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WE KEEP KENTUCKY WORKING

A New Look, One Clear Vision

During 2001 we introduced a new logo with

a clear vision of our future in workers' com-

pensation in Kentucky - focusing on you, our

clients. The new logo shows KESA's move-

ment and progress toward becoming your one

clear choice for workers' compensation.  Our

forward movement is further illustrated in our

slogan, “We Keep Kentucky Working”

because that's what it's all about - keeping the

workforce of Kentucky at work.

This year KESA will introduce our new web

site at www.kesa.org.  The site is designed

as an informational and interactive tool for

our members and agents to conduct business

with KESA. It's one more way that we are

ensuring our alliances and enhancing our pro-

grams to serve you.

Together, We Keep Kentucky Working.

KESA is the First Choice with Employers

• Employers want to work with a strong, reputable, 

not-for-profit workers’ compensation fund. 

• Employers want to deal with people on a local level 

who have years of experience with workers’ comp 

practices in Kentucky.

• Employers need a workers’ comp partner that is 

financially stable.
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A Message from our Executive Director...

Have we earned your trust?
Annual reports are typically created with one goal in mind…to show off good numbers. That is,
to demonstrate in charts and graphs how strong a company’s financial performance has been over
the past year. KESA’s annual report certainly offers all the financial highlights you would expect,
especially given the exceptional growth we have experienced. Our earned premiums reached
$24,166,242 in 2001, marking the second year in a row that KESA experienced 50% growth in
premium levels. 

Our cash and invested assets increased to $39,996,441, up 28% over the previous year, and our
members’ equity grew to $5,500,413, up 21% over the previous year. Our insured payrolls topped
$1,800,000,000 with over 2,500 members at the close of 2001. And yes, we offer our share of bar
graphs on the following pages to depict our strong growth. But I want to give you more than just

numbers. I want to give you all the reasons, financial and otherwise, why you can fully trust KESA to be the one clear
choice for your workers’ compensation partner.

Investing in People
KESA invests in veterans of the workers’ compensation industry. Most of our staff members who hold key positions in
underwriting, claims, loss control, and accounting each have over twenty years’ experience in our business. They have
come to KESA fully knowledgeable in their respective fields. They make decisions on the spot, instinctively, with 
amazing accuracy. We don’t employ taskmasters at KESA; we employ knowledge.

Investing in Technology
Balancing the right team of people with the appropriate advancements in technology has become KESA’s hallmark.
Investing in the latest technology means that we have freed up our staff to spend their time where it counts…on the
phone helping claimants, on the road assisting with your loss control measures, and analyzing methods for reducing 
premiums; in other words, stretching each of our members’ dollars. Technology boosts our productivity and has become
an indispensable tool of KESA’s efficiency.

Bringing It All Home
For over twenty-two years, KESA has been writing workers’ compensation coverage for Kentucky employers. That means
you can count on us to be here, now and in the future. You can trust that we will give you the best possible service; trust
that we will give you a fair price; trust that your premiums are assessed correctly and managed carefully; trust that our
experience and knowledge is at work for you, everyday.

Thank you for choosing KESA. Together, We Keep Kentucky Working.

Gregory L. Buie
Executive Director

Gregory L. Buie
Executive Director
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About KESA

KESA is a not-for-profit fund
Unlike conventional insurance companies with ambitious profit goals, KESA is a not-for-profit fund. If we collect more
premiums than needed for administrative and claims costs, we return the unused premiums back to our members, either
in the form of a dividend or through lowered premiums. In fact, KESA has paid out over $9.5 million in dividends to its
members over the past five years!

Some companies have shied away from workers’ comp funds because of a fund’s right to assess additional premiums.
KESA minimizes the possibility of an assessment by properly evaluating and pricing each account and by educating each
member company in safety and loss control. KESA also uses a portion of members’ premiums to purchase what is known
as excess insurance – insurance provided by another carrier that assumes a part of the financial liability of catastrophic
claims. KESA also strategically invests the members’ premium dollars, which generates investment income that is used
to offset claims liability. 

