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Profile of the Reporting Entity 
MVRMA is a consortium of municipalities located in southwest Ohio which formed an Association under 
Section 2744.081 of the Ohio Revised Code (ORC) to act collectively in addressing its members' risk 
management and risk financing needs.  It was incorporated on December 1, 1988, with six (6) charter 
members, including the cities of Beavercreek, Kettering, Miamisburg, Vandalia, West Carrollton and 
Wilmington.  As of December 31, 2008, MVRMA had grown to twenty (20) members, with Troy joining in 
1989, Montgomery joining in 1990, Springdale joining in 1991, Blue Ash and Wyoming joining in 1992, 
Indian Hill and Sidney joining in 1993, Madeira joining in 1994, Tipp City joining in 1996, Mason joining in 
1997, Piqua joining in 2002 and the Cities of Englewood, Bellbrook and Centerville joining in 2004.  The 
Association provides a combination of self-insurance, insurance and reinsurance for its members' 
property/casualty exposures; provides a companion workers' compensation group rating program for 
qualified members; administers a claims/litigation management program; provides extensive safety/loss 
control consulting and training; and acts as a clearing house for risk-related information and financial 
reporting services for its members. 
 
MVRMA management, under the direction of the Board of Trustees’ Finance Committee, annually prepares 
a budget to provide for operating expenses and loss funding for the upcoming year.  All loss funds are 
segregated by loss year, and claims are paid from the funds collected for the corresponding occurrence 
date. Each year’s loss funding contribution is determined by an actuarial study conducted by an independent 
actuary.  Should any year’s operating expenses or losses exceed that particular year’s contributions, the 
Board of Trustees may call for supplementary payments from members, including withdrawn or expelled 
members, for the years of their membership.  
 
Economic Condition and Outlook 
MVRMA members are generally situated along the “I-75 Corridor” in the southwest quadrant of the state of 
Ohio.  With core cities of Dayton and Cincinnati, the area is considered a diversified industrial metropolitan 
area.  As development expands to the north of Cincinnati and to the south of Dayton, it is anticipated the two 
economies may eventually fuse and form one large economic region. 
 
Dayton Area 
In 2008, the Dayton area was hit hard with layoffs, plants closing, stocks crashing and home foreclosures 
multiplying.  The number of homes constructed from 2007 to 2008 fell significantly causing homebuilders to 
downsize.  Vacancy rates increased in the area’s retail centers, some exceeding 50%.  Between December 
2007 and December 2008, the region was down 7,800 jobs, and this trend is expected to continue in 2009, 
especially in durable goods manufacturing, residential construction, hotels, restaurants and other leisure 
activities, transportation services, retail trade, financial services and business-to-business goods and 
services. Private education and health care are the only sectors expected to gain employees this year.  
Unemployment averaged 7.1% in 2008 but for 2009, is projected by the Dayton Area Chamber of 
Commerce to be anywhere from 8.5% to 9.5%. 
 
The news isn’t all bad, however.  Commercial construction remains healthy.  Greene County has seen 
steady building driven by the Greene – the new open-air lifestyle center, and more than $1.5 billion will be 
spent on other construction projects in and around the Dayton area, propelled by health care, education and 
Wright Patterson Air Force Base.  Kettering Health Network, which completed an $18 million facility in 
Sugarcreek Township in 2008, is currently constructing a Heart Hospital at its Kettering campus, to be 
completed by 2010, and during the next five years, will be constructing a $100 million medical campus in 
Beavercreek.  Other health care construction in the region includes the $135 million heart tower at Miami 
Valley Hospital and the $250 million Springfield Regional Medical Center.  Among education construction 
projects are the $166 million Huber Heights school project and the $650 million Dayton Public Schools’ 
rebuild.  Experts expect construction, overall, to improve in the second half of 2009 into 2010. 
 
Some positive development that should favorably impact this region includes the Austin Road Interchange 
and the Base Realignment and Closure Process (BRAC) at Wright Patterson Air Force Base.  The Austin 
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Road project on I-75 south of downtown is expected to create 5,000 to 7,000 jobs within seven years.  The 
“Wright-Patt 2020” initiative, launched by the Dayton Development Coalition and centering around BRAC, 
expects to add more than 10,000 jobs to the Dayton region by the year 2020.  BRAC will attract service 
industry jobs, if not aerospace companies, and about 2,200 direct Air Force and defense contractor jobs.  
Almost every community in the area expects to benefit. 
 
Cincinnati Area 
The gross domestic product (GDP) for the 15 county Greater Cincinnati area is expected to decline 1% in 
2009 after increasing by 1.5% in 2008.  The region was down 8,600 jobs in 2008, and expects to lose  
thousands more in 2009.  Residential building permits have declined 36%, and the number of home 
foreclosures is expected to rise.  Home sales last year fell more than 15%, and real estate values declined 
more than 5% compared to 2007.  Unemployment in 2008 averaged 5.8% but is expected to increase to 
7.6% in 2009. 
 
But, the region is not sitting idly by, waiting for things to improve.  For the last two years, leaders from all 
aspects of the community have been working on a joint plan called Agenda 360.  By bringing together 
existing organizations like Cincinnati Public Schools, United Way, Greater Cincinnati Foundation and the 
University of Cincinnati, Agenda 360 believes it has the support to succeed.  By 2020, it hopes to achieve 
the following goals: 
 
 �Add 150,000 20-34 year-olds to the region’s workforce 
 �Add a net 200,000 new jobs 
 �Provide a minimum income for all households of 250% above the poverty level 
 
The area is also seeking to capitalize on a new Ohio economic development initiative – Ohio Hubs of 
Innovation and Opportunity.  This program, similar to one already operating in Pennsylvania, will provide 
start-up funds, tax credits and grants to assist with business plans, marketing and patent research.  
Although the final plan may not include 12 investment hubs as originally projected, Cincinnati hopes its 
current strengths in the business, arts and entertainment venues will establish it as a contender for the 
program. 
 
There are many positives in this region that should help it through the current economic crisis.  It is attractive 
to business because of its central location.  It has access to three interstates (I-75, I-71 and I-74) and three 
major railroads (CSX Transportation, Norfolk Southern Corp. and Conrail).  The Greater Cincinnati Airport, 
which has an abundance of direct connections, provides about $4 billion to the local economy.  There are 
also four universities, ten Fortune 500 company headquarters and investments from more than 300 foreign 
companies that have located here and hired local workers.  As in Dayton, commercial construction is still 
maintaining a presence, although not as great as previous years.  Among the projects currently underway 
are the $322 million Great American Tower at Queen City Square, an 800,000 square foot office tower, and 
the Banks, a $1 billion development on the riverfront between Paul Brown Stadium and Great American Ball 
Park.  
 
Reinsurance Market Outlook
2008 witnessed major changes in financial markets, which in turn impacted the property and casualty 
markets.  Most property and casualty carrier investment portfolios had minor losses to Lehman Brothers 
bonds, and there is the expectation of additional bond write offs as financial markets continue to 
deteriorate.  There is also an expectation for diminished 2009 investment income as interest rates 
decline. Underwriters are bracing for increased loss activity and reduced underwriting profits that 
traditionally accompany bad economic times.  Losses from the natural disasters of 2008 have also 
diminished industry surplus, which will probably result in a small reduction in industry capacity.  These 
factors will cause the insurance marketplace to harden throughout 2009 with this trend accelerating as 
the year progresses.  Although AIG and its individual carriers seem to be protected by the US 
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government and state regulators at this time, there is still fear that other carriers could fail during the year 
which would cause additional pressure on the hardening trend. 
   
