COLORADO INTERGOVERNMENTAL
RISK SHARING AGENCY
Denver, Colorado

BASIC FINANCIAL STATEMENTS
December 31, 2019 and 2018



TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT ..o

MANAGEMENT’S DISCUSSION AND ANALYSIS ...

BASIC FINANCIAL STATEMENTS

Statements of Net POSItION...........ciiiiii e
Statements of Revenue, Expenses and Changes in Net Position ...................
Statements of Cash FIOWS ..........ooovviiiiiiiiiiiieeeeeeeee s

Notes t0 FINANCIal StatEMENTS ... cveiieiee e eens

REQUIRED SUPPLEMENTARY INFORMATION

Reconciliation of Reserves for Unpaid Losses and Loss Adjustment

Expenses (Unaudited)...........ccoovveiiiiii e

Workers’ Compensation Pool Ten Year Loss Development Information

(8] g F= T8 T 11 1=To ) T

Property and Casualty Pool Ten Year Loss Development Information

(UNAUAITEA)..... et e e e e e e e e

SUPPLEMENTARY INFORMATION

Combining Schedule — Net Position Information..............cccccccccviiennee.

Combining Schedule - Revenue, Expenses and Changes in Net

POSItIoN INFOrMALION. ...
Combining Schedule - Cash Flow Information............cccccoouviiiiiiiiiiiinniniinee,



CliftonLarsonAllen LLP
CLAconnect.com

INDEPENDENT AUDITORS' REPORT

Board of Directors
Colorado Intergovernmental Risk Sharing Agency
Denver, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of Colorado Intergovernmental Risk Sharing
Agency, as of and for the years ended December 31, 2019 and 2018, and the related notes to the
financial statements, which collectively comprise the entity’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.

A member of
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Board of Directors
Colorado Intergovernmental Risk Sharing Agency

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Colorado Intergovernmental Risk Sharing Agency as of December 31, 2019 and
2018, and the changes in its financial position and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, reconciliation of reserves for unpaid losses and loss
adjustment expenses, and the ten year loss development information on pages Ill-VIll and 27-29 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 audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Colorado Intergovernmental Risk Sharing Agency’s basic financial
statements. The combining schedules on pages 30-35 are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining schedules are the
responsibility of management and were derived from and relate 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, the combining schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Wm«m% L7

CliftonLarsonAllen LLP

Greenwood Village, Colorado
May 8, 2020



MANAGEMENT'S DISCUSSION AND ANALYSIS

The Colorado Intergovernmental Risk Sharing Agency (the Agency or CIRSA) herein sets forth a
narrative overview and analysis of its financial activities for the fiscal years ended December 31, 2019
and 2018.

Overview of the Financial Statements

This overview is an introduction to the Agency's financial statements. The Agency’s financial
statements consist of three components: (1) basic financial statements, (2) notes to the basic financial
statements, and (3) required supplementary information that includes ten-year loss development
information and combining schedules.

The Statements of Net Position present information regarding the Agency’s assets and liabilities, with
the difference between the two being reported as Net Position.

The Statements of Revenue, Expenses, and Changes in Net Position present the financial results of
operations for the Agency for the two most recent fiscal years. This statement presents information
showing how the Net Position changed during the two most recent fiscal years. All changes in Net
Position are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of the cash flows. Thus, revenues and expenses are reported in this statement for some
items that will result in cash flows in future fiscal periods.

The Statements of Cash Flows detail the cash used and provided by the various activities of the
Agency during the fiscal year. However, this statement does not consider unpaid responsibilities that
have been established by contract or other underlying events during the fiscal year.

Analysis of Financial Position

The following is a comparison of the financial position of the Agency at December 31, 2019 to
December 31, 2018 and December 31, 2018 to December 31, 2017.

2019 2018 Change
Assets:
Cash, investments, and accrued
investment income $ 80,357,222 $ 73,548,517 $ 6,808,705
Capital assets, net 3,896,093 4,190,911 (294,818)
Other current assets 3,101,530 5,920,018 (2,818,488)
Total assets 87,354,845 83,659,446 3,695,399
Liabilities:
Reserves for unpaid losses and loss
adjustment expenses 35,055,172 31,296,241 3,758,931
Other current liabilities 2,324,985 1,818,712 506,273
Total liabilities 37,380,157 33,114,953 4,265,204
Net position:
Invested in capital assets 3,896,093 4,190,911 (294,818)
Restricted 521,329 508,122 13,207
Unrestricted 45,557,266 45,845,460 (288,194)

Total net position $ 49,974,688 $ 50,544,493 $  (569,805)




2018 2017 Change

Assets:
Cash, investments, and accrued
investment income $ 73,548,517 $ 79,928,631 $ (6,380,114)
Capital assets, net 4,190,911 4,387,910 (196,999)
Other current assets 5,920,018 3,451,742 2,468,276
Total assets 83,659,446 87,768,283 (4,108,837)
Liabilities:
Reserves for unpaid losses and loss
adjustment expenses 31,296,241 32,518,728 (1,222,487)
Other current liabilities 1,818,712 1,458,848 359,864
Total liabilities 33,114,953 33,977,576 (862,623)
Net position:
Invested in capital assets 4,190,911 4,387,910 (196,999)
Restricted 508,122 524,672 (16,550)
Unrestricted 45,845,460 48,878,125 (3,032,665)
Total net position $ 50,544,493 $ 53,790,707 $ (3,246,214)

Net position as of December 31, 2019, has decreased by approximately $0.6 million from the prior year.
This decrease has resulted from an increase of approximately $3.7 million in assets, offset by an
increase in liabilities of approximately $4.3 million. The liability increase is mainly due to a $3.8 million
increase in reserves for unpaid losses and loss adjustment expenses. This reserve is an estimate of
unpaid claims resulting from events that have occurred on or before December 31, 2019 and 2018.
That estimate is determined by an independent actuarial study that considers the Agency’s historical
experience and loss trends.

As of December 31, 2018, net position has decreased by approximately $3.2 million from the prior year.
The decrease has resulted from an approximately $0.9 million decrease in liabilities and a $4.1 million
decrease in assets. The liability increase is mainly due to a $1.2 million decrease in reserves for unpaid
losses and loss adjustment expenses. This reserve is an estimate of unpaid claims resulting from
events that have occurred on or before December 31, 2018 and 2017. That estimate is determined by
an independent actuarial study that considers the Agency'’s historical experience and loss trends.



Results of Operations

The following is a comparison of the Agency’s Results of Operations for 2019 to 2018 and 2018 to

2017.
2019 2018
Actual Actual Change
Revenues:
Member contributions, net $ 26,395,018 $ 26,311,315 $ 83,703
Investment income, net 2,984,280 1,122,525 1,861,755
Total revenues 29,379,298 27,433,840 1,945,458
Expenses:
Losses and loss adjustment expenses 19,514,339 20,162,656 (648,317)
General and administrative 9,643,493 9,593,205 50,288
Total expenses 29,157,832 29,755,861 (598,029)
Income (loss) before distributions 221,466 (2,322,021) $ 2,543,487
2018 2017
Actual Actual Change
Revenues:
Member contributions, net 26,311,315 25,948,155 $ 363,160
Investment income, net 1,122,525 836,458 286,067
Total revenues 27,433,840 26,784,613 649,227
Expenses:
Losses and loss adjustment expenses 20,162,656 14,429,614 5,733,042
General and administrative 9,593,205 9,219,669 373,536
Total expenses 29,755,861 23,649,283 6,106,578

(Loss) income before distributions $ (2,322,021) $ 3,135330 $ (5457,351)

Member contributions increased from 2018 to 2019 as the pools rates increased, and there was one
additional member of both the property/casualty and workers’ compensation pools in 2019.

Net investment income increased from 2018 to 2019 primarily due to an increase in market value and
an increase in interest and dividends received from investments in 2019.

The decrease in loss and loss adjustment expenses from 2018 to 2019 relates to the provision for
covered events of both current and prior years. That provision for covered events of the current year
increased in both 2018 and 2019, the increase was supplemented by a decrease in the change in
provision for covered events of prior years in both 2018 and 2019.

Although pool rates declined, member contributions increased from 2017 to 2018 as there are six
additional members of the property/casualty pool in 2018.

Net investment income increased from 2017 to 2018 primarily due to an increase in interest and
dividends received from investments in 2018.



The increase in loss and loss adjustment expenses from 2017 to 2018 relates to the provision for
covered events of both current and prior years. That provision for covered events of the current year
increased in both 2017 and 2018, the increase was supplemented by a decrease in the change in
provision for covered events of prior years in both 2017 and 2018.

Changes in Net Position
The following details the items that generated the change in net position during 2019, 2018, and 2017.

2019 2018 2017
Beginning net position $ 50,544,493 $ 53,790,707 $ 51,199,536
(Loss) income before distributions 221,466 (2,322,021) 3,135,330
Distributions and credits to members (791,271) (924,193) (544,159)
Ending net position $ 49,974,688 $ 50,544,493 $ 53,790,707

The 2019 and 2018 income are explained above. Distributions and credits include loss control audit
credits, which are made to members with good safety programs. All the distributions and credits were
made to member entities.

The Agency annually updates a target balance for net position. If net position exceeds the target, the
Board may approve a distribution back to the members. Since this distribution program was
implemented in 1988, $26.5 million has been returned to members through 2007. The Agency did not
distribute any amounts under this program during 2008. Since 2009, even though the Agency did not
exceed its target, the Board declared annual equity distributions to members who renewed for coverage
years 2010 through 2015.

Until 2017, the target included an amount to increase the confidence level of reserves for unpaid losses
and loss adjustment expenses and an amount to generate income to fund certain member credit
programs. The Agency’s policy was to maintain a net position balance to increase the confidence level
on reserves for unpaid losses and loss adjustment expenses from the expected value to a 95%
confidence level, as determined annually by an independent actuarial study.

In 2017, PriceWaterhouseCoopers LLP conducted a comprehensive study, which identified and
guantified specific financial risks facing the Agency including underwriting risk, reserving risk, asset and
credit risk and operational risk. A target net position policy was established by the Board to set a
minimum target net position equal to a 1-in-200 year occurrence and a maximum target net position as
two times a 1-in-200 year occurrence. Briefly, a 1-in-200 year occurrence is defined as a financial event
occurring in the next one year time horizon for which there is a 0.5% chance that the Agency’s financial
risks will fully deplete the Agency’s net position. The policy states that if net position exceeds the
maximum target, the amount above that maximum will be returned to members. The Agency’s net
position falls below the target net position range.