KESA covers Kentucky
KESA’s only objective is to write workers’ comp coverage in the Commonwealth of Kentucky. That means, like you, 
we live here and work here. We’ve traveled the state many times over to handle claims, offer safety and loss prevention
seminars, and meet with our members and agents. And, with over 22 years’ experience writing coverage in Kentucky,
we’ve also gotten to know the key people in workers’ comp – the doctors and other medical providers, lawyers, adminis-
trative law judges, and the contacts at the Department of Workers’ Claims. That means KESA knows the right person to
call to get you the help you need fast. KESA knows Kentucky.

KESA is financially stable
While other workers’ comp providers have come and gone, KESA has stood strong for over 22 years. Our longevity
stems from our commitment to be a fiscally responsible fund. KESA is regulated by the Kentucky Department of
Workers’ Claims, which means that each year we have to reapply to the DWC to maintain our status as a group 
self-insurance fund. The DWC requires us to submit actuarial reporting as well as financial reporting annually to assess
our strength and integrity as a self-insured fund. In addition to state regulation, a member-elected Board of Trustees 
oversees KESA and closely monitors the fund’s activities.

KESA’s formula is simple. We keep our administrative expenses in check and make optimum use of each premium dollar
through strategic investments. From our efficient claims handling to our tight accounting controls to the way we invest
our members’ funds, KESA is a watchful guardian of our members’ money. KESA delivers the strong financial perform-
ance our members can trust.
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Report of Independent Auditors

Board of Trustees

KESA, The Kentucky Workers’ Compensation Fund

We have audited the accompanying balance sheets of KESA, The Kentucky Workers’ Compensation Fund as of December 31,

2001 and 2000, and the related statements of income, changes in members’ equity and cash flows for the years then ended.

These financial statements are the responsibility of the Fund’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. 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 man-

agement, 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 financial position of KESA,

The Kentucky Workers’ Compensation Fund at December 31, 2001 and 2000, and the results of its operations and its cash flows

for the years then ended, in conformity with accounting principles generally accepted in the United States.

(Louisville, KY)
April 6, 2002
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Balance Sheets

December 31
2001 2000

Assets
Fixed maturities $ 24,441,859 $ 19,743,931
Equity securities 7,862,054 5,673,550
Cash and cash equivalents 7,692,528 5,868,167
Accrued investment income 555,574 469,893
Premiums receivable (net of allowance—

$225,893 in 2001 and $132,343 in 2000) 10,771,283 6,730,350
Amounts recoverable from excess insurer 2,523,260 2,440,478
Federal income taxes recoverable 162,300 227,451
Deferred federal income taxes 735,551 307,511
Furniture and equipment, net 288,902 133,591
Prepaid expenses 50,466 15,737
Total assets $ 55,083,777 $ 41,610,659

Liabilities and members’ equity
Reserves for estimated claims and

claims adjustment expenses:
Reported $ 15,710,573 $ 12,171,661
Incurred but not reported 19,424,302 15,925,119

Advance premiums 969,857 552,703
Refundable premiums 1,353,179 904,734
Unearned premiums 8,694,815 4,588,050
Special Fund tax payable 1,439,806 672,164
Excess insurance payable 478,408 262,309
Commissions payable 362,176 351,253
Accrued expenses 710,797 376,534
Members’ policyholder dividends payable 439,451 1,245,773

49,583,364 37,050,300
Members’ equity 5,500,413 4,560,359
Total liabilities and members’ equity $ 55,083,777 $ 41,610,659

See accompanying notes.

Members’ Equity

$3,023,621

$3,654,669

$4,560,359

$5,500,413

$2,494,513

1997 1998 1999 2000 2001

Cash & Invested Assests

$30,026,597
$29,757,813

$32,220,531
$31,285,648

$39,996,441

1997 1998 1999 2000 2001
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Statements of Income

Year ended December 31
2001 2000

Revenues:
Earned premiums $ 24,166,242 $ 15,969,880
Investment income 1,647,395 1,925,559 
Investment gains (losses) realized, net 136,625 (227,758)

Total revenues 25,950,262 17,667,681

Expenses:
Claims and claims adjustment expenses (net of

excess insurance recoveries—$261,316 in 2001
and $134,937 in 2000) 18,293,409 11,101,957

Excess insurance premiums 771,044 727,202
Commissions 2,900,845 1,920,633
Investigations & audits 204,674 113,391
Underwriting Expenses:

Rent and rent items 116,740 106,366
Salaries and benefits 1,473,385 1,193,381
Travel and travel items 63,915 49,140
Postage and telephone 76,866 54,589
Printing and stationery 52,353 94,171
Legal and audit 63,252 41,762
Furniture and equipment 137,850 110,561
Advertising 73,958 67,641
Business insurance 60,440 60,119
Other underwriting expenses 202,003 149,930
Bad debt expense 120,831 47,317
Taxes, licenses and fees 19,026 86,084

Total expenses 24,630,591 15,924,244

Income before federal income taxes 1,319,671 1,743,437
Federal income tax expense (benefit):

Currently payable 752,151 376,188
Deferred (428,040) 253,273

Net income $     995,560 $ 1,113,976

See accompanying notes.

Earned Premium

$13,394,603

$9,188,512

$10,670,606

$15,969,880

$24,166,242

1997 1998 1999 2000 2001
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Statements of Changes in Members’ Equity

For the years ended December 31, 2001 and 2000

Accumulated
Other

Retained Comprehensive Total Fund
Earnings Loss Balance

Balance at January 1, 2000 $  3,654,669 $ – $ 3,654,669

Comprehensive income:
Net income 1,113,976 – 1,113,976
Change in net unrealized loss on

available-for-sale securities – (208,286) (208,286)
Total comprehensive income 905,690

Balance at December 31, 2000 4,768,645 (208,286) 4,560,359

Comprehensive income:
Net income 995,560 995,560
Change in net unrealized loss on

available-for-sale securities (55,506) (55,506)
Total comprehensive income 940,054

Balance at December 31, 2001 $ 5,764,205 $ (263,792) $ 5,500,413

See accompanying notes.

Number of Member Employers

999

1,152

1,492

1,880

2,536

1997 1998 1999 2000 2001

Insured Payrolls

$895,348,021
$949,213,298

$1,012,050,739

$1,250,533,431

$1,805,017,811

1997 1998 1999 2000 2001
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Statements of Cash Flows

Year ended December 31
2001 2000

Operating activities
Net income $ 995,560 $ 1,113,976 
Adjustments to reconcile net income to net cash

provided by (used in) operating activities:
Investment gains (losses) realized, net (136,625) 227,758 
Depreciation 108,663 79,885 
Bad debt expense 120,831 47,317 
Amortization of premium 27,151 1,705 
Change in:

Accrued investment income (85,681) 34,996 
Premiums receivable (4,161,764) (4,463,972)
Amounts recoverable from excess insurer (82,782) (40,130)
Federal income taxes recoverable 65,151 (603,812)
Deferred federal income taxes (428,040) 253,273
Prepaid expenses (34,729) 20,444 
Estimated liability for claims 7,038,095 2,760,455 
Advance premiums 417,154 (1,247,967)
Refundable premiums 448,445 286,516 
Unearned premiums 4,106,765 3,834,663 
Special Fund tax payable 767,642 424,065 
Excess insurance payable 216,099 105,875 
Commissions payable 10,923 203,765 
Accrued expenses 334,263 (2,069)
Members’ policyholder dividends payable (806,322) (3,481,789)

Net cash provided by (used in) operating activities 8,920,799 (445,046)

Investing activities
Purchases of investments (14,679,820) (21,810,436)
Proceeds from sales and maturities of investments 7,847,356 22,052,160 
Purchases of furniture and equipment (263,974) (52,088)
Net cash provided by (used in) investing activities (7,096,438) 189,636 

Change in cash and cash equivalents 1,824,361 (255,410)
Cash and cash equivalent at beginning of year 5,868,167 6,123,577 
Cash and cash equivalents at end of year $ 7,692,528 $ 5,868,167 

See accompanying notes.
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Notes to Financial Statements

December 31, 2001

1. Description of the Fund and Significant Accounting Policies

Description of the Fund

KESA, The Kentucky Workers’ Compensation Fund (the Fund) was organized January 1, 1980 as a self-insurance fund
administered by Trustees, who are primarily members of the Kentucky Employers Safety Association, Inc. The purpose of the
Fund is to provide insurance to members for workers’ compensation risks. The Fund is not intended to be a profit-
making entity.

The Fund’s bylaws and certain statutes of the Commonwealth of Kentucky state that premiums are to be collected in an
amount necessary to provide the Fund sufficient monies to pay claims based upon statutory requirements. The Trustees are
restricted from utilizing any of the premiums collected for any purpose unrelated to workers’ compensation for a period of at
least 24 months after the expiration of the self-insurance term.