Long-term Financial Planning
Having found what it considers a successful formula for long-term financial planning, MVRMA continues to 
expand on the following previously developed programs: 

� MVRMA’s Shock Loss Fund (SLF), which was established as an internal funding mechanism to 
replace costly stop loss insurance, has surpassed its moving target of being equivalent to the 
current year’s annual loss fund.   

� Participation in the insurance captive, Government Entities Mutual (GEM), provided a 16.8% 
decrease in the premium for 2009 for liability coverage $1 million excess MVRMA’s $1 million 
self insured retention.  At this juncture, however, MVRMA chose to establish a relationship with 
General Reinsurance Corporation for its 2009 liability coverage $8 million excess $2 million.  
This change netted a 10% decrease in premium. 

� MVRMA has maintained its relationship with Bond-Tech, an investment consultant.  In 2007, 
Bond Tech was authorized to invest a maximum of $10 million.  That maximum was increased 
to a range of 75-80% of available funds in 2008.  Due to the current credit crunch, which has 
reduced liquidity in the markets, Bond-Tech has found it difficult to sustain that target but is 
working closely with MVRMA to provide the greatest return on its investments.     

 
Relevant Financial Policies
The Amended Agreement and Bylaws of MVRMA provide the fiscal requirements of the association 
including: requiring approval of the preliminary budget by September 30 each year and the final budget by 
December 31; identifying the underwriting information used to establish each member’s pool contribution 
factor; defining when supplementary payments shall be required and when and how surplus funds may be 
distributed to the membership. 
 
MVRMA adopted its Cash and Investment Policy in 1991 to indicate a conscious, formal effort to develop, 
implement and monitor the investment of all MVRMA funds.  It was last amended in 2003 but is reviewed 
regularly.  The policy permits MVRMA to invest in the type of securities described in the Ohio Revised Code 
or permitted by the Ohio Uniform Depository Act.  
 
Major MVRMA Initiatives During 2008 
The fiscal period ending December 31, 2008, was a busy and productive year for MVRMA.  Among the 
Association's achievements were the following: 
 
• The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 

Certificate of Achievement for Excellence in Financial Reporting to Miami Valley Risk Management 
Association for its comprehensive annual financial report for the fiscal year ended December 31, 
2007.  

 
• The continuation of MVRMA’s successful drivers’ training program was secured with the certification 

of five new trainers and the recertification of eight current trainers.  
  
• MVRMA’s Contingency Plan, to prevent an interruption of services in the event an employee leaves 

with little notice, was developed as part of the Management Succession Policy.  
 
• A new First Report of Loss Form, which gives members the ability to report claims on-line, was 

developed. 
 
• The annual review of coverages resulted in the following: 
  1. Faithful Performance was added to the “all employee bonds”  
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 MEMBERS OF THE BOARD OF TRUSTEES 
 
 As of 
 
 December 31, 2008 
 
 
 Member City           Trustee    Alternate 
 
 Beavercreek   Carol Becker   Bill Kucera 
 
 Bellbrook   Mark Schlagheck  Don Buczek   
 
 Blue Ash   James Pfeffer   Sherry Poppe 
 
 Centerville   Ginger Yonak   Gregory Horn 
 
 Englewood   Eric A. Smith   Janine Cooper 
 
 Indian Hill   Michael W. Burns       David M. Couch 
 
 Kettering   Nancy Gregory   Estelle Gibson 
 
 Madeira    Thomas Moeller   Annalee Duganier 
 
 Mason    Jennifer Heft   Lisa Griffin 
 
 Miamisburg   William H. Nelson, Jr.  Doris Bruck 
 
 Montgomery   James Hanson   Wayne Davis 
 
 Piqua    Stacy Wall   Cynthia Holtzapple 
 
 Sidney    Thomas Judy   Ginger Adams 
 
 Springdale   Derrick Parham   Cecil Osborn 
 
 Tipp City   Richard Drennen   
 
 Troy    Patrick Titterington  Sue Knight 
 
 Vandalia   Julie Trick             James A. Bell 
 
 West Carrollton    Thomas Reilly    
 
 Wilmington   Laura A. Curliss   Dan Mongold 
 
 Wyoming   Lynn Tetley   Jenny Chavarria 
 
 
 



 

vii

 
 
 
 
 
 
 
 
 
 MIAMI VALLEY RISK MANAGEMENT ASSOCIATION 
 
 
 OFFICERS OF THE MVRMA BOARD OF TRUSTEES 
 
 
 

January 1, 2008 through December 31, 2008 
 

 
 
   Board Officer    Board Member            City 
 
 MVRMA President   Sue Knight   Troy   
  
 MVRMA Vice-President   Thomas Reilly   West Carrollton 
 
 MVRMA Treasurer   Mark Schlagheck  Centerville 
 
 MVRMA Secretary   Julie Trick   Vandalia 
 
 
 
 
 
 
 
 
 









2525 north limestone street, ste 103 
springfield, oh 45503 

www.cshco.com 
p. 937.399.2000 
f.  937.399.5433 

cincinnati  |  columbus |  dayton  |  middletown  |  springfield 

1

INDEPENDENT AUDITORS’ REPORT 

Board of Trustees 
Miami Valley Risk Management Association 
Kettering, Ohio 

We have audited the accompanying financial statements of the Miami Valley Risk Management Association 
(the Association), as of and for the years ended December 31, 2008 and 2007, which collectively comprise 
the Association’s basic financial statements as listed in the table of contents.  These financial statements are 
the responsibility of the Association’s management.  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 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 of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Association, as of December 31, 2008 and 2007, and the respective 
changes in financial position and cash flows, thereof for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 

As described in Note 1 of the notes to the financial statements, the Association has implemented for the year 
ended December 31, 2008, Governmental Accounting Standards Board Statement (GASB) No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions,
GASB 49, Accounting and Financial Reporting for Pollution Remediation Obligations, GASB 50, Pension 
Disclosures-an amendment of GASB Statements No. 25 and No. 27, GASB 51, Accounting and Financial 
Reporting for Intangible Assets, GASB 53, Accounting and Financial Reporting for Derivative Instruments.

In accordance with Government Auditing Standards, we have also issued our report dated June 17, 2009 on 
our consideration of the Association’s internal control over financial reporting and 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 and is important in assessing the results of our audit. 
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The Management’s Discussion and Analysis on pages 3 – 7 and claim information on pages 22 – 24 are not 
required parts of the basic financial statements but are supplementary information required by the 
accounting principles generally accepted in the United States of America. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of measurement 
and presentation of the required supplementary information. However, we did not audit the information and 
express no opinion on it. 

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the Association’s basic financial statements. The introductory section on pages i – vii, the actuary 
report on pages 27 – 153 and the statistical data on pages 155 – 182 are presented for the purpose of 
additional analysis and are not a required part of the basic financial statements of the Association. Such 
additional information has not been subjected to the auditing procedures applied in the audit of the basic 
financial statements, and accordingly, we express no opinion on them. 

Springfield, Ohio 
June 17, 2009 
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The management of the Miami Valley Risk Management Association (MVRMA or Association) provides 
the following introduction, overview and analysis of MVRMA’s financial statements for the years ended 
December 31, 2008 and December 31, 2007.  This discussion and analysis is designed to assist the 
reader in focusing on significant financial issues and activities and to identify any significant changes in 
financial position.  We encourage the reader to consider the information presented here in conjunction 
with the basic financial statements taken as a whole. 

The Association 
MVRMA is a consortium of municipalities located in southwest Ohio, which formed an Association under 
Section 2744.081 of the Ohio Revised Code (ORC) to act collectively in addressing its members’ risk 
management and risk financing needs.  It became operational in December 1988 with six charter 
members and now has twenty members. 

Basic Financial Statements and Presentation 
Effective January 1, 2004, MVRMA implemented the provisions of Governmental Accounting Standards 
Board (GASB) Statement No. 34, Basic Financial Statements and Management’s Discussion and 
Analysis for State and Local Governments. 

