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Independent Auditors’ Report 

The Board of Directors 

California State University Risk Management Authority: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the California State University Risk Management 

Authority (the Authority), a component unit of the California State University, as of and for the years ended 

June 30, 2018 and 2017, and the related notes to the financial statements, which collectively comprise the 

Authority’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 financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes the 

design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 

financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 

our audits in accordance with auditing standards generally accepted in the United States of America. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 

risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 

of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 

not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 

express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 

presentation of the financial statements. 

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

audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 

position of the California State University Risk Management Authority as of June 30, 2018 and 2017, and the 

changes in its net position and its cash flows for the years then ended, in accordance with accounting principles 

generally accepted in the United States of America. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 

KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391
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Other Matters 

Required Supplementary Information 

U.S. generally accepted accounting principles require that management’s discussion and analysis on pages 3 

through 8 and the claims development information on Schedule 15 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 who considers it to be an essential part of financial reporting for 

placing the basic financial statements in an appropriate operational, economic, or historical context. We have 

applied certain limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted 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 audits 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. 

Supplementary and Other Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively 

comprise the Authority’s basic financial statements. The supplementary information included in Schedules 1 

through 14 is presented for purposes of additional analysis and is not a required part of the basic financial 

statements. Schedules 1 through 14 are the responsibility of management and were derived from and relates 

directly to the underlying accounting and other records used to prepare the basic financial statements. Such 

information has been subjected to the auditing procedures applied in the audit of the basic financial statements 

and certain additional procedures, including comparing and reconciling such information directly to the 

underlying accounting and other records used to prepare the basic financial statements or to the basic financial 

statements themselves, and other additional procedures in accordance with auditing standards generally 

accepted in the United States of America. In our opinion, Schedules 1 through 14 are fairly stated in all material 

respects in relation to the basic financial statements as a whole. 

 

Irvine, California 

September 21, 2018 



CALIFORNIA STATE UNIVERSITY 

RISK MANAGEMENT AUTHORITY 

A Discretely Presented Component Unit of the California State University 

Management’s Discussion and Analysis 

June 30, 2018 and 2017 

(Unaudited) 

 3 (Continued) 

The following discussion and analysis provides an overview of the financial position and performance of the 

California State University Risk Management Authority (the Authority) as of and for the years ended June 30, 

2018 and 2017. It is designed to assist the readers in focusing on financial overview and analysis of the 

financial activities of the Authority. The discussion has been prepared by management and should be read in 

conjunction with the basic financial statements and accompanying notes, which follow this section. 

Overview of the Financial Statements 

The financial statements of the Authority as of and for the years ended June 30, 2018 and 2017 have been 

prepared in accordance with Governmental Accounting Standards Board (GASB) Statement No. 34, Basic 

Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments, as 

amended by GASB Statement No. 35, Basic Financial Statements – and Management’s Discussion and 

Analysis – for Public Colleges and Universities. For reporting purposes, the Authority is considered a 

special-purpose government engaged in business-type activities. 

The Authority’s financial statements consist of the independent auditors’ report, the basic audited financial 

statements, notes to the financial statements, supplementary information, and required supplementary 

information. The Authority’s basic financial statements are the Statements of Net Position, the Statements of 

Revenue, Expenses, and Changes in Net Position, and the Statements of Cash Flows. 

Statement of Net Position – The Statement of Net Position presents the financial position of the Authority at 

the end of the fiscal year and includes all assets and liabilities of the Authority. The difference between total 

assets and total liabilities, net position, is one indicator of the current financial condition of the Authority, while 

the change in net position is an indicator of how the overall financial condition has fluctuated from year to year. 
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A summary of the Authority’s assets, liabilities, and net position at June 30, 2018, 2017, and 2016 is as follows: 

Condensed Schedule of Net Position

June 30, 2018, 2017, and 2016

2018 2017 2016

Assets:

Current assets $ 92,382,000  102,543,000  113,718,000  

Noncurrent assets 53,800,000  59,413,000  67,569,000  

Total assets $ 146,182,000  161,956,000  181,287,000  

Liabilities:

Current liabilities $ 29,559,000  31,314,000  29,769,000  

Noncurrent liabilities 52,370,000  57,262,000  64,063,000  

Total liabilities $ 81,929,000  88,576,000  93,832,000  

Net position:

Unrestricted $ 64,253,000  73,380,000  87,455,000  

Total net position $ 64,253,000  73,380,000  87,455,000  

 

Assets 

The Authority’s assets totaled $146,182,000 on June 30, 2018, a decrease of $15,774,000 or 10%, as 

compared to the previous year. The decrease is mainly attributed to the decrease in investments (note 3) by 

$13,706,000, due to the excess of payments over receipts from operating activities. Accounts receivable 

decreased by $4,498,000 due to decreased construction projects enrolled in the Owners Controlled Insurance 

Program compared to prior year. Prepaid expenses increased by $3,001,000 due to the timing and coverage 

periods of various insurance premiums. The Authority’s assets totaled $161,956,000 on June 30, 2017, a 

decrease of $19,331,000, or 11%, as compared to the previous year. The decrease was mainly attributed to the 

decrease in investments (note 3) of $23,946,000 due to increased insurance payments, increased dividend 

distributions, and investment loss. Prepaid expenses increased by $1,720,000 due to the timing and coverage 

periods of various insurance premiums. The Authority’s investments represent 90% of total assets as of 

June 30, 2018 and 2017 and consist of the Authority’s share of the California State University (CSU) 

Consolidated Investment Pool and investments held in Morgan Stanley Smith Barney. 

Liabilities 

The Authority’s liabilities totaled $81,929,000 on June 30, 2018, a decrease of $6,647,000 or 8%, as compared 

to the previous year. The decrease is primarily attributed to the decrease in claims liability for losses and loss 

adjustment expenses. The Authority’s liabilities totaled $88,576,000 on June 30, 2017, a decrease of 

$5,256,000, or 6%, as compared to the previous year. The decrease was primarily due to the enrollment in the 
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Excess Insurance Authority (EIA), effective January 1, 2016, resulting in a decrease in claims liability, current 

and noncurrent, in the amount of $6,112,000 and $8,108,000 as of June 30, 2018 and 2017, respectively. The 

EIA is responsible for all covered losses within the amount of the self-insurance layer for the campus and 

Auxiliary Organizations Risk Management Alliance (AORMA) workers’ compensation program (note 7); thus, 

the Authority is not liable for the layers covered by the EIA. Claims liability, current and noncurrent, represents 

79% and 80% of the total liabilities as of June 30, 2018 and 2017, respectively. 

Net Position 

Net position may serve over time as a useful indicator of the Authority’s financial position. Net position 

represents the residual measure of assets net of liabilities. Net position fluctuates annually due to the 

Authority’s operating results for a given fiscal year as well as changes in investment income. The Authority’s 

net position is classified as unrestricted and may be designated for use by the Authority. 

The Authority’s net position totaled $64,253,000 on June 30, 2018, a decrease of $9,127,000 or 12%, as 

compared to the previous year. This is primarily due to the excess of operating expenses over operating 

revenues. The Authority’s net position totaled $73,380,000 on June 30, 2017, a decrease of $14,075,000 or 

16%, as compared to the previous year. This was primarily due to increases in insurance premiums and 

dividends paid, and investment losses. 

Statement of Revenue, Expenses, and Changes in Net Position – The Statement of Revenue, Expenses, 

and Changes in Net Position is the Authority’s income statement. Revenue earned and expenses incurred 

during the year on an accrual basis are classified as either operating or nonoperating. It presents the results of 

the Authority’s operations and changes in net position over the course of the fiscal year. 

A summary of the Authority’s statement of revenues, expenses, and changes in net position for the years 

ended June 30, 2018, 2017 and 2016 is as follows: 

Condensed Schedule of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2018, 2017, and 2016

2018 2017 2016

Operating revenues $ 92,291,000  94,006,000  93,477,000  

Operating expenses 101,067,000  106,980,000  76,716,000  

Operating (loss) income (8,776,000) (12,974,000) 16,761,000  

Nonoperating (expenses) revenues, net (351,000) (1,101,000) 4,633,000  

Change in net position (9,127,000) (14,075,000) 21,394,000  

Net position, beginning of year 73,380,000  87,455,000  66,061,000  

Net position, end of year $ 64,253,000  73,380,000  87,455,000  
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Operating Revenues and Expenses 

The Authority’s operating revenues consist of member contributions and reinsurance premiums. Increases or 

decreases in member contributions are primarily attributable to recommended funding for campus-covered 

programs calculated by an independent actuarial firm employed by the Authority (note 2(g)). During fiscal year 

2018, operating revenues totaled $92,291,000, a decrease of $1,715,000 or 2%, which was primarily due to a 

decrease in member contributions and increase in reinsurance premiums (notes 6 and 7(b)). During fiscal year 

2017, operating revenues totaled $94,006,000, an increase of $529,000 or 1%, which was primarily due to an 

increase in member contributions and a decrease in reinsurance premiums. 

