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The Board of Trustees
Mississippi State Agencies

Self-Insured Workers' Compensation Trust
Jackson, Mississippi

Independent Auditors' Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Mississippi State Agencies Self-
Insured Workers' Compensation Trust ("Trust"), a component unit of the State of Mississippi, as of
and for years ended June 30, 2015 and 2014, and the related notes to the financial statements, which
collectively comprise the Trust'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 opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. 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 1o fraud or error. Tn making those risk assessments, the auditors consider internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design

Harper, Rains, Knight & Company, P.A. « Cetified Public Accountants ® Consultants
One Hundred Conceurse * 1052 Highland Colony Parkway, Suire 100 * Ridgeland, Mississippi 39157
Telephone 601.605.0722 Facsimile 601.605.0733 * wivw. hikepa, com



The Board of Trustees
Mississippi State Agencies
Self-Insured Workers' Compensation Trust - Continued

Auditors' Responsibility - continued

audit procedures that are approptiate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Trust'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 opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Mississippi State Agencies Self-Insured Workers' Compensation
Trust as of June 30, 2015 and 2014, and the respective changes in financial position and, where
applicable, cash flows thereof 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 and loss development information and related notes on
pages 5-7 and 26-27 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.



The Board of Trustees
Mississippi State Agencies
Self-Insured Workers' Compensation Trust - Continued

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 18, 2015 on our consideration of Trust's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters, The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Trust's internal control over financial reporting and compliance.

HOMQ/@L\ Ry, Arghd < C@«rxw.?ﬁr .

December 18, 2015



MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following is a discussion and analysis of the financial performance of the Mississippi State
Agencies Self-Insured Workers' Compensation Trust for the fiscal year ended June 30, 2015.
Since Management's Discussion and Analysis is designed to focus on the current year's activities,
resulting changes, and currently known facts, we encourage readers to consider the information
presented here in conjunction with the Trust's basic financial statements.

Highlights

e Total liabilities for the Trust at year end were $50,773,562, which was a decrease of
$1,640,351, or 3%, from the prior fiscal year. Current liabilities were $14,308,195, an
increase of $246,471 over the 2014 amount. The long-term portion of estimated claim
liabilities decreased $1,898,000, or 5%, to $35,477,000 at June 30, 2015.

o Total assets for the Trust at year end were $50,773,562, which was a decrease of $1,640,351
from the prior fiscal year, The unrestricted fund net position is reported as zero on the 2015
and 2014 balance sheets, respectively. This is a result of the Trust recording a premium
deficiency receivable of $18,099,188 as of 2015 and $19,655,707 as of 2014, as required by
Governmental Accounting Standards Board Statement No. 30. This adjustment is required
for risk financing internal service funds when their charges to participating entities are not
sufficient to cover the full cost of claims over a reasonable period of time.

o Total operating expenses increased $646,641 or 5% which relates almost exclusively to an
increase in net paid and incurred claims from the prior fiscal year.

e Operating revenue increased $646,641, which relates to a decrease in the premium
deficiency receivable in an amount less than the prior year, which was offset by a decrease in
contributions and an increase in realized and unrealized losses.

¢ The premium deficiency receivable decreased $1,566,519 for the current fiscal year and is
reported as a premium deficiency decrease in the operating revenues of the Trust.

Overview of Financial Statements

In accordance with the Governmental Accounting Standards Board Statement 34 (GASB 34),
there are three components to the basic financial statements: 1) the government-wide financial
statements, 2) the fund financial statements, and 3) the notes to the financial statements.

Government-Wide Financial Statements

The Trust is classified as an internal service fund and therefore utilizes the accrual basis of
accounting. Due to the fact that the Trust is a component unit of the State of Mississippi,
government-wide statements are not included here but instead will be included in the State of
Mississippi's basic financial statements.



MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued

Fund Financial Statements

As a component unit of the State of Mississippi, the Trust only presents fund financial
statements. The financial statements of the Trust include Statements of Net Position, Statements
of Revenues, Expenses and Changes in Fund Net Position, and Statements of Cash Flows. The
Statements of Net Position summarize and describes the assets, liabilities, and financial condition
of the Trust. The Statements of Revenues, Expenses and Changes in Fund Net Position provide
fiscal year totals for the revenues, expenses, and resulting changes in net assets experienced by
the Trust. The Statements of Cash Flows summarize the receipts, payments, and transters by
category (operating, investing, financing, and non-capital financing) in and out of the Trust.
Each of these three statements is presented to reflect the current financial status and the results of
operations of the Trust as of and for the years ended June 30, 2015 and 2014.

Overall Financial Position Analysis/Balances and Transactions Analysis

The Trust's assets consist primarily of investments in high quality, United States Government
securities, generated from the collection of workers' compensation insurance premiums from
participating State agencies, net of claims and other cash expenditures, as well as reinvested
interest earnings. The Trust's liabilities represent primarily the actuarial estimation of expected
claims and claims adjustment expenses, adjusted by a 4% present value discount. Unrestricted
net position represents amounts receivable from participating agencies in an amount equal to the
fund net deficit for each year that a deficit exists. Premiums deficiency receivable may be used
to provide for deviations between the actuary's estimates of future claims and the Trust's actual
claims experience and to prevent and/or reduce the likelihood of future deficit assessments.
Premium deficiency receivable may be funded from assessments of the participating agencies
over a reasonable amount of time. During 2015, the premium deficiency receivable decreased
$1.56 million from the 2014 reported balance of $19.7 million due to a decrease in administrative
expenses and claim liabilities.