The financial statements presented by the Association are the Statements of Net Assets, the Statements 
of Revenues, Expenses and Changes in Net Assets, and the Statements of Cash Flows.  These 
statements are presented using the accrual basis of accounting.  Revenues are recognized when earned 
and measurable, not when received.  Expenses are recognized when they are incurred, not when paid.  
Capital assets are capitalized and depreciated over their estimated useful lives.  The Association is 
structured with one enterprise fund. 

The Statements of Net Assets 
The Statements of Net Assets presents information on all of the Association’s assets and liabilities.  
Assets consist mainly of cash and investments.  Liabilities consist mainly of claims reserves and 
members’ refunds. 

Claims reserves are liabilities carried for net unpaid losses and loss adjustment expenses.  They are 
established annually with the assistance of an outside actuary based on statistical models.  In 2008, 
claims reserves increased $357,219 or 8% even though the negative change in the provision for prior 
years’ ultimate losses was greater than last year, because the provision for ultimate losses for the current 
year was greater than last year as were the payments made for all years.  In 2007, claims reserves 
increased $613,425 or 15% because prior years’ ultimate loss estimates did not trend downward as 
significantly as in 2006.   

For 2008 and 2007, members’ refunds are the funds being held in MVRMA’s General Reserve Fund 
(GRF).  The General Reserve Fund was established with surplus loss funds from closed loss years.  Its 
accounting is designed to preserve each member’s percentage ownership.  A member’s funds are 
available for payment of any MVRMA invoice throughout the year.  Other withdrawals are permitted only 
in January of each year.  Funds are available to be paid to members upon request.   

Net assets are divided into two categories, capital assets and unrestricted.  The capital assets represent 
the net book value of property and equipment, while the remaining net asset amount is unrestricted for 
future use by the Association. Net assets increased $1,663,600 or 18 percent from 2007 to 2008.  Net 
assets increased $2,013,370 or 28 percent from 2006 to 2007.   
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Statements of Net Assets

2008 2007 2006
CURRENT ASSETS
  Cash and cash equivalents $5,098,510 $4,023,455 $4,212,926
  Accounts receivable:
    Claims deductibles 89,892 58,926 53,255
    Other 136,042 80,952 59,645
  Prepaid Expenses 129,250 144,351 151,173

NONCURRENT ASSETS
Investments 11,651,201 10,913,183 8,229,274

Capital assets less depreciation 11,136 12,060 15,420

Total assets 17,116,031 15,232,927 12,721,693

CURRENT LIABILITIES
  Claims reserve 5,030,870 4,673,651 4,060,226
  Members' refunds 1,096,192 1,217,886 1,336,189
  Members' credits 96,500 100,000 100,000
  Accounts payable and accrued liabilities 11,912 24,433 21,691
  Total current liabilties 6,235,474 6,015,970 5,518,106

TOTAL NET ASSETS
  Invested in capital assets 11,136 12,060 15,420
  Unrestricted 10,869,421 9,204,897 7,188,167

Total net assets $10,880,557 $9,216,957 $7,203,587

Line of Business 2008 2007
Auto Liability 21.903% 24.312%
General Liability 54.489% 55.698%
Property 23.608% 19.990%

% of Claims Reserves by Line of Business
As of December 31
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The Statements of Revenues, Expenses and Changes in Net Assets 
The Statement of Revenues, Expenses and Changes in Net Assets present information showing how the 
Association’s net assets changed during the year.  As noted previously, MVRMA’s net assets increased 
18% from 2007 to 2008 and increased 28% from 2006 to 2007. 

Member contributions make up 81% and 79% of the Association’s total revenue for 2008 and 2007, 
respectively.  Total operating revenues decreased 1.7% from 2007 to 2008 due mainly to a decrease in 
member contributions.  Total operating revenues increased 3.64% from 2006 to 2007.  The increase for 
2006 to 2007 was due to a minimal increase in member contributions. 

Members’ contributions are tracked so that each year may be evaluated independently.  When preparing 
its annual budget, MVRMA determines the total amount needed to fund its operations and collects the 
amount needed from members in proportion to the risk they bring to the pool.  Each member’s allocation 
is determined by the sum of its percentages for each of the following pool categories divided by the 
number of factors considered: population as of most recent census, number of sworn full-time police, 
number of other full-time employees, number of titled vehicles, insurable property values, net operating 
expenses, and average annual adjusted losses for the last four years (weighted three times). 

% Population + % FT Police + % FT Other + % Vehicles + % IPV + % NOE + (3 X % AAAL) 
9

Claims deductibles are the members’ share of claims.  Members pay the first $2,500 for each claim and 
are billed quarterly for this expense.  This figure will fluctuate from year to year depending on the number 
and severity of claims.  Claims deductibles increased 12.93% or $28,612 from 2007 to 2008 and 13.97% 
or $27,126 from 2006 to 2007. 

Total operating expenses increased 4.27% or $134,610 from 2007 to 2008.  During 2008, the Association 
closed loss year 13.  That closure in addition to an increase of $217,676 in incurred claims and claim 
adjustment expenses contributed to the increase. Total operating expenses increased 62% or $1,208,545 
from 2006 to 2007.  The primary cause of this increase was an increase of $1,125,987 in incurred claims 
and claim adjustment expenses. In 2007, the Association did not close any loss years.    

Interest income will fluctuate from year to year depending on the rate of return and amount invested.  In 
2008, MVRMA’s average weighted yield for all deposits was 3.35%.  In 2007, MVRMA’s average 
weighted yield for all deposits was 4.96%.  
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Statements of Revenues, Expenses and Changes in Net Assets

2008 2007 2006
REVENUES:
Operating revenues:
  Members' contributions $4,001,211 $4,074,713 $3,970,351
  Claims deductibles 249,892 221,280 194,154
  Other 1,654 31,063 10,682
Total operating revenues 4,252,757 4,327,056 4,175,187

Non-operating revenues:
  Interest Income 564,578 574,338 493,585
  Unrealized gain on investment 130,473 261,812 -                  
Total non-operating revenues 695,051 836,150 493,585

Total revenues 4,947,808 5,163,206 4,668,772

EXPENSES:
Claim expenses:
  Incurred claims and claim adjustment expenses 1,876,350 1,658,674 532,687
  Reinsurance/insurance premiums 739,537 832,277 797,977
  Closed loss year refunds 14,680 -                  -                  

Total claim expenses 2,630,567 2,490,951 1,330,664

Total general and administrative expenses 653,618 658,624 610,366

Total operating expenses 3,284,185 3,149,575 1,941,030

Non-operating expenses:
  Loss on Disposal of Capital Assets 23 261 -                  

Total expenses 3,284,208 3,149,836 1,941,030

Increase in net assets 1,663,600 2,013,370 2,727,742

Net assets beginning of year 9,216,957 7,203,587 4,475,845
Net assets end of year $10,880,557 $9,216,957 $7,203,587

The Statement of Cash Flows 
The Statement of Cash Flows allows readers of the financial statements to assess the Association’s 
adequacy or ability to generate sufficient cash flow to meet its obligations in a timely manner.  MVRMA’s 
net cash and cash equivalents increased 26.7 percent in 2008.  MVRMA’s net cash and cash equivalents 
decreased 4.5 percent in 2007. 
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Statements of Cash Flows

2008 2007 2006
Cash flows from operating activities $1,125,041 $1,624,926 $1,643,350

Cash flows from capital and related financing
 activities (6,456) (4,550) (6,058)

Cash flows used in investing activities (43,530) (1,809,847) (1,993,685)

Net change in cash and cash equivalents 1,075,055 (189,471) (356,393)

Cash and Cash Equivalents - Beginning of year 4,023,455 4,212,926 4,569,319
Cash and Cash Equivalents - End of year $5,098,510 $4,023,455 $4,212,926

2009 Projects and Future Plans 
In 2009, MVRMA is continuing its relationship with Government Entities Mutual (GEM), but on a more 
limited basis.  (GEM is a captive reinsurer formed by intergovernmental pools in order to meet their long-
term financing needs.)  GEM is again providing casualty coverage of $1 million excess MVRMA's $1 
million self-insured retention.  However, the next $8 million in coverage was placed with General 
Reinsurance, a company rated A++ by A. M. Best.  MVRMA experienced a premium reduction for both 
placements, 16.8% for the GEM placement and 10% for the placement with GenRe.  For 2010 liability 
placements, GEM is moving forward with its plan to obtain a reinsurance treaty to provide up to $10 
million in coverage.  GEM estimates this approach will result in greater savings for all participants based 
on the larger premium volume and spread of risk.   