During fiscal year 2018, operating expenses totaled $101,067,000, a decrease of $5,913,000 or 6%, as 

compared to the previous year. The decrease is primarily due to a decrease in dividends expenses of 

$6,723,000 and an increase in claims administration expenses of $1,244,000. During fiscal year 2017, 

operating expenses totaled $106,980,000, an increase of $30,264,000 or 39%, as compared to the previous 

year. The increase was primarily due to increases in claim losses and loss adjustment expenses in the amount 

of $9,496,000, insurance premiums of $13,879,000, and dividends paid of $5,729,000. The increase in 

insurance premiums was primarily due to excess insurance premiums paid to the EIA and other insurance 

carriers. 

Operating expenses consist of claim losses and loss adjustment expenses of $29,917,000 and $26,671,000, 

claims administration of $10,568,000 and $9,324,000, insurance premiums of $49,155,000 and $52,555,000, 

dividend distributions of $8,678,000 and $15,401,000, general and administrative of $1,372,000 and 

$1,508,000, and miscellaneous services of $1,377,000 and $1,521,000 for the years ended June 30, 2018 and 

2017, respectively. Claim losses and loss adjustment expenses include actual claim payments made, as well 

as adjustments for reserves on claims. Claim case reserves are adjusted as claims develop and mature and 

additional information regarding potential loss amounts are known. Reserves for claims incurred but not 

reported, as determined by independent actuaries, are also included in this expense category. Claims 

administration includes expenses incurred by the Authority for claims administrator’s fees and program 

administrator’s fees, and brokerage commissions. Dividend distributions represent the return of contributions to 

CSU campuses and Auxiliary Organization members. In providing insurance coverage and risk management 

services to its members, the Authority incurs general and administrative and miscellaneous services expenses 

that are budgeted and approved by the Board of Directors annually. 

Nonoperating Revenues (Expenses), Net 

During fiscal year 2018, nonoperating expenses totaled $351,000, a decrease of $750,000 or 68%, which is 

primarily due to a decrease in investment loss from the investment portfolio where the Authority’s investments 

are held (note 3). During fiscal year 2017, nonoperating revenues (expenses) totaled $(1,101,000), a decrease 

of $5,734,000 or 124%, which was primarily due to the decrease in investment income from the investment 

portfolio where the Authority’s investments are held (note 3). 
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Factors Impacting Future Periods 

With respect to current facts, conditions, or decisions that may impact the financial position of the Authority, 

there are no known issues either internal to the Authority nor the external environment that are expected to 

materially impact the organization. However, there are trends that may influence the membership and 

developments in the commercial insurance market that warrant notice. 

The Authority has a limited pool of membership consisting of CSU and its not-for-profit Auxiliary Organizations. 

The University and Auxiliary Organizations are subject to economic trends which impact funding, operations, 

and grants and contracts. To the extent the CSU experiences a negative fiscal environment, this can impact the 

funding of certain Auxiliary Organizations. In addition, a negative fiscal environment does not necessarily 

reduce the cost of the Authority’s programs and may actually result in higher claims, such as unemployment 

insurance claims. The Authority has adopted conservative funding practices to protect the organization from a 

negative fiscal environment. 

The California workers’ compensation operating environment has stabilized despite increases in the cost of 

medical care and prescription drugs, combined with an aging workforce. To combat increasing costs to settle 

workers’ compensation claims, the Authority has implemented a Workers’ Compensation Claims Management 

and Return to Work Program, as well as an ongoing claims closure initiative. Results have been positive, 

however, the environment may change. 

Generally, the commercial insurance and reinsurance market is stable. However, weather extremes, 

catastrophic losses, and investment losses are areas of concern for commercial insurance carriers and the 

California market has experienced catastrophic claims due to wildfire and excessive rainfall. 

The market for excess liability for California public entities has firmed. This is largely due to a significant rise in 

the cost of claims, especially those involving employment practices, law enforcement, and injuries to minors. 

The Authority has managed this risk by developing long-term underwriting relationships and attracting other 

insurers to the program. 

Funds are invested by the Authority to pay expected claims in the pooled programs. The valuation of claims 

liabilities is discounted based on assumed investment earning rates. A divergence in the rate assumed for 

discounting claims liabilities and investment earnings can affect the ultimate claims liability recorded in the 

financial statements. To guard against possible divergence, the dividend calculations utilized to return excess 

funds to the membership use a more conservative calculation of equity. 

The rates charged by the Authority for member contributions for the future year are generally not expected to 

change significantly. In the April 2018 Board of Director’s meeting, the fiscal year 2019 budget was approved 

for operating revenues of $91,076,000 and operating expenses of $98,380,000. 
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The CSU has asked the Authority to evaluate utilization of a captive insurer in the near future. If a captive 

insurer is effected, CSURMA would likely transfer commensurate assets and liabilities to the captive. Use of a 

captive would likely reduce CSURMA’s assets but have a positive overall impact on CSURMA’s financial 

position as the captive would be implemented if it could create overall efficiencies and reduce the CSU’s total 

cost of risk. 
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CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

A Discretely Presented Component Unit of California State University

Statements of Net Position

June 30, 2018 and 2017

2018 2017

Assets:

Current assets:

Cash and cash equivalents $ 62,000  —  

Investments 80,071,000  88,777,000  

Accounts receivable 2,611,000  7,109,000  

Loans receivable from affiliates, current portion 489,000  613,000  

Prepaid expenses 8,873,000  5,872,000  

Reinsurance recoverable – workers’ compensation 276,000  172,000  

Total current assets 92,382,000  102,543,000  

Noncurrent assets:

Loans receivable from affiliates, net of current portion 1,800,000  2,413,000  

Other long-term investments 52,000,000  57,000,000  

Total noncurrent assets 53,800,000  59,413,000  

Total assets 146,182,000  161,956,000  

Liabilities:

Current liabilities:

Accounts payable 9,263,000  9,532,000  

Unearned revenues 1,141,000  43,000  

SELF assessment liability, current portion 1,364,000  1,364,000  

Claims liability for losses and loss adjustment expenses – current

portion:

Reported claims 10,252,000  12,089,000  

Claims incurred but not reported 7,539,000  8,286,000  

Total current liabilities 29,559,000  31,314,000  

Noncurrent liabilities:

SELF assessment liability, net of current portion (note 8) 5,454,000  6,818,000  

Claims liability for losses and loss adjustment expenses – noncurrent

portion (note 5):

Reported claims 27,035,000  29,930,000  

Claims incurred but not reported 19,881,000  20,514,000  

Total noncurrent liabilities 52,370,000  57,262,000  

Total liabilities 81,929,000  88,576,000  

Net position:

Unrestricted 64,253,000  73,380,000  

Total net position $ 64,253,000  73,380,000  

See accompanying notes to financial statements.
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CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

A Discretely Presented Component Unit of California State University

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2018 and 2017

2018 2017

Operating revenues:

Member contributions $ 102,103,000  103,447,000  

Reinsurance premiums (9,812,000) (9,441,000) 

Total operating revenues 92,291,000  94,006,000  

Operating expenses:

Claim losses and loss adjustment expenses 29,917,000  26,671,000  

Claims administration 10,568,000  9,324,000  

Insurance premiums 49,155,000  52,555,000  

Dividend distributions 8,678,000  15,401,000  

General and administrative 1,372,000  1,508,000  

Miscellaneous services 1,377,000  1,521,000  

Total operating expenses 101,067,000  106,980,000  

Operating loss (8,776,000) (12,974,000) 

Nonoperating revenues (expenses):

Investment loss, net (400,000) (1,149,000) 

Interest income from loans 49,000  48,000  

Total nonoperating expenses, net (351,000) (1,101,000) 

Change in net position (9,127,000) (14,075,000) 

Net position, beginning of year 73,380,000  87,455,000  

Net position, end of year $ 64,253,000  73,380,000  

See accompanying notes to financial statements.
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CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

A Discretely Presented Component Unit of California State University

Statements of Cash Flows

Years ended June 30, 2018 and 2017

2018 2017

Cash flows from operating activities:

Receipts of member contributions $ 98,197,000  99,256,000  

Payments to providers (67,093,000) (73,762,000) 

Payments of claims (36,394,000) (35,163,000) 

Dividend distributions to pool participants (8,740,000) (14,860,000) 

Net cash used in operating activities (14,030,000) (24,529,000) 

Cash flows from noncapital and related financing activities:

Payments received on loans to related entities 737,000  1,591,000  

Loan interest income received 49,000  53,000  

Net cash provided by noncapital and related

   financing activities 786,000  1,644,000  

Cash flows from investing activities:

Proceeds from sales and maturities of investments 1,025,078,000  789,229,000  

Purchases of investments (1,011,840,000) (767,398,000) 

Investment income, net 68,000  966,000  

Net cash provided by investing activities 13,306,000  22,797,000  

Net change in cash and cash equivalents 62,000  (88,000) 