The premium discount approved by the board of trustees was 15% and 10% in 2015 and 2014,
respectively. Operating expenses increased for the period ended June 30, 2015, the result of an
increase in the change in claims paid. Premium amounts are actuarially determined annually and
are subject to moderate fluctuation, The claims and claims adjustment expenses likewise
fluctuate from year to year, affected to some degree by large claims settiements, the timing of
which is somewhat unpredictable.



MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued
Currently Known ["acts

Senate Bill 2066, as passed by the Mississippi Legislature during the second extraordinary
session in 2005, mandated a transfer in the amount of $2.3 million from the Trust to the State of
Mississippi's Budget Contingency Fund, which was made in June 2006 (fiscal year 2006).
Similar to the approximately $2.7 million transfer made in fiscal year 2005, this action placed
additional pressure on premium determinations and possibly limited interest earnings and
investment options. Expected claims experience will continue to be actuarially determined, with
no assurances that amounts will increase, decrease, or remain the same. Effective July 1, 2004,
the Trust was exempted by statute from mandatory membership in the Mississippi Self-Insured
Workers' Compensation Guaranty Association. As a result, the Trust is immune from any further
liability arising from assessments by the Association due to deficits occurring from and after
July 1, 2004. Other than the continued inflationary trends in medical costs and litigation
expenses recently experienced in the workers' compensation arena, the Trust is not aware of any
other known facts that might materially impact its financial position and these financial
statements.

Senate Bill 2849 took effect during fiscal year 2006, which exempts certain state agencies,
including the Trust, from funding incurred but not reported claims. The bill allows the Trust the
option to establish and maintain reserves. The Trust is currently electing to fund such reserves
for only the reported claims and will likely continue to do so in future years.

Financial Contact

The Trust's financial statements are designed to present users with a general overview of its
finances and to demonstrate its accountability. If you have any questions about the report or need
additional information, contact the Administrator, Mississippi State Agencies Self-Insured
Workers' Compensation Trust, Post Office Box 24208, Jackson, Mississippi 39225-4208.



MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

STATEMENTS OF NET POSITION

June 30, 2015 and 2014

ASSETS

Current assets
Cash and cash equivalents
Funds held by others
Investments
Assessments receivable
Accrued interest receivable
Other assets

Total current assets

Premium deficiency receivable

Total assets

LIABILITIES AND NET POSITION

Current liabilities
Estimated liability for claims and
claim adjustment expenses, net - current portion
Return contributions due
Accrued expenses:
State workers' compensation assessments -
current portion
Administrative fees and other
Total current liabilities

Long-term liabilities
Estimated liability for claims and claim adjustment
expenses, net - long-term
State workers' compensation assessments - long-tenn

Total liabilities

Fund net position - unrestricted

Total liabilities and fund net position

2015 2014
$ 6,308,901  $ 6,923,651
1,029,204 339,857
24,835,313 24,733,263
228,030 554,287
160,989 119,723
111,937 87,425
32,674,374 32,758,206
18,099,188 19,655,707
$ 50,773,562  § 52,413,913
$ 12,800,000  $ 12,900,000
1,045,934 715,353
334,925 335,531
127336 110,840
14,308,195 14,061,724
35,477,000 37,375,000
988367 977,189
36,465,367 38,352,189
50,773,562 52,413,913
$ 50,773,562  $ 52,413,913

The Notes to Financial Statements are an integral part of these statements.
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MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN FUND NET POSITION
Years Ended June 30, 2015 and 2014

2015 2014
Operating revenues:
Earned contributions, net of reinsurance premiums $ 14,751,770 $ 16,538,618
Funds reimbursed by others - 1,194,803
Premium deficiency decrease (1,556,519) (5,195,544)
Interest income 786,177 679,198
Realized and unrealized losses on investments  (271,815) (154,103)
Total operating revenue 13,709,613 13,062,972
Operating expenses:
Claims paid and incurred, net of reinsurance recoveries 12,456,892 11,807,498
Administrative fees 798,000 798,000
Workers' Compensation Commission assessments 202,857 183,266
Risk control fees 51,375 21,098
Reimbursements to State of Mississippi for:
Allocated expenses 171,210 212,892
Actuarial fees (3,040) 10,705
Accounting and legal 12,845 15,396
Other ) l&% - 14,117
13,709,613 13,062,972

Total operating expenses
Operating gain R

Transfers

Change in fund net position -
Fund net position - unrestricted, beginning

Fund net position - unrestricted, ending $ -

The Notes to Financial Statements are an integral part of these statements.
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MISSISSIPPI STATE AGENCIES

SELF-INSURED WORKERS' COMPENSATION TRUST

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2015 and 2014

Cash flows from operating activities:
Receipts from participating agencies
Receipts from reinsurance recoveries
Receipts of interest on investments
Receipt of amounts held by others
Payments for claims
Transfers to claims administrator in excess

(shortage) of claims
Payments to suppliers for services
Payments for interfund services
Net cash provided by (used in) operating activities

Cash flows from investing activities:
Investments acquired
Proceeds from investments sold or called
Net cash used by investing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning

Cash and cash equivalents, ending

2015 2014
$ 15,408,608  $ 14,715,103
? 308,228

744,911 690,515

- 1,194,803
(14,454,892) (13,337,726)
(689,347) 660,019
(1,025,165) (1,019,337)
(225,000) (235,000)
(240,885) 2,976,605
(17,733,547) (11,227,094)
17,359,682 10,662,608
(373,865) (564,486)
(614,750) 2,412,119
6,923,651 4,511,532
$ 6308901 $ 6,923,651

The Notes to Financial Statements are an integral part of these statements.
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MISSISSIPPI STATE AGENCIES
SELF-INSURED WORKERS' COMPENSATION TRUST