It is the Trustees’ intent to apply excess premiums arising from a self-insurance term as an offset against premium deficien-
cies which may arise from other self-insurance terms. Any excess premiums remaining after the above application may be
refunded at the discretion of the Trustees at the end of the 24-month period. If the assets of the Fund are not sufficient to
permit the Fund to discharge its liabilities and to maintain required reserves, the Fund may assess its members for the amount
necessary to eliminate the deficiency.

Investments

Investment securities are classified upon acquisition as held-to-maturity, trading or available-for-sale. Currently, all of the
Fund’s investments are held as available-for-sale securities. Available-for-sale securities are those securities that would be
available to be sold in the future in response to liquidity needs, changes in market interest rates and asset-liability manage-
ment strategies. Available-for-sale securities are reported at fair value, with unrealized gains and losses excluded from earn-
ings and reported as a separate component of members’ equity, net of deferred tax. Equity securities are 
carried at quoted market values. Fair values of fixed maturities and equity securities are determined on the basis of dealer or
market quotations or comparable securities on which quotations are available. The Fund regularly evaluates all of its invest-
ments based on current economic conditions, credit loss experience and other specific developments. If there is a decline in
a security’s net realizable value that is other than temporary, it is treated as a realized loss and the cost basis of the security is
reduced to its estimated fair value.

Amortization of premiums and accretion of discounts are recorded using a method that approximates a level yield. The spe-
cific identification method is used to determine the cost of securities. The Fund considers anticipated investment income in
determining if a premium deficiency exists.

During the fourth quarter of 2000, the Fund reclassified its investment portfolio from held-to-maturity to available-for-sale.
The Fund reclassified its investment portfolio to more effectively maximize investment yields under recently amended
Kentucky Insurance Regulations for Group Self-Insurers while managing risk. To effect this reclassification, the Fund liqui-
dated their investment portfolio as of the transfer date. The effect of this reclassification on investment activity during 2000
is disclosed in Note 2.

Cash and Cash Equivalents

Cash and cash equivalents in the financial statements include cash on hand, cash in bank, money market accounts and cer-
tificates of deposit with a maturity of three months or less.

Furniture and Equipment

Furniture and equipment are stated at cost less accumulated depreciation. Depreciation is computed using an accelerated
method over the estimated useful lives of the assets.

Premium Income, Advance Premiums and Unearned Premiums

Premium income is based on the total covered payroll of participating employers and is recognized as earned on a pro rata
basis over the policy coverage period. Advance premiums represent the portion of premiums received prior to the policy’s
effective date. The unearned portion of such premiums is recorded as unearned premiums on the accompanying balance
sheets. Earned premiums are recorded on the Statements of Income net of the Kentucky Special Fund tax assessments which
are invoiced and collected along with insurance premiums. These assessments are remitted quarterly to the Kentucky 
Workers’ Compensation Funding Commission.



December 31, 2001
U.S. Agencies
Corporate securities
Total fixed maturities
Equity securities
Total

December 31, 2000
U.S. Treasury notes
U.S. Agencies
Corporate securities
Total fixed maturities
Equity securities
Total

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

$ 17,967,720 $ 570,263 $  (47,611) $ 18,490,372
5,777,186 179,343 (5,042) 5,951,487

23,744,906 749,606 (52,653) 24,441,859
8,822,799 – (960,745) 7,862,054

$ 32,567,705 $ 749,606 $ (1,013,398) $ 32,303,913

$ 4,731,155 $ 22,841 $  (7,922) $  4,746,074
7,051,023 133,446 (22,413) 7,162,056
7,652,485 183,316 – 7,835,801

19,434,663 339,603 (30,335) 19,743,931
6,191,104 – (517,554) 5,673,550

$ 25,625,767 $ 339,603 $   (547,889) $ 25,417,481

Notes to Financial Statements (continued)

During 2000, the Fund changed the manner in which premium activity was reported from a billed basis to a written basis.
The Fund made this change to more accurately reflect written premium activity. This change results in no income 
statement impact, however, the change does result in increased premiums receivable and unearned premiums on the 
balance sheet.