In 2019, PriceWaterhouseCoopers LLP updated the study, resulting in a new target net position range.



Capital Assets

At the end of 2019, the Agency had invested $3.9 million in a range of capital assets, primarily a home
office building and computer equipment. The additions to the capital assets were exceeded by

deductions for depreciation.

2019 2018 Change
Land 750,400 750,400 $ -
Buildings and improvements 2,883,795 3,116,458 (232,663)
Machinery and equipment - 466 (466)
Furniture and fixtures 3,756 13,023 (9,267)
Telephone system 22,339 34,506 (12,167)
Computer equipment 235,803 276,058 (40,255)
3,896,093 4,190,911 $  (294,818)
2018 2017 Change
Land 750,400 750,400 $ -
Buildings and improvements 3,116,458 3,321,625 (205,167)
Machinery and equipment 466 993 (527)
Furniture and fixtures 13,023 23,803 (10,780)
Telephone system 34,506 - 34,506
Computer equipment 276,058 291,089 (15,031)
4,190,911 4,387,910 $  (196,999)

No major capital additions were made in 2019.

More detailed information about the Agency's capital assets is presented in Note 7 to the financial

statements.

Economic Factors

The following important economic factors should be considered when evaluating the financial position
and operating results of the Agency.

Loss and loss adjustment expenses and the corresponding reserve are based on estimates that are
subject to inherent variability caused by the nature of the insurance process. The potentially long period
between the occurrence of an insured event and the final settlement of a claim and the possible effects
of changes in the legal, social, and economic environments contribute to this variability. In response to
this uncertainty, the Agency continually reviews these estimates, obtains independent actuarial studies,
and adjusts the estimates as necessary as experience develops or new information becomes known.
Such adjustments are made in current operations. Also, the Agency maintains a balance in net position,
which increases funding of unpaid claim responsibilities to a 95% confidence level, as determined by
independent actuarial studies.

VI



Investments in debt securities consist of United States government and corporate obligations, which
are carried at fair value. The fair value of investments is subject to volatility due to market conditions,
such as market interest rates. An increase in market interest rates will cause a reduction in the fair
value of debt securities already held and impact the Agency’s financial position by creating unrealized
losses. Conversely, a decrease in market interest rates will cause an increase in the fair value of debt
securities already held and impact the Agency’s financial position by creating unrealized gains. The
Agency adheres to an investment policy and applicable Colorado statutes to maintain a high-quality
portfolio. These investments are monitored regularly and managed with the assistance of a professional
advisory firm.

Subsequent to year end, the World Health Organization declared the spread of Coronavirus Disease
(COVID-19) a worldwide pandemic. The COVID-19 pandemic is having significant effects on global
markets, supply chains, businesses, and communities. Specific to CIRSA, COVID-19 may impact
various parts of its 2020 operations and financial results including but not limited to costs for emergency
preparedness, potential shortages of personnel, and impact on claims from members. Management
believes CIRSA is taking appropriate actions to mitigate the negative impact. However, the full impact
of COVID-19 is unknown and cannot be reasonably estimated as these events occurred subsequent to
year end and are still developing. Additionally, both domestic and international equity markets have
experienced significant declines. These losses are not reflected in the financial statements as of and
for the year ended December 31, 2019 as these events occurred subsequent to year end and are still
developing.

Contacting the Agency’s Financial Management

This financial report is designed to provide our members, regulators and other interested parties with a
general overview of the Agency's finances and to demonstrate the Agency's accountability for the
money it receives. If you have questions about this report or need additional financial information,
contact the Agency’s Finance Department, 3665 Cherry Creek North Drive, Denver, CO 80209.

VI
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
STATEMENTS OF NET POSITION
December 31, 2019 and 2018

Assets 2019 2018

Current assets:
Investments in debt securities, at fair value
(amortized cost of $13,305,547 and $15,181,245

at December 31, 2019 and 2018, respectively) $ 13,320,129 $ 15,063,790
Cash and cash equivalents 21,800,063 3,360,220
Accrued investment income 288,781 301,596
Receivable from members 607,778 1,104,304
Excess insurance receivable, net 2,208,205 4,547,072
Prepaid expenses 282,412 266,324
Other assets 3,135 2,318

Total current assets 38,510,503 24,645,624

Noncurrent assets:
Investments in debt securities, at fair value
(amortized cost of $43,520,806 and $54,838,808

at December 31, 2019 and 2018, respectively) 44,250,348 54,125,010
Deposit with NLC Mutual Insurance Company 697,901 697,901
Capital assets, net 3,896,093 4,190,911

Total noncurrent assets 48,844,342 59,013,822
Total assets $ 87,354,845 $ 83,659,446

Liabilities and Net Position
Current liabilities:
Reserves for unpaid losses and loss adjustment expenses,

net of excess insurance recoverables $ 12,621,000 $ 10,255,000
Accounts payable and accrued liabilities 1,150,315 559,169
Member credits payable 1,076,350 1,168,489
Special contribution plan deposits 25,000 25,000
Unearned member contributions 73,320 66,054

Total current liabilities 14,945,985 12,073,712

Noncurrent liabilities:
Reserves for unpaid losses and loss adjustment expenses,

net, of excess insurance recoverables 22,434,172 21,041,241
Total noncurrent liabilities 22,434,172 21,041,241

Total liabilities 37,380,157 33,114,953

Net position:

Invested in capital assets 3,896,093 4,190,911
Restricted 521,329 508,122
Unrestricted 45,557,266 45,845,460
Total net position 49,974,688 50,544,493

Total liabilities and net position $ 87,354,845 $ 83,659,446

The accompanying notes are an integral part of the basic financial statements.
1



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
STATEMENTS OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION
Years ended December 31, 2019 and 2018

2019 2018

Operating revenues:
Member contributions earned (net of excess insurance and
reinsurance premiums and brokerage commissions of
$11,560,272 and $8,914,368 in 2019 and 2018, respectively) $ 26,395,018 $ 26,311,315

Total operating revenues 26,395,018 26,311,315

Operating expenses:

Losses and loss adjustment expenses 19,514,339 20,162,656
General and administrative 9,643,493 9,593,205
Total operating expenses 29,157,832 29,755,861
Operating loss (2,762,814) (3,444,546)
Nonoperating revenue:
Net investment income 2,984,280 1,122,525
Income (Loss) before distributions 221,466 (2,322,021)
Distributions and credits to members and withdrawn
members (791,271) (924,193)
Decrease in net position (569,805) (3,246,214)
Net position, beginning of year 50,544,493 53,790,707
Net position, end of year $ 49,974,688 $ 50,544,493

The accompanying notes are an integral part of the basic financial statements.
2



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

STATEMENTS OF CASH FLOWS
Years ended December 31, 2019 and 2018

Cash flows from operating activities:
Contributions collected from members, net of excess
insurance premiums and brokerage commissions paid
Other amounts collected
Losses and loss adjustment expenses paid, net
General and administrative expenses paid

Net cash used in operating activities
Cash flows from noncapital financing activities:
Distributions and credits to members
Cash flows from capital and related financing activities:
Purchase of capital assets

Net cash used in capital and related financing activities:

Cash flows from investing activities:
Purchases of investments
Proceeds from call or sales of investments
Proceeds from maturities of investments
Investment income collected, net
Net cash provided by provided by investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating income to

net cash provided by operating activities:
Operating (loss) income

Adjustments to reconcile operating income to net cash provided by

operating activities:
Depreciation and amortization
Changes in operating assets and liabilities:
Receivable from members
Excess insurance receivable
Prepaid expenses and other assets

Reserves for unpaid losses and loss adjustment expenses

Accounts payable and accrued liabilities
Unearned member contributions

Net cash used in operating activities

The accompanying notes are an integral part of the basic financial statements.

3

2019

2018

$ 26,397,696 $ 26,340,688

296,989 1,923
(12,920,031)  (23,869,237)
(9,000,547)  (9,187,883)
4,774,107 (6,714,509)

(883,410) (556,904)
(66,270) (231,226)
(66,270) (231,226)
(11,283,537)  (21,283,899)
19,024,999 21,502,012
5,373,735 5,460,000
1,500,219 1,332,461
14,615,416 7,010,574
18,439,843 (492,065)
3,360,220 3,852,285

$ 21,800,063 3,360,220
$ (2,762,814) $ (3,444,546)
361,088 428,225
496,527 (93,388)
2,338,867 (2,395,745)
(16,903) 20,857
3,758,931 (1,222,487)
591,145 (10,804)
7,266 3,379

$ 4,774,107 (6,714,509)




COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Colorado Intergovernmental Risk Sharing Agency

Colorado Intergovernmental Risk Sharing Agency (CIRSA or the Agency) was formed January 1, 1991,
by the combination of the Colorado Intergovernmental Risk Sharing Agency Property and Casualty
Pool (Property and Casualty Pool or CIRSA/PC) and the Colorado Intergovernmental Risk Sharing
Agency for Workers’ Compensation Pool (Workers’ Compensation Pool or CIRSA/WC). The Property
and Casualty Pool was originally formed January 1, 1982 to provide property and liability coverages
and related services for its member municipalities. The Workers’ Compensation Pool was originally
formed January 1, 1988 to provide workers’ compensation coverages and related services for its
member municipalities. The combination was made pursuant to authorization by the board of directors
and by a vote of the membership, and accordingly, the financial statements are presented on the
Agency as a single entity.

Membership in CIRSA is evidenced by execution of the Bylaws and Intergovernmental Agreement. At
December 31, 2019, CIRSA membership consisted of 231 municipalities and 45 special districts. There
were 273 members of the Property and Casualty Pool and 144 members of the Workers’
Compensation Pool with 141 being members of both pools. At December 31, 2019, 198 member
municipalities have populations of less than 10,000; 23 member municipalities have populations
between 10,000 and 40,000; and 10 member municipalities have populations between 40,000 and
135,000. Based on earned premium, approximately 74% relates to property and casualty and 26%
relates to workers’ compensation coverage. CIRSA’s general objectives are to provide member
municipalities and special districts defined property and liability and/or workers’ compensation
coverages through joint self-insurance and excess insurance. Any member may withdraw from CIRSA
by giving written notice to the board of directors of the prospective effective date of its withdrawal.
Members may be admitted by a vote of the board of directors absent a membership request to deny
admittance. CIRSA's rate-setting policies are established by the board of directors, in consultation with
independent actuaries. The board of directors may credit members’ future contributions if the board
considers total net position exceeds business needs. Although it has never occurred, CIRSA member
municipalities and special districts are subject to a supplemental assessment in the event of a
deficiency. In addition to the coverage described above, the board of directors has authorized CIRSA to
provide claims administration and loss control services to Colorado nonmember public entities. At
December 31, 2019 and 2018, the Agency was not providing this service to any other nonmember
public entity.