STATEMENTS OF CASH FLOWS - Continued
Years Ended June 30, 2015 and 2014

2015 2014
Reconciliation of operating gain to net cash
provided by (used in) operating activities:
Operating gain $ = 2
Adjustments to reconcile operating gain to net
cash provided by (used in) operating activities:
Realized and unrealized investment losses 271,815 154,103
Net effect of changes in assets and liabilities:
Estimated liability for claims and claim

adjustment expenses (1,998,000) (1,222,000)

Change in funds held by others (689,347) 660,019

Accrued interest receivable (41,266) 11,318
Assessments receivable 326,257 (205,298)

Premium deficiency receivable 1,556,519 5,195,544
Advanced premiums - (1,520,085)
Other assets (24,512) (22,108)
Return contributions due 330,581 (98,132)
Accrued expenses 27,068 23.244

Net cash provided by (used in)
operating activities $ _ (240,885) 2,976,605

The Notes to Financial Statements are an integral part of these statements.
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NOTES TO FINANCIAL STATEMENTS
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies followed by Mississippi State Agencies Self-Insured
Workers' Compensation Trust ("Trust") in preparing the accompanying basic financial

statements are set forth below.

Organization and Operations

The Trust was established July 1, 1990 by the State of Mississippi as a group workers'
compensation self-insurance trust for qualifying state agencies. The Trust administers the
Mississippi State Agencies Self-Insured Workers' Compensation Pool ("Pool"). As of
June 30, 2015, 105 agencies of the State of Mississippi are participants in the Pool.

Basis of Presentation

Financial reporting standards for state and local governments require that financial reports
include management's discussion and analysis, basic financial statements and required
supplementary information. Basic financial statements include government-wide financial
statements, fund financial statements and notes to the financial statements.

As a component unit of the State of Mississippi, the Trust only presents fund financial
statements. Equity is classified into three categories: invested in capital assets, net of
related debt; restricted net position; and unrestricted net position. Interest income and net
increase in the fair value of investments, which are normally classified as non-operating
revenue in most proprietary funds, are classified as operating revenue since these
transactions are an integral part of the Trust's ongoing operations. In addition, interest
income from investments in debt securities is classified as cash flows from operations rather
than cash flows from investing activities.

Accounting Method and Measurement Focus

The Trust uses the flow of economic resources measurement focus and maintains its
accounting records under the accrual basis of accounting as required by accounting
principles generally accepted in the United States of America as prescribed by the
Governmental Accounting Standards Board ("GASB"). The Trust applies all applicable
accounting and financial reporting standards of the Accounting Standards Codification.

The operations of the Trust are in accordance with the Trust Agreement between the State
of Mississippi and the board of trustees of the Trust and the rules and regulations of the
Trust as adopted by the board of trustees. Each participating agency pays an annual
contribution determined by the board of trustees for the workers' compensation coverage
provided by the Trust. The Trust pays all workers' compensation benefits, which each
participating agency incurs under the Workers' Compensation Law of the State of
Mississippi. Any funds in excess of the amount necessary to fund all obligations for

B
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Accounting Method and Measurement Focus - continued

a fund year may be refunded to the participating agencies at the discretion of the board of
trustees with the approval of the State of Mississippi Workers' Compensation
Commission ("MWCC"). A deficiency of Trust assets for a particular fund year may be
funded from surplus from previous fund years, administrative funds or from assessments
of the participating agencies.

Revenue Recognition

Participating agencies pay annual contributions to obtain workers' compensation coverage
for each fiscal vear ending June 30. The participant's coverage is continuous until
cancelled. Workers' Compensation contributions are actuarially determined and are
adjusted using an experience modifier based upon each participant's loss experience.
Contribution revenue is recognized over the period of policy coverage which is a one year
period which coincides with the Trust's fiscal year, The Trust considers anticipated
investment income in determining if a contribution deficiency exists. Pursuant to GASB
Statement No. 30 in regard to premium deficiencies, the Trust records a receivable from the
participating agencies when a fund deficit will not be recovered from contributions charged
to the participants over a reasonable period of time. The Trust recorded a premium
deficiency decrease of $1,566,519 in 2015 and of §5,195,544 in 2014.

Interfund Transactions

Interfund transactions represent transactions with a fund outside of the Trust. Interfund
transactions are reflected as contribution revenue, services provided, reimbursements, or
transfers.  Contributions received from participating agencies are treated as revenue.
Services provided are treated as expenses, such as expenses allocated by the Department of
Finance and Administration to the Trust. Reimbursements occur when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related payable as a
reimbursement. All other interfund transactions are treated as transfers.

Estimated Liability for Claims and Claim Adjustment Expenses

The estimated liability for claims is actuarially determined based on the ultimate cost of
settling claims and includes the effects of inflation and other societal and economic factors.

Allocated claim adjustment expenses are included in the estimated liability for claims by the
Trust's claims administrator and its actuary. Unallocated claim adjustment expenses are not
accrued in the accompanying financial statements as the majority of these expenses are
incurred as a percentage of premiums regardless of the claims activities of the Trust.

The estimated liability for claims is presented net of estimated reinsurance recoverables (as
disclosed in Note 6) on a discounted basis. The Trust's actuary used a discount rate of

-13-
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

FEstimated Liability for Claims and Claim Adjustment Expenses- continued

4 percent in computing the present value of claims liabilities for the years ended June 30,
2015 and 2014. The discount applied to the gross liability was $6,928,000 and $6,951,000
at June 30, 2015 and 2014, respectively.

The estimated liability for claims is comprised of the following components:

Incurred but Unpaid Claims

Incurred but unpaid claims represent claims due and an estimate of the remaining
cost of reported claims. Incurred but unpaid claims before adjustment to present
value were approximately $24,925,000 at June 30, 2015 and $25,316,000 at
June 30, 2014.