Cash and cash equivalents at beginning of year —  88,000  

Cash and cash equivalents at end of year $ 62,000  —  

Reconciliation of operating loss to net cash used in operating activities:

Operating loss $ (8,776,000) (12,974,000) 

Adjustments to reconcile operating loss to net cash used in

operating activities:

Changes in assets and liabilities:

Increase in prepaid expenses (3,001,000) (1,720,000) 

Decrease (increase) in accounts receivable 4,498,000  (4,604,000) 

(Increase) decrease in reinsurance recoverable –

workers’ compensation (104,000) 25,000  

(Decrease) increase in accounts payable (269,000) 4,213,000  

Increase in unearned revenues 1,098,000  3,000  

Decrease in SELF assessment liability (1,364,000) (1,364,000) 

Decrease in claims liability for losses and loss adjustment

expenses (6,112,000) (8,108,000) 

Net cash used in operating activities $ (14,030,000) (24,529,000) 

See accompanying notes to financial statements.
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(1) Organization 

On January 1, 1997, California State University (CSU or the University) and certain auxiliary organizations 

of the University established the California State University Risk Management Authority (the Authority) 

pursuant to the provisions of Section 6500 et seq. of the California Government Code (the Code). The 

Code authorizes CSU and Auxiliary Organizations to establish and operate pooled coverage programs and 

to provide related services. The Authority provides entity risk pooling programs for workers’ compensation, 

general liability, industrial and nonindustrial disability, unemployment insurance coverage, property, 

construction, and other risk-related programs for its member organizations (the Members). Members 

participating in the Authority’s coverage programs at June 30, 2018 and 2017 are as follows: 

Location Member

Bakersfield California State University, Bakersfield

Bakersfield Associated Students, California State University, Bakersfield, Inc.

Bakersfield California State University, Bakersfield Auxiliary for Sponsored Programs

Administration

Bakersfield California State University, Bakersfield Foundation

Bakersfield California State University, Bakersfield Student Union, Inc.

Chancellor’s Office Office of the Chancellor

Chancellor’s Office California State University Foundation

Chancellor’s Office California State University Institute

Channel Islands California State University, Channel Islands

Channel Islands Associated Students of California State University, Channel Islands, Inc.

Channel Islands California State University Channel Islands Foundation

Channel Islands CI University Auxiliary Services, Inc. (formerly University Glen Corporation)

Chico California State University, Chico

Chico Associated Students of California State University, Chico

Chico Auxiliary Organization Associations

Chico The CSU, Chico Research Foundation

Chico The University Foundation, California State University, Chico

Dominguez Hills California State University, Dominguez Hills

Dominguez Hills Associated Students, California State University, Dominguez Hills

Dominguez Hills California State University, Dominguez Hills Foundation

Dominguez Hills CSU Dominguez Hills Philanthropic Foundation

Dominguez Hills Loker University Student Union, Inc.

East Bay California State University, East Bay

East Bay Associated Students, California State University, East Bay

East Bay Cal State East Bay Educational Foundation

East Bay California State University, East Bay Foundation, Inc.

Fresno California State University, Fresno

Fresno Associated Students, Inc. of California State University, Fresno
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Location Member

Fresno California State University, Fresno Association, Inc.

Fresno California State University, Fresno Foundation

Fresno Fresno State Programs for Children, Inc.

Fresno The Agricultural Foundation of California State University, Fresno

Fresno The California State University, Fresno Athletic Corporation

Fullerton California State University, Fullerton

Fullerton Associated Students, California State University, Fullerton, Inc.

Fullerton Cal State Fullerton Philanthropic Foundation

Fullerton CSU Fullerton Auxiliary Services Corporation

Humboldt Humboldt State University

Humboldt Associated Students, Humboldt State University

Humboldt Humboldt State University Advancement Foundation

Humboldt Humboldt State University Center

Humboldt Humboldt State University Sponsored Programs Foundation

Long Beach California State University, Long Beach

Long Beach Associated Students, California State University, Long Beach

Long Beach California State University, Long Beach Research Foundation

Long Beach CSULB 49er Foundation

Long Beach Forty-Niner Shops, Inc., CSU Long Beach

Los Angeles California State University, Los Angeles

Los Angeles Associated Students, California State University, Los Angeles, Inc.

Los Angeles Cal State L.A. University Auxiliary Services, Inc.

Los Angeles California State University, Los Angeles Foundation

Los Angeles University-Student Union at California State University, Los Angeles

Maritime Academy California Maritime Academy

Maritime Academy California Maritime Academy Foundation, Inc.

Maritime Academy The Associated Students of the California Maritime Academy

Monterey Bay California State University, Monterey Bay

Monterey Bay Foundation of California State University, Monterey Bay

Monterey Bay The University Corporation at Monterey Bay

Monterey Bay * Otter Student Union at CSU Monterey Bay

Northridge California State University, Northridge

Northridge Associated Students, California State University, Northridge, Inc.

Northridge California State University, Northridge Foundation

Northridge North Campus University Park Development Corporation

Northridge The University Corporation, CSU Northridge

Northridge University Student Union of California State University, Northridge

Pomona California State Polytechnic University, Pomona

Pomona Associated Students Inc., California State Polytechnic University, Pomona

Pomona The Cal Poly Pomona Foundation, Inc.
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Location Member

Sacramento California State University, Sacramento

Sacramento Associated Students of California State University, Sacramento

Sacramento Capital Public Radio, Inc., CSU Sacramento

Sacramento The University Foundation at Sacramento State

Sacramento University Enterprises, Inc., CSU Sacramento

Sacramento University Union Operation of CSUS, Inc.

San Bernardino California State University, San Bernardino

San Bernardino Associated Students Inc., California State University, San Bernardino

San Bernardino CSUSB Philanthropic Foundation

San Bernardino Santos Manuel Student Union of California State University, San Bernardino

San Bernardino University Enterprises Corporation at CSUSB

San Diego San Diego State University

San Diego Associated Students, San Diego State University

San Diego Aztec Shops, Ltd., San Diego State University

San Diego San Diego State University Research Foundation

San Diego The Campanile Foundation

San Francisco San Francisco State University

San Francisco Associated Students, Inc., San Francisco State University

San Francisco San Francisco State University Foundation

San Francisco The University Corporation, San Francisco State

San Jose San Jose State University

San Jose Associated Student, San Jose State University

San Jose San Jose State University Research Foundation

San Jose Spartan Shops, Inc., San Jose State University

San Jose The Student Union of San Jose State University

San Jose The Tower Foundation, San Jose State University

San Luis Obispo California Polytechnic State University, San Luis Obispo

San Luis Obispo Associated Students, Inc., California Polytechnic State University at

San Luis Obispo

San Luis Obispo Cal Poly Corporation

San Luis Obispo California Polytechnic State University Foundation

San Marcos California State University, San Marcos

San Marcos California State University San Marcos Corporation (formerly  University

Auxiliary and Research Services Corporation)

San Marcos California State University San Marcos Foundation

San Marcos ** San Marcos University Corporation

San Marcos The Associated Students of California State University, San Marcos

Sonoma Sonoma State University
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Location Member

Sonoma Associated Students of Sonoma State University

Sonoma Sonoma State Enterprises, Inc.

Sonoma Sonoma State University Academic Foundation, Inc.

Stanislaus California State University, Stanislaus

Stanislaus Associated Students, Inc., California State University, Stanislaus

Stanislaus California State University, Stanislaus Auxiliary and Business Services

Stanislaus California State University, Stanislaus Foundation

Stanislaus University Student Union of California State University, Stanislaus

* New member in FY 2017/18

** Dissolved in FY 2017/18

 

The accompanying financial statements are also included in the CSU’s financial statements as a discretely 

presented component unit. 

The Authority is managed by a board of directors, which is composed of 30 directors appointed by the CSU 

Executive Vice Chancellor, Business and Finance, and 10 directors elected by the Auxiliary Organizations, 

which are members of the Authority. The Executive Vice Chancellor may also appoint alternate 

representatives who shall serve in the absence of the primary representatives. Directors elected by the 

Auxiliary Organizations serve subject to terms and conditions adopted by the Auxiliary Organizations for 

election and replacement of the same. Each director of the Authority must be an officer, director, or 

employee of the University or an Auxiliary Organization. 

The Authority assumed the losses of the University’s risk pool on January 1, 1997 (inception date) in 

exchange for a commitment from the University to fund incurred losses. In addition, the University has 

made the commitment to provide sufficient cash flows to the Authority to meet its operating needs. 

All post-development costs of the Authority’s programs are funded by annual premiums charged to 

members participating in the program each policy year and by interest earnings on the accumulated funds. 

Premiums are based on a cost allocation plan and rating formula developed by the Authority with the 

assistance of an actuaries, risk management consultants, and other qualified persons. The premium for 

each member participating in the shared risk programs includes the member’s share of expected program 

losses, program reinsurance costs, and program administrative costs for the year. If the Authority 

experiences unusually large losses in one of the aforementioned programs during a policy year, those 

pooled funds for the program may be exhausted before the next annual premiums are due. The board of 

directors may, upon consultation, impose assessments on all participating members in the respective 

program to provide adequate funds to the Authority for the payment of all incurred losses. 