Reporting Entity and Fund Type

The Agency has no component units using the criteria as set forth in accounting principles generally
accepted in the United States of America, set forth by the Governmental Accounting Standards Board
(GASB). The Agency is a public entity risk pool and is accounted for as an enterprise fund (a
business-type activity).

Basis of Presentation

The accompanying basic financial statements have been prepared using the flow of economic
resources measurement focus and the accrual method of accounting, in accordance with accounting
principles generally accepted in the United States of America. The Property and Casualty Pool and
Workers’ Compensation Pool are accounted for separately for the purpose of identifying economic
funds and member interests but are presented as a single entity in the accompanying basic financial
statements. All inter-pool accounts and transactions have been eliminated.

4



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of basic financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reporting period. Significant estimates include the reserves for unpaid losses and loss
adjustment expenses. Actual results could differ from those estimates.

Net Position
Net position is classified as follows:

Invested in capital assets: This represents the total investment in capital assets net of accumulated
depreciation. There is no outstanding debt related to these capital assets.

Restricted net position: Restricted net position includes amounts that are on deposit with the Division of
Insurance of the State of Colorado to satisfy regulatory requirements.

Unrestricted net position: Unrestricted net position represents resources from the continuing operations
of the Agency that are not invested in capital assets or restricted as to use by an external third party.

When both restricted and unrestricted resources are available for use, it is the Agency’s policy to use
unrestricted resources first, then restricted, as needed.

Classification of Revenues and Expenses

The Agency has classified revenues and expenses as either operating or nonoperating according to the
following criteria:

Operating revenues and expenses: Revenues and expenses that result from providing property and
liability coverages, workers’ compensation coverage, claims administration, and loss control services
and related services for member municipalities and nonmember public entities.

Nonoperating revenues and expenses: Revenues and expenses that are not included as operating
revenues or expenses. Nonoperating revenues include investment income.

Investments

Investments in debt securities consist of United States government and corporate obligations and are
carried at fair value, which is based upon quoted market prices.

The Agency accounts for its investments in accordance with GASB Statement No. 72, Fair Value
Measurement and Application (GASB 72). GASB 72 requires governmental entities to report
investments at fair value in the statement of net positon. Fair value is the amount at which a financial
instrument could be exchanged in a current transaction between willing parties, other than in a forced
or liquidation sale.

The amortization of bond premium or discount is calculated using the effective interest method taking
into consideration specified interest and principal provisions over the life of the bond. Bonds containing
call provisions are amortized to the call or maturity value or date that produces the lowest asset value.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The classification of investments as current or noncurrent is based on the maturity date of the security
and the ability to be used to pay current obligations. Generally, investments maturing within a year are
classified as current.

All investment income, including changes in the fair value of investments, is recognized as revenue (or
expense) in the statements of revenue, expenses, and changes in net position. Gains and losses on
investments sold are realized in operations and are computed based on the specific-identification
method. Realized gains and losses on investments that had been held in more than one fiscal year and
sold in the current year were included as a change in the fair value of investments reported in the prior
year(s) and the current year.

Cash and Cash Equivalents

For purposes of the statements of cash flows, cash and cash equivalents include cash on deposit,
money market funds, and other investments with maturities of three months or less at the date of
acquisition. The Agency’s cash on deposit amounts are held in Colotrust and Wells Fargo accounts.

Cash deposits in non-interest bearing accounts are insured up to $250,000 by the Federal Deposit
Insurance Corporation for 2019 and 2018, respectively. At December 31, 2019 and 2018, the Agency’s
cash deposits in non-interest bearing accounts had balances of $2,929,438 and $4,199,267,
respectively. Also, these amounts, in addition to cash deposits in interest bearing accounts, are
collateralized by securities held by another institution or held in trust, as required by the provisions of
the Public Deposit Protection Act.

Capital Assets

Capital assets are stated at cost at the date of acquisition. CIRSA’s capitalization policy includes all
items with a value of $2,500 or more, and an estimated useful life of greater than one year.
Depreciation is calculated using the straight-line method over the estimated useful lives of the assets
as follows:

Useful life
Asset class in years
Buildings and improvements 30 years
Machinery and equipment 3 years
Furniture and fixtures 5 years
Telephone system 3 years
Computer equipment 3-5 years

Member Contributions

Member contributions are earned on a pro rata basis over the applicable contract periods. The period
over which risk protection is provided is generally consistent with the contract period, and the contract
periods are consistent with the Agency'’s fiscal year-end. The members’ coverages are continuous until
canceled. At December 31, 2019 and 2018, there are no contract acquisition costs that should be
deferred. Member contributions receivable, if significantly aged, can be recovered by withholding
applicable credits. As such, no allowance is recorded and no receivables are written off. The Agency
considers anticipated investment income in determining if a premium deficiency exists.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Excess Insurance and Reinsurance

The cost of excess insurance and reinsurance coverage is charged to income ratably over the period of
coverage and is reported as a reduction of member contributions earned. Losses, loss adjustment
expenses, and the reserves for loss and loss adjustment expenses are reported net of reinsured
amounts.

Reserve for Unpaid Losses and Loss Adjustment Expenses

The reserve for unpaid losses and loss adjustment expenses represents the estimated ultimate net cost
of all claims reported, plus claims incurred and not reported and the related loss adjustment expenses,
including the effects of inflation and other societal and economic factors. The Agency does not discount
reserves for unpaid losses and loss adjustment expenses. The reserve for unpaid losses and loss
adjustment expenses is estimated by an independent third-party actuary using individual case-basis
valuations and statistical analysis. Those estimates are subject to inherent variability caused by the
nature of the insurance process. The potentially long period between the occurrence of an insured
event and the final settlement of a claim and the possible effects of changes in the legal, social, and
economic environments contribute to this variability. Although considerable variability is inherent in the
estimates of ultimate losses and loss adjustment expenses and the resulting reserves, management
believes that the reserves for unpaid losses and loss adjustment expenses are adequate. The
estimates are continually reviewed and adjusted as necessary as experience develops or new
information becomes known; such adjustments are included in current operations. The reserve for
unpaid losses and loss adjustment expenses is classified as current or noncurrent based on an
independent actuarial estimate of the amount of losses and loss adjustment expenses to be paid in the
next year.

Income Taxes

The Agency provides an essential governmental function to its members as described in Section 115 of
the Internal Revenue Code, and accordingly, its revenue is exempt from federal and state income
taxes. The Agency has received a determination letter regarding its tax status from the Internal
Revenue Service. Therefore, the accompanying basic financial statements do not include a provision
for income taxes.

Administration Fee

Most general and administrative expenses of CIRSA are recorded by CIRSA/PC, which charges an
administration fee to CIRSA/WC for its share of these expenses. Administration fees, which were
$1,925,413 and $1,628,005 during 2019 and 2018, respectively, are eliminated in the accompanying
basic financial statements.



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Member Credits Payable

Each year, CIRSA’s board of directors declares and allocates various credits to members. As of
December 31, 2019, and 2018, member credits payable consists of the following:

2019 2018
Loss control credit accounts $ 1,054536 $ 1,147,060
Equity credits held for deductibles 21,814 21,429

$ 1,076,350 $ 1,168,489

Loss Control Credit Accounts

The Loss Control Credit Accounts Program was designed to encourage members to establish and
implement safety-related programs. During 2019 and 2018, the board of directors designated $928,808
and $923,636, respectively, to be allocated to members based on the results of an annual loss control
audit performed by CIRSA. Members receive a “score” for loss control activities during the year and the
total loss control credit is allocated to members based on this score. Members can apply their credit to
future contributions, receive a cash payment, or receive loss control credits, which can be applied to the
purchase of safety-related items. Undistributed amounts in loss control credit accounts were
$1,054,536 and $1,147,060 at December 31, 2019 and 2018, respectively.

Equity Credits

In prior years, the CIRSA board awarded equity credits for members of the property and casualty pool
when the net position of the pool was considered to have exceeded business needs. Members may
retain these distributions in the pools so that the credits can be applied against future deductible
payments and the credits earn interest. Interest of $385 and $557 was credited in 2019 and 2018,
respectively. The equity credits held for deductibles payable at December 31, 2019 and 2018 were
$21,814 and $21,429, respectively. The equity credits to be paid to members were $0 at December 31,
2019 and 2018, respectively.

Vacation and Sick Pay

Agency employees earn sick leave at a rate of eight hours per month. Accumulated sick leave in
excess of 520 hours is payable at one-half of the cash value at year-end.

For their first 20 years of service, employees are entitled to 10 to 20 days of vacation leave per year
depending on their length of service. For each additional year of service over 20, an additional vacation
day is added to their annual vacation leave. Unused vacation leave is paid to the employee upon
termination.

Vacation pay and excess sick pay is recorded as an expense when earned by Agency employees. At
December 31, 2019 and 2018, accrued vacation and sick pay aggregated $216,947 and $217,365,
respectively. Such amounts are included in accounts payable and accrued liabilities on the
accompanying statements of net position.



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS

The Agency'’s investments in debt securities at December 31 are summarized as follows:

2019:
U.S. Treasury securities
U.S. Government agency obligations
Corporate obligations
Mortgage backed securities
Supranational securities

Total

2018:
U.S. Treasury securities
U.S. Government agency obligations
Corporate obligations
Municipal bonds
Mortgage backed securities
Supranational securities
Negotiable Certificates of deposit

Gross Gross

Amortized unrealized unrealized Fair

cost gains losses value
$ 35,734,295 $ 583,277 $ (38,189) $ 36,279,383
3,600,974 66,249 (4,207) 3,663,016
12,221,523 72,942 (2,058) 12,292,407
1,141,607 14,833 (2,073) 1,154,367
4,127,954 53,350 - 4,181,304
$ 56,826,353 $ 790,651 $ (46,527) $ 57,570,477
$ 35,693,271 $ 36,652 % (470,127) $ 35,259,796
10,197,847 14,947 (120,407) 10,092,387
17,092,225 - (269,075) 16,823,150
1,430,809 - (9,941) 1,420,868
885,592 - (20,201) 865,391
4,120,377 12,667 (2,484) 4,130,560
599,932 - (3,284) 596,648
$ 70,020,053 $ 64,266 $ (895,519) $ 69,188,800

Fair values represent quoted market value prices for securities traded in the public marketplace. The
Agency'’s investment holdings are primarily classified per GASB 72, as Level 2 inputs within the Fair
Value hierarchy, except for U.S. Treasury securities investment holdings that are classified as Level 1

inputs within the Fair Value hierarchy.

