















































ABAG PLAN CORPORATION
Notes to Financial Statements

NOTE 2 - CASH AND INVESTMENTS (Continued) l

The sensitivity of the fair values of PLAN’s investments to market interest rate fluctuations can
be analyzed by the following distribution of PLAN’s cash and investments by maturity:

12 Months or 131024 25 1o 60 More than
Cash and Investments less Months Months 60 Months Total
Investments with Original Maturities of
3 Months or Greater:
U.S. Agency Obligations
Federal Home Loan Bank $4,041,192 $3,105,519 $4,054,338 $7.971,130  $19,172,179
Federal Home Loan
Mortgage Corporation 3,042,109 6,157,248 9,199,357
Federal National Mortgage :
Association 2,025,780 2,025,780
Federal Farm Credit Bank 2,042,124 2,017,328 4,059,452
Corporate Notes 5,032,048 5,032,048
Subtotal Investments 9,125,425 13,305,875 9,086,386 7,971,130 39,488,816
Cash and Cash Equivalents:
Cash in Banks 2,924,691 2,924,691
Local Agency Investment Fund 1,640,306 1,640,306
Subtotal Cash and Cash Equivalents 4,564,997 4,564,997
Total Cash and Investments $13,690,422 $13,305,875 $9,086,386 $7.971,130  $44,053,813

As of year end, the weighted average maturity of the investments in the LAIF investment pool is
approximately 212 days.

C. Credit Risk

Credit risk is the risk of failure of an issuer of an investment in fulfilling its obligation to the
holder of the investment. Presented below is the actual rating by Moody’s as of June 30, 2008
for each investment type:

Rating at year end
Exempt from
Disclosure Aaa Aa
Local Agency Investment Fund $1,640,306
U.S. Agency Obligations $34,456,768
Corporate Notes $5,032,048
Total $1,640,306 $34,456,768 $5,032,048
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ABAG PLAN CORPORATION
Notes to Financial Statements

NOTE 2 - CASH AND INVESTMENTS (Continued) l

Concentration of Credit Risk

PLAN’s investment policy contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the California Government Code. Investments in any one issuer,
other than U.S. Treasury securities, mutual funds, and external investment pools that represent
5% or more of total entity-wide investments, are as follows at June 30, 2008:

Issuer Investment Type Amount
Federal Home Loan Bank Federal Agency Securities  $19,172,179
Federal Home Loan Mortgage
Corporation _ Federal Agency Securities 9,199,357
Federal Farm Credit Bank Federal Agency Securities 4,059,452
CitiGroup Corporate Note 2,995,335

D. Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, PLAN may not be able to recover its deposits or collateral securities that are
in the possession of an outside party. Under California Government Code Section 53651,
depending on specific types of eligible securities, a bank must deposit eligible securities posted
as collateral with its agent having a fair value of 105% to 150% of the public agency’s deposit.
All of PLAN’s deposits are either insured by the Federal Depository Insurance Corporation
(FDIC) or collateralized with pledged securities held in the trust department of the financial
institutions in PLAN’s name.

In addition, the custodial credit risk for investments is the risk that, in the event of the failure of
the counterparty (e.g. broker-dealer) to a transaction, PLAN may not be able to recover the value
of its investment or collateral securities that are in the possession of another party. PLAN’s
Investment Policy limits its exposure to custodial credit risk by requiring that all security
transactions entered into by PLAN, be conducted on a delivery-versus-payment basis. Securities
are to be held by a third party custodian.

E. Local Agency Investment Fund

PLAN is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. PLAN reports its investment in LAIF at the fair value amount provided by LAIF. The
balance available for withdrawal is based on the accounting records maintained by LAIF, which are
recorded on an amortized cost basis. Included in LATF’s investment portfolio are collateralized
mortgage obligations, mortgage-backed securities, other asset-backed securities, loans to certain
state funds, and floating rate securities issued by federal agencies, government-sponsored
enterprises, United States Treasury Notes and Bills, and corporate notes.
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ABAG PLAN CORPORATION
Notes to Financial Statements

[ NOTE 2 - CASH AND INVESTMENTS (Continued)

F. Statement of Cash Flows

For purposes of the statement of cash flows, PLAN considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

NOTE 3 - RESERVES FOR CLAIMS AND CLAIMS ADJUSTMENT EXPENSES

Reconciliation of Reserves
Reserves for claims and claim adjustment expenses changed as follows:

General Liability Pool Property Liability Pool
2008 2007 2008 2007

Reserves for claims and claim settlement expenses,

beginning of year $17,471,091 $20,033,000 $157,500 $157,500
Provision for claims and claim settlement expenses

attributable to insured events of:

Current year 5,184,000 4,938,000 157,500 157,500
Prior years 2,660,970 (5,551,918) 330,819 385,728
Total incurred claims and claim settlement expenses 7,844,970 (613,918) 488,319 543,228

Less settlement of claims and claim settlement expenses
attributable to insured events of current and prior fiscal years:

Claims paid -- current year (15,240) (414,942) (224,725)

Claims paid -- prior years (8,233,061) (1,932,751) (73,377) (318,503)
Total payments (8,233,061) (1,947,991) (488,319) (543,228)
Reserves for claims and claim settlement expenses, end of year __$17,083,000 $17,471,091 $157,500 $157,500

Components of unpaid claim liabilities:

Reserves for claims and claim settlement expenses $15,381,000 $15,722,091 $150,000 $150,000
Reserves for unallocated loss settlement expenses 1,702,000 1,749,000 7,500 7,500
Total $17,083,000 $17,471,091 $157,500 $157,500
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ABAG PLAN CORPORATION
Notes to Financial Statements

| NOTE 4 - CAPITAL ASSETS |

Capital Assets activity was as follows for the year ended June 30, 2008:

2007 Additions 2008
Cost
Capitalized software $432,838 $432,838
Automobiles 52,715 52,715
Total 485,553 485,553
Accumulated depreciation
Capitalized software 432,838 432,838
Automobiles 27,876 $13,179 41,055
Total 460,714 13,179 473,893
Capital Assets, Net $24,839 ($13,179) $11,660
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Earmed premiums
Excess insurance premiums

Net Earned
Investment income allocation:

FY 07-08
FY 06-07
FY 05-06
FY 04-05
FY 03-04
FY 02-03
FY 01-02
FY 00-01
FY 99-00
FY98-99

Net earned premiums
and investment revenues

Unallocated expenses
Funds available for claims

Paid (cumulative) as of:
End of program year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

Estimated reserves for claims and
claims adjustment expenses

End of policy year

One year later

Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

Re-estimated incurred claims and
claims adjustment expenses:

End of policy year

One year later

Two years later

Three years later

Four years later

Five years later

Six years later

Seven years later

Eight years later

Nine years later

Change in estimated net incurred
claims from end of policy year

(10) Net Asset Distributions

Paid 7/01

(11) Total Net Asset Distributed

(12) Funds available after estimated

claims and net asset distributions

ABAG PLAN CORPORATION

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
TEN-YEAR CLAIMS DEVELOPMENT INFORMATION - GENERAL LIABILITY POOL

YEARS ENDED JUNE 30
(dollars in thousands)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
$4980  $4,695 $4916  $5486  $6223  $6,300  $6,979 $7.475 $8,085 $7,906
250 370 445 544 562 777 710
4,980 4,695 4916 5,236 5,853 5,856 6,436 6,913 7,308 7,196
($68) $148 $178 $42 ($197) $173 $206 $200 $215 $96
(75) 160 165 46 211) 168 222 208 232
(70) 152 185 44 (204) 180 207 207
(61) 142 177 54 71) 172 197
6 131 164 70 144 180
14 141 173 173 162
30 141 200 193
247 167 230
189 160
39
5281 6,037 6388 5,858 5476 6,729 7,268 7,528 7,755 7,292
1,514 1,647 1,394 1,597 1,844 2,137 2,532 2,825 2,799 5,086
3,767 4,390 4,994 4,261 3,632 4,592 4,736 4,703 4,956 2,206
1,865 66 53 955 59 29 97 15
2,574 735 234 580 1,247 529 102 255 57
3,280 928 960 2,589 5,716 600 873 905
3,659 1,073 1,046 3,016 8,180 969 1,838
3,979 1,203 1,070 3,284 8,124 944
4,141 1,213 1,146 3,278 8,667
5,470 1,213 1,710 4,573
5,567 1,200 1,710
5,594 1,200
5,594
3,400 3,444 3,926 3,985 3,039 4,302 8,095 8,581 4,938 5,194
2,537 3,022 3,573 2,832 4,464 3,935 5,170 4,183 4412
) 3,116 3,151 3,678
1,752 1,234 1,297 1,280 1,166 1,874 1,625
1,455 211 483 856 1,095 950
1,054 334 272 1,899 789
366 144 100 376
304 49 69
182
5,265 3,510 3979 3,985 3,994 4,361 8,124 8,678 4,953 5,194
5,111 3,756 3,807 3,412 5,711 4,464 5272 4,438 4,469
5,322 3,560 3,137 4,708 9,094 3,716 4,024 4,583
5411 2,307 2,343 4,296 9346 2,843 3,463
5,434 1,414 1,553 4,140 9,219 1,894
5,195 1,547 1,418 5,177 9,456
5,836 1,357 1,810 4,949
5,871 1,249 1,778
5,776 1,200
5,594
329 (2,310)  (2,201) 964 5,462 (2,467)  (4,661)  (4,095) (484)
(225) 217) (254)
(225) @17 (254)
(1,602) 3,407 3,470 (688)  (5,824) 2,698 1,273 120 487 (2,988)
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ABAG PLAN CORPORATION
REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