Reinsurance

Reinsurance premiums, losses and loss adjustment expenses are accounted for on bases consistent with those used in account-
ing for the original policies issued and the terms of the reinsurance contracts.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred income taxes are provided for cumulative tem-
porary differences between the balances of assets and liabilities determined under GAAP and balances determined for tax
reporting purposes. The Fund is exempt from state income taxes.

Comprehensive Income

Comprehensive income is the change in equity of a business enterprise during a period from transactions and other events
and circumstances from non-owner sources, including net income and the change in unrealized gains or losses on the Fund’s
available-for-sale securities. 

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to the prior year financial statements to conform to current year presentation.

2. Investments

The amortized cost and fair value of investments categorized as available-for-sale at December 31, 2001 and as held-to-matu-
rity at December 31, 2000, are as follows:
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The net unrealized losses generate a deferred income tax benefit of $89,689 and $70,817 at December 31, 2001 and 2000,
respectively. A corresponding valuation allowance has been established to offset the deferred tax asset associated with net
unrealized losses (see note 4).

During 2001, proceeds from sales and maturities of available-for-sale investments were $7,847,356. Gross realized invest-
ment gains and losses recognized on the sales of these investments were $143,158 and $6,533, respectively.

During 2000, proceeds from sales and maturities of held-to-maturity investments prior to the date of the investment port-
folio reclassification were $21,139,306. Gross realized investment gains and losses recognized on held-to-maturity invest-
ments for 2000 were $16,189 and $243,947, respectively. Purchases of held-to-maturity investments during 2000 were
$902,124.

Also during 2000, proceeds from sales and maturities of available-for-sale investments subsequent to the investment port-
folio reclassification were $912,854. There were no gross realized investment gains or losses recognized on available-for-
sale investments for 2000. Purchases of available-for-sale investments during 2000 were $20,908,312.

The amortized cost and fair value of investments at December 31, 2001, by contractual maturity, are shown below.
Expected maturities may differ from contractual maturities because certain borrowers may have the right to call or prepay
obligations with or without call or repayment penalties.

Due in one year or less
Due after one year through five years
Due after five years through ten years
Due after ten years

Amortized Fair
Cost Value

$ 1,001,420 $ 1,015,310
3,667,615 3,701,766

10,219,113 10,518,225
8,856,758 9,206,558

$ 23,744,906 $ 24,441,859

Notes to Financial Statements (continued)

As required by the Kentucky Department of Workers’ Claims, the Fund has pledged surety in the amount of $2,900,000 as
collateral for the payment of workers’ compensation claims. The amount pledged is to remain under the joint control of the
Fund and the Kentucky Department of Workers’ Claims, for the exclusive payment of any liability for workers’ compensa-
tion claims due through December 31, 2001.

3. Reserves for Estimated Claims and Claims Adjustment Expenses

Reserves for estimated claims include claims reported to the Fund and a provision for estimated claims incurred but not
reported. Reserves for claims adjustment expenses principally represent legal costs associated with reported and unreported
claims. Such reserves, which are determined giving consideration to the provisions of the Kentucky Workers’ Compensation
Law, are intended to represent the obligations of the Fund. The reserves for estimated claims and claims adjustment expens-
es are based on actuarial projections using historical claims experience, modified for current trends. Management believes the
present estimation techniques produce estimates of reserves for claims and claims adjustment expenses which are reasonable
in the circumstances; however, these estimates are subject to a significant degree of inherent variability as to whether the
Fund’s ultimate settlement of such estimated claims and claims adjustment expenses will conform to the assumptions inher-
ent in the determination of these reserves. Accordingly, the ultimate settlement of estimated claims and claims adjustment
expenses may vary significantly from the estimated amounts included in the accompanying financial statements.
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Notes to Financial Statements (continued)

As a result of excess insurance recoveries received for events in prior years, the reserves for estimated claims and claim adjust-
ment expenses decreased by $261,316 in 2001.  The reserves for estimated claims and claim adjustment expenses increased
by $64,166 in 2000 due to an increase in case reserves on one 1982 fund year claim.