Fair value is defined 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. It establishes a hierarchy
for fair value measurements based upon the inputs to the valuation and the degree to which they are
observable or not observable in the market. The three levels in the hierarchy are as follows:

e Level 1 — Inputs to the valuation are based upon quoted prices (unadjusted) for identical assets
or liabilities in active markets that are accessible as of the measurement date.

o Level 2 — Inputs to the valuation include quoted prices in either markets that are not active, or in
active markets for similar assets or liabilities, inputs other than quoted prices that are
observable, and inputs that are derived principally from or corroborated by observable market

data.

o Level 3 - Inputs to the valuation are unobservable inputs for the asset or liability.



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

The fair value measurement level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. Valuation techniques used need to maximize the
use of observable inputs and minimize the use of unobservable inputs.

Financial assets measured at fair value on a recurring basis are reflected in the Agency’s balance sheet
at December 31, 2019 as follows:

Fair Value Measurement Using

12/31/2019 Level 1 Level 2 Level 3
2019:
U.S. Treasury securities $ 36,279,383 $ 36,279,383 $ - $ -
U.S. Government agency obligations 3,663,016 - 3,663,016 -
Corporate obligations 12,292,407 - 12,292,407 -
Mortgage backed securities 1,154,367 - 1,154,367 -
Supranational securities 4,181,304 - 4,181,304 -
Total $ 57,570,477 $ 36,279,383 $21,291,094 $ -
Financial assets that are not leveled:
NLC Mutual Insurance Company $ 697,901
Colotrust 20,006,735

Financial assets measured at fair value on a recurring basis are reflected in the Agency’s balance sheet
at December 31, 2018 as follows:

Fair Value Measurement Using

12/31/2018 Level 1 Level 2 Level 3
2018:
U.S. Treasury securities $ 35,259,796 $ 35,259,796 $ - $ -
U.S. Government agency obligations 10,092,387 - 10,092,387 -
Corporate obligations 16,823,150 - 16,823,150 -
Municipal bonds 1,420,868 - 1,420,868 -
Mortgage backed securities 865,391 - 865,391 -
Supranational securities 4,130,560 - 4,130,560
Negotiable Certificates of deposit 596,648 - 596,648 -
Total $ 69,188,800 $ 35,259,796 $33,929,004 $ -
Financial assets that are not leveled:
NLC Mutual Insurance Company 697,901
Colotrust 2,159,109
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INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

A summary of the amortized cost and fair value of the Agency’s investments in debt securities at
December 31, 2019 and 2018, by contractual maturity, is as follows:

Maturity:
Due in one year or less

Due after one through five years
Due after five through ten years

Due after ten years

Maturity:
Due in one year or less

Due after one through five years
Due after five through ten years

Due after ten years

2019

Amortized
Cost

Fair Value

$ 13,305,547 $ 13,320,129

35,493,574 35,946,675
7,750,147 8,021,898
277,085 281,775

$ 56,826,353 $ 57,570,477

2018

Amortized
Cost

Fair Value

$ 15,181,245 $ 15,063,790

48,917,916 48,359,290
5,562,299 5,409,915
358,593 355,805

$ 70,020,053 $ 69,188,800

As of December 31, 2019, the Agency had the following investments:

Remaining maturity (in years)

Fair Less
Investment type value than 1 1-5 6-10 Over 10

U.S. Treasury securities $ 36,279,383 $ 6,582,440 $ 24,130,395 $ 5,566,548 -

U.S. Government agency obligations 3,663,016 1,385,487 694,771 1,582,758 -

Corporate obligations 12,292,407 4,852,600 7,439,807 - -
Mortgage backed securities 1,154,367 - - 872,592 281,775

Supranational secutiries 4,181,304 499,602 3,681,702 - -
57,570,477 13,320,129 35,946,675 8,021,898 281,775

Local government investment pool 20,006,735 20,006,735 - - -
$ 77577212 $ 33,326,864 $ 35,946,675 $ 8,021,898 $ 281,775
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

As of December 31, 2018, the Agency had the following investments:

Remaining maturity (in years)

Fair Less
Investment type value than 1 1-5 6-10 Over 10

U.S. Treasury securities $ 35259,796 $ 2,376,956 $ 29,499,371 $ 3,383,469 -
U.S. Government agency obligations 10,092,387 5,424,542 3,346,171 1,188,247 133,427
Corporate obligations 16,823,150 5,244,776 11,383,188 195,186 -
Municipal bonds 1,420,868 1,420,868 - - -
Mortgage backed securities 865,391 - - 643,013 222,378
Supranational secutiries 4,130,560 - 4,130,560
Certificates of deposit 596,648 596,648 - - -

69,188,800 15,063,790 48,359,290 5,409,915 355,805
Local government investment pool 2,159,109 2,159,109 - - -

$ 71347909 $ 17,222,899 $ 48,359,290 $ 5,409,915 $ 355,805

As of December 31, 2019, and 2018, the Agency had invested in the Colorado Local Government
Liquid Asset Trust (COLOTRUST) (the Trust), an investment vehicle established for local government
entities in Colorado to pool surplus funds. The State Securities Commissioner administers and enforces
all State statutes governing the Trust. The Trust records its investments at fair value and the Agency
records its investment in the Trust using the net asset value method. There are no unfunded
commitments, the redemption frequency is daily and there is no redemption notice period.

Interest Rate Risk

As a means of limiting its exposure to fair value losses arising from rising interest rates, the Agency
matches the duration of its bond portfolio to the corresponding liabilities. The applicable duration is
determined by an annual actuarial study. Callable bonds are considered in the duration calculation at
their call date, if deemed to be priced to be called. Additionally, the Agency’s investment policy limits
the maturity of bonds to fifteen years from the date of purchase.

Credit Risk

At December 31, 2019 and 2018, the Agency’s holdings of U.S. agency obligations were rated AA+ by
Standard & Poor's and Aaa by Moody’s Investors Service. COLOTRUST has been rated AAAM by
Standard & Poor’s at December 31, 2019 and 2018.

State law limits investments in corporate bonds to those that carry at least two credit ratings from any of
the nationally recognized credit rating agencies that are not rated below “AA- or Aa3” upon purchase.
State law limits investments in municipal bonds to those that carry at least two credit ratings from any of
the nationally recognized credit rating agencies that are not rated below “AA” upon purchase. Further,
state law limits investments in commercial paper to those that carry at least two credit ratings from any
of the nationally recognized credit rating agencies that are not rated below “Al, P1 or F1" upon
purchase. Each of the Agency’s corporate bonds, municipal bonds and commercial paper meets or
exceeds these criteria upon purchase. Most of the Agency’'s corporate bonds, municipal bonds and
commercial paper remain at or above these criteria as of December 31, 2019 and 2018. However,
corporate bonds of IBM Corp and General Electric Corp have subsequently fallen below these criteria.
The Agency continues to monitor these investments closely.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

Rating as of
December 31,
Corporate obligations Amount 2019
Chevron Corp $ 2,402,513 AA
Apple Inc 832,003 AA+
Toyota Motor Credit 1,351,165 AA-
Walmart Stores Inc 1,388,577 AA
Microsoft Corp 731,453 AAA
WestPac Banking Corp 694,673 AA-
Colgate-Palmolive Company 1,110,623 AA-
Procter & Gamble Company 611,683 AA-
Johnson & Johnson Corp 452,751 AAA
Royal Bank of Canada 591,127 AA-
Bershire Hathaway Finance 487,076 AA
General Electric Corp 510,569 BBB+
IBM Corp 451,639 A
Exxon Mobile 676,555 AA+
Total $ 12,292,407
Rating as of
December 31,
U.S. Government Agency Obligations Amount 2019
Federal National Mortgage Association $ 2,463,601 AA+
Federal Home Loan Bank 694,770 AA+
Federal Farm Credit Bank 504,645 AA+
$ 3,663016
Rating as of
December 31,
U.S. Treasury Securities Amount 2019
U.S. Treasury $ 36,279,383 AA+
Rating as of
December 31,
Supranational securities Amount 2019
International American Development Bank $870,375 AAA
International Financial Corporation 553,297 AAA
International Bank Reconstruction and Development 1,999,123 AAA
African Development Bank 758,509 AAA
$ 4,181,304
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

Rating as of
December 31,
Mortgage Backed Assets Amount 2019
Federal National Mortgage Association 355,183 AA+
Fannie Mae 799,184 AA+
1,154,367
$ 57,570,477
Rating as of
December 31,
Corporate obligations Amount 2018
Chevron Corp $ 2,355,712 AA
Apple Inc 1,299,402 AA+
Toyota Motor Credit 1,672,995 AA-
Bank of Nova Scotia 1,416,920 A+
Bank of Montreal 1,414,295 A+
Walmart Stores Inc 1,346,032 AA
Microsoft Corp 969,016 AAA
WestPac Banking Corp 683,029 AA-
Colgate-Palmolive Company 1,105,356 AA-
Coca-Cola Company 755,822 A+
Procter & Gamble Company 596,152 AA-
Johnson & Johnson Corp 434,744 AAA
Royal Bank of Canada 580,938 AA-
Bershire Hathaway Finance 511,196 AA
Toronto Dominion Bank NY 520,315 AA-
General Electric Corp 472,540 BBB+
IBM Corp 440,933 A
Exxon Mobile 247,753 AA+
Total $ 16,823,150
Rating as of
December 31,
U.S. Government Agency Obligations Amount 2018
Federal National Mortgage Association $ 6,531,605 AA+
Federal Home Loan Bank 1,393,820 AA+
Federal Home Loan Mortgage Corp. 1,163,395 AA+
Federal Farm Credit Bank 1,003,567 AA+

$ 10,092,387
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NOTE 2 - INVESTMENTS (CONTINUED)

Rating as of
December 31,
U.S. Treasury Securities Amount 2018
U.S. Treasury $ 35,259,796 AA+
Rating as of
December 31,
Municipal Bonds Amount 2018
Florida State Board of Administration Finance Corp $ 1,420,868 AA
Rating as of
December 31,
Negotiable Certificates of Deposit Amount 2018
Skandinav Enskilda Banken NY $ 596,648 A-1
Rating as of
December 31,
Supranational securities Amount 2018
International American Development Bank $860,851 AAA
International Financial Corporation 546,390 AAA
International Bank Reconstruction and Development 1,973,028 AAA
African Development Bank 750,291 AAA
$ 4130560
Rating as of
December 31,
Mortgage Backed Assets Amount 2018
Federal National Mortgage Association 372,773 AA+
Fannie Mae 492,618 AA+
$ 8653901
$ 69,188,800
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NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2 - INVESTMENTS (CONTINUED)

Concentration of Credit Risk

State law limits investments in corporate bonds of any single issuer to five percent of the Agency’s
portfolio. No single issuer of corporate bonds represents more than five percent of the Agency’'s
portfolio. However, more than 5 percent of the Agency’s investments were invested as follows as of
December 31:

2019 2018

Federal National Mortgage Association $ - 0.00% $ 7,396,996 10.69%

Proceeds from the sales, calls and maturities of debt securities during 2019 and 2018 were
approximately $24,399,000 and $26,962,000, respectively. Gross gains of $7,273 and $10,
respectively, were realized on those sales and calls. Gross losses of $145,301 and $227,123,
respectively, were realized on sales and calls.