Incurred but Not Reported Claims

Incurred but not reported claims represent estimated claims incurred that have not
yet been reported to the Trust. The incurred but not reported claim reserve was
estimated by the Trust's actuary based on pertinent loss development factors, in
accordance with accepted actuarial principles. Incurred but not reported claims
before adjustment for present value were $30,280,000 at June 30, 2015 and
$31,910,000 at June 30, 2014,

Income Taxes

The Trust is exempt from income tax under Section 115 of the Internal Revenue Code.

Investments

Investments are stated at fair value determined by quoted market prices.

The Trust's investments are invested under the direction of a money manager. The Trust is
authorized by Section 27-105-33 of the Mississippi Code of 1972 to invest in (1) certificates
of deposit or interest-bearing accounts of qualified state depositories, (2) United States
Treasury obligations, (3) United States Government agency instrumentality or sponsored
enterprise obligations which are fully guaranteed by the government of the United States, its
agencies or a sponsored enterprise, or (4) direct security repurchase agreements and reverse
direct security repurchase agreements of those United States Treasury or government
agency securities enumerated above.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid investments with an original maturity of
less than three months. Cash balances include cash in banks, cash on deposit with the
Treasurer of the State of Mississippi and money market mutual funds.

-14-
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Cash and Cash Equivalents - continued

The money market mutual funds of $377,808 and $58,601 as of June 30, 2015 and 2014,
respectively, were held in uncollateralized custodial accounts.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Significant estimates used
in preparing these financial statements include those assumed in determining the estimated
liability for claims including reinsurance recoverable on unpaid claims, the liability for state
workers' compensation assessments and the allocation of administrative and other expenses
from the State of Mississippi Department of Finance and Administration. It is at least
reasonably possible that the significant estimates used will change within the next year.

Credit Risk

Financial instruments that are subject to credit risk are principally investments and cash
and cash equivalents. The Trust invests primarily in United States Government securities
and sccurities guaranteed by the United States Government and its agencies. Cash
balances are primarily held by the Treasurer of the State of Mississippi.

Uncertainty

Established by the State of Mississippi, the operations of the Trust are subject to state laws
and regulations which are subject to change by an act of the Mississippi Legislature.

Subsequent Events

Subsequent events were evaluated by the Trust through December 18, 2015, which is the
date the financial statements were available to be issued.

INVESTMENTS
All securities held by the Trust are held in uncollateralized custodial accounts.

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity its fair value is to changes in market interest rates. One of the ways that the Trust
manages its exposure to interest rate risk is by purchasing a combination of shorter term and
longer term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturity evenly over time as necessary to provide
the cash flow and liquidity needed for operations.

-15-
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INVESTMENTS - Continued

These investments do not have terms such as call options or variable interest rate features
which cause their fair value to be highly sensitive to interest rate changes. The Trust
invests in securities with contractual cash flows, such as asset backed securities,
collateralized mortgage obligations and commercial mortgage backed securities,
including securities backed by subprime mortgage loans. The value, liquidity and related
income of these securities are sensitive to changes in economic conditions, including real
estate value, delinquencies or defaults, or both, and may be adversely affected by shifts in
the market's perception of the issuers and changes in interest rates.

As of June 30, 2015 and 2014, the Trust held no corporate bonds.
As of June 30, 20135, the Trust had the following investments:

Interest
Rate

Fair
Value

Carrying

Value Maturity Date

U. S. Government: _
U. S. Treasury Note $ 2761217« $ 2.604.875¢ 5.125%

T 2761217 2.604.875

May 15,2016

Agencies of
U. S. Government:
Housing and Urban

v
(lewB{2)

Development 250,000 ¢ 251,925¢" 1.220% August 1, 2016
Housing and Urban

Development 159,849 'd 156,31 2/ 4.480% August 1, 2016
Housing and Urban

Development 303,843¢ 304,074¢ 1.540% August 1, 2017
Housing and Urban

Development 277,260/ 276,175¢" 4.620% August 1,2018

Small Business Administration
Small Business Administration

15,061¢ — 7" 15,195¢ 5.100%

31,707¢ (%4

2,279¢ 5.190%

January 1, 2016 ¢
January 1, 2017

Small Business Administration 96,234¢ 93,864/ 6.600% November 1,2017
Small Business Administration 37486 ' 36,026¢ 5.120% November 1,2017
Small Business Administration 114,221/ 111,396 < 6.000% September 1, 2018
Small Business Administration 29,471¢ 29,377/ 5.500% October 1,2018
Small Business Administration 39,216( 39,339¢” 5.800% December 1,2018
Small Business Administration 96,630( 96,3077 3.880% March 1, 2019
Small Business Administration ~ 106,163¢ 1 08,734\/ 3.310% May 1,2019
Small Business Administration 47,494< 48,295¢ 6.800% June 1,2019
Small Business Administration ~ 361,290€ 360,214¢ 3.190% June 1, 2019
Small Business Administration 155,315 ¢ 151,929 < 7300% June 1, 2019
Small Business Administration 32,324¢ 32,435¢" 7.060% November 1,2019
Small Business Administration 231,058 ¢ 225,972 < 2.860% March 1, 2020
Small Business Administration 48,772 < 44 549¢" 7.630% June 9, 2020
Small Business Administration 45,567 ¢ 44350 ¢ 7.220% November 1,2020
Small Business Administration ~ 572,023¢ 569,620 ¢ 6.340% March 1, 2021
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INVESTMENTS - Continued

Carrying

~ Value

Agencies of

U. S. Government - continued:

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Federal National Mortgage
Association