The Authority coordinates the claims process in conjunction with various agencies. These agencies include 

the State of California Attorney General’s Office; Sedgwick Claims Management Services, Inc. (Sedgwick); 

Carl Warren & Company (Carl Warren); Health Special Risk, Inc. (HSR); AG Administrator; the CSU Office 

of General Counsel; Systemwide Risk Management; Alliant Insurance Services (Alliant); the CSU Office of 
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the Chancellor; and the 23 CSU campuses. Sedgwick is the third-party administrator (TPA) for all workers’ 

compensation claims involving campuses and Auxiliary Organizations. Carl Warren is the TPA for Auxiliary 

Organization liability claims. HSR and AG Administrator are the TPAs for Athletic Injury Medical Expense 

(AIME) and Club Sports Insurance Program (CSIP) claims. Alliant administers all entity risk pooling 

programs provided by the Authority. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The accompanying financial statements for the Authority have been prepared under the standards 

promulgated by the Governmental Accounting Standards Board (GASB) using the accrual basis of 

accounting and economic resources measurement focus. Revenues are recorded when earned and 

expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 

The financial statements include the Statements of Net Position, Statements of Revenues, Expenses, 

and Changes in Net Position, and Statements of Cash Flows. The Authority is considered a 

special-purpose government. The Authority records revenues primarily from fees collected from the 

campuses and Auxiliary Organizations and, accordingly, has chosen to present its financial statements 

using the reporting model for special-purpose governments engaged only in business-type activities. 

This model allows all financial information for the Authority to be reported in a single column in each of 

the financial statements. 

(b) Classification of Current and Noncurrent Assets (Other than Investments) and Liabilities 

The Authority considers assets to be current when they can be reasonably expected, as part of its 

normal business operations, to be converted to cash and be available for liquidation of current liabilities 

within 12 months of the Statements of Net Position date. Liabilities that can be reasonably expected, as 

part of the Authority’s normal business operations, to be liquidated within 12 months of the Statements 

of Net Position date are considered to be current. All other assets and liabilities are considered to be 

noncurrent. For classification of current and noncurrent investments, refer to note 2(d). 

(c) Cash and Cash Equivalents and Statements of Cash Flows 

The Authority considers all highly liquid investments with an original maturity date of three months or 

less to be cash and cash equivalents. The Authority considers amounts included in the Morgan Stanley 

Smith Barney and the CSU Consolidated Investment Pool to be investments. Certain transactions 

recorded as revenues or expenses in the accompanying Statements of Revenues, Expenses and 

Changes in Net Position include transactions between entities that are also participants in the 

Investment Pool. The Authority considers changes in the respective participants’ equity in the 

Investment Pool resulting from these transactions to represent cash flows of the Authority in the 

accompanying Statements of Cash Flows. 

(d) Investments 

Investments are reflected at fair value using quoted market prices. Realized and unrealized gains and 

losses are included in the accompanying Statements of Revenues, Expenses, and Changes in Net 

Position as a component of investment income, net. 
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Investments that are used for current operations are classified as short-term investments. Investments 

that are restricted for withdrawal or use for other than current operations, designated or restricted for 

the acquisition or construction of noncurrent assets, designated or restricted for the liquidation of the 

noncurrent portion of long-term debt, or restricted as to the liquidity of the investments are classified as 

other long-term investments. 

(e) Accounts Receivable 

Accounts receivable represents amounts due from the Members and excess insurance carriers as of 

June 30, 2018 and 2017. 

(f) Reinsurance Recoverable 

Reinsurance recoverable represents estimated amounts due from reinsurers, who reinsured the CSU’s 

workers’ compensation claims liability for claims incurred during the fiscal year. The estimates are 

related to paid claims and claim adjustment expenses as of June 30, 2018 and 2017. The estimated 

amounts recoverable from reinsurers that are related to the liabilities for unpaid claims and claim 

adjustment expenses are deducted from those claims liabilities for losses and loss adjustment 

expenses (LAE) (note 2(h)). 

(g) Member Contributions 

The Authority reports contributions received from the Members in the Statements of Revenues, 

Expenses, and Changes in Net Position. The contribution calculation for the campuses is based on 

program funding policies and procedures, and a rating plan to meet their pro rata share of the 

anticipated claims liabilities for losses and LAE. The contribution calculation for Auxiliary Organizations 

is based on various rating plans, such as the actuary’s projections and loss rates. Contributions are 

recorded as revenue for the policy year in which coverage is provided. 

(h) Claims Liability for Losses and LAE 

The claims liability for losses and LAE included in the accompanying financial statements reflect the 

estimated cost of settling claims relating to events that have occurred on or before June 30, 2018 and 

2017. The liability includes the estimated amount that will be required for future payments of claims that 

have been reported and claims related to events that have occurred but have not been reported. The 

liability is also reduced by estimated amounts recoverable from the reinsurer that are related to the 

liability for unpaid claims and claim adjustment expenses. The liability is estimated through an actuarial 

calculation using individual case basis valuations and statistical analyses. The liability is not 

discounted. 

Claims liability is recomputed periodically using a variety of actuarial and statistical techniques to 

produce current estimates that reflect recent settlements, claim frequency, and other economic and 

social factors. Adjustments to claim liabilities are charged or credited to expense in the periods in which 

they are made. 
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In estimating unpaid losses and LAE, the Authority has employed methods and assumptions 

considered reasonable and appropriate given the information currently available. Given the inherent 

uncertainty in the nature of such estimates, future losses may deviate from those estimates. 

(i) Dividend Distributions 

The Authority reports dividends in the Statements of Revenues, Expenses, and Changes in Net 

Position for the return of contributions to the Members. Dividends to CSU campuses are based on a 

review of the funding status report by the Executive Committee and are distributed to each member by 

their pro rata contributions over the past five completed fiscal years. Dividends to any participating 

Auxiliary Organization are calculated and distributed in accordance with the Dividends and Assessment 

Policy. Dividend distributions are accrued as dividend expense once they are approved and declared 

by the Executive Committee and the Auxiliary Organizations Risk Management Alliance (AORMA) 

Committee. 

(j) Net Position 

The Authority’s net position is classified as unrestricted. Unrestricted net position may be designated 

for use by the Authority. The Authority has adopted a policy of utilizing restricted funds, when available, 

prior to unrestricted funds. 

(k) Classification of Revenues and Expenses 

The Authority considers operating revenues and expenses in the Statements of Revenues, Expenses, 

and Changes in Net Position to be those revenues and expenses that result from exchange 

transactions or other activities that are connected directly to the Authority’s primary functions. Certain 

other transactions are reported as nonoperating revenues and expenses in accordance with 

GASB requirements. These nonoperating activities include the Authority’s investment income, net, and 

interest income from loans. 

(l) Income Taxes 

The Authority was formed pursuant to the Code Section 6500 et seq. and, as a governmental entity, is 

not subject to federal or state income taxes under §115 of the Internal Revenue Code of 1986. 

(m) Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 

principles requires management to make estimates and assumptions that affect the reported amounts 

of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 

statements and the reported amounts of revenue and expenses during the reporting period. Actual 

amounts could differ from those estimates. 

(n) Reclassification 

Certain reclassifications have been made to the 2017 financial statements to conform to the 2018 

presentation. 
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(3) Cash and Cash Equivalents, Investments, and Investment Income, Net 

The Authority’s cash, cash equivalents, and investments as of June 30, 2018 and 2017 are classified in the 

accompanying Statements of Net Position as follows: 

2018 2017

Cash and cash equivalents $ 62,000  —  

Short-term investments 80,071,000  88,777,000  

Other long-term investments 52,000,000  57,000,000  

Total investments $ 132,133,000  145,777,000  

 

(a) Cash and Cash Equivalents 

The Authority maintains centralized management for substantially all of its cash and cash equivalents. 

Cash in demand deposit accounts is minimized by sweeping available cash balances into the CSU 

Consolidated Investment Pool on a daily basis. 

At June 30, 2018 and 2017, the Authority’s cash and cash equivalents consist of demand deposits held 

at a financial institution. The carrying amount of the cash in demand deposit accounts were $173,000 

and $110,000 at June 30, 2018 and 2017, respectively. The primary difference between the book and 

bank balance is due to outstanding checks and cash awaiting investment in the CSU Consolidated 

Investment Pool. 

(b) Investments 

At June 30, 2018 and 2017, the Authority’s investment portfolio consists of investments held at Morgan 

Stanley Smith Barney and in the CSU Consolidated Investment Pool. Separate accounting is 

maintained as to the amounts allocable to the various funds and programs. 

(i) Investment Policy 

State law and regulations require that surplus monies of the Authority must be invested. The 

primary objective of the Authority’s investment policy is to safeguard the principal. The secondary 

objective is to meet the liquidity needs of the Authority. The third objective is to return an 

acceptable yield. 