At December 31, 2019 and 2018, bonds with a carrying value of $521,329 and $508,122, respectively,
were pledged to the Division of Insurance of the State of Colorado to satisfy regulatory requirements.

The carrying amounts of other financial instruments at December 31, 2019 and 2018, which includes
cash and cash equivalents, short-term investments, premiums receivable, interest and dividends due,
and accrued accounts payable and accrued other expenses, and payables to affiliates, approximate
their fair values because of the short maturity of these instruments. However, commercial paper
included in cash equivalents and short-term investments is carried at amortized cost.

The Agency’s investment income is summarized as follows:

Year ended December 31,

2019 2018

Debt securities $ 1,213,606 $ 1,315,713
Cash and cash equivalents 357,951 110,750
Rental revenue - 55,649
Net realized gain on sale of capital assets - 2,056
Net realized losses on sale of investments (138,028) (227,113)
Net increase (decrease) in the fair value of investments 1,635,858 (47,242)

Gross investment income 3,069,387 1,209,813
Investment expenses (85,107) (87,288)

Net investment income $ 2,984,280 $ 1,122,525

During 2018, expenses associated with rental revenue from office space leased to tenants in the
Agency’s building are included in the total building expenses related to the Agency’s home office
operations of $483,660 and are included in general and administrative expenses. This activity did not
occur during 2019.
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NOTE 2 - INVESTMENTS (CONTINUED)

NLC Mutual Insurance Company provided workers’ compensation reinsurance to the Agency from 2002
through 2006 and property reinsurance from 2003 through 2006. NLC Mutual Insurance Company is
also a risk pool, as is the Agency. To obtain the reinsurance, the Agency was required to make capital
contributions to become a member of the NLC Mutual Insurance Company pool, in addition to regular
premiums paid. The related capital contributions associated with NLC Mutual Insurance Company are
presented as a deposit at cost as of December 31, 2019, and 2018 for $697,901.

NOTE 3 - EXCESS INSURANCE AND REINSURANCE

The Agency has entered into various excess insurance and reinsurance contracts to limit large losses
and minimize exposure on large risks. Coverage for policies is provided under the following terms:

Year(s) ended Reinsurance coverage
1996 — 2005 100% of statutory limits in excess of $400,000 for workers’
compensation coverage.
2006 — 2012 100% of statutory limits in excess of $500,000 for workers’
compensation coverage.
2013 100% of statutory limits in excess of $500,000 for workers’

compensation coverage for all claims made by employees
other than firefighters or police officers, $750,000 for all claims
made by firefighters or police officers except $1,000,000 for
all claims made by firefighters under Colorado HB 07-1008.
2014 -2015 100% of statutory limits in excess of $500,000 for workers’
compensation coverage for all claims made by employees
other than firefighters or police officers, $750,000 for all claims
made by firefighters or police officers except $1,250,000 for
all claims made by firefighters under Colorado HB 07-1008.
2016 - 2019 100% of statutory limits in excess of $500,000 for workers’
compensation coverage for all claims made by employees
other than firefighters or police officers, $750,000 for all claims
made by firefighters or police officers
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NOTE 3 - EXCESS INSURANCE AND REINSURANCE (CONTINUED)

Year(s) ended Excess insurance

2003 — 2005 Excess liability — 100% of $4,000,000 in excess of $1,000,000 per claim/occurrence
(except auto liability, which is 100% of $500,000 in excess of $1,000,000 and
Public Offcials' Errors and Omissions, which is also 100% of $4,000,000 in
excess of $10,000,000 annual aggregate per member).
Excess property — 100% of $500,000,000 in excess of
$1,000,000 per claim/occurrence.
Property reinsurance — 100% of $500,000 in excess of $500,000 per claim/occurrence.
2006 Excess liability — 100% of $4,000,000 in excess of $1,000,000
per claim/occurrence (except auto liability, which is 100% of
$500,000 in excess of $1,000,000 and Public Officials’ Errors
and Omissions, which is also 100% of $4,000,000 in excess of
$1,000,000 but has a $10,000,000 annual aggregate per member).
Liability reinsurance — 100% of $500,000 in excess of $500,000 per claim/occurrence.
Excess property — 100% of $500,000,000 in excess of $1,000,000
per claim/occurrence.
Property reinsurance — 100% of $500,000 in excess of $500,000 per claim/occurrence.
2007 — 2013 Liability reinsurance — 100% of $4,400,000 in excess of $600,000
per claim/occurrence (except auto liability, which is 100% of
$900,000 in excess of $600,000 and Public Officials’ Errors and
Omissions, which is also 100% of $4,400,000 in excess of
$600,000 but has a $10,000,000 annual aggregate per member).
Excess property — 100% of $500,000,000 in excess of $500,000
per claim/occurrence.
2014 - 2015 Liability reinsurance — 100% of $4,000,000 in excess of $1,000,000
per claim/occurrence for all liability losses. Public Officials' Errors
and Omissions has a $10,000,000 annual aggregate per member.
Excess property — 100% of $500,000,000 in excess of $500,000
per claim/occurrence.
2016 - 2017 Liability reinsurance — 100% of $4,000,000 in excess of $1,000,000
per claim/occurrence for all auto liability losses. 100% of $9,000,000
in excess of $1,000,000 for all General Liability, Police Professional
Liability and Public Officials' Errors and Omissions. Public Officials'
Errors and Omissions has a $10,000,000 annual aggregate per member.
Excess property — 100% of $500,000,000 in excess of $500,000
per claim/occurrence.
2018 Liability reinsurance — 100% of $4,000,000 in excess of $1,000,000
per claim/occurrence for all auto liability losses. 100% of $9,000,000
in excess of $1,000,000 for all General Liability, Police Professional
Liability and Public Officials' Errors and Omissions. Public Officials'
Errors and Omissions has a $10,000,000 annual aggregate per member.
Excess property — 100% of $500,000,000 in excess of $1,000,000
per claim/occurrence.
2019 Liability reinsurance — 100% of $4,000,000 in excess of $1,000,000
per claim/occurrence for all auto liability losses. 100% of $9,000,000
in excess of $1,000,000 for all General Liability, Police Professional
Liability and Public Officials' Errors and Omissions. Public Officials'
Errors and Omissions has a $10,000,000 annual aggregate per member.
Excess property — 100% of $500,000,000 in excess of $1,000,000
per claim/occurrence, except for wind/hail. Wind/hail losses - 100% of $500,000,000
in excess of $5,000,000 per claim/occurrence with a buy-back of $4,000,000 for events
2 through 4.

18



COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 3 - EXCESS INSURANCE AND REINSURANCE (CONTINUED)

The Agency does not have a legal obligation to pay losses or loss adjustment expenses in excess of
the annually established loss fund and amounts recoverable under excess specific and aggregate
insurance contracts. Losses and loss adjustment expenses incurred in excess of loss funds and
amounts recoverable from excess insurance are direct liabilities of the participating members. However,
the excess agreements do not relieve the Agency of its obligations, and a failure of the excess insurer
to honor its obligations could result in losses to the Agency. The Agency evaluates and monitors the
financial condition of its excess insurers and reinsurers to minimize its exposure to loss from excess
insurer insolvency. Management of the Agency believes its excess insurers and reinsurers are

financially sound and will continue to meet their contractual obligations.

Excess insurance and reinsurance has reduced member contributions earned and losses and loss

adjustment expenses by the following amounts:

Member contributions earned

Premiums paid

Brokerage commissions
Loss and loss adjustment expenses paid
Loss and loss adjustment expenses unpaid

Year ended December 31,

2019 2018
$ 11,305,755 $ 8,659,316
254,517 255,052
14,160,640 9,240,917
18,609,923 20,479,072

The Agency has the following excess insurance and reinsurance recoverable at December 31:

National Union Fire Insurance Company of Pittsburgh, PA

NLC Mutual Insurance Company

New York Marine and General Insurance Company
Great American Insurance Company

Axis Insurance Company

Aspen Specialty Insurance Company

Liberty Surplus Insurance Corporation

RSUI Indemnity Company

The below amounts are recorded as follows at December 31:

Excess reinsurance receivable, net
Reserves for unpaid losses and loss adjustment

expenses
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2019 2018
$ 92,057 $ 92,057
4,751,144 4,734,398
13,623 647,022
9,415,548 5,660,018
3,742,619 9,990,829
620,319 1,035,962
1,033,864 1,726,604
1,148,954 1,139,254
$ 20,818,128 $ 25,026,144
2019 2018
$ 2,208205 $ 4,547,072
18,609,923 20,479,072
$ 20,818,128 $ 25,026,144




COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 3 - EXCESS INSURANCE AND REINSURANCE (CONTINUED)

The Agency'’s excess insurers and reinsurers had the following AM Best ratings at December 31, 2019:

Reinsurer AM Best rating
National Union Fire Insurance Company of Pittsburgh, PA A
NLC Mutual Insurance Company N/A
New York Marine and General Insurance Company A-
Great American Insurance Company A+
Selective Insurance Company of America A
RSUI Indemnity Company A+
Axis Insurance Company A+
American International Group, Inc. (AIG) N/A
Liberty Surplus Insurance Corporation A
Aspen Specialty Insurance Company A
The Princeton Excess & Surplus Lines Insurance Company A+
First Specialty Insurance Corporation A+
United National Insurance Company A
HDI Global Insurance Company A
Ironshore Specialty Insurance Company A
General Security Indemnity Company of Arizona A+
Everest Indemnity Insurance Company A+
Canopius Insurance Services, Lloyds Syndicate N/A
Evanston Insurance Company A
International Insurance Company of Hannover SE N/A

