVE FOR COI]NTIES

NOTES TO FINAIICTAL STATEMENTS

December 31, 20]-7 ar:d 2OL6

NOTE A - SUMMARY OF ACCOUNTTNG POLICIES

A summary of the significant accounting policj-es consisLently applied in the
preparation of the accompanying financial sEatements folfows.

l-. organization

Kansas Workers Risk Cooperative for Counties (KWORCC or the Cooperative) was
organized under a certificate of authority from the State of Kansas Insurance
Department on December 31, L991. The certifj-cate st,ates that the Cooperative
has complied with all the reguirements of K.S.A. l2-26a6, et seq., as amended,
and is authorized to pool liabilities for Workers' Compensation and EmpLoyer's
Liability pursuant to the Kansas Municipal Group-Funded Pool Act wiEhin the
State of Kansas.

The Cooperative has adopted Bylaws and Interlocal Cooperation Agreement as
amended on the 15th day of November 201-0, under the authority of Ehe Kansas
Municipal Group-Funded Pool Act, K.S.A. 12-2616, €t. s€Q., as amended, the
Interlocal Cooperation Act, K.S.A. l2-290L, et. s€Q., as amended, and the
Kansas Tort Claims Act, K.S.A. 75-51-01-, et. seQ., as amended.

The purpose of the Cooperative is to maintain a Kansas county government
group-funded cooperaEive to fund through joint self-insurance, excess
insurance, or other lawful- manner, obligations imposed upon employers under
the Workers Compensation Act as set forth by K.S.A. 44-574, and any of the
acts contained in article 5 or 5a of Chapter 44 of the Kansas Statutes
Annotated and amendments thereto, and t,o do any act authorized by the 1aw, as
determined by the Board of Trustees, wiEh the powers set forth in the Bylaws
and Interlocal Cooperation Agreement,.

Membership in the Cooperative is limited to Kansas county entities which enter
into the Cooperative Agreement and which meet qualifying standards as
estabLished by the Board of Trustees.

The accounts of the Cooperative are organized on the basis of claim years,
each of which is accounted for separately because the composition of
membership may change from year to year. The Cooperative operates as a single
propri-etary fund, more specifically as an enterprise fund.

A proprietary fund is used to account for activities similar to those found in
thE private lector, where determination of net income is necessary or useful
Lo stund financial administration. An enterprise fund is used because the
services provided by the Cooperative's activities are provided to outside
parties, ihe loca1 governmental members of the Cooperative.

2. Basis of Presentation

The Cooperative prepares its financial statements in accordance with Statutory
Accounting principles prescribed or permitted by the Department of Insurance
of the State of Kansas (the Department). The Department has adopted as a
component of prescribed or permitted practices the National Association of
fnsurance Commissionersr (NAIC) Accounting Practices and Procedures Manual,
without modification. These principles and practices differ from accounting
principles generally accepted in the united states of Ameri-ca.

6



KANSAS WORKERS RISK COOPERATIVE FOR COUNTIES

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 20L7 ar:d 20]-6

NOTE A - SUMMARY OF ACCOUNTING POLICTES - CONtiNUCd

The variances between sEatutory accounting practices and generally accepEed
accounting principles are: costs attributabl-e to obtaining business are
charged to operations as incurred rather than deferred and charged to
operations in proportion to the recognition of premj-um revenues; carryi-ng
value of bonds is generally at cost or amortized cost rather than at market;
subrogation recoverable is not recognized unt,il received; unpaid loss reserves
are based on estimated liabilities without consideration of present value; and
certain assets designated as unonadmitted" are charged directly to members'
fund balance. The effects of such variances on the accompanying financial
statements has not been determined.

3. Use of estimates

The preparation of financial statements in conformity with Statutory
Accounting Principles reguires management to make estimates and assumptions
that affect the reported amount of admitted assets and liabiLities and
disclosure of contingent assets and liabilities at the date of the financia1
statements and their reported amounEs of revenues and expenses during the
reporting periods. Actua1 resuLts could differ from those estimates.