The Authority’s investment policy authorizes funds held in local trust accounts under Education 

Code Sections 89721 and 89724 to be invested in any of the securities authorized by Government 

Code Sections 16430 and 53601, and Education Code Section 89724, subject to certain 

limitations. In general, the Authority’s investment policy permits investments in obligations of the 

federal and California state governments, certificates of deposit, high-quality domestic corporate 

and fixed-income securities, and certain other investment instruments. 
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(ii) Custodial Credit Risk 

Custodial credit risk is the risk that in the event of the failure of the custodian, the investments or 

deposits may not be returned to the Authority. Substantially all of the Authority’s securities are 

registered in the Authority’s name by the custodial bank as an agent for the Authority. The 

Authority’s deposits are maintained at financial institutions that are Federal Deposit Insurance 

Corporation insured. As a result, custodial credit risk for such investments and deposits is remote. 

(iii) Interest Rate Risk 

Interest rate risk is the risk that fluctuations in interest rates will adversely affect the fair market 

value of an investment. Generally, the longer the maturity of an investment, the greater the 

sensitivity of its fair market value to fluctuations in market interest rates. The Authority’s investment 

guidelines measure interest rate risk by limiting an eligible investment to a maximum effective 

maturity and by limiting the average duration of the portfolio. The effective maturity date reflects a 

bond with embedded options, such as a call, put, or reset date, and prepayment speed resulting in 

the maturity of a bond being less than its final maturity date. Duration is a measure of the sensitivity 

of the price of an investment relative to fluctuations in market interest rates. 

Durations of the Authority’s investment portfolio for each investment type as of June 30, 2018 are 

presented in the table below. 

Duration

Investment type Fair value (in years)

Asset-backed securities $ 5,144,000  4.31367

Certificates of deposit 2,000  0.20921

Corporate bonds 21,303,000  3.27725

International bonds 1,175,000  4.52257

Money market funds 103,000  —

Mortgage-backed securities 9,348,000  3.98694

Municipal bonds 5,769,000  5.84835

Mutual funds 1,000  5.68226

U.S. agency securities 3,290,000  3.61168

U.S. Treasury securities 85,936,000  4.71088

Total investments $ 132,071,000  
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Durations of the Authority’s investment portfolio for each investment type as of June 30, 2017 are 

presented in the table below: 

Duration

Investment type Fair value (in years)

Asset-backed securities $ 4,662,000  3.45666

Certificates of deposit 552,000  0.28861

Corporate bonds 25,016,000  2.90613

International bonds 1,242,000  5.30739

Money market funds 1,252,000  —

Mortgage-backed securities 6,880,000  3.62214

Municipal bonds 5,418,000  6.29868

Repurchase agreements 37,000  0.00813

U.S. agency securities 8,772,000  2.70064

U.S. Treasury securities 91,946,000  3.66613

Total investments $ 145,777,000  

 

Another way the Authority manages its exposure to interest rate risk is by purchasing a 

combination of short-term and long-term investments and by timing cash flows from maturities so 

that a portion of the portfolio is maturing or nearing maturity evenly over time as necessary to 

provide cash flows and liquidity needed for operations. 

(iv) Credit Risk 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 

investment. This risk is measured by the assignment of a rating by a nationally recognized 

statistical rating organization. 

By law, the Authority invests in low credit risk securities, such as U.S. government securities, 

securities of federally sponsored agencies, highly rated domestic corporate bonds, prime-rated 

commercial paper, repurchase and reverse repurchase agreements, banker’s acceptances, and 

negotiable certificates of deposit. Therefore, occurrence of credit risk is remote. 
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Ratings of the Authority’s investment portfolio for each investment type as of June 30, 2018 are 

presented in the table below: 

Rating as of year-end

Investment type Fair value AAA AA A BBB Not rated

Asset-backed securities $ 5,144,000  4,348,000  179,000  617,000  —  —  

Certif icates of deposit 2,000  1,000  —  1,000  —  —  

Corporate bonds 21,303,000  615,000  1,000  14,784,000  3,090,000  2,813,000  

International bonds 1,175,000  —  1,175,000  —  —  —  

Money market funds 103,000  —  —  —  —  103,000  

Mortgage-backed securities 9,348,000  330,000  9,018,000  —  —  —  

Municipal bonds 5,769,000  —  5,769,000  —  —  —  

Mutual funds 1,000  —  —  —  —  1,000  

U.S. agency securities 3,290,000  —  1,924,000  —  —  1,366,000  

U.S. Treasury securities 85,936,000  —  85,936,000  —  —  —  

Total

investments $ 132,071,000  5,294,000  104,002,000  15,402,000  3,090,000  4,283,000  

 

Ratings of the Authority’s investment portfolio for each investment type as of June 30, 2017 are 

presented in the table below: 

Rating as of year-end

Investment type Fair value AAA AA A BBB Not rated

Asset-backed securities $ 4,662,000  3,832,000  194,000  636,000  —  —  

Certif icates of deposit 552,000  233,000  69,000  250,000  —  —  

Corporate bonds 25,016,000  677,000  1,674,000  12,611,000  6,309,000  3,745,000  

International bonds 1,242,000  —  1,242,000  —  —  —  

Money market funds 1,252,000  —  —  20,000  —  1,232,000  

Mortgage-backed securities 6,880,000  —  5,587,000  —  —  1,293,000  

Municipal bonds 5,418,000  —  5,418,000  —  —  —  

Repurchase agreements 37,000  —  —  9,000  —  28,000  

U.S. agency securities 8,772,000  72,000  6,656,000  —  —  2,044,000  

U.S. Treasury securities 91,946,000  —  91,946,000  —  —  —  

Total

investments $ 145,777,000  4,814,000  112,786,000 13,526,000  6,309,000  8,342,000  

 

(v) Concentration Risk 

Concentration risk rises as investments become concentrated relative to a portfolio characteristic, 

such as issuance, issuer, market sector, counter party, or sovereign nation, and is best mitigated 

by diversification. The Authority’s investment policy has concentration limits that provide sufficient 

diversification. As a result, the occurrence of concentration risk is remote. 
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As of June 30, 2018, the following investment of the CSU Consolidated Investment Pool and CSU 

Risk Management Authority of SB FAM Program (other than U.S. Treasury securities, mutual 

funds, and external investment pools) represented 5% or more of the Authority’s total investment 

portfolio: Morgan Stanley Bank, N.A. and Morgan Stanley Private Bank, National Association, 

totaling $17,935,000 or 14%. As of June 30, 2017, there were no investments of the CSU 

Consolidated Investment Pool and CSU Risk Management Authority of SB FAM Program (other 

than U.S. Treasury securities, mutual funds, and external investment pools) that represented 5% or 

more of the Authority’s total investment portfolio. 

(vi) Fair Value Measurements 

The Authority uses fair value measurements to record fair value adjustments to certain assets and 

liabilities and to determine the fair value disclosures. The fair value of a financial instrument is the 

price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

among market participants at the measurement date. Fair value is best determined based upon 

quoted market prices. However, in certain instances, there are no quoted market prices for the 

Authority’s various financial instruments. In cases where quoted market prices are not available, 

fair values are based on estimates using present value or other valuation techniques. Those 

techniques are significantly affected by the assumptions used, including discount rates and 

estimates of future cash flows. Accordingly, the fair value estimates may not be realized in an 

immediate settlement of the instrument. The Authority groups its assets and liabilities measured at 

fair value in three levels, based on the markets in which the assets and liabilities are traded and the 

reliability of the assumptions used to determine fair value. The level in the fair value hierarchy 

within which a fair measurement in its entirety falls is based on the lowest-level input that is 

significant to the fair value measurement in its entirety. The three levels of the fair value hierarchy 

are as follows: 

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 

that the Authority has the ability to access at the measurement date. 

 Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable 

for the asset or liability, either directly or indirectly. 