The Agency’s Executive Director serves on the board of directors of NLC Mutual Insurance Company.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 4 - RESERVES FOR UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Beginning January 1, 1986, the Agency’s coverage to member municipalities for all lines except for
property, auto physical damage, and workers’ compensation is on a claims-made basis. Accordingly,
claims incurred in one year but not reported until a subsequent year are accounted for in the year
reported. Claims incurred prior to January 1, 1986 are accounted for in the year of the loss occurrence.
The following table provides a reconciliation of the beginning and ending reserve balances, net of
excess insurance recoverable:

Year ended December 31,
2019 2018

Reserves for unpaid losses and loss adjustment expenses,

net of excess insurance recoverables, beginning of year $ 31,296,241 $ 32,518,728
Add incurred loss and loss adjustment expenses, net of

excess insurance:

Provision for covered events of the current year 23,117,415 23,958,766
Decrease in provision for covered events of prior years (3,603,076) (3,796,110)
Total incurred losses and loss adjustment
expenses, net of excess insurance 19,514,339 20,162,656
Deduct payments:
For claims attributable to covered events of the current year 6,175,693 8,779,903
For claims attributable to covered events of prior years 9,579,715 12,605,240
Total payments 15,755,408 21,385,143
Reserves for unpaid losses and loss adjustment expenses,
net of excess insurance recoverables, end of year $ 35,055,172 $ 31,296,241

As a result of changes in estimates of insured events in prior years, the provision for loss and loss
adjustment expenses decreased by $3,603,076 and by $3,796,110 in 2019 and 2018, respectively. The
change in estimates resulted because of favorable development for losses incurred in years prior to
2019 and 2018.

The anticipated effect of inflation is implicitly considered when estimating liabilities for losses and loss
adjustment expenses. While anticipated, price increases due to inflation are considered in estimating
the ultimate claim costs, the increase in average severities of claims is caused by several factors that
vary with the individual type of policy written. Future average severities are projected based on
historical trends adjusted for implemented changes in underwriting standards, policy provisions, and
general economic trends. Those anticipated trends are monitored based on actual development and
are modified if necessary.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 5 - ACCUMULATED MEMBERS’ NET POSITION

Pursuant to the Agency’s bylaws, the board of directors may, at their discretion, credit or distribute
accumulated members’ equity to member municipalities or transfer such accumulated excesses to a
reserve fund that may be used to pay claims and expenses related thereto. Amounts credited or
distributed to members are recorded as a charge to net position when they are declared.

The board of directors has adopted a policy that sets forth a formula that establishes a target range for
net position. Net position in excess of the maximum of the target range is returned to members. The
target computation considers underwriting risk, reserving risk, asset and credit risk and operational risk
and is updated annually for approval by the board.

In 2019 and 2018, the board authorized the Agency to credit $791,271 and $924,193, respectively, to
member municipalities and withdrawn members. At December 31, 2019 and 2018, $1,076,350 and
$1,168,489 of credits remained undistributed, respectively. The undistributed amounts are included in
member credits payable in the accompanying statements of net position. The credits, and the related
undistributed amounts, are applied to future deductibles, contributions, or loss control accounts in
accordance with the requests of the member municipalities.

Pursuant to regulations of the Division of Insurance of the State of Colorado (the Division), the Agency
is required to maintain minimum surplus in conformity with statutory accounting practices prescribed or
permitted by the Division of $500,000. At December 31, 2019 and 2018, the Agency'’s statutory surplus
was $48,786,611 and $50,885,162, respectively. The Agency’s statutory net (loss) for the years ended
December 31, 2019 and 2018 was $(1,353,912) and $(2,274,779), respectively.

NOTE 6 - LEASES

The Agency leases automobiles under operating leases. Future minimum rental commitments under
these operating leases are as follows:

Year ending December 31:

2020 $ 93,132
2021 35,102
2022 450

Lease expenses included in general and administrative expenses for the year ended December 31,
2019 was $121,421. Lease and rent expense included in general and administrative expenses for the
years ended December 31, 2018 was $141,796.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 7 - CAPITAL ASSETS

Capital asset activity was as follows:

Land
Historical cost
Accumulated depreciation
Total
Building and improvements:
Historical cost
Accumulated depreciation
Total
Machinery and equipment:
Historical cost
Accumulated depreciation
Total
Furniture and fixtures:
Historical cost
Accumulated depreciation
Total
Telephone system:
Historical cost
Accumulated depreciation
Total
Computer equipment:
Historical cost
Accumulated depreciation
Total

Total property and equipment, net

Balance at Balance at
January 1, December 31,
2019 Additions Deletions 2019
$ 750,400 $ - - $ 750,400
750,400 - - 750,400
7,753,435 8,817 - 7,762,252
(4,636,977) (241,480) - (4,878,457)
3,116,458 (232,663) - 2,883,795
290,229 - - 290,229
(289,763) (466) - (290,229)
466 (466) - .
762,062 - (2,703) 759,359
(749,039) (9,267) 2,703 (755,603)
13,023 (9,267) - 3,756
103,360 - (44,431) 58,929
(68,854) (12,167) 44,431 (36,590)
34,506 (12,167) - 22,339
2,545,626 57,453 (154,930) 2,448,149
(2,269,568) (97,708) 154,930 (2,212,346)
276,058 (40,255) - 235,803
$ 4,190,911 $ (294,818) $ - $ 3,896,093
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

NOTES TO FINANCIAL STATEMENTS

December 31, 2019 and 2018

NOTE 7 - CAPITAL ASSETS (CONTINUED)

Land
Historical cost
Accumulated depreciation
Total
Building and improvements:
Historical cost
Accumulated depreciation
Total
Machinery and equipment:
Historical cost
Accumulated depreciation
Total
Furniture and fixtures:
Historical cost
Accumulated depreciation
Total
Telephone system:
Historical cost
Accumulated depreciation
Total
Computer equipment:
Historical cost
Accumulated depreciation

Total

Total property and equipment, net

NOTE 8 - CONTINGENCIES

Balance at Balance at
January 1, December 31,
2018 Additions Deletions 2018
$ 750,400 $ - - $ 750,400
750,400 - - 750,400
7,718,831 34,894 (290) 7,753,435
(4,397,206) (240,061) 290 (4,636,977)
3,321,625 (205,167) - 3,116,458
290,229 - - 290,229
(289,236) (527) - (289,763)
993 (527) - 466
764,929 - (2,867) 762,062
(741,126) (10,780) 2,867 (749,039)
23,803 (10,780) - 13,023
84,721 36,501 (17,862) 103,360
(84,721) (1,995) 17,862 (68,854)
- 34,506 - 34,506
2,464,116 159,831 (78,321) 2,545,626
(2,173,027) (174,862) 78,321 (2,269,568)
291,089 (15,031) - 276,058
$ 4,387,910 $ (196,999) - $ 4,190,911

The Agency is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters. The Agency participates in the property and liability
and workers’ compensation pools offered by the Agency and carries commercial insurance for boiler
and machinery. The Agency also has a fiduciary bond for benefit plans, a blanket fidelity policy for
employee dishonesty and a policy for cyber coverage. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in the past three years.

In the normal course of operations, the Agency is involved in litigation related principally to claims made
under insurance contracts. Those actions are considered by the Agency in estimating the reserves for
losses and loss adjustment expenses. In the opinion of management, the resolution of these matters
will not have a material effect on the Agency’s financial position, results of operations, or liquidity.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 9 - DEFINED CONTRIBUTION MONEY PURCHASE PENSION PLAN

The employees of the Agency participate in the Colorado Intergovernmental Risk Sharing Agency
Retirement Plan, which is a defined contribution plan established by the Agency and is maintained and
administered by Vanguard Fiduciary Trust Company. In a defined contribution plan, benefits depend
solely on amounts contributed to the plan plus investment earnings. Employees become plan members
upon employment. Under this plan, 10% of the plan members’ compensation is withheld and remitted to
the Plan Administrator along with a matching payment of 10% from the Agency. The Agency’'s
contributions, plus earnings, are 100% vested. There is no liability for benefits under the plan beyond
the Agency’s matching payments. Plan provisions and contribution requirements are established and
may be amended by the Agency’s Board of Directors.

Contributions made by plan members and the Agency for the years ended December 31, 2019 and
2018, which represents the 10% required contribution, are as follows:

2019 2018

Plan members $ 449,768 $ 431,504

Agency $ 449,768 $ 431,504

NOTE 10 — SUBSEQUENT EVENTS

CIRSA has evaluated events subsequent to December 31, 2019 through May 8, 2020, which is the
issuance date of this report. Subsequent to year end, the World Health Organization declared the
spread of Coronavirus Disease (COVID-19) a worldwide pandemic. The COVID-19 pandemic is having
significant effects on global markets, supply chains, businesses, and communities. Specific to CIRSA,
COVID-19 may impact various parts of its 2020 operations and financial results including but not limited
to costs for emergency preparedness, potential shortages of personnel, and impact on claims from
members. Management believes CIRSA is taking appropriate actions to mitigate the negative impact.
However, the full impact of COVID-19 is unknown and cannot be reasonably estimated as these events
occurred subsequent to year end and are still developing.

During the period from January 1, 2020 through May 8, 2020, both domestic and international equity
markets have experienced significant declines. These losses are not reflected in the financial
statements as of and for the year ended December 31, 2019 as these events occurred subsequent to
year end and are still developing.