Federal National Mortgage
Association Pool

Federal National Mortgage
Association Pool

Federal Home Loan Mortgage
Corporation

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Value

Interest
_Rate

Fair

$429,196 ¢ § 431,649¢ 2.877%

574,097¢" 575,459 ¢ 2.766%
241,179 ¢ 237,298¢ 1.240%
149.447¢  144,790¢ 5.310%
453784 ¢ 450330¢ 2.245%
320,650 317,319¢” 1.010%
385,460 382.241¢ 1.110%
608,531¢  608,192¢ 2.351%
729,503¢  725,950¢ 1.100%
661.601C  663,864¢ 3.644%
380.425¢  388,576¢ 1.880%
330442 € 332,478¢C 2.140%
638342¢  636285¢ 3.191%
558.017¢  550,632¢ 5.180%
248,601 247,757/, 1.980%
520919€¢  517.976¢_2.030%
614,092 617,995¢ 3.015%
88.840¢ , 86,888 ¢ 4.849%
Q,“I C%
450,563 € v~ 4474822 ¢ 2.680%
Gﬁ G
415,000 ¢/ 424,144¢ 2.680%
1y, Wy
27861 ¢ 7 28.726 ¢ 5.500%
221,169 « 237,884 ¢ 4.940%
165,868 ¢ 173,236¢ 4.879%
165612¢ 175,012 ¢ 4.639%
202,960 ©  217,117¢ 4377%
316,501 ¢ 333,766 ¢ 4.601%
133,621 137,636% 4.331%
269,742 ¢« 3.330%

277,942 ¢

Malurity Date

September 1, 2021
March 10, 2022
May 1, 2022
August 1, 2022
September 10, 2022
November 1, 2022
January 1, 2023
March 10, 2023
May 1, 2023
September 10, 2023
November 1, 2023
January 1, 2024
March 10, 2024
May 1, 2024

May 1, 2024
November 1, 2024
September 10, 2024

November 1, 2015
January 1, 2016
January 1, 2016

February 2, 2018
May 1, 2019

July 1, 2019
October 1, 2019
November 1, 2019
April 1,2020
June 1, 2020

October 1, 2020
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INVESTMENTS - Continued

Interest
Rate

Fair
Value

Carrying
Value

Maturity Date

U. S. Government - continued:
Federal National Mortgage

Association $ 338,207¢ $ 339,294¢ 3.500%
Federal Home Loan Mortgage

Corporation 77,281 ¢ 77,142 ¢ 3.500%
Federal Home Loan Mortgage

Corporation 105,596 ¢~ 105,406 ¢ 3.500%
Federal National Mortgage

Association 631,480 ¢ 629.354¢” 3.000%
Federal National Mortgage

Association 279,376 € 276,695¢ 3.000%
Federal National Mortgage

Association 356,961 ¢ 355,141¢” 2.500%
Federal National Mortgage

Association Pool 301,600 290,882¢” 2.980%
Federal National Mortgage

Association 80,204 < 82,395¢” 4.500%
Federal National Mortgage

Association 394,612¢"  384,9907 3.000%
Government National Mortgage

Association 338,753 ¢"  335,875¢” 3.000%
Government National Mortgage

Association 367,184 ¢  366,631¢ 1.660%
Government National Mortgage

Association 63253 ¢~ 72,257 ¢ 5.000%
Government National Mortgage

Association 493,767 & 491,841¢” 1.900%
Government National Mortgage

Association 231,920 ¢ 228,559 € 2.000%
Government National Mortgage

Association 479252¢  478,818¢” 1.950%
Government National Mortgage

Association 303845¢" 302.258¢ 2.500%

18,213,498 18.206.669
Investments backed by
full faith and credit of
U. S. Government; 025 ,-9\6(3 .8y
New Valley Generation V 474,502 494502 4.930%
Private Export Funding ~515.400¢  480.117 r 4.300%
989.902 954:6:19+
LA0H

November 1, 2021
April 1,2021
~April 1, 2021
October 1, 2021
November 1, 2021
November 1, 2022
January 1, 2025
October 1, 2040
September 1, 2042
January 20, 2027
March 16, 2033
August 20, 2035
March 16, 2040
February 20, 2043
February 16, 2044

December 16,2044

January 15,2021
December 15,2021
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INVESTMENTS - Continued

Carrying Fair Interest
~ Value Value  _ Rate

Foreign Investments:
Ukraine Cabinet $ 602,820 $ 600,756 1.844%
Haghemite 252,308 254,345  1.945%
Aid-Tunisia 465,000 456,279  1.686%
Hashemite 610,422 619,500  2.503%
Amal LTD 229,848 222,219 3.465%
Aid-Israel 610,505 606,735  5.500%
Lulwa LTD 304.511 300316  1.888%

3.075414 3.069,150
Total investments § 25,040,032 $ 24 835313

As of June 30, 2014, the Trust had the following investments.