 Level 3 inputs are unobservable inputs for the asset or liability. This valuation is accomplished 

using management’s best estimate of fair value, with inputs into the determination of fair value 

that require significant management judgment or estimation. 
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The following table presents investments that are measured at fair value on a recurring basis at 

June 30, 2018: 

Net asset

Investment type Fair value Level 1 Level 2 value

Asset-backed securities $ 5,144,000  —  5,144,000  —  

Certificates of deposit 2,000  —  2,000  —  

Corporate bonds 21,303,000  —  21,303,000  —  

International bonds 1,175,000  —  1,175,000  —  

Money market funds 103,000  —  —  103,000  

Mortgage-backed securities 9,348,000  —  9,348,000  —  

Municipal bonds 5,769,000  —  5,769,000  —  

Mutual funds 1,000  —  1,000  —  

U.S. agency securities 3,290,000  —  3,290,000  —  

U.S. Treasury securities 85,936,000  —  85,936,000  —  

Total investments $ 132,071,000  —  131,968,000  103,000  

 

The following table presents investments that are measured at fair value on a recurring basis at 

June 30, 2017: 

Net asset

Investment type Fair value Level 1 Level 2 value

Asset-backed securities $ 4,662,000  1,113,000  3,549,000  —  

Certificates of deposit 552,000  —  552,000  —  

Corporate bonds 25,016,000  479,000  24,537,000  —  

International bonds 1,242,000  —  1,242,000  —  

Money market funds 1,252,000  —  —  1,252,000  

Mortgage-backed securities 6,880,000  —  6,880,000  —  

Municipal bonds 5,418,000  —  5,418,000  —  

Repurchase agreement 37,000  —  37,000  —  

U.S. agency securities 8,772,000  2,372,000  6,400,000  —  

U.S. Treasury securities 91,946,000  —  91,946,000  —  

Total investments $ 145,777,000  3,964,000  140,561,000  1,252,000  

 

The following discussion describes the valuation methodologies used for financial assets and 

liabilities measured at fair value. The techniques utilized in estimating the fair value are affected by 

the assumptions used. 
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Investments are classified in Level 1 as fair value are obtained at the last sale price on the last 

business day of the current fiscal year, as quoted on a recognized exchange or an industry 

standard pricing service, when available. Investments for which no sale was reported as of the 

close of the last business day of the current fiscal year are valued at the quoted bid price provided 

by the Authority’s external investment managers or their custodians. 

Investments are classified in Level 2 as fair value are calculated using valuations that include 

observable market quoted prices for similar assets or liabilities. Observable inputs other than 

quoted prices such as price services or indices, estimates, appraisals, assumptions, and other 

methods that are reviewed by management. Changes in market conditions and economic 

environments may impact the net asset value (NAV) of the funds and consequently the fair value of 

the Authority’s interests in the funds. 

There were no assets and liabilities measured at fair value on a recurring basis using significant 

unobservable inputs (Level 3) during 2018 or 2017. 

Money market funds are not categorized under the fair value hierarchy and are shown at NAV. 

These investments are measured at amortized cost when calculating NAV per share (or its 

equivalent) of the investment. 

(c) Investment Income, Net 

Investment income, net, included within the Statements of Revenues, Expenses, and Changes in Net 

Position is comprised of unrealized losses of $(468,000) and $(2,115,000), realized losses of 

$(2,916,000) and $(1,465,000), and interest and dividend income of $2,984,000 and $2,431,000 for the 

years ended June 30, 2018 and 2017, respectively. 

(4) Loans Receivable from Affiliates 

In June 2017, the Authority entered into a loan agreement with Humboldt State University in the amount of 

$1,800,000. The loan is nonamortizing, with interest due and payable quarterly, payable 30 days following 

the end of each calendar quarter. The interest rate is equal to the stated CSU Consolidated Investment 

Pool rate of return earned by the Authority (0.137% at June 30, 2018). The maturity date of the loan is 

October 31, 2022. The amount outstanding on the loan was $1,800,000 as of June 30, 2018 and 2017. 

In May 2014, the Authority entered into a line-of-credit agreement with California State University, 

Sacramento in the amount of $4,000,000, of which $489,000 was drawn against the line as of June 30, 

2018. The line-of-credit will be available for a 5-year period with principal and interest due and payable 

30 days following the end of each calendar quarter. The interest rate is equal to the stated CSU 

Consolidated Investment Pool rate of return earned by the Authority (0.137% at June 30, 2018). The 

maturity date of the line-of-credit is June 1, 2019. The amounts outstanding on the loan were $489,000 and 

$1,226,000 as of June 30, 2018 and 2017, respectively. 
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The following table summarizes the Authority’s loans receivable from affiliates as of June 30, 2018 and 

2017: 

2018 2017

Humboldt State University $ 1,800,000  1,800,000  

California State University, Sacramento 489,000  1,226,000  

Total loans receivable from affiliates 2,289,000  3,026,000  

Less current portion (489,000) (613,000) 

Loans receivable from affiliates, net of current portion $ 1,800,000  2,413,000  

 

(5) Claims Liability for Losses and Loss Adjustment Expenses 

The Authority establishes a liability for both reported and unreported events, which includes estimates of 

both future payments of losses and related loss adjustment expenses. Although considerable variability is 

inherent in such estimates, management believes that the liability is reasonable at June 30, 2018 and 

2017. 

Changes in the Authority’s claims liability for the years ended June 30, 2018 and 2017 are as follows: 

Claims liability for losses and loss adjustment expenses, June 30, 2016 $ 78,927,000  

Incurred claims for losses and loss adjustment expenses:

Provision for insured events of the current fiscal year 60,246,000  

Decrease in provision for reinsured events of the current fiscal year (26,653,000) 

Decrease in provision for insured events of prior fiscal years (6,922,000) 

Total incurred claims for losses and loss adjustment expenses 26,671,000  

Payments:

Claims and claim adjustment expenses attributable to insured events of the

current fiscal year (20,858,000) 

Claims and claim adjustment expenses attributable to recoveries from

reinsured events of the current fiscal year 13,800,000  

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (27,721,000) 

Total payments (34,779,000) 
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Claims liability for losses and loss adjustment expenses, June 30, 2017 $ 70,819,000  

Less current portion (20,375,000) 

Claims liability for losses and loss adjustment expenses, June 30, 2017, net of

current portion 50,444,000  

Incurred claims for losses and loss adjustment expenses:

Provision for insured events of the current fiscal year 63,078,000  

Decrease in provision for reinsured events of the current fiscal year (29,282,000) 

Decrease in provision for insured events of prior fiscal years (3,879,000) 

Total incurred claims for losses and loss adjustment expenses 29,917,000  

Payments:

Claims and claim adjustment expenses attributable to insured events of the

current fiscal year (20,103,000) 

Claims and claim adjustment expenses attributable to recoveries from

reinsured events of the current fiscal year 14,273,000  

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (30,199,000) 

Total payments (36,029,000) 

Claims liability for losses and loss adjustment expenses, June 30, 2018 64,707,000  

Less current portion 17,791,000  

Claims liability for losses and loss adjustment expenses, June 30, 2018, net of

current portion $ 46,916,000  
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(6) Related-Party Transactions 

The following represents a summary of the accounts receivable, contributions (premiums), and dividends 

for the years ended June 30, 2018 and 2017, and general liability insurance deductibles for the policy 

period detailed by campus: 

June 30, 2018

General

liability

insurance

Accounts deductibles

Members receivable Contributions Dividends per occurrence

Bakersfield $ —  1,651,000  (151,000) 35,000  

California Maritime Academy —  637,000  (64,000) 50,000  

Chancellor’s Office 566,000  13,886,000  (146,000) 100,000  

Channel Islands —  1,821,000  (162,000) 35,000  

Chico —  2,890,000  (265,000) 250,000  

Dominguez Hills —  2,678,000  (299,000) 100,000  

East Bay —  3,355,000  (303,000) 750,000  

Fresno —  3,365,000  (421,000) 100,000  

Fullerton —  4,940,000  (355,000) 250,000  

Humboldt —  2,188,000  (226,000) 250,000  

Long Beach —  6,322,000  (563,000) 250,000  

Los Angeles —  4,570,000  (351,000) 250,000  

Monterey Bay —  1,666,000  (137,000) 35,000  

Northridge —  6,179,000  (448,000) 750,000  

Pomona —  4,367,000  (395,000) 250,000  

Sacramento —  3,989,000  (338,000) 500,000  

San Bernardino —  3,219,000  (300,000) 50,000  

San Diego —  5,718,000  (430,000) 900,000  

San Francisco —  5,327,000  (421,000) 250,000  

San Jose —  5,205,000  (399,000) 750,000  

San Luis Obispo —  5,054,000  (342,000) 250,000  

San Marcos —  1,974,000  (157,000) 50,000  

Sonoma —  2,623,000  (196,000) 50,000  

Stanislaus —  1,687,000  (158,000) 35,000  

Auxiliary Organizations 598,000  6,792,000  (1,651,000)         Various

$ 1,164,000  102,103,000  (8,678,000) 
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June 30, 2017

General

liability

insurance

Accounts deductibles

Members receivable Contributions Dividends per occurrence

Bakersfield $ —  1,642,000  (305,000) 35,000  

California Maritime Academy —  629,000  (105,000) 35,000  

Chancellor’s Office 5,492,000  12,501,000  (244,000) 100,000  

Channel Islands —  1,606,000  (279,000) 35,000  

Chico —  2,739,000  (525,000) 250,000  

Dominguez Hills —  2,531,000  (573,000) 100,000  

East Bay —  3,513,000  (531,000) 500,000  

Fresno —  3,279,000  (1,002,000) 250,000  

Fullerton —  4,337,000  (685,000) 250,000  

Humboldt —  2,227,000  (426,000) 50,000  

Long Beach —  6,283,000  (1,091,000) 250,000  

Los Angeles —  4,208,000  (697,000) 250,000  

Monterey Bay —  1,588,000  (290,000) 35,000  

Northridge —  5,678,000  (843,000) 750,000  

Pomona —  4,386,000  (753,000) 250,000  

Sacramento —  3,716,000  (625,000) 900,000  

San Bernardino —  3,090,000  (547,000) 50,000  

San Diego —  5,801,000  (843,000) 900,000  

San Francisco —  4,847,000  (939,000) 500,000  

San Jose —  5,013,000  (747,000) 750,000  

San Luis Obispo —  4,719,000  (651,000) 250,000  

San Marcos —  1,781,000  (320,000) 50,000  

Sonoma —  2,168,000  (397,000) 100,000  

Stanislaus —  1,694,000  (269,000) 35,000  

Auxiliary Organizations 482,000  13,471,000  (1,714,000)         Various

$ 5,974,000  103,447,000  (15,401,000) 