This information is an integral part of the accompanying basic financial statements.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

REQUIRED SUPPLEMENTARY INFORMATION

RECONCILIATION OF RESERVES FOR UNPAID LOSSES AND
LOSS ADJUSTMENT EXPENSES (UNAUDITED)

Reserves for unpaid losses and loss
adjustment expenses, net of
excess insurance recoverables

Add incurred losses and loss
adjustment expenses, net of
excess insurance recoverables:

Provision for covered events
of the current year
Decrease in
provision for covered
events of prior years

Total incurred losses and
loss adjustment expenses,
net of excess insurance

Deduct payments, net of excess
insurance recoverables:
For claims attributable to covered
events of the current year
For claims attributable to
covered events of prior years

Total payments

Reserves for unpaid losses and loss
adjustment expenses, net of
excess insurance recoverables

Years ended December 31, 2019 and 2018

2019

2018

WC Pool

PC Pool

Combined

WC Pool

PC Pool

Combined

$ 12,467,840 $ 18,828,401 $ 31,296,241 $ 12,328,648 $ 20,190,080 $ 32,518,728

5,978,415 17,139,000 23,117,415 5695676 18,263,090 23,958,766
(1,905,854)  (1,697,222)  (3,603,076)  (1,084,469)  (2,711,641)  (3,796,110)
4,072,561  15441,778 19,514,339 4,611,207 15551449 20,162,656
1,234,830 4,940,863 6,175,693 1,302,528 7,477,375 8,779,903
2,680,676 6,899,039 9,579,715 3,169,487 9,435,753 12,605,240
3,915506 11,839,902 15,755,408 4,472,015 16,913,128 21,385,143
$ 12,624,895 $ 22,430,277 $ 35,055,172 $ 12,467,840 $ 18,828,401 $ 31,296,241
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

REQUIRED SUPPLEMENTARY INFORMATION

WORKERS’ COMPENSATION POOL
TEN-YEAR LOSS DEVELOPMENT INFORMATION (UNAUDITED)

December 31, 2019

(In Thousands of Dollars)

The following table illustrates how the Workers’ Compensation Pool's (Pool) earned revenue (net of excess insurance) and investment income compare
to related costs of loss (net of loss assumed by excess insurers) and other expenses assumed by the Pool as of the end of each of the previous ten years.

The rows of the table are defined as follows:

(1) This line shows the total of each year's gross earned member contributions and reported investment revenues, amounts of excess insurance/premiums,
and reported member contributions (net of excess insurance) and reported investment revenue.
(2) This line shows each year's other operating costs of the Pool including overhead and claims expense not allocable to individual claims.

(3) This line shows the Pool's gross incurred losses and allocated loss adjustment expense, losses assumed by excess insurers, and net incurred adjustment

expenses (both paid and accrued) as originally reported at the end of the year in which the event that triggered coverage occurred (called coverage year).
(4) This section of ten rows shows the cumulative net amounts paid as of the end of successive years, for each coverage year.
(5) This line shows the latest reestimated amount of losses assumed by excess insureres for each coverage year.
(6) This section of ten rows shows how each coverage year’s net incurred losses increased or decreased as of the end of successive years. (This annual reestimation
results from new information received on known losses, reevaluation of existing information on known losses, and emergence of new losses not previously known).

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

As data for individual coverage years mature, the correlation between original estimates and reestimated amounts is commonly used to evaluate the accuracy of net
incurred losses currently recognized in less mature coverage years. The columns of the table show data for successive coverage years.

1. Member contributions and
investment income:
Earned
Excess/reinsurance premiums

Net earned
2. Unallocated expenses
3. Estimated incurred losses and
expenses, end of coverage year:
Incurred
Assumed by excess insurers

Net incurred
4. Net paid (cumulative) as of:
End of accident year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later
5. Reestimated losses and expenses
assumed by excess insurers
6. Reestimated net incurred losses
and expenses:
End of accident year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later
7. (Decrease) increase in estimated
net incurred losses and expenses
from end of coverage year

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
$ 7948 $ 8241 $ 7384 $ 7115 $ 8206 $ 8575 $ 8308 $ 8620 $ 8942 $ 10,074
1,201 1,231 1,117 1,168 1,227 1,415 1,193 1,302 1,504 1,634
6,747 7,010 6,267 5,947 6,979 7,160 7,115 7,318 7,438 8,440
1,635 752 731 743 734 739 752 1,272 1,757 2,082
5,952 6,049 6,590 5,436 5,503 5,623 5,430 5,807 5,696 5,978
- 289 1,342 - - - - - - -
5,952 5,760 5,248 5,436 5,503 5,623 5,430 5,807 5,696 5,978
1,221 1,004 712 802 1,021 1,079 1,036 1,288 1,303 1,235
2,695 2,837 1,811 1,870 2,655 2,148 2,269 2,980 2,833
3,382 3,587 2,649 2,192 3,542 2,548 2,878 3,674 .
3,748 4211 2,990 2,275 3973 3,085 3,135 -
3,941 4,385 3,087 2,293 4,249 3,186 -
3,968 4,633 3,086 2,256 4,287 -
4,032 4,651 3,100 2,256 -
4,033 4678 3,135 -
4,033 4,680 -
4,042 -
- - 58
5,952 5,760 5,248 5,436 5,503 5,623 5,430 5,807 5,696 5,978
6,218 6,314 4,547 4,354 5,882 4,462 5,113 5,906 5,516
5,487 6,335 4378 3,422 5,631 3,844 4,393 5,318
5,038 6,158 3,734 2,814 5,034 3,981 4,020 -
4,640 5,836 3,517 2,514 4770 3,645 -
4,414 5,485 3,273 2,405 4,600 -
4,312 5,031 3,294 2,386 -
4,238 4,961 3,256 -
4178 4925 -
4171 -
(1,781) (835)  (1,992)  (3,050) (903)  (1,978)  (1,410) (489) (180)

Unaudited — See accompanying independent auditors’ report.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
REQUIRED SUPPLEMENTARY INFORMATION
PROPERTY AND CASUALTY POOL TEN-YEAR LOSS DEVELOPMENT INFORMATION
(UNAUDITED)
December 31, 2019
(In Thousands of Dollars)

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

(1) This line shows the total of each year’s gross earned member contributions and reported investment revenues, amounts of excess insurance premiums,
and reported member contributions (net of excess insurance) and reported investment revenue.

(2) This line shows each year's other operating costs of the Pool including overhead and claims expense not allocable to individual claims.

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

(4) This section of ten rows shows the cumulative net amounts paid as of the end of successive years, for each coverage year.

(5) This line shows the latest reestimated amount of losses assumed by excess insurers for each coverage year.

(6) This section of ten rows shows how each coverage year's net incurred losses increased or decreased as of the end of successive years. (This annual
reestimation results from new information received on known losses, reevaluation of existing information on known losses, and emergence of new
losses not previously known.)

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

As data for individual coverage years mature, the correlation between original estimates and reestimated amounts is commonly used to evaluate the accuracy

of net incurred losses currently recognized in less mature coverage years. The columns of the table show data for successive coverage years.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
1. Member contributions and
investment income:
Earned $ 18924 $ 20890 $ 21203 $ 21688 $ 24226 $ 24446 $ 24831 $ 25341 $ 27,404 $ 30,865
Excess/reinsurance premiums 4,544 4,967 5,256 5,396 5,742 6,140 5,563 5,874 7,410 9,926
Net earned 14,380 15,923 15,947 16,292 18,484 18,306 19,268 19,467 19,994 20,939
2. Unallocated expenses 5,424 6,457 6,762 7,081 7,188 7,430 7,801 7,947 7,838 7,562
3. Estimated incurred losses and
expenses, end of coverage year:
Incurred 12,378 11,905 11,881 41,403 12,901 18,922 15,801 24,518 32,006 23,759
Assumed by excess/reinsurers 599 - 346 29,734 1,142 3,930 1,069 9,893 13,743 6,620
Net incurred 11,779 11,905 11,535 11,669 11,759 14,992 14,732 14,625 18,263 17,139
4. Net paid (cumulative) as of:
End of accident year 2,770 3,117 2,725 3,042 3,165 3,928 5,479 5,579 7,477 4,941
One year later 5,311 5,725 5,063 5,687 5,841 7,357 7,644 9,259 11,423 -
Two years later 6,585 6,844 6,362 7,078 7,709 10,625 10,840 9,891 - -
Three years later 6,913 7,370 7,349 7,965 9,419 13,153 11,871 - - -
Four years later 7,378 7,753 7,686 8,109 9,462 14,035 - - - -
Five years later 7,386 7,924 7,686 8,120 9,513 - - - - -
Six years later 7,387 7,964 7,685 8,477 - - - - - -
Seven years later 7,387 7,975 7,682 - - - - - - -
Eight years later 7,387 8,052 - - - - - - - -
Nine years later 7,387 - - - - - - - - -
5. Reestimated losses and expenses
assumed by excess/reinsurers 466 122 1,183 19,808 1,521 8,519 1,482 9,252 13,743 6,620
6. Reestimated net incurred losses
and expenses:
End of accident year 11,779 11,905 11,535 11,669 11,759 14,992 14,732 14,625 18,263 17,139
One year later 12,113 10,859 9,603 9,748 12,875 14,209 13,065 13,242 17,520 -
Two years later 8,830 9,279 8,760 9,229 10,904 14,107 12,623 11,409 - -
Three years later 7,779 8,456 8,769 8,887 10,461 14,081 12,756 - - -
Four years later 7,650 8,048 7,781 8,314 9,677 14,336 - - - -
Five years later 7,398 8,074 7,688 8,257 9,811 - - - - -
Six years later 7,387 7,995 7,685 8,528 - - - - - -
Seven years later 7,387 8,076 7,687 - - - - - - -
Eight years later 7,387 8,052 - - - - - - - -
Nine years later 7,387 - - - - - - - - -
7. (Decrease) increase in estimated
net incurred losses and expenses
from end of coverage year (4,392) (3,853) (3,848) (3,141) (1,948) (656) (1,976) (3,216) (743) -

Unaudited — See accompanying independent auditors’ report.
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

COMBINING SCHEDULE — STATEMENT OF NET POSITION INFORMATION
December 31, 2019

Assets

Current assets:
Investments in debt securities, at fair value
Cash and cash equivalents
Accrued investment income
Receivable from members
Excess insurance receivable, net
Interpool accounts receivable
Prepaid expenses
Other assets

Total current assets

Noncurrent assets:
Investments in debt securities, at fair value
Deposit with NLC Mutual Insurance
Company
Capital assets, net

Total noncurrent assets
Total assets

Liabilities and Net Position
Current liabilities:

Reserves for unpaid losses and loss

adjustment expenses, net of

excess insurance recoverables
Accounts payable and accrued liabilities
Interpool payable
Member credits payable
Special contribution plan deposits
Unearned member contributions

Total current liabilities

Noncurrent liabilities:

Reserves for unpaid losses and loss
adjustment expenses, net of excess
insurance recoverables