__Maturity Date

May 16, 2019
June 23,2019
July 16,2019
October 30, 2020
August 21, 2021
December 4, 2023

February 15, 2025

Carrying Fair Interest
Value Value Rate Maturity Date
U. S. Government:
U. S. Treasury Bill $ 4,098,881 $ 4,098,881 0.000% July 16,2014
U. S. Treasury Note 1,251,367 1,196,855  5.125% May 15,2016
U. S. Treasury Note 1,006,041 1,009,380  1.000%  October 31,2016
U. S. Treasury Note 1,059,088 1,117,730  4.750% August 15,2017
U. S. Treasury Note 1,051,484 1,100,160  3.875% May 15,2018
U. S. Treasury Note 1,159,388 1,209912  3.625% February 15, 2020
U. S. Treasury Note 1,004,375 087,500  2.000% November 15,2021
U. S. Treasury Note 1.636.029 1.621.947  1.750% May 15,2022
12.267.253 12.342.365

Agencies of
U. S. Government:
Housing and Urban

Development 250,000 253,173  1.220% August 1, 2016
Small Business Administration 7,854 7881  4.150% November 1,2014
Small Business Administration 24.804 24,953  4.240% January 1, 2015
Small Business Administration 37,387 38,128  5.100% January 1, 2016
Small Business Administration 60,614 62,486  5.190% January 1, 2017
Small Business Administration 141,527 139,760  6.600% November 1,2017
Small Business Administration 54,656 53.539  5,120% November 1,2017
Small Business Administration 160,654 155,826  6.000% September 1,2018
Small Business Administration 47,309 47,589  5.500% October 1,2018
Small Business Administration 56,927 57348  5.800% December 1,2018
Small Business Administration 133,470 135,019  3.880% March 1, 2019
Small Business Administration 178,929 186,845  3.310% May 1, 2019
Small Business Administration 66,443 67,989  6.800% June 1,2019
Small Business Administration 231,881 232,294  7.300% June 1, 2019
Small Business Administration 43,973 44242  7.060% November 1,2019
Small Business Administration 314,502 309,740  2.860% March 1, 2020
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INVESTMENTS - Continued

Carrying

__Value

Agencies of

U. S. Govermment - continued:

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Small Business Administration

Federal Farm Credit Bank

Federal Home Loan Mortgage
Corporation

Federal Home Loan Mortgage
Corporation

Federal Home Loan Mortgage
Corporation

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

Federal National Mortgage
Association

§ 95,646
67,527
266,365
229,603
394,294
446,952
847,503
441,575
374,000
277,449
538,798
60,537
111,685
137,350
450,563
415,000
224,989
208,794
219,268
206,467
283,085
357,176
371,479
321,653
201,526

448,472

Fair
Value

$ 88,783
64,613
260,725

223,179,

390,927
439,627
838,452
440,648
375,987
276,697
503,280

64,095
112,077
137,837
447,840
422,004
246,334
221,789
232,639
222,636
275,878
356,057
369,669
344,526
209,845

449,829

Interest

Rate Maturity Date

7.630% June 9, 2020
7.220% November 1, 2020
1.240% May 1, 2022
5.310% August 1, 2022
1.010% November 1, 2022
1.110% January 1, 2023
1.100% May 1, 2023
1.880% November 1, 2023
2.140% January 1, 2024
1.980% May 1, 2024
3.000% September 22, 2014
5.500%  February 2, 2018
3.500% April 1, 2021
3.500% April 1, 2021
2.680% January 1, 2016
2.680% January 1, 2016
4.940% May 1, 2019
4.879% July 1, 2019
4.639% October 1, 2019
4377% November 1,2019
3.330% October 1, 2020
3.000% October 1, 2021
3.000% November 1,2021
4.601% April 1, 2020
4.331% June 1, 2020
2.500% November 1, 2022
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INVESTMENTS - Continued

Carrying Fair Interest
~ Value ~ Value _ Rate Maturity Date

Agencies of
U. S. Government - continued:
Federal National Mortgage

Association $ 109273 § 112,350 4.500% October 1, 2040
Federal National Mortgage

Association 429,019 413,909  3.000% September 1,2042
Government National Mortgage

Association 426,257 423,020 3.000%  January 20, 2027
Government National Mortgage

Association ~ 81.818 92.906  5.000% August 20, 2035

10.855.053 _10.874.970

Investments backed by

full faith and credit of

U. S. Government:

Private Export Funding 515.401 479.178  4.300% December 15,2021
515.401 479.178

Foreign Investments:

AlID - Tunisia 465,000 459,518  1.686% July 16,2019

Amal LTD 262,438 254478  3.465% August 21, 2021

Lulwa LTD 332,620 322.754 1.888% February 15, 2025
1.060.058 1.036.750

Total investments $ 24,697,765 $ 24,733,263

FAIR VALUE MEASURMENTS

Accounting Standards Codification Topic 820, Fair Value Measurements, (formerly
FASB Statement No. 157) establishes a framework for measuring fair value. That
framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to

unadjusted quoted prices in active markets for identical assets or liabilities (level 1

measurement) and the lowest priority to unobservable inputs (level 3 measurement). The

three levels of the fair value hierarchy are described as follows:

e Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Fund has the ability to access.

e Level 2 - Inputs to the valuation methodology include: quoted prices for similar assets
or liabilities in active markets; quoted prices for identical or similar assets or
liabilities in inactive markets; inputs other than quoted prices that are observable for
the asset or liability; inputs that are derived principally from or corroborated by
observable market data by correlation or other means. If the asset or liability has a
specified (contractual) term, the level 2 input must be observable for substantially the
full term of the asset or liability.

e Level 3 - Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.
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FAIR VALUE MEASURMENTS - Continued

The asset's or liability's 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.

The following is a description of the valuation methodologies used for assets at fair value.
There have been no changes in the methodologies used at June 30, 2015 and 2014.

The fair value of obligations of the U. S. government, agencies of the government, and
foreign bonds is based on an evaluation of at least two or more bid prices and/or active
trades of the same security which was reported by recognized broker dealers.