 

(7) Excess Insurance and Reinsurance 

(a) Excess Insurance 

For the years ended June 30, 2018 and 2017, the Authority purchased excess insurance to protect 

the Members from catastrophic losses. The Authority maintained excess public entity liability insurance 

coverage provided by School Excess Liability Fund (SELF), a joint powers authority, with coverage for 

individual claims above $5,000,000 and up to $45,000,000 per occurrence until December 2009. 
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The Authority maintained excess general liability insurance coverage provided by Ironshore Specialty 

Insurance Company and various other insurers with coverage for individual claims above $5,000,000 

up to $200,000,000 per occurrence. The Authority purchased from Safety National excess workers’ 

compensation insurance to statutory limits in excess of the $2,500,000 self-insured retention for the 

years ended June 30, 2018 and 2017. For the AORMA workers’ compensation program, the Authority 

also purchased from Safety National excess workers’ compensation insurance to statutory limits in 

excess of the $750,000 and $500,000 self-insured retention for the years ended June 30, 2018 and 

2017, respectively. There have been no settlements exceeding insurance limits in the past three fiscal 

years. 

Effective January 1, 2015, the Authority joined the CSAC Excess Insurance Authority Excess Workers’ 

Compensation Program, pursuant to the memorandum of coverage issued by the EIA. The EIA is 

responsible for all covered losses within the amount of the self-insured retention layer of $2,500,000 for 

the campus workers’ compensation program and $500,000 for the AORMA workers’ compensation 

program. The estimated amounts that are recoverable from the EIA as of June 30, 2018 and 2017 were 

$55,402,000 and $42,125,000 for the campus workers’ compensation program and $5,461,000 and 

$4,430,000 for the AORMA workers’ compensation program, respectively. 

(b) Reinsurance 

For the years ended June 30, 2018 and 2017, the Authority did not enter into the CSU’s workers’ 

compensation reinsurance contract. From the years ended June 30, 2008 through June 30 2012, the 

Authority entered into a reinsurance contract with the Insurance Company of the State of Pennsylvania 

(the Reinsurer). This transaction reinsured the CSU’s workers’ compensation claims liability for claims 

incurred within the $2,500,000 self-insured retention up to aggregate limits. The estimated amounts 

that are recoverable from the reinsurer and that reduce the liabilities as of June 30, 2018 and 2017 

were $11,860,000 and $15,210,000, respectively. While such losses are reinsured, the Authority will 

not be relieved of its primary obligations to the policyholder in these reinsurance transactions. 

For the years ended June 30, 2018 and 2017, the Authority purchased reinsurance for the campus and 

AORMA liability programs provided by Markel, Evanston, Great American, Ironshore, AWAC, and the 

General Reinsurance Corporation. This transaction reinsured the AORMA claims liability for individual 

claims incurred in excess of $500,000 and up to $5,000,000 per occurrence. The reinsurance 

premiums for the years ended June 30, 2018 and 2017 were $3,188,000 and $3,066,000, respectively. 

There have been no settlements in the most recent three fiscal years that have exceeded insurance 

limits. 

For the years ended June 30, 2018 and 2017, the Authority purchased reinsurance for the campus and 

AORMA property programs provided by the Public Entity Property Insurance Program (the PEPIP). 

This transaction reinsured the campus and AORMA property programs for individual claims in excess 

of $100,000 for the AORMA program and $1,000,000 for the Campus program and up to 

$1,000,000,000 per occurrence. The reinsurance premiums for the years ended June 30, 2018 and 

2017 were $6,624,000 and $6,375,000, respectively. The coverage terms and conditions are the same 

as provided by the PEPIP in prior years. 
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(8) SELF Assessment Liability 

Prior to July 1, 2004, the Authority maintained excess workers’ compensation insurance coverage provided 

by SELF, a public entity risk pool. The Authority remains liable for assessments from SELF in settlement of 

claims incurred prior to July 1, 2004. The assessment liabilities as of June 30, 2018 and 2017 were 

$6,818,000 and $8,182,000, respectively. 

(9) Subsequent Events 

Subsequent events have been evaluated through September 21, 2018, which corresponds to the date 

when the financial statements were issued. There are no subsequent events that require disclosure. 
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Schedule 1

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of Workers’ Compensation Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s workers’ compensation contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ 39,703,000  48,494,000  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 28,399,000  25,687,000  

Decrease in provision for reinsured events of current fiscal year (26,793,000) (23,797,000) 

Decrease in provision for insured events of prior fiscal years (5,212,000) (4,526,000) 

Total incurred claims and claim adjustment expenses (3,606,000) (2,636,000) 

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year —  —  

Claims and claim adjustment expenses attributable to recoveries from

reinsured events of current fiscal year 12,862,000  12,779,000  

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (15,224,000) (18,934,000) 

Total payments (2,362,000) (6,155,000) 

Claims liability for losses and loss adjustment expenses, end of year $ 33,735,000  39,703,000  

See accompanying independent auditors’ report.
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Schedule 2

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of General Liability Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s general liability contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ 23,463,000  20,782,000  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 9,045,000  7,699,000  

Increase (Decrease) in provision for insured events of prior fiscal years 1,614,000  (727,000) 

Total incurred claims and claim adjustment expenses 10,659,000  6,972,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (5,000) —  

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (10,211,000) (4,291,000) 

Total payments (10,216,000) (4,291,000) 

Claims liability for losses and loss adjustment expenses, end of year $ 23,906,000  23,463,000  

See accompanying independent auditors’ report.
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Schedule 3

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of Industrial Disability, Nonindustrial Disability, and

Unemployment Insurance (IDL/NDL/UI) Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s IDL/NDL/UI contracts

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 14,290,000  14,366,000  

Total incurred claims and claim adjustment expenses 14,290,000  14,366,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (14,290,000) (14,366,000) 

Total payments (14,290,000) (14,366,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 4

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of Property Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s property contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 2,423,000  3,131,000  

Total incurred claims and claim adjustment expenses 2,423,000  3,131,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (2,423,000) (3,131,000) 

Total payments (2,423,000) (3,131,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 5

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of Athletic Injury Medical Expense (AIME) Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s AIME contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ 2,328,000  2,214,000  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 3,735,000  3,792,000  

Decrease in provision for insured events of prior fiscal years (285,000) (6,000) 

Total incurred claims and claim adjustment expenses 3,450,000  3,786,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (1,745,000) (1,839,000) 

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (1,646,000) (1,833,000) 

Total payments (3,391,000) (3,672,000) 

Claims liability for losses and loss adjustment expenses, end of year $ 2,387,000  2,328,000  

See accompanying independent auditors’ report.
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Schedule 6

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of Club Sports Claims Liabilities

The schedule below presents the changes in claims liabilities for the Authority’s club sports contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 44,000  42,000  

Total incurred claims and claim adjustment expenses 44,000  42,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (44,000) (42,000) 

Total payments (44,000) (42,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 7

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of AORMA Workers’ Compensation Claims Liabilities

The schedule below presents the changes in claims liabilities for the AORMA workers’ compensation contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ 3,877,000  5,944,000  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 2,627,000  3,041,000  

Decrease in provision for reinsured events of current fiscal year (2,489,000) (2,856,000) 

Decrease in provision for insured events of prior fiscal years (345,000) (703,000) 

Total incurred claims and claim adjustment expenses (207,000) (518,000) 

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year —  —  

Claims and claim adjustment expenses attributable to recoveries from

reinsured events of current fiscal year 1,411,000  1,021,000  

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (2,191,000) (2,570,000) 

Total payments (780,000) (1,549,000) 

Claims liability for losses and loss adjustment expenses, end of year $ 2,890,000  3,877,000  

See accompanying independent auditors’ report.
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Schedule 8

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of AORMA General Liability Claims Liabilities

The schedule below presents the changes in claims liabilities for the AORMA general liability contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ 1,448,000  1,493,000  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 985,000  1,085,000  

Increase (Decrease) in provision for insured events of prior fiscal years 349,000  (960,000) 

Total incurred claims and claim adjustment expenses 1,334,000  125,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (66,000) (77,000) 

Claims and claim adjustment expenses attributable to insured events

of prior fiscal years (927,000) (93,000) 

Total payments (993,000) (170,000) 