4. fnvested assets

Bonds are stated at amortized cost using the scientific
premj-ums and discounts. Mut,uaL funds are carried at fair

5. Premiums earned

method to amortize
market value.

premium income is recognized on a pro rata basis over the periods covered by
the policies. Ad.justments to premiums based on payroll audits are estimated
and ieported in current operations. The difference between recorded estimates
and. actual payroll audit results is reported in current operations when known.

6. Investment income

Due and accrued income is excluded from investment income when collection is
uncertain. No amounts are excluded as of December 31, 20a7 and 20t6,
respectively.

7. Unpaid losses an

The Cooperative establishes reserves for unpaid losses and loss adjustment
.*p.rsui based on estimates of the ultimate cost of claims (including future
allocated loss adjustment expenses) Ehat have been reported but not settled,
an6 of claims thai have been incurred but not reported. Because actual claims
costs depend on such complex factors as inflation, healing progress of
individuJl claimants, changes in doctrines of 1ega1 liability, and disability
ratings and awards, the process used in estimating claim liabilities does not
neceslarily result in an exact amount. Claim liabilities are estimated
periodicaliy using a variety of actuarial and statistical techniques to
produce current estimates that reflect recent settlements, claim frequency,
ind other economic and social factors. A provision for inflation in the
calculation of estimated future claims costs is implicit in tshe calculations

7



KANSAS WORKERS RISK COOPERATTVE FOR COUNTIES

NOTES TO FINA}trCIAL STATEMENTS - CONTINUED

December 3l-, 20L7 and 2Ql6

NOTE A - SIIMMARY OF ACCOUNTING POLICIES - Continued

because reliance is placed both on actual historical data that reflects past
inflation and on other factors that are considered to be appropriate modifiers
of past experience. Unpaid loss liabilities are noE discounted to their
estihated present va1ue. Adjustments to unpaid loss liabil-ities are reported
in current operations.

The CooperaEive's claim service agency is responsible for determination and
adjustm-nt of case basis reserves. While management believes tshat an adequate
provision for loss and allocated loss adjustment expense has been made in the
tinancial statements, the ultimate liability may be in excess of or less than
the amounEs provided. The meEhods for makj-ng such estimates and for
establishing Ufre resulting liability are continually reviewed, and any
adjustments are reflected in earnings currently.

8. Members' fund balances

Members' fund bafances are maintained on a claim year basis. The membership
for any given claim year can change depending upon the governmental entities
partici-piting in tha Cooperative. The Cooperative is an assessable fund in
,fri.ct ifre members parEicipating in a given claim year may be assessed
addiEional premium. Yet such an assessment may only occur if losses and
expenses exceed funds available for that fund year, if there are no funds
arlilable from the member protection fund, if in the judgment of the Board of
Trustees there are no funds availabte from other fund years or the investment
accoung Eo cover the deficit fund year, and if excess insurance policies do
not cover the claims. No assessments for additional premj-ums have been made

since inception. Management does not anticipate that assessments will be
required for any of the remaining open claim years which are L992, L99'7, 2000,
2OOl, and 2003 through 20:-7. In order to protect member counties against
assessment, the Board has esEablished a member protection fund, which has a

current balance of $2,5OO,OOO. In the event a claim yearrs funds are
insufficient to cover losses and expenses, the member protection fund will pay
losses and expenses for that year. The Cooperative may declare a distribution
of investment income and/or a refund of premium to members.

Members, fund balances consist of the following at December 31, 2OL7:

Unrestricted
Member Protection fund
Fund balance reserve

Members' fund balances

9. Income taxes

The Cooperative is a 1oca1
federal or state income
administration expenses .