The following table sets forth by level, within the fair value hierarchy, the Trust's assets at
fair value as of June 30, 2015:

Level 1 Level 2 Level 3 Total
U. S. Government $ - $ 2604875 $ - $ 2,604,875
Agencies of U. S. Goverhment - 18,206,669 - 18,206,669
Investments backed by
full faith and credit of
U. S. Government - 054,619 - 954,619
Foreign investments . 3.069,150 - 3.069.150
Total investments
at fair value $ - $24835313 § - $ 24835313

The following table sets forth by level, within the fair value hierarchy, the Trust's assets at
fair value as of June 30, 2014:

Level 1 Level 2 Level 3 Total

U. S. Government $ - $12342,365 § - $12,342,365
Agencies of U. S. Government R 10,874,970 - 10,874,970
Investments backed by

full faith and credit of

U. S. Government - 479,178 - 479,178
Foreign investments - - 1.036.750 _ - 1.036.750
Total investments

at fair value § - $24733263 $__ - $24733263

ESTIMATED LIABILITY FOR CLAIMS

As discussed in Note 1, the Trust established a liability for both reported and unreported
insured events, which includes estimates of both future payments of losses and related
allocated claims adjustment expenses. The following represents changes in those liabilities
(rounded) during the past two years.
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ESTIMATED LIABILITY FOR CLAIMS - Continued

_ 2015 2014
Estimated liability for claims and claims adjustment
expenses, beginning $ 50.275,000 $ 51.547.000
Incurred claims and claims adjustment expenses:
Provision for insured events of current year 16,000,000 17,000,000
Changes in provision for insured events
of prior years (3.566.000) (5.051.000)
Total incurred claims and claims adjustment
expenses before present value adjustment 12.434.000 11.949.000
Claims and claims adjustment expenses
paid during the year:
Attributable to insured events of current year (3,486,000) (2,577,000)
Attributable to insured events of prior years (10.,969.,000) (10.453.000)
Total claims and claim adjustment
expenses paid (14.455.000) (13.030,000)
Present value adjustment (23.000) 141.000
Estimated liability for claims and
claims adjustment expenses, ending $ 48.277,000 $ 50,275,000

The decrease in the provision of insured events of prior years for 2015 and 2014 is the
result of better than anticipated claims experience in recent years. Actuarial assumptions
can be significantly affected by changes in claim payment patterns.

ADMINISTRATIVE CONTRACTS

The Trust contracts with a service bureau for claims administration services, and
contracts with the Mississippi Tort Claims Board, an agency of the State of Mississippi,
for risk control consulting services. Administrative and risk control consulting fees under
these contracts amounted to $798,000 and $51,375, respectively, for the year ended
June 30, 2015. Administrative and risk control consulting fees amounted to $798,000
and $21,098, respectively, for the year ended June 30, 2014,

REINSURANCE

In accordance with general practice in the insurance industry, the Trust reinsures portions of
its workers compensation insurance risk under excess loss insurance. Depending upon the
date of loss, the reinsurance policies cover losses exceeding $1,500,000 per accident for
individual claims limited to the statutory workers' compensation limit per accident.
Reinsurance premiums for the years ended June 30, 2015 and 2014 were $647,881 and
$613,111, respectively. During 2015 and 2014, reinsurance recoveries amounted to
$271,817 and $353,334, respectively. The estimated liability for claims and claim
adjustment expenses has been decreased for estimated amounts recoverable on excess loss
reinsurance of $11,872,815 at June 30, 2015 and $10,586,884 at June 30, 2014.
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REINSURANCE - Continued

Reinsurance does not discharge the Trust from liability to the policyholder. Failure of the
reinsurer to honor its obligation could result in losses to the Trust.

MISSISSIPPI WORKERS' COMPENSATION COMMISSION ASSESSMENTS

The Trust is obligated to pay annual assessments to fund the operations of the Mississippi
Workers' Compensation Commission. The assessments are based on paid claims. The
assessments amounted to $202,857 for 2015 and $183,226 for 2014. The Trust accrues a
liability for future assessments based on the estimated liability for claims and the
assessment rale for each year. The liabilities amounted to $1,323,292 at June 30, 2015 and
$1,312,720 at June 30, 2014.

RELATED PARTIES

All of the contributions received by the Trust are from agencies of the State of Mississippi.
The State of Mississippi's Department of Finance and Administration periodically pays
expenses for the Trust and is reimbursed for these expenses. The expenses are for actuarial
fees, accounting and legal fees, occupancy costs, supplies, administrative expenses,
personnel costs and other items. Reimbursements of these expenses for the years ended
June 30, 2015 and 2014 amounted to $171,210 and $212,892, respectively.

The Trust has amounts due to and from other agencies of the State of Mississippi as follows:

2015 2014
Due from other agencies for reimbursement
of administrative expenses $ 111,937 $ 87,425
Return contributions due (1,045,934) (715,353)
Assessments receivable 228,030 554,287

The administrative expenses above include an allocation of the costs of employees of the
Mississippi Department of Finance and Administration ("DFA") whose time is allocated to
the Trust, as well as other funds. The employees of DFA are covered by the State of
Mississippi Public Employee Retirement System ("PERS"), a cost-sharing multiple-
employer defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Benefit provisions are established by state law and may be amended
only by the Mississippi State Legislature. PERS issues a publicly available financial
report that includes financial statements and required supplementary information.
That information may be obtained by writing to the Public Employees' Retirement
System, PERS Building, 429 Mississippi Street, Jackson, Mississippi 39201-10035 or
by calling (601) 359-3589 or 1-800-444-PERS.

CONTINGENT LIABILITIES

The Trust is involved in numerous legal actions arising from normal workers'
compensation claims administration. Provision has been made in the estimated liability
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CONTINGENT LIABILITIES - Continued
for claims and claim adjustment expenses for the costs of these actions. Management is
of the opinion that any liability in these matters beyond that provided for will not have a
material affect on the financial statements.