TEN-YEAR CLAIMS DEVELOPMENT INFORMATION - PROPERTY LIABILITY POOL
YEARS ENDED JUNE 30

(dotlars in thousands)

1999 2006 2001 2002 2003 2004 2005 2006 2007 2008
{1} Eamed premiums $529  $529  $439 3516 %829  $822 $984  $893  $i004 $892
Excess insurance premiyms 248 319 380 347 679 658 774 718 858 727
Net Earsed 281 210 59 169 150 164 210 175 146 165
(2) Investment income aliocation:
FY 07-08 18 il 4 7 (2) 4 (16) €3] (14)
FY 06-07 i5 g 3 5 (9 4} 4) (2 {4y
FY 0506 i2 7 2 4 (1 3 {3 (n
FY 04.05 10 6 2 4 2 2
FY 03.04 4 3 ] z (2) i
FY 0203 7 4 ] 2 3
FY 01.02 10 10 9 9
FY 006-01 i 19 9
FY 9900 10 10
FY 98-9% 7
(3) Wet carned promiums and investment revenues 385 280 a0 202 143 167 20% 146 134 151
(4) Unallocated expenses 16 56 | 13
(5) Funds available for claims 369 224 50 201 130 167 201 146 i3 151
{6) Paid (cumulative) as of:
Fnd of program year 6 7 9 63 214 19 163 208 225 415
One year later 54 20 2% 76 243 105 273 420 294
Two years later 65 20 22 82 237 102 283 424
Three years later 65 20 22 82 255 198 283
Four years later 63 20 22 81 255 199
Five years later 40 26 22 81 285
Six years later 46 20 22 81
Seven years later 46 20 22
Eight years fater 40 20
Nine years later 40
{7) Estimated reserves for claims and
claims adjustiment expenses
End of policy year 150 150 51 150 157 157 157 158 158 158
One year later 1
Two years iater 2
Four yeass later
Five years later
Six years kater
Seven years later
ight years later
Nine years later
{8) Re-cstimaied incurred claims and
claims adjustment expenses:
£nd of policy year 156 7 9 213 371 176 322 365 452 573
One year later 54 21 21 76 243 105 273 420 294
Two years Tater 47 20 22 82 237 102 283 424
Three years later 65 20 22 82 255 199 283
Four years later 65 20 22 8i 25% 199
Five years later 4G 20 22 81 255
Six years later 40 20 22 81
Seven years later 40 20 22
Eight years later 40 20
Nine years later 40
{9) Change in estimated net incurred
claims from end of pelicy year {118} 13 I3 {132y (116} 23 (3% 59 (158) 573
{10} Net Asset Adjustment FY 04-05 104
(12) Funds available after estimated claims 329 204 68 120 (21) (32) 82) (2718) (160) (422)



ABAG PLAN CORPORATION
Notes to Financial Statements

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

The preceding tables illustrate how PLAN’s eamned revenue (net of excess insurance) and investment
income compare to related costs of loss and other expenses assumed by PLAN as of the end of each of the
past ten years. The rows of table are defined as follows:

(1) This line shows the total of each fiscal year’s gross earned premium revenue, premium revenue
ceded to excess insurers and net earned premium revenues.

(2) This line shows investment income allocation to policy year from investment income earned during
each of the past ten fiscal years.

(3) This line shows the total of net earned premiums and investment revenues.

(4) This line shows each fiscal year’s other operating costs of PLAN not allocable to individual claims.

(5) This line shows the net funds available for claims, after payments for excess insurance and
unallocated expenses.

(6) This section of ten rows shows the cumulative net claims paid at the end of successive years for
each policy year.

(7) This section of ten rows shows the estimated outstanding reserves as of the end of the current year
for each policy year. This annual reestimation results from new information received on reported
claims not previously reported.

(8) This section of ten rows is the total of (6) and (7) and shows how each policy year’s net incurred
claims has changed as of the end of successive years.

(9) This line compares the latest reestimated net incurred claims amount to the amount for each policy
year originally established (first row of line 8) and shows the difference between the current and
original amounts. As data for individual policy years mature, the correlation between original
estimates and reestimated amounts is commonly used to evaluate the accuracy of net incurred
claims currently recognized in less mature policy years.

(10) (General Liability Pool only) This line shows the allocation of net asset distributions to policy
years paid by the pool during each of the 10 most recent fiscal years.

(11) (General Liability Pool only) This line shows the total of line 10 by policy year.

(12) This line shows the funds available after reestimated claims and distributions.
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