$ 2, 500, 000
L2,576,028

t]t-._919-,-923-

government entity and as such is not subject
taxes. State premium taxes are included

to
in

a



KANSAS WORKERS RISK COOPERATIVE FOR COUNTIES

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31-, 2017 and 20L6

NOTEB-INVESTEDASSETS

The amort,ized costs, gross unrealized gains, gross unrealized losses, and
estimated fair market values of bonds are as follows:

Carrying
value

December 31, 20L'7
U.S. Government

agency bonds i L5,276,324
U.S. Government

treasury notes L,000,000
Mortgage backed

bonds 1,760,296

$ 13,196

L,507

il!- j!-qi?g t-----]!rl!]-

Unrealized Unrealized
gains losses

45 ,253

9, 150

Market
value

$ (99s,954) $ t4 ,893 ,566

1,001,507

1,733,798(26 ,498)

t___1!22_,1!2) tlz, 623!3J)

$ (e go ,782) $ 1-4,357 ,7]-5

1,009,150

Total- bonds

December 3l-, 20L6
U.S. Government

agency bonds
U.S. Government

treasury notes
Mortgage backed

bonds

i L4,943,244 $

L,000,000

l_, 000, 000 (14, 531) 985,469

rotal bonds tl9:2!3-t4! n-----l-L391

The carrying values and estimated fair values of
by contractual maturity, are shown below:

Due in one year or less
Due after one year t,hrough five years
Due after five years through ten years
Due after ten years

Mutual funds consisL of the following funds:

S--!4l-, ll-) l]9r:32rEl
bonds at December 3l-, 20]-7,

Carrying
value

$ 251-,532
5, 000 , 000
9, 785, 088
2,000,000

Market
vafue

i 252,058
5, oo3 , 007
9 ,493 ,5]-2
1 , g8O ,294

$ 18, 036, 520 $ L7 ,628 ,87L

Fund

December 3l- , 2017
Money market funds
Eguity mutual funds
Equity international mutual

funds
Other mutual funds

Cost

$ 203,938
2 ,384 ,724

1,023 ,023
6]-,277

Unreafized
gain (1oss)

13l-
473 ,433

t22 ,584
3-6,074

Market
value

s 204,069
2,858,L54

L,]-45 , 607
77,35L

i 3,672,959 $ 6].2,222 $ 4,285,L8].

9



NOTE B - INVESTED

I(ANSAS WORKERS RISK COOPERATIVE

NOTES TO FINANCIAL STATEMENTS

December 31-, 201-7 and

ASSETS - Continued

FOR COI]NTIES

- CONTINUED

20L6

Fund

December 31, 20]-6
Money market funds
Equity muEual funds
Equity international mutual

funds
Other mutual funds

Cost

s L75,877
2 ,436 ,955

827,87L
7 6 ,292

f-1-,l]-q-,-22!

assets is as

Unrealized
gain (1oss)

$-
75 ,367

(7 6 ,539)
l_9, 583

$--$r4f
follows:

20L7

333 , l2L

2'7 5 , 823
(43 ,506)

Market
value

$ L75,877
2 ,5L2 ,322

7 5l ,332
95 ,8'.7 5

f--ldEgq-q

201,6

$ 368, 132

200 ,4t5
(39 ,7 66)

Investment income earned on invested

fnt,erest and dividend income
Realized gains on invested assets

including dividend distributions
from mutual fund holdings

InvesLment account fees

NOTE C - CASH AND SHORT-TERM INVESTMENTS

Cash and short-Eerm investments consist of the following

cash on deposit with banks
Repurchase agreements collateralized

by U.S. Treasury or government
agency securities

!--!-q!- !- t----!23rJ3]-

A11 bonds and mutual funds were in the possession of the Cooperatsive's agents,
Country CLub Bank and BOK Financial, respectively. Investments are limited to
specific types, terms and, otherwise, as set forth in Kansas statutes and in
accordance with the Cooperative's investment policy.

at December 31, 2017:.

i 41,286

592 , L67

$ 533,453

l_0



KANSAS WORKERS RISK COOPERATIVE FOR COI'NTIES

NOTES TO FINANCIAL S?ATEMENTS - CONTINUED

December 31, 2OL7 and 2016

NOTE D - ESTIMATED LOSSES AITD LOSS AD USTMENT EXPENSE RESERVES

Activity in the liability for unpaid losses and loss adjustment expenses is
summarized as follows:

Gross balance at ,fanuary J-

Less estimated reinsurance
recoveries

Net balance at ,fanuary 1

Incurred related to
Current year
Prior years

Total incurred

Paid related to
Current year
Prior years

Total paid

Balance at end of year
Plus estimated reinsurance

recoverable

Gross balance at December 3l-

The estimated liabitity for losses
following at December 31:

Specific cl-aim reserves
]BNR reserves

2047

$ 8,752,855

(18,819)

9,734,036

3 ,899 ,915
(206,01L)

3 ,693 ,904

I , !92 ,822
2 ,231, 612

3 ,414 ,434

9, 0l-3, 506

26 ,627

E--2r-Eqg-

and loss adjust,ment e>(penses

20L7

$ 4,864,657
4,1-75,476

S--9r-91gr r]f-

2046

i 7,384,6]-4

(6,415)

7 ,379,L99

4,500,'7L4
666 ,349

5,!67 ,063

L,293 ,363
2,5L7 ,863

3 ,97-l ,226

g ,734 , 036

18, 819

f___84?d!q

consist of the

2015

i 5,L27 ,774
3 ,625 ,08L

Total- incurred $ 8,752,855

As a result of changes in estimates of insured events in prior years, the
provision of losses and loss adjustment expenses decreased by $206,0L1 in 2017
and increased by $666,349 in 20L5.

NOTE E - RELATED PARTY TRANSACTIONS

The CooperaEive has entered into a fuLf service lease and office sharing
agre"*".,.t with Parrish Management CorporaEion. This agreement includes office
rent, shared equipment, personnel services, shared employees, and expense
reimbursement. Personnel services entail security, janitorial, payro1l,
receptionist, clericaI, information technol-ogy, and courier. Shared employees
include a loss prevention specialist and an executive assistant who also

1t-



KANSAS WORKERS RISK COOPERATIVE FOR COI]NTIES

NOTES TO FTNANCIAL STATEMENTS - CONTINUED

December 31, 2Ol7 ar:d 20]-6

NOTE E - RELATED PARTY TRANSACTIONS - Continued

performs media development and website maintenance. Expense reimbursement is
for health insurance for one KWORCC employee who was on the Parrish Management
health policy during 201-7, as well as postage, fax, photocopier, and other
out-of-pocket expenses atEributed to KWORCC. Parrish Management Corporation
is owned by James W. Parrish, who is the Administrator of Kansas Workers Risk
Cooperative for Counties. During 2017 and 2015, the Cooperative made the
following pa)rments under the agreement:

office rent
office sharing
Loss prevention shared employee
EA/media shared employee
Postage, etcetera

TotaL

2017

i 34,740
35, 100
40, 8L6
29 ,524

L,847

t----]!2r-921-

20L6

$ 34,055
34 ,37 4
40 ,527
34 ,773
t ,289

S-----i3!-Lql-2.

NOTE F - SELF-INSURED RETENTION AND EXCESS INSURANCE

The Cooperative uses specific and aggregate excess insurance agreements with
an A. M. Best A+ (Superior) rated company to reduce its exposure Eo large
losses. Such contracts permit recovery of a portion of losses from the
reinsurer. A contingent liability exists j-n the event that the reinsurer is
unable to meeE its obligations under the contract.