SIGNIFICANT AGENCIES

During 2015 and 2014, contributions from the Department of Mental Health represented 44
percent and 46 percent, respectively, of total contributions.
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. Net earned required contribution and

in vestment revenues

. Unallocated expenses

Gross estimated incurred claims

and expenses
Losses assumed by excess loss reinsurer
Net estimated incurred claims

and expenses

. Paid (cumulative) as of:

End of policy year
Onc year later
Two yeass later
Three years later
Faur years later
Five years later
Six years later
Seven years later
Eight ycars later
Nine years later
Ten years later

Re-estimated Josses assumed by excess
loss reinsurers

Re-estinated incurred claims and expenses:
End of policy year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven vears later
Eight years later
Nine years later
Ten years later

Increase (decrease) in estimated
incurred claims and expense
from end of policy year

See Note to Supplementary Information.

Fiscal and Palicy Year Ended (In Thousands of Dallars)

MISSISSIPPI STA'TT AGENC
SELF-INSURED WORKERS' COMPENS

ME
ATION TRUST

S

LLoss Development [nformation (Unaudited)

2005 2006 2007 200§ 2009 2010 2011 2012 2013 2014 2015
S 16,120 § 7,045 S 13,599 $ 14,555 § 14,120 $ 15,038 § 15,075 § 17,083 16,703 $ 17,064 $15,266

1,088 1,087 1.0%0 1,159 1,157 1,178 1,259 1,197 1,332 1,256 1,253
15.000 14,000 14,500 15,800 16.500 16,500 17,000 17.000 16,500 17.000 16,000
15,000 14,000 14.500 15,800 16,500 16,500 17,000 17,000 16.500 17,000 16,000
3402 2.860 3,306 3,697 3,869 3,686 3410 3.344 2,976 2,577 3.486
6,950 5,585 6.760 7,554 7,343 7.990 7.052 6,770 6,356 6,252
8.660 6.891 8,673 9,868 9.116 10,822 9.031 8.216 8,079

9,738 8,100 10,091 11.451 10,390 12,497 10,306 9,156

10.330 8,498 10,936 12,278 11.290 13,333 11,262

10,753 9,302 11,543 12,838 11,662 14,261

11,087 9,851 12,099 13,180 12,185

11,393 10,218 12,281 13,670

11.571 10,411 12,666

11,842 10,582

12.053

15,000 14,000 14,500 13,800 16,500 16.500 17,000 17,000 16,500 17,000 16,000
14,400 12.500 14,500 15,800 16,500 19,000 19,000 16,500 16,000 16,000

14300 12,000 14,500 16,500 15,500 19,000 16,500 16,000 15,000

13,500 12,250 15,000 16,500 15,500 19,000 15,000 15,000

13.300 12,250 15,500 16,500 15,100 17,500 15,000

13,000 12.500 15,000 16,500 14,750 17,000

13,500 12,300 14,300 16,000 14,250

13,500 12.000 14,000 16,000

13,300 11,600 14,000

13,300 11.600

13,300

(1.700) (2,400) (500) 200 (2,250) 500 (2,000) (2.000) (1.500) (1,000) “

o
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NOTE TO SUPPLEMENTARY INFORMATION

The preceding table illustrates how the Trust's earned revenues (net of reinsurance) and investment
income compare to related cost of losses (net of losses assumed by reinsurers) and other expenses
incurred by the Trust as of the end of each of the last ten years. The rows of the table are defined as
follows:

1. This line shows the total of each fiscal year's earned contributions and investment revenues.

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

3. This line shows the Trust's incurred claims and allocated claim adjustment expense (both
paid and accrued) as originally reported at the end of the first year in which the event that
triggered coverage under the contract occurred (called policy year).

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

5. This line represents the reestimated amount for losses assumed by excess insurers or
reinsurers based on information available as of the end of the most current year.

6. This section of 10 rows shows how each policy year's incurred claims (net of reinsurance)
increased or decreased as of the end of successive years. This annual reestimation results
from new information received on known claims, reevaluation of existing information on
known claims, as well as emergence of new claims not previously known.

7. This line compares the latest reestimated incurred claims amount to the amount originally
established (line 3) and shows whether this latest estimate of claims cost is greater or less
than originally thought. As data for individual policy years mature, the correlation between
original estimates and reestimated amounts i1s commonly used to evaluate the accuracy of
incurred claims currently recognized in less mature policy years. The columns of the table
show data for successive policy years.
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HARPER, RAINS KnigHT
& COMPANY

The Board of Trustees
Mississippi State Agencies

Self-insured Workers' Compensation Trust
Jackson, Mississippi

Independent Auditors' Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of Mississippi State Agencies Self-insured Workers' Compensation Trust ("Trust"), a
component unit of the State of Mississippi, as of and for the year ended June 30, 2015, and the
related notes to the financial statements, which collectively comprise the Trust's basic financial
statements, and have issued our report thereon dated December 18, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Trust's internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Trust's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Trust's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Trust's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Harper, Rains, Knight & Company, A, * Cerriﬁcd Public Accountants * Consulrants
One Hundred Concourse * 1052 Highland Colony Porkivay, Suite 100 Ridgeland, Mississippi 39157
Telephone 601,605.0722 ¢ Focsimile 601 605.0733 < www. hrkepa.com
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The Board of Trustees
Mississippi State Agencies
Self-insured Workers' Compensation Trust - Continued

Internal Control Over Financial Reporting - continued

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be a material weakness.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Trust's, a component unit of the
State of Mississippi, financial statements are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Trust's Response to Findings

The Trust's response to the finding identified in our audit is described in the accompanying
schedule of findings. The Trust's response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and results of that testing, and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Mississippi State Agencies
Self-insured Workers' Compensation Trust's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

eupe, Panwr, Bimgld 2 (ompesg 24,

December 18, 2015
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