MVRMA continues to encourage its members to maintain a balance in the General Reserve Fund (GRF).  
The GRF is funded from surplus funds from closed loss years, with separate accounting designed to 
preserve each member's percentage ownership.  It was established as a means for stabilizing premium 
contributions from year to year without impacting a member's budget.  These funds may be used to 
supplement payment of any MVRMA invoice throughout the year. 

MVRMA's Shock Loss Fund (SLF), established in 1996 to replace stop loss insurance, has reached its 
goal of parity or greater with the current year's loss fund.  In 2008, the SLF surpassed the 2008 loss fund 
contribution of $2,525,000.  The SLF will continue to grow, however, as interest earnings are applied, as 
newer members contribute their equivalent share, or when any member's balance falls below the current 
year's loss fund contribution.     

Because MVRMA has only four employees, the loss of even one member of staff would have a negative 
impact on its operations.  In 2007, MVRMA developed a Management Succession Policy that identifies 
and develops potential successors for mission-critical roles.  As a follow-up, in 2008, a "Contingency Plan 
- Interim Program Management Procedures" was added to this policy.  In 2009, MVRMA will continue its 
emphasis on succession planning with additional cross training of employees. 

2009 marks the tenth year MVRMA has occupied its current location.  The original lease of five years with 
a five year extension will expire June 30, 2009.  The Executive Director has entered into negotiations with 
the landlord to renew the lease at the same rate as the original lease executed in 1999. 

A Strategic Planning Retreat will be held in 2009 to discuss MVRMA's strengths, weaknesses and 
untapped opportunities and provide direction for the future.           

Contacting MVRMA 
This financial report is designed to provide members, creditors and investors with a general overview of 
MVRMA’s finances and to show that MVRMA’s accountability for the monies it receives.  If you have any 
questions about this report or need additional information, contact Kathy St. Pierre by writing 4625 
Presidential Way, Kettering, OH  45429 or calling (937) 438-8878. 



2008 2007
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 5,098,510      4,023,455      
Accounts receivable:
  Claims deductibles 89,892           58,926           
  Interest 136,042         80,952           
Prepaid Items 129,250 144,351
Total current assets 5,453,694 4,307,684

NONCURRENT ASSETS:
Investments 11,651,201 10,913,183

Capital assets:
 Audio-visual material 58,405           53,704           
 Equipment 58,626           57,106           
 Office furniture 23,717           23,717           
 Leasehold improvements 12,281 12,281
Total capital assets 153,029         146,808         
Accumulated depreciation (141,893) (134,748)
Capital assets - net 11,136 12,060

Total noncurrent assets 11,662,337 10,925,243

Total Assets 17,116,031 15,232,927

LIABILITIES
CURRENT LIABILITIES:
 Claims reserve 5,030,870      4,673,651      
 Members' refunds 1,096,192      1,217,886      
 Members' credits 96,500           100,000         
 Accounts payable and accrued liabilities 11,912 24,433
Total liabilities 6,235,474 6,015,970

NET ASSETS:
 Invested in capital assets 11,136           12,060           
 Unrestricted 10,869,421 9,204,897

Total net assets $ 10,880,557 9,216,957

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC.
Statements of Net Assets

December 31, 2008 and 2007

  See notes to the basic financial statements.
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2008 2007
OPERATING REVENUES:
 Members' contributions $ 4,001,211      4,074,713      
 Claim deductibles 249,892         221,280         
 Other 1,654 31,063
Total operating revenues 4,252,757      4,327,056      

OPERATING EXPENSES:
 Claim expenses:
   Incurred claims and claim adjustment expenses 1,876,350      1,658,674      
   Reinsurance/insurance premiums 739,537         832,277         
   Closed loss year refunds 14,680 -
 Total claim expenses 2,630,567      2,490,951      

 General and administrative expenses:
   Professional fees 168,245         170,153         
   Salaries and benefits 393,250         376,689         
   Depreciation 7,357             7,649             
   Rent 43,027           43,031           
   Other 41,739 61,102
 Total general and administrative fees 653,618 658,624

Total operating expenses 3,284,185 3,149,575

OPERATING INCOME 968,572         1,177,481      

NON-OPERATING REVENUE (EXPENSE):
 Loss on disposal of capital asset (23)                (261)              
 Interest income 564,578         574,338         
 Unrealized gain on investments 130,473 261,812

Total non-operating revenue 695,028 835,889

CHANGE IN NET ASSETS 1,663,600      2,013,370      

NET ASSETS
  Beginning of year 9,216,957 7,203,587

  End of year $ 10,880,557 9,216,957

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC.
Statements of Revenues and Expenses and Changes In Net Assets

For the Years Ended December 31, 2008 and 2007

See notes to the basic financial statements.
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2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES:
  Cash received for contributions $ 3,997,711      4,074,713      
  Cash received for deductibles 218,926         215,609         
  Cash received from other sources 16,334           34,450           
  Cash payments for claims (1,519,131)     (1,045,249)     
  Cash payments for general reserve fund payouts (190,820)        (180,456)        
  Cash payments for reinsurance premiums (727,460)        (824,012)        
  Cash payments for closed loss year refunds (14,680)          -                    
  Cash payments for professional fees (170,916)        (169,295)        
  Cash payments for employment expenses (399,779)        (376,292)        
  Cash payments for rent (43,103)          (42,959)          
  Cash payments for other expenses (42,041) (61,583)

Net cash provided by operating activities 1,125,041 1,624,926

CASH FLOWS FROM CAPITAL AND RELATED FINANCING 
 ACTIVITIES:
  Purchase of capital assets (6,456) (4,550)

CASH FLOWS FROM INVESTING ACTIVITIES:
  Purchases of investments (668,052)        (2,438,638)     
  Interest and dividends on investments 624,522 628,791

Net cash used in investing activities (43,530) (1,809,847)

NET CHANGE IN CASH AND CASH EQUIVALENTS 1,075,055      (189,471)        

CASH AND CASH EQUIVALENTS:
  Beginning of Year 4,023,455 4,212,926

  End of Year $ 5,098,510 4,023,455

(Continued)

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC.
Statements of Cash Flows

For the Years Ended December 31, 2008 and 2007

See notes to the basic financial statements.
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RECONCILIATION OF OPERATING INCOME TO NET CASH
 PROVIDED BY OPERATING ACTIVITIES
  Operating Income $ 968,572         1,177,481      
  Adjustments to reconcile change in net assets to net cash 
    provided by operating activities:
     Depreciation 7,357             7,649             
     Change in operating assets and liabilities:
      Accounts receivable (30,966)          (5,671)           
      Prepaid Items 15,101           6,822             
      Claims reserve 357,219         613,425         
      Accounts payable, accrued liabilities, members' credits and 
        members' deposits (192,242) (174,780)

Net cash provided by operating activities $ 1,125,041 1,624,926

NON-CASH INVESTING ACTIVITIES:
Miami Valley Risk Management Association, Inc. had an increase
  in the fair value of investments in the amount $130,473 during 2008.
Miami Valley Risk Management Association, Inc. had a increase
  in the fair value of investments in the amount $261,812 during 2007.