The Cooperative retention l-imits, specific excess, and aggregate excess for
all open claim years are as follows:

Specific excess
Accident

vear

2000
2001
2003
2004
2005
2006
2007
2004
2009
20L0
201_1,
20L2
20L3
20L4
2 015
20]-6
2017

Self- insured
retention

$ 200,000
200,000
35o,o0o
400,000
400,000
600,000
6O0, 00o
600,000
600, 000
600, 000
600, 000
6oo, 000
650,000
700,000
750,000
750, 000
750, 000

Limit

Statutory
Statutory
Statutory
Statutory
Statutory
StaLuLory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory
Statutory

AggregiaLe excess
Self- insured

retention

$ 2,433 ,449
2,875, OOO

5,260,73O
5, 341, 050
5,315,353
5,9OL,796
6,759, O55
6,604,4L3
6 ,643 ,43O
6,746,036
6 , 084, O89
6,537 , 094
7 ,566 ,22'I
7 , 9O2 ,21-3
7 ,571- , 445
7 ,gLL,548
8 ,37 O ,202

t2



KANSAS WORKERS RISK COOPERATIVE

NOTES TO FINANCIAI, STATEMENTS

December 31, 2017 and

FOR COUNTIES

- CONTINI'ED

201,6

NOTE F - SELF-INSURED RETENTION AND EXCESS INSURANCE - Continued

The Cooperative only pools risk from member counties and county entities
tocated in Ehe state of Kansas. The effects of this potential concentration
of risk is taken inEo consideration in setting self-insured, specific excess,
and aggregate excess retention and limits.

NOTEG-RETIREMENTPLAN

L. Plan description

The CooperaLive participates in the Kansas Publ-ic Employees Retirement System
(KPERS or System), a cost-sharing multiple-employer defined benefit pension
plan as provided by K.S.A. 74-490A, et. seq. KPERS provides retirement
benefits, life insurance, disability income benefits, and death benefits.

Kansas 1aw establishes and amends benefit provisions. KPERS issues a publicly
available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to KPERS
(G1l- S. Kansas Avenue, Topeka, Kansas 65503-3869) or by calling
1-888 -275-5737 .

2. Pl-an benef its

Employees with ten or more years of credited service, may retire as early as
age 55 with an actuarially reduced monthly benefit. Normal retj-rement is at
age 55, or whenever a member's combined age and years of credited service
equal 85 ',points.', Monthly benefits are based on a statutory formuLa that
includes the final average salary and years of service. Employees may also
choose a lump sum distribution option upon reLiremenE in lieu of monthly
benefits.

3. ConEributions

Member contributions are established by state law, and are paid by the
employee according to Ehe provisj-ons of Section 4L4 (h) of the Internal Revenue
Code. State 1aw provi-des that the employer contribution rates be determined
based on the results of an annual actuarial valuation for each of the three
state-wide pension groups. The contributions and assets of all groups are
d.eposited in the Kansas Pubtic Employees Retirement Fund established by
K.S.A. 74-492L. A11 of the retj-rement systems are funded on an actuarial
reserve basis.

KPERS Lras three benefit strucEures and funding depends on whether the employee
is a Tier 1, TLer 2, or Tier 3 member. Tier 1 members were hired before
July 1, 2009, Tier 2 members were first employed on or after July 1-, 2009, and
Tier 3 members were first employed on or after January 1, 20L5. Kansas law
established the KPERS member-employee contribution rate at 5 percent of
covered. salary for all members for 2OL7 and 201-6, respectively. The employer
rates, including disability insurance, establj-shed by statut,e at December 31,
201-7 and 20A6, are 9.6L percent and 10.41- percent, respectively. The
Cooperative employer contributions to KPERS for the years ended December 31,
2Ol-7 and 20L6, were $39,700 and $34,964, respectively, equal to the statutory
required contributions for each year.

13



KANSAS WORKERS RISK COOPERATIVE FOR COUNTIES

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2017 and 2Oa6

NOTE G - RETIREMENT PLAN - CONTiNUCd

EmpToyer and NonempToyer ATlocations

Although KPERS administers one cost-sharing multiple-employer defined benefit
pension p1an, separate (sub) actuarial valuations are prepared to determine
the actuarial determined contribution rate by group. Following this method,
the measurement of the collective net pension liability, deferred outflows of
resources, deferred inflows of resources, and pension expense are determined
separately for each of the following groups of the plan:

. State,/School

. Local

. Police and Firemen

. ,fudges

To facilitate the separate (sub) actuarial valuaEions, the system maintains
separate accounts to identify addj-tions, deducEions, and fiduciary net
position applicable to each group. The Cooperative is included in the l-ocal
group. The allocation percentages presented for each group in the schedule of
employer and nonemployer allocations are applied to amounts presented in the
schedules of pension amounts by employer and nonemployer. The allocation
percentages for the Cooperative's share of the collective pension amounts as
of December 31, 2Ol7 and 2016, are based on the ratio of each employer's
contributions to total employer and nonemployer contributions of the group for
the years ended December 31, 2017 and 20L6, respectively. The contributions
used exclude contributions made for prior service, excess benefits, and
irregi"qlar payments. As of December 31, 201-7, the Cooperative's proportion was
.022530 percent.

unrecognized net pension TiabiTity

The actuarial valuation reports published by KPERS as of ,rune 30, 2017 and
20L6, calculated the Cooperative's proportionate share of the total net
pension liability to be i326,337 and i278,898, respectively. This amount has
not been recognized in t,he financial statements.

NOTE H - FAIR VAIUE MEASUREMENTS

Fair value is defj-ned as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Fair value is determined based on a

trierarchy that gives highest priority to use of observable inputs and lowest
priority to use of unobservable inputs. The three leve1s of the fair value
hierarchy are described as follows:

Level 1 - inputs are unadjusted quoted prices for identical assets in
active markets t,hat an organization has the ability to access.

Level 2 - inputs are other than quoted prices included within Level 1 that
are observable for the asset or liability, either directsly or indirectly-

Level 3 - inputs are unobservable, supported by little or no market
activity, and are significant to the fair value measurement.
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NOTE H

KANSAS WORKERS RISK COOPERATIVE FOR COUNTIES

NOTES TO FINAI{CIAL STATEMENTS - CONTINUED

December 31, 20]-7 and 20]-6

FAIR VALUE MEASUREMENTS - CONtiNUCd

Fair value measurement is based on the lowest 1eve1 of any input that is
significant to the fair value measurement. The following is a description of
the vafuation methodologies used by the Cooperative for assets measured at
fair value on a recurrj-ng basis.

Money market accounts, certificates of deposit, equity muEual fr:nds, debt
mutual funds, and common stocks are va1ued at unadjusted quoted prices for
identical securities in active markets.

U.S. Government agency obligations, U.S. Government treasury notes, and
mortgage-backed bonds are valued at prices provided by independent pricing
services.

The following tabtes seL forth, by leveI, the Cooperativets assets measured at
fair value on a recurring basis.

December 31, 2Ol7
Level 3 TotalLevel 1

U.S. Government agency bonds $ -
U.S. Government Ereasury notes
Certificate of deposit 1-,2!5,000
Mortgage backed bonds
Mutual funds 4,285,L87-

Total investments $ff-q-q:Lq-1- t]lJ523r-gJ]- E- t-?)-!]22J-9:"

December 3L, 20]-5
Level 1 Level 2

- $ 14 ,357,715
1, 009,150

Level 3 Total

1,340, 000

3 ,535 , 406
985 ,469

t-?]!22L1!9-

Level 2

$ 14, 893, s55 $
1, 001, 507

L ,733 ,7 98

$ 1,4 ,893 ,566
L, oo1, 507
I ,2L5 , 000
L ,733 ,7 98
4 ,295 , lgl

U.S. Government agency bonds
U.S. Government Ereasury notes
Certificate of deposit
MorEgage Backed Bonds
Mutual funds

Total investments

- $ 14 ,35',1 ,7!5
1,009,150
1, 340, ooo

985 ,459
3, 535,406

tlJ-PJ:JjlS- tll.::2r.E!

NOTE I - SUBSEQUENT EVENTS

The Cooperative has evaluated all- subsequent events through the date of the
independent certified publi-c accountants' report, which is the date the
financial statementss were available to be issued.
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