Claims liability for losses and loss adjustment expenses, end of year $ 1,789,000  1,448,000  

See accompanying independent auditors’ report.
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Schedule 9

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of AORMA Property Claims Liabilities

The schedule below presents the changes in claims liabilities for the AORMA property contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 221,000  248,000  

Total incurred claims and claim adjustment expenses 221,000  248,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (221,000) (248,000) 

Total payments (221,000) (248,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 10

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of AORMA Crime Claims Liabilities

The schedule below presents the changes in claims liabilities for the AORMA crime contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year —  24,000  

Total incurred claims and claim adjustment expenses —  24,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year —  (24,000) 

Total payments —  (24,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 11

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Supplementary Information

Reconciliation of AORMA Unemployment Insurance Program (UIP) Claims Liabilities

The schedule below presents the changes in claims liabilities for the AORMA UIP contract

for the years ended June 30:

2018 2017

Claims liability for losses and loss adjustment expenses, beginning of year $ —  —  

Incurred claims and claim adjustment expenses:

Provision for insured events of current fiscal year 1,309,000  1,131,000  

Total incurred claims and claim adjustment expenses 1,309,000  1,131,000  

Payments:

Claims and claim adjustment expenses attributable to insured events

of current fiscal year (1,309,000) (1,131,000) 

Total payments (1,309,000) (1,131,000) 

Claims liability for losses and loss adjustment expenses, end of year $ —  —  

See accompanying independent auditors’ report.
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Schedule 12

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Schedule of Net Position

June 30, 2018

(For inclusion in the California State University)

Assets:

Current assets:

Cash and cash equivalents $ 62,244  

Short-term investments 80,070,600  

Accounts receivable, net 2,887,179  

Notes receivable, current portion 489,378  

Prepaid expenses and other assets 8,873,212  

Total current assets 92,382,613  

Noncurrent assets:

Notes receivable, net of current portion 1,800,000  

Other long-term investments 51,999,615  

Total noncurrent assets 53,799,615  

Total assets 146,182,228  

Liabilities:

Current liabilities:

Accounts payable 10,626,977  

Unearned revenue 1,140,541  

Claims liability for losses and LAE, current portion 17,790,713  

Total current liabilities 29,558,231  

Noncurrent liabilities:

Claims liability for losses and LAE, net of current portion 46,916,463  

Other liabilities 5,454,649  

Total noncurrent liabilities 52,371,112  

Total liabilities 81,929,343  

Net position:

Unrestricted 64,252,885  

Total net position $ 64,252,885  

See accompanying independent auditors’ report.
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Schedule 13

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Schedule of Revenues, Expenses, and Changes in Net Position

Year ended June 30, 2018

(For inclusion in the California State University)

Revenues:

Operating revenues:

Other operating revenues $ 92,290,859  

Total operating revenues 92,290,859  

Expenses:

Operating expenses:

Instruction 8,167,050  

Research 111,230  

Public service 85,605  

Academic support 1,802,531  

Student services 1,813,403  

Institutional support 87,655,240  

Operation and maintenance of plant 1,104,817  

Auxiliary enterprise expenses 327,036  

Total operating expenses 101,066,912  

Operating income (8,776,053) 

Nonoperating revenues (expenses):

Investment expenses, net (400,213) 

Other nonoperating revenue 48,798  

Net nonoperating expenses (351,415) 

Decrease in net position (9,127,468) 

Net position:

Net position, beginning of year 73,380,353  

Net position, end of year $ 64,252,885  

See accompanying independent auditors’ report.
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Schedule 14

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Other Information

June 30, 2018

(For inclusion in the California State University)

Current Total Noncurrent Total

unrestricted current unrestricted noncurrent Total

Asset-backed securities $ 2,155  2,155  5,141,150  5,141,150  5,143,305  

Certificates of deposit 1,488  1,488  —  —  1,488  

Corporate bonds 8,426  8,426  21,294,404  21,294,404  21,302,830  

International bonds —  —  1,175,226  1,175,226  1,175,226  

Money market funds 72  72  102,977  102,977  103,049  

Mortgage-backed securities 2  2  9,348,267  9,348,267  9,348,269  

Municipal bonds 382  382  5,768,521  5,768,521  5,768,903  

Mutual funds 942  942  —  —  942  

Repurchase agreements 75  75  —  —  75  

U.S. agency securities 8,699  8,699  3,281,014  3,281,014  3,289,713  

U.S. Treasury securities 80,048,359  80,048,359  5,888,056  5,888,056  85,936,415  

Total investments $ 80,070,600  80,070,600  51,999,615  51,999,615  132,070,215  

Fair value hierarchy in investments at June 30, 2018:

Fair value measurements using

Quoted prices

in active Significant

markets for other Significant

identical observable unobservable Net asset

assets inputs inputs value

Total (Level 1) (Level 2) (Level 3) (NAV)

Asset-backed securities $ 5,143,305  —  5,143,305  —  —  

Certificates of deposit 1,488  —  1,488  —  —  

Corporate bonds 21,302,830  —  21,302,830  —  —  

International bonds 1,175,226  —  1,175,226  —  —  

Money market funds 103,049  —  —  —  103,049  

Mortgage-backed securities 9,348,269  —  9,348,269  —  —  

Municipal bonds 5,768,903  —  5,768,903  —  —  

Mutual funds 942  —  942  —  —  

Repurchase agreements 75  —  75  —  —  

U.S. agency securities 3,289,713  —  3,289,713  —  —  

U.S. Treasury securities 85,936,415  —  85,936,415  —  —  

Total investments $ 132,070,215  —  131,967,166  —  103,049  

See accompanying independent auditors’ report.
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Schedule 15

CALIFORNIA STATE UNIVERSITY

RISK MANAGEMENT AUTHORITY

Claims Development Information

(In thousands)

(Unaudited)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Net earned required contribution and investment revenues:

Earned $ 85,769  90,247  96,364  104,726  91,560  93,935  96,997  104,997  102,346  101,752  

Ceded 18,469  19,024  18,879  16,149  3,005  11,626  6,872  6,886  9,441  9,812  

Net earned $ 67,300  71,223  77,485  88,577  88,555  82,309  90,125  98,111  92,905  91,940  

Unallocated expenses $ 43,306  52,578  39,257  48,776  41,755  30,116  44,878  60,194  80,309  71,150  

Estimated incurred claims and expenses, end of policy year:

Incurred $ 28,604  57,959  63,416  57,994  59,095  59,313  60,386  56,800  60,246  63,078  

Ceded 17,996  17,118  19,834  19,575  —  —  14,527  24,959  26,653  29,282  

Net incurred $ 10,608  40,841  43,582  38,419  59,095  59,313  45,859  31,841  33,593  33,796  

Paid (cumulative) as of:

End of policy year $ 12,022  19,615  18,972  20,541  11,400  13,019  14,300  9,658  7,058  5,830  

One year later 14,801  22,697  20,457  22,295  28,965  27,549  24,260  21,005  23,554  —  

Two years later 20,511  23,082  23,664  23,853  35,942  32,559  26,281  24,800  —  —  

Three years later 19,458  24,863  28,733  25,063  38,432  41,718  27,674  —  —  —  

Four years later 20,063  25,543  29,004  25,282  40,302  43,576  —  —  —  —  

Five years later 20,385  29,061  29,461  25,330  45,884  —  —  —  —  —  

Six years later 20,624  29,370  29,617  25,390  —  —  —  —  —  —  

Seven years later 20,762  29,545  29,671  —  —  —  —  —  —  —  

Eight years later 20,804  29,612  —  —  —  —  —  —  —  —  

Nine years later 20,738  —  —  —  —  —  —  —  —  —  

Reestimated ceded claims and expenses $ 18,767  17,996  22,643  21,685  —  —  14,527  24,959  26,653  29,282  

Reestimated incurred claims and expenses:

End of policy year $ 10,608  40,841  43,582  38,419  59,095  59,313  45,859  31,841  33,593  33,796  

One year later 23,692  34,160  30,986  27,064  50,697  48,463  36,014  31,206  28,940  —  

Two years later 24,655  29,484  28,962  27,864  50,636  49,235  33,781  29,356  —  —  

Three years later 20,456  28,725  30,268  26,082  31,868  53,080  33,386  —  —  —  

Four years later 20,742  28,024  30,168  25,906  37,005  53,946  —  —  —  —  

Five years later 20,858  32,595  30,201  25,588  55,576  —  —  —  —  —  

Six years later 21,110  32,360  30,079  25,666  —  —  —  —  —  —  

Seven years later 21,154  32,491  30,157  —  —  —  —  —  —  —  

Eight years later 21,141  29,733  —  —  —  —  —  —  —  —  

Nine years later 21,131  —  —  —  —  —  —  —  —  —  

Increase (decrease) in estimated incurred claims and

expenses from end of policy year $ 10,523  (11,108) (13,425) (12,753) (3,519) (5,367) (12,473) (2,485) (4,653) —  

See accompanying independent auditors’ report.