(Concluded)

Statements of Cash Flows (Continued)
For the Years Ended December 31, 2008 and 2007

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC.

See notes to the basic financial statements.
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NOTE 1 – ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
Miami Valley Risk Management Association, Inc.  (the “Association”) is an Ohio not-for-profit Corporation 
organized for the public purpose of enabling its member political subdivisions to obtain insurance 
coverage.  It provides methods for paying claims, and provides a formalized, joint administered self-
insurance pool.  In addition to the self-insurance pool, the Association provides risk management 
services, loss prevention programs, and other educational programs and materials.  The members of the 
Association include the following cities within the State of Ohio:  Beavercreek, Bellbrook, Blue Ash, 
Centerville, Englewood, Kettering, Maderia, Mason, Miamisburg, Montgomery, Piqua, Sidney, Springdale, 
Tipp City, Troy, Vandalia, the Village of Indian Hill, West Carrollton, Wilmington and Wyoming. 

Basis of Accounting – The Association follows the accrual basis of accounting as required by enterprise 
funds and is not legally required to adopt a budget.  All transactions are accounted for in a single 
enterprise fund.  In accordance with Governmental Accounting Standards Board (“GASB”) Statement No. 
20, Accounting and Financial Reporting for Proprietary funds and Other Governmental Entities That Use 
Proprietary Fund Accounting, the Association has elected not to apply the provisions for the Statements 
and Interpretations of the Financial Accounting Standards Board issued after November 30, 1989.  The 
Association will continue applying all applicable pronouncements issued by the GASB. 

Member and Supplemental Contributions – The Association has classified its revenues as either 
operating or non-operating.  Non-operating revenue is the result of receipt of interest income.  Member 
and supplemental contributions are recognized on the accrual basis and are recorded as revenue in the 
period earned.  Member contributions are estimated and collected annually to produce a sum of money 
within the self-insurance pool adequate to fund administrative expenses and claims of the Association 
and to create adequate reserves for claims and unallocated loss adjustment expenses. 

Under the terms of membership, should annual member contributions not be sufficient to fund ultimate 
losses, establish adequate reserves and cover administrative expenses, the Board of Trustees may 
require supplemental contributions.  Supplemental contributions may be assessed during the entire life of 
the Association and any later period when claims or expenses, which are attributable to any membership 
year during which the event or claim occurred, need to be paid.  Upon approval of the Board of Trustees, 
transfers from the Shock Loss Fund (“SLF”) (see note 6) may occur, in lieu of supplemental contributions.  
There were no supplemental contributions in 2008 or 2007.   

Cash and cash equivalents consist of deposits with financial institutions, and a State of Ohio depository 
institution, having an original maturity of 90 days or less. 

Claims deductibles represent the first $2,500 of any claim paid by the Association which is reimbursed 
by Association members. 

Investments are stated at fair value.  Realized gains and losses are determined on the identified cost 
basis.   

STAR Ohio is an investment pool managed by the State Treasurer’s Office which allows governments 
within the State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as 
an investment company, but does operate in a manner consistent with Rule 2a7 of the Investment 
Company Act of 1940.  Investments in STAR Ohio are valued at STAR Ohio’s share price which is the 
price the investment could be sold for at year-end. 

The Association’s investment policy authorizes the Association to invest in the following: 

1.) United States treasury bills, notes, bonds, or any other obligation or security issued by the United 
States treasury or any other obligation guaranteed as to principal and interest by the United 
States;
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2.) Bonds, notes, debentures, or any other obligations or securities issued by any federal agency or 
instrumentality, including government sponsored enterprises.  All federal agency securities shall 
be direct issuances of federal government agencies or instrumentalities; 

3.) Deposits in eligible financial institutions; 

4.) Bonds, notes, or other obligations of the State of Ohio and its political subdivisions; 

5.) The State Treasury Asset Reserve of Ohio (STAR Ohio) or such successor investment pools 
operated or managed by the Treasurer of the State of Ohio; and 

6.) No-load money market mutual funds consisting exclusively of obligations described in 1 or 2 
above. 

Capital assets are carried at cost.  Depreciation is provided on the straight-line basis at rates which are 
expected to amortize the costs of the assets over their estimated useful lives.  All major classes of 
depreciable assets have a useful live of five years, except audio-visual material which is three years. 

Claim Reserves and Unallocated Loss Adjustment Expenses – Provisions for claims reserves and 
claims adjustment expenses are based on information reported by members and are calculated by the 
Association’s claims manager and actuary.  These amounts represent an estimate of reported, unpaid 
claims, plus a provision for claims incurred but not reported.  The Association’s management believes the 
estimate of the liability for claims reserves is reasonable and supported by valid actuarial calculations; 
however, actual incurred losses and loss adjustment expenses may not conform to the assumptions 
inherent in the determination of the liability.  Accordingly, the ultimate settlement of losses and related 
loss adjustment expenses may vary from the estimated amounts included in the accompanying financial 
statements.  Should the provision for claims reserves not be sufficient, supplemental contributions as 
discussed above may be assessed subsequent to Board approval. 

Member Credits – The bylaws of the Association provide that surplus operating funds may be used to 
credit future annual contributions at the discretion of the Board of Trustees.  For the years ended 
December 31, 2008 and 2007, member contributions are presented net of a credit of $96,500 and 
$100,000, respectively. 

Member Refunds – Closed loss year refunds were $14,680 and $0 for 2008 and 2007, respectively.  In 
addition to the closed loss year refunds, amounts relating to refunds of prior years’ insurance premiums 
can be credited to members. In 2008 and 2007, the Association received $339 and $3,387, respectively, 
which can be attributed to premium refunds. 

Net assets represent the excess of revenues over expenses since inception.  It is displayed in three 
components as follows: 

Invested in capital assets consists of capital assets, net of accumulated depreciation. 

Restricted consists of net assets that are legally restricted by outside parties or by law through 
constitutional provisions or enabling legislation. 

Unrestricted consists of net assets that do not meet the definition of “restricted” or “invested in capital 
assets, net of related debt.” 

As of December 31, 2008 and 2007, the Association does not have any “restricted” net assets.  Under 
certain conditions, the Association may distribute all or part of the net assets to those members who 
constituted the self-insurance pool during the years when such surplus member funds were earned, 
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provided that such members must also be members of the Association in the year in which said 
distribution is made. 

In the event of termination of the Association, all members of the Association, past and present, are 
obligated for any necessary supplemental contributions attributable to the years during which they were 
members.  After all claims and related expenses have been properly paid or reserves established for the 
payment of any such claims, any surplus member funds shall be distributed to members in proportion to 
their interest in such surplus member funds. 

Income taxes – The Internal Revenue Service has ruled that premiums and investment income with 
respect to premium receipts are excluded from taxable income of the Association under Section 115 of 
the Internal Revenue Code of 1986.  Therefore, the Association is not subject to tax. 

Use of Estimates – The preparation of financial statements in conformity with accounting principles 
generally accepted in the United State 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.  Actual results could differ from those estimates. 

New Accounting Pronouncements – Effective January 1, 2008, the Association adopted the provisions 
of the following statements: 

GASB Statement No. 45, “Accounting and Financial Reporting by Employers for Postemployment 
Benefits Other Than Pensions” which improves the relevance and usefulness of financial reporting by 
requiring systematic, accrual-basis measurement and recognition of OPEB costs over a period that 
approximates employees’ years of service and providing information about actuarial accrued liabilities 
associated with OPEB and whether and to what extent progress is being made in funding the plan.  
The OPEB liability at transition was determined in accordance with this statement for OPERS in the 
amount of $636 which is the same as the previously reported liabilities. 