Total noncurrent liabilities

Total liabilities

Net position:
Invested in capital assets
Restricted
Unrestricted

Total net position
Total liabilities and net position

CIRSA/ CIRSA/ Combining

PC WC Adjustments Combined
9,039,217 4,280,912 $ - $ 13,320,129
17,034,962 4,765,101 - 21,800,063
136,230 152,551 - 288,781
442,126 165,652 - 607,778
1,941,582 266,623 - 2,208,205

- 95,864 (95,864) -
282,412 - - 282,412
3,135 - - 3,135
28,879,664 9,726,703 (95,864) 38,510,503
16,658,684 27,591,664 - 44,250,348
303,549 394,352 - 697,901
3,130,431 765,662 - 3,896,093
20,092,664 28,751,678 - 48,844,342
48,972,328 38,478,381 $ (95,864) 87,354,845
9,055,000 3,566,000 $ - 12,621,000
1,092,899 57,416 - 1,150,315

95,864 - (95,864) -
635,960 440,390 - 1,076,350
- 25,000 - 25,000
73,320 - - 73,320
10,953,043 4,088,806 (95,864) 14,945,985
13,375,278 9,058,894 - 22,434,172
13,375,278 9,058,894 - 22,434,172
24,328,321 13,147,700 (95,864) 37,380,157
3,130,431 765,662 - 3,896,093
521,329 - - 521,329
20,992,247 24,565,019 - 45,557,266
24,644,007 25,330,681 - 49,974,688
48,972,328 $ 38,478,381 $ (95,864) $ 87,354,845
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

COMBINING SCHEDULE — STATEMENT OF NET POSITION INFORMATION
December 31, 2018

Assets

Current assets:
Investments in debt securities, at fair value
Cash and cash equivalents
Accrued investment income
Receivable from members
Excess insurance receivable, net
Interpool accounts receivable
Prepaid expenses
Other assets

Total current assets

Noncurrent assets:
Investments in debt securities, at fair value
Deposit with NLC Mutual Insurance
Company
Capital assets, net
Total noncurrent assets

Total assets

Liabilities and Net Position
Current liabilities:

Reserves for unpaid losses and loss

adjustment expenses, net of

excess insurance recoverables
Accounts payable and accrued liabilities
Interpool payable
Member credits payable
Special contribution plan deposits
Unearned member contributions

Total current liabilities

Noncurrent liabilities:

Reserves for unpaid losses and loss
adjustment expenses, net of excess
insurance recoverables

Total noncurrent liabilities

Total liabilities

Net position:
Invested in capital assets
Restricted
Unrestricted

Total net position
Total liabilities and net position

CIRSA/ CIRSA/ Combining

PC WC Adjustments Combined
$ 9,529,136 5,534,654 $ - $ 15,063,790
1,047,928 2,312,292 - 3,360,220
152,436 149,160 - 301,596
965,511 138,793 - 1,104,304
3,792,029 755,043 - 4,547,072
18,784 173,761 (192,545) -
266,324 - - 266,324
2,318 - - 2,318
15,774,466 9,063,703 (192,545) 24,645,624
28,030,255 26,094,755 - 54,125,010
303,549 394,352 - 697,901
3,358,582 832,329 - 4,190,911
31,692,386 27,321,436 - 59,013,822
$ 47,466,852 36,385,139 $ (192,545) 83,659,446
$ 6,829,000 3,426,000 $ - 10,255,000
513,998 45171 - 559,169
173,761 18,784 (192,545) -
751,819 416,670 - 1,168,489
- 25,000 - 25,000
66,054 - - 66,054
8,334,632 3,931,625 (192,545) 12,073,712
11,999,401 9,041,840 - 21,041,241
11,999,401 9,041,840 - 21,041,241
20,334,033 12,973,465 (192,545) 33,114,953
3,358,582 832,329 - 4,190,911
508,122 - - 508,122
23,266,115 22,579,345 - 45,845,460
27,132,819 23,411,674 - 50,544,493
$ 47,466,852 $ 36,385,139 $ (192,545) $ 83,659,446
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
COMBINING SCHEDULE — REVENUE, EXPENSES AND
CHANGES IN NET POSITION INFORMATION
Year Ended December 31, 2019

CIRSA/ CIRSA/ Combining
PC WC Adjustments Combined
Operating revenues:
Member contributions $ 29,513,398 $ 8,441,892 $ - $ 37,955,290
Excess/reinsurance premiums (9,671,265) (1,634,490) - (11,305,755)
Brokerage commissions (254,517) - - (254,517)
Member contributions earned 19,587,616 6,807,402 - 26,395,018
Administration fee 1,925,413 - (1,925,413) -
Total operating revenues 21,513,029 6,807,402 (1,925,413) 26,395,018
Operating expenses:
Losses and loss adjustment expenses 15,441,778 4,072,561 - 19,514,339
Personnel 6,072,204 - - 6,072,204
General operating 2,355,444 66,645 - 2,422,089
Professional consultation 702,155 - - 702,155
Travel 357,480 - - 357,480
Taxes - 89,565 - 89,565
Administration fee - 1,925,413 (1,925,413) -
General and administrative 9,487,283 2,081,623 (1,925,413) 9,643,493
Total operating expenses 24,929,061 6,154,184 (1,925,413) 29,157,832
Operating loss (3,416,032) 653,218 - (2,762,814)
Nonoperating revenue:
Net investment income 1,351,354 1,632,926 - 2,984,280
Income before transfers (2,064,678) 2,286,144 - 221,466
Transfers out - Distributions and credits
to members and withdrawn members (424,134) (367,137) - (791,271)
Change in net position (2,488,812) 1,919,007 - (569,805)
Net position, beginning of year 27,132,819 23,411,674 - 50,544,493
$ 24,644,007 $ 25,330,681 $ - $ 49,974,688

Net position, end of year
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY
COMBINING SCHEDULE — REVENUE, EXPENSES AND
CHANGES IN NET POSITION INFORMATION
Year Ended December 31, 2018

CIRSA/ CIRSA/ Combining
PC WC Adjustments Combined
Operating revenues:
Member contributions 26,689,736 $ 8,535,947 $ - $ 35,225,683
Excess/reinsurance premiums (7,155,393) (1,503,923) - (8,659,316)
Brokerage commissions (255,052) - - (255,052)
Member contributions earned 19,279,291 7,032,024 - 26,311,315
Administration fee 1,628,005 - (1,628,005) -
Total operating revenues 20,907,296 7,032,024 (1,628,005) 26,311,315
Operating expenses:
Losses and loss adjustment expenses 15,551,449 4,611,207 - 20,162,656
Personnel 5,877,743 - - 5,877,743
General operating 2,625,613 66,645 - 2,692,258
Professional consultation 636,069 - - 636,069
Travel 324,312 - - 324,312
Taxes - 62,823 - 62,823
Administration fee - 1,628,005 (1,628,005) -
General and administrative 9,463,737 1,757,473 (1,628,005) 9,593,205
Total operating expenses 25,015,186 6,368,680 (1,628,005) 29,755,861
Operating loss (4,107,890) 663,344 - (3,444,546)
Nonoperating revenue:
Net investment income 716,934 405,591 - 1,122,525
Loss before transfers (3,390,956) 1,068,935 - (2,322,021)
Transfers out - Distributions and credits
to members and withdrawn members (573,707) (350,486) - (924,193)
Change in net position (3,964,663) 718,449 - (3,246,214)
Net position, beginning of year 31,097,482 22,693,225 - 53,790,707
$ 27,132,819 $ 23411674 $ - $ 50,544,493

Net position, end of year
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COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

COMBINING SCHEDULE — CASH FLOW INFORMATION
Year Ended December 31, 2019

Cash flows from operating activities:
Contributions collected from members, net of
excess insurance premiums and
brokerage commissions paid
Other amounts collected (paid)
Losses and loss adjustment expenses paid, net
General and administrative expenses paid

Net cash provided by
operating activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Proceeds from maturities of investments
Investment income collected

Net cash provided by investing activities

Cash flows from noncapital financing activities:
Distributions and credits to members

Cash flows from capital and related financing activities:

Purchase of capital assets
Disposal of capital assets

Net cash (used) in capital and
related financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
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CIRSA/ CIRSA/ Combining

PC WC Adjustments Combined
$19,589,808 $ 6,807,888 $ - $ 26,397,696
1,924,994 - (1,628,005) 296,989
(9,465,600) (3,454,431) - (12,920,031)
(8,684,953) (1,943,599) 1,628,005 (9,000,547)
3,364,249 1,409,858 - 4,774,107
(3,997,944) (7,285,593) - (11,283,537)
13,307,295 5,717,704 - 19,024,999
3,102,825 2,270,910 - 5,373,735
816,872 683,347 - 1,500,219
13,229,048 1,386,368 - 14,615,416
(539,993) (343,417) - (883,410)
(66,270) - - (66,270)
(66,270) - - (66,270)
15,987,034 2,452,809 - 18,439,843
1,047,928 2,312,292 - 3,360,220
$ 17,034,962 $ 4,765101 $ - $ 21,800,063




COLORADO INTERGOVERNMENTAL RISK SHARING AGENCY

COMBINING SCHEDULE — CASH FLOW INFORMATION
Year Ended December 31, 2018

Cash flows from operating activities:
Contributions collected from members, net of
excess insurance premiums and
brokerage commissions paid
Other amounts collected (paid)
Losses and loss adjustment expenses paid, net
General and administrative expenses paid

Net cash provided by (used in)
operating activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Proceeds from maturities of investments
Investment income collected

Net cash used in investing activities

Cash flows from noncapital financing activities:
Distributions and credits to members

Cash flows from capital and related financing activities:

Purchase of capital assets
Disposal of capital assets

Net cash (used) in capital and
related financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
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CIRSA/ CIRSA/ Combining

PC WC Adjustments Combined
$19,304,603 $ 7,036,085 $ - $ 26,340,688
1,629,928 - (1,628,005) 1,923
(19,289,648) (4,579,589) - (23,869,237)
(9,037,281) (1,778,607) 1,628,005 (9,187,883)
(7,392,398) 677,889 - (6,714,509)
(15,064,472) (6,219,427) - (21,283,899)
19,226,149 2,275,863 - 21,502,012
3,300,000 2,160,000 - 5,460,000
739,669 592,792 - 1,332,461
8,201,346 (1,190,772) - 7,010,574
(356,907) (199,997) - (556,904)
(231,226) - - (231,226)
(231,226) - - (231,226)
220,815 (712,880) - (492,065)
827,113 3,025,172 - 3,852,285

$ 1,047,928 $ 2,312,292 $ - $ 3,360,220