GASB Statement No. 49, “Accounting and Financial Reporting for Pollution Remediation Obligations” 
addresses reporting standards for pollution remediation obligations.   The implementation of this 
statement did not result in any changes to the financial statements. 

GASB Statement No. 50, “Pension Disclosures-an amendment of GASB Statements No. 25 and No. 
27” requires employers contributing to defined benefit pension plans to include the legal or 
contractual maximum contribution rates in the notes to the financial statements.  The implementation 
of this statement did not result in any changes to the financial statements. 

GASB Statement No. 51, “Accounting and Financial Reporting for Intangible Assets” establishes 
accounting and financial reporting requirements for intangible assets including easements, water 
rights, timber rights, patents, trademarks, and computer software.  The implementation of this 
statement did not result in any changes to the financial statements. 

GASB Statement No. 53, “Accounting and Financial Reporting for Derivative Instruments” addresses 
the recognition, measurement, and disclosure of information regarding derivative instruments entered 
into by state and local governments.  The implementation of this statement did not result in any 
changes to the financial statements. 
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Effective January 1, 2007, the Association adopted the provisions of GASB Statement No. 48, “Sales and 
Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future 
Revenues.”  This statement establishes criteria that governments will use to ascertain whether certain 
transactions should be regarded as sales or as collateralized borrowings.  The statement also includes 
disclosure requirements for future revenues that are pledged or sold.  This statement had no effect on net 
assets.   

NOTE 2 – DEPOSITS AND INVESTMENTS
Deposits as of December 31, 2008  
Custodial credit risk is the potential for loss of the government’s deposits in the event of bank failure.  
Protection of the Association’s cash and deposits is provided by the Federal Deposit Insurance 
Corporation as well as qualified securities pledged by the institution holding the assets.  By law, financial 
institutions must collateralize all public deposits.  The face value of the pooled collateral must equal at 
least 105 percent of public funds deposited.  Collateral is held by trustees including the Federal Reserve 
Bank and designated third parties of the financial institution.  The Association’s investment policy states 
the amount of collateral provided will not be less than 110% of the fair market value of the net amount of 
the Association’s funds secured, except in the case of pooled collateral, where the collateral will not be 
less than 105% and overnight repurchase agreements, where the collateral will not be less than 100% of 
the fair market value of the net amount of the Association’s funds secured. 

At December 31, 2008, the carrying amount of the Association’s deposits was $634,239 and the bank 
balance was $651,459.  $250,000 of the Association’s deposits was insured by federal depository 
insurance.  Based on the criteria described in GASB Statement No. 40, “Deposit and Investment Risk 
Disclosures”, $401,459 of the Association’s bank balance was exposed to custodial risk and was 
collateralized with securities held by the pledging financial institution’s trust department or agent but not in 
the Association’s name. 

Investments as of December 31, 2008 
At December 31, 2008, the Association had the following investments: 

Investment Maturity Fair Value
Star Ohio 54.7 days $ 4,464,271         
Federal Home Loan Mortgage Corp Bonds 2013 500,935
Federal Home Loan Bank Bonds 2011 1,034,065
Federal Home Loan Bank Bonds 2012 8,257,675
Federal Farm Credit Bank Bonds 2011 350,983
Federal Farm Credit Bank Bonds 2012 687,577
Government Equity Mutual, Inc. (See Note 5) N/A 819,966

Total $ 16,115,472       

Interest Rate Risk – The Ohio Revised Code generally limits security purchases to those that mature 
within five years of the settlement date.  The Association’s investment policy further limits that 
investments shall not be made that will cause the average duration of the portfolio to exceed three years. 

Credit Risk – The Association’s investment policy does not further limit investment choices.  The 
Association’s investment in STAR Ohio is rated AAA by Standard and Poor’s.  The Association’s 
investments with the Federal Home Loan Mortgage Corporation, Federal Home Loan Bank, and Federal 
Farm Credit Bank are rated AAA by Standard and Poor’s.  The Association’s investment in GEM is not 
rated. 



MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC. 
Notes to the Basic Financial Statements 

For the Years Ended December 31, 2008 and 2007 

16 

Concentration of Credit Risk – The Association’s investment policy states “no more than 25% of the total 
investment portfolio shall be invested with any one eligible financial institution as a time deposit at the 
time a deposit is made, exclusive of United States Treasury securities, all Federal Agency securities, and 
STAR Ohio.”  The Association’s investments are in the following at December 31, 2008: 

Investment Percent
Star Ohio 28%
Federal Home Loan Mortgage Corp Bonds 3%
Federal Home Loan Bank Bonds 58%
Federal Farm Credit Bank Bonds 6%
GEM 5%

Deposits and Investments as of December 31, 2007 
Custodial credit risk is the potential for loss of the government’s deposits in the event of bank failure.  
Protection of the Association’s cash and deposits is provided by the Federal Deposit Insurance 
Corporation as well as qualified securities pledged by the institution holding the assets.  By law, financial 
institutions must collateralize all public deposits.  The face value of the pooled collateral must equal at 
least 105 percent of public funds deposited.  Collateral is held by trustees including the Federal Reserve 
Bank and designated third parties of the financial institution. The Association’s investment policy states 
the amount of collateral provided will not be less than 110% of the fair market value of the net amount of 
the Association’s funds secured, except in the case of pooled collateral, where the collateral will not be 
less than 105% and overnight repurchase agreements, where the collateral will not be less than 100% of 
the fair market value of the net amount of the Association’s funds secured. 

At December 31, 2007, the carrying amount of the Association’s deposits was $708,513 and the bank 
balance was $715,217.  $100,000 of the Association’s deposits was insured by federal depository 
insurance.  Based on the criteria described in GASB Statement No. 40, Deposit and Investment Risk 
Disclosures, $615,217 of the Association’s bank balance was exposed to custodial risk and was 
collateralized with securities held by the pledging financial institution’s trust department or agent but not in 
the Association’s name. 

At December 31, 2007, the Association had the following investments: 

Investment Maturity Fair Value
Star Ohio 30 days $ 3,314,942         
Federal Home Loan Mortgage Corp 2011 299,373
Federal Home Loan Mortgage Corp 2012 452,984
Federal Home Loan Mortgage Corp 2010 1,048,253
Federal Home Loan Bank Bonds Step 2008 1,102,707
Federal Home Loan Bank Bonds Step 2010 250,157
Federal Home Loan Bank Bonds 2008 649,862
Federal Home Loan Bank Bonds 2010 2,393,852
Federal Home Loan Bank Bonds 2011 2,829,559
Federal Home Loan Bank Bonds 2012 1,136,436
Government Equity Mutual, Inc. (See Note 5) N/A 750,000

Total $ 14,228,125
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Interest Rate Risk – The Ohio Revised Code generally limits security purchases to those that mature 
within five years of the settlement date.  The Association’s investment policy further limits that 
investments shall not be made that will cause the average duration of the portfolio to exceed three years. 

Credit Risk – The Association’s investment policy does not further limit investment choices.  The 
Association’s investment in STAR Ohio is rated AAAm by Standard and Poor’s.  The Association’s 
investments with the Federal Home Loan Mortgage Corporation and Federal Home Loan Bank are rated 
AAA by Standard and Poor’s.  The Association’s investment in GEM is not rated. 

Concentration of Credit Risk – The Association’s investment policy states “no more than 25% of the total 
investment portfolio shall be invested with any one eligible financial institution as a time deposit at the 
time a deposit is made, exclusive of United States Treasury securities, all Federal Agency securities, and 
STAR Ohio.”  The Association’s investments are in the following at December 31, 2007: 

Deposits and Investments as of December 31, 2007 

Investment Percent
Star Ohio 23%
Federal Home Loan Mortgage Corp 13%
Federal Home Loan Bank Bonds Step 10%
Federal Home Loan Bank Bonds 49%
GEM 5%

NOTE 3 – CAPITAL ASSETS 
Capital assets activity for the year ended December 31, 2008, was as follows: 

Balance Transfers/ Balance
01/01/08 Additions Disposals 12/31/08

Capital Assets Being Depreciated:
Audio-Visual $53,704 4,701        -          $58,405
Equipment 57,106 1,755        (235)        58,626
Leasehold Improvements 12,281 -            -          12,281
Office Furniture 23,717 -            -          23,717
Total Property and Equipment 146,808 6,456 (235) 153,029

Less:  Accumulated Depreciation
Audio-Visual (48,071)           (3,916)       -          (51,987)       
Equipment (53,343)           (2,812)       212          (55,943)       
Leasehold Improvements (12,281)           -            -          (12,281)       
Office Furniture (21,053)           (629)          -          (21,682)       
Total Accumulated Depreciation (134,748) (7,357) 212 (141,893)

Total Capital Assets Being Depreciated, net $12,060 ($901) ($23) $11,136
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NOTE 4 – SELF-INSURED RETENTION 
The Association retains responsibility for the payment of claims within specified self-insured retention 
limits prior to the application of coverage provided by excess insurance and reinsurance contracts.  The 
Association’s per-occurrence retention limit for all liability matters, excluding property, was $1,000,000 in 
both 2008 and 2007.  From 7/1/08 to 7/1/09, and from 7/1/07 to 7/1/08, property had a per occurrence 
retention limit of $200,000, and boiler and machinery had a per occurrence retention limit of $5,000. For 
every occurrence, the member was charged a deductible equal to the amount of the claim or $2,500, 
whichever was less. 

NOTE 5 – EXCESS INSURANCE AND REINSURANCE CONTRACTS 
The Association maintains excess insurance and reinsurance contracts with insurance carriers who 
provide various limits of coverage over the Association’s self-insured retention limits.  Under the 
Association’s bylaws, the Board of Trustees annually determines the types of excess 
insurance/reinsurance to purchase as well as appropriate limits.  For the loss years ended December 31, 
2008 and 2007, the Association purchased the following types of insurance/reinsurance in excess of the 
Association’s self-insured retention: 

Excess Insurance/Reinsurance 2008 2007

General liability (including law enforcement) $9,000,000 $9,000,000
Automobile liability 9,000,000 9,000,000
Public official liability:
  Per occurrence 9,000,000 9,000,000
  Per member annual aggregate 9,000,000 9,000,000
Employment Practices Liability:
  Per occurrence 9,000,000 9,000,000
  Per member annual aggregate 9,000,000 9,000,000
Property (excluding flood and earthquake)
  7/1/06-7/1/07 350,000,000 350,000,000
  7/1/07-7/1/08 1,000,000,000 1,000,000,000
  7/1/08-7/1/09 1,000,000,000
Flood and earthquake - property - per occurrence &
  annual aggregate
  7/1/06-7/1/07 20,000,000 20,000,000
  7/1/07-7/1/08 25,000,000 25,000,000
  7/1/08-7/1/09 25,000,000

In 2008 and 2007, MVRMA reinsured its excess casualty program with GEM (a captive reinsurer formed 
by intergovernmental pools in order to meet their long-term financing needs) for $9 million excess its $1 
million self-insured retention.  GEM then retro ceded $8 million to Munich Re America.   

During 1996, the Association established a Shock Loss Fund (SLF) to replace the aggregate stop-loss 
policy.  The Association’s members will contribute to the SLF based on a moving target equal to the 
annual loss fund.  The Association’s members will annually fund approximately 15 percent of the moving 
target until the balance of the SLF is equivalent to the current year’s annual loss fund.  Once a member 
has at least the current year’s regular loss fund contribution on account in the Association’s SLF, it will not 
be asked to contribute additionally to the SLF.  Any member whose balance falls below its targeted 
amount will be required to contribute the amount needed to reach its targeted amount, or 15% of the 
current annual loss year contribution, whichever is less.  During 2008, the SLF was replenished with 
$350,000, from the closure of loss years in 2008. 
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In the event that a series of losses or a single loss should exceed the amount of coverage provided by the 
self-insurance fund and excess insurance and any amount of supplemental payments for which members 
are obligated, then the payment of any uncovered value loss is the obligation of the individual member or 
members against which the claims were made.  In the unlikely event that all or any of the insurance 
companies are unable to meet their obligations under the excess insurance and reinsurance contracts, 
the Association and its members would be responsible for such defaulted amounts. 

NOTE 6 – CLAIMS RESERVE 
As discussed in Note 1, the Association establishes a claims reserve liability which includes both reported 
and unreported insured events and estimates of future payment of losses and related claims adjustment 
expenses.  The changes in the aggregate liabilities for the Association are as follows: 

2008 2007
Unpaid claims and claim adjustment expenses - 
  Beginning of Year 4,673,651$     4,060,226$

Incurred claims and claim adjustment expenses:
  Provision for insured events of the current year 2,695,757       2,208,379       
  Decrease in provision for insured events of prior years (1,126,806)      (720,388)         

   Total incurred claims and claim adjustment expenses 1,568,951       1,487,991       

Payments:
  Claims and claim adjustment expenses attributable to
   insured events of the current year 434,758          176,794          
  Claims and claim adjustment expenses attributable to
   insured events of prior years 776,974          697,772          

   Total Payments 1,211,732       874,566          

Unpaid claims and claim adjustment expenses - 
  End of Year 5,030,870$    4,673,651$

December 31

NOTE 7 - PUBLIC EMPLOYEES RETIREMENT SYSTEM DEFINED BENEFIT PENSION PLAN 
All of the Association’s employees are covered by the Ohio Public Employees Retirement System 
(OPERS).  OPERS administers three separate pension plans.  1.) The Traditional Pension Plan is a cost-
sharing, multiple-employer defined benefit pension plan.  2.) The Member-Directed Plan is a defined 
contribution plan in which the member invests both member and employer contributions (employer 
contributions vest over five years at 20% per year).  Under the member directed plan, members 
accumulate retirement assets equal to the value of the member and vested employer contributions, plus 
any investment earnings.  3.) The Combined Plan is a cost-sharing, multiple-employer defined benefit 
pension plan that has elements of both a defined benefit and a defined contribution plan. Under the 
combined plan, employer contributions are invested by the retirement system to provide a formula 
retirement benefit similar to the Traditional Plan benefit.  Member contributions, whose investment is self-
directed by the member, accumulate retirement assets in a manner similar to the Member-Directed Plan. 

OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments 
to members of the Traditional and Combined Plans.  Members of the Member Directed Plan do not 
qualify for ancillary benefits.  Authority to establish and amend benefits is provided by Chapter 145 of the 
Ohio Revised Code.  OPERS issues a stand-alone financial report that may be obtained by writing to 
OPERS, 277 E. Town St., Columbus, OH 43215-4642 or by calling (614) 222-6701. 
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The Ohio Revised Code provides statutory authority for member and employer contributions.  For the 
year ended December 31, 2008, members contributed 10%.  For the year ended December 31, 2007, 
members contributed 9.5%. For the year ended December 31, 2006, the Association employees were 
required to contribute 9.0 percent of their annual covered salary.   

A portion of the employer’s contribution to OPERS is set aside for the fund of post retirement health care 
benefits.  The Association’s contribution rate for 2008 was 14 percent, of which 7 percent was used to 
fund pension benefits and 7 percent was used to fund health care.  The Association’s contribution rate for 
2007 was 13.85 percent, of which 8.85 percent was used to fund the pension benefits and 5 percent was 
used to fund health care from January 1 through June 30, 2007.  From July 1 through December 31, 
2007, 7.85 percent was used to fund the pension benefits and 6 percent was used to fund health care. 
Employer contribution rates are actuarially determined. The Ohio Revised Code currently limits the 
employer contribution to a rate not to exceed 14 percent.

The Association’s required contributions for pension obligations to the traditional plan for the years ended 
December 31, 2008, 2007, and 2006 were $19,713, $23,057, and $17,332, respectively; 98 percent has 
been contributed for 2008 and 100 percent for 2007 and 2006.  

NOTE 8 - POSTEMPLOYMENT BENEFITS
In addition to the pension benefits described in Note 7, the Ohio Public Employees Retirement System 
(OPERS) provides postretirement health care coverage, commonly referred to as OPEB (other 
postemployment benefits).  OPERS administers three separate pension plans, the Traditional Pension 
Plan (TP), the Member-Directed Plan (MD) and the Combined Plan (CP), all of which are described in 
Note 7. 

Plan Description - OPERS maintains a cost-sharing multiple employer defined benefit post-employment 
health care plan, which includes a medical plan, prescription drug program and Medicare Part B premium 
reimbursement, to qualifying members of both the Tradition Pension and the Combined Plans.  Members 
of the member-directed plan do not qualify for ancillary benefits.  

In order to qualify for post-employment health care coverage, age and service retirees under the 
Traditional Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit.  
Health care coverage for disability benefit recipients and qualified survivor benefits is available.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible 
members and beneficiaries. Authority to establish and amend benefits is provided by Chapter 145 of the 
Ohio Revised Code.   

Disclosures for the health care plan are presented separately in the OPERS financial report that may be 
obtained by writing to OPERS, 277 E. Town St., Columbus, OH 43215-4642 or by calling (614) 222-6701 
or (800) 222-7377. 

Funding Policy – The post-employment health care plan was established under, and is administered in 
accordance with, Internal Revenue Code 401(h).  The Ohio Revised Code requires that public employers 
fund post-employment health care through contributions to OPERS.  A portion of each employer’s 
contribution to the traditional or combined plans is set aside for the funding of post-employment health 
care.  Each year, the OPERS Retirement Board determines the portion of the employer contribution rate 
that will be set aside for funding of post employment health care benefits.  The Ohio Revised Code 
provides statutory authority for employer contributions.   
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The Association’s contribution rate for 2008 was 14 percent, of which 7 percent was used to fund the 
pension benefits and 7 percent was used to fund health care. The Association’s contribution rate for 2007 
was 13.85 percent, of which 8.85 percent was used to fund the pension benefits and 5 percent was used 
to fund health care from January 1 through June 30, 2007.  From July 1 through December 31, 2007, 
7.85 percent was used to fund the pension benefits and 6 percent was used to fund health care.

The Association’s contributions allocated to fund post-employment health care benefits for the years 
ended December 31, 2008, 2007, and 2006 were $19,713, $15,456, and $7,536, respectively; 98 percent 
has been contributed for 2008 and 100 percent for 2007 and 2006.  

On September 9, 2004, the OPERS Retirement Board adopted a Health Care Preservation Plan (HCPP) 
with an effective date of January 1, 2007. Member and employer contribution rates increased as of 
January 1, 2006, January 1, 2007, and January 1, 2008, which allowed additional funds to be allocated to 
the health care plan.

NOTE 9 – COMMITMENTS 
Leases - The Association leases office space under a lease which was renewed for five years effective 
July 1, 2004.  Rental expense for the lease was $40,040 in 2008.  Rental expense for the lease was 
$40,040 in 2007.  Future minimum lease payments are $20,020 in 2009. 

NOTE 10 – LITIGATION AND CLAIMS 
The Association is party to various legal proceedings, which normally occur in the course of claims 
processing operations.  Management believes that the outcome of such claims has been adequately 
accrued in the claims reserve liability and excess will be covered by insurance carriers that provide 
excess insurance and reinsurance contracts.  Nevertheless, due to uncertainties in the settlement 
process, it is at least reasonably possible that management’s view of the outcome could change 
materially in the near term. 
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General Automobile Property
Liability Liability Liability Total

Unpaid claims and claim adjustment expenses - 
  Beginning of Year $ 2,603,117 1,136,273 934,261 4,673,651

Incurred claims and claim adjustment expenses:
  Provision for insured events of the current year 1,424,087      390,476         881,194         2,695,757
  Decrease in provision for insured events of prior years (780,777) (217,659) (128,370) (1,126,806)

   Total incurred claims and claim adjustment expenses 643,310 172,817 752,824 1,568,951

Payments:
  Claims and claim adjustment expenses attributable to
   insured events of the current year 55,802           39,736           339,220         434,758
  Claims and claim adjustment expenses attributable to
   insured events of prior years 449,362 167,444 160,168 776,974

   Total Payments 505,164 207,180 499,388 1,211,732

Unpaid claims and claim adjustment expenses - 
  End of Year $ 2,741,263 1,101,910 1,187,697 5,030,870

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC
Reconciliation of Claim Liabilities by Type of Contract

For the Year Ended December 31, 2008
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General Automobile Property
Liability Liability Liability Total

Unpaid claims and claim adjustment expenses - 
  Beginning of Year $ 2,141,159 1,045,446 873,621 4,060,226

Incurred claims and claim adjustment expenses:
  Provision for insured events of the current year 1,334,229       391,067          483,083          2,208,379       
  Decrease in provision for insured events of prior years (405,043) (222,592) (92,753) (720,388)

   Total incurred claims and claim adjustment expenses 929,186 168,475 390,330 1,487,991

Payments:
  Claims and claim adjustment expenses attributable to
   insured events of the current year 16,985            39,166            120,643          176,794          
  Claims and claim adjustment expenses attributable to
   insured events of prior years 450,243 38,482 209,047 697,772

   Total Payments 467,228 77,648 329,690 874,566

Unpaid claims and claim adjustment expenses - 
  End of Year $ 2,603,117 1,136,273 934,261 4,673,651

MIAMI VALLEY RISK MANAGEMENT ASSOCIATION, INC.
Reconciliation of Claim Liabilities by Type of Contract

For the Year Ended December 31, 2007
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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 
 
 
Board of Trustees 
Miami Valley Risk Management Association 
Kettering, OH 
 
We have audited the financial statements of Miami Valley Risk Management Association (the 
Association), as of and for the year ended December 31, 2008, which collectively comprise the 
Association’s basic financial statements, wherein we noted the Association implemented GASB 
Statement No. 48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers 
of Assets and Future Revenues and have issued our report thereon dated June 17, 2009.  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. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the Association’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing an opinion on 
the financial statements and not for the purpose of expressing an opinion on the effectiveness of the 
Association’s internal control over financial reporting. Accordingly, we do not express an opinion on 
the effectiveness of the Association’s internal control over financial reporting. 
 
A control deficiency 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 
misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process or 
report financial data reliably in accordance with generally accepted accounting principles, such that 
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is 
more than inconsequential will not be prevented or detected by the entity’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results 
in more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal control 
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in 
internal control over financial reporting that we consider to be material weaknesses, as defined above. 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Association’s 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. 
 
This report is intended solely for the information and use of the Board of Trustees, the finance 
committee and the management of the Association and is not intended to be and should not be used 
by anyone other than these specified parties. 
 

 
 
Springfield, Ohio 
June 17, 2009 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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