3. Reserves for Estimated Claims and Claims Adjustment Expenses (continued)

The aggregate liability has been discounted using Internal Revenue Service workers’ compensation discount factors based on
interest rates ranging from 6.0% to 8.4% for 2001 and from 6.1% to 8.4% for 2000, over the anticipated payment periods (as
assumed in the Internal Revenue Service discount factors) to reflect the time value of money. At December 31, 2001 and
2000, reserves for estimated claims and claims adjustment expenses have been discounted by approximately $9,508,000 and
$7,954,000, respectively. Of the discount, $2,660,000 and $1,419,000 relate to current year incurred for 2001 and 2000,
respectively.

4. Federal Income Taxes

The Fund files its federal income tax return as “an insurance company other than a life insurance company” under Section
831 of the Internal Revenue Code. In lieu of state income taxes, state regulations require that group self-insurers pay premi-
um-based taxes in support of the Commonwealth of Kentucky Special Fund.

The difference between federal income taxes computed at 34%, the statutory rate, and federal income tax expense is due pri-
marily to the true-up of prior year tax return estimates in 2001 and the establishment of a valuation allowance in 2000.

Balance at January 1
Less reinsurance recoverable
Net balance at January 1

Incurred related to:
Current year
Prior years

Total incurred

Paid related to:
Current year
Prior years

Total paid

Net balance at December 31
Plus reinsurance recoverable
Balance at December 31

2001 2000

$ 36,050,716 $ 32,496,756
(2,440,478) (2,400,348)
33,610,238 30,096,408

20,249,618 12,087,572
(261,316) 64,166

19,988,302 12,151,738

5,355,204 4,227,811
6,123,509 4,410,097

11,478,713 8,637,908

42,119,827 33,610,238
2,523,260 2,440,478

$ 44,643,087 $ 36,050,716

Activity in the reserve for estimated claims and claims adjustment expenses, before discounting, is summarized as follows:
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Notes to Financial Statements (continued)

The valuation allowance held at December 31, 2000 is primarily due to the limitation of the tax benefits relating to unreal-
ized and realized capital losses incurred by the Fund.  No valuation allowance is necessary at December 31, 2001.

The Fund paid income taxes of $853,296 and $646,095 in 2001 and 2000, respectively.

5. Litigation

The fund is involved in various lawsuits on behalf of members involving compensatory insurance claims. Estimates of these
potential liabilities have been taken into consideration in determining the reserve for reported claims, and any payments
resulting from these claims will be charged to such reserve (see Note 3).

6. Excess Insurance

The Fund uses excess insurance agreements to reduce its exposure to payment of claims. Excess insurance permits the recov-
ery of a portion of claims from excess insurers, although it does not discharge the Fund from the primary liability as direct
insurer of the risks excess insured. For the years ended December 31, 2001 and 2000, the Fund carried specific excess insur-
ance, which provided statutory (unlimited) limits in excess of $500,000 per occurrence.  The Fund carried aggregate excess
insurance at limits of $10 million in 2001 and statutory limits for 2000. Aggregate excess insurance provides 
coverage if the total losses of the Fund exceed an established loss fund.

Excess insurance contracts do not relieve the Fund from its obligations to members. The Fund remains liable to the extent
that claims exceed the amount of excess insurance coverage or if the excess insurer is unable to pay its portion of claims.

7. Members’ Policyholder Dividends

The Fund’s Board of Trustees has established a corporate policy whereby the Fund will maintain a premium to members’ equi-
ty position with an approximate ratio of three to one with a minimum equity balance of $3,000,000. The funds 
accumulated in members’ equity that exceed this ratio are declared dividends to policyholders. No dividends were 
declared in 2001.

Of the dividends declared of $4,649,605 in 1999, $439,451 remain payable as of December 31, 2001.  These dividends will
be paid in future years.

8. Savings Plan

The Fund has a 401(k) savings plan, which allows eligible employees to contribute up to fifteen percent of their compensa-
tion. The Fund will match one hundred percent of each participant’s elective contribution up to four percent of their com-
pensation. The Fund’s matching contribution was $38,120 and $37,630 in 2001 and 2000, respectively.

Deferred tax assets:
Net unrealized loss on securities available-for-sale
Advance and unearned premiums
Allowance for doubtful accounts
Capital loss carryforward
Total deferred tax assets

Deferred tax liabilities:
Other
Total deferred tax liability

Net deferred tax asset before valuation allowance
Less: Valuation allowance
Net deferred tax asset

2001 2000

$  89,689 $   70,817
603,459 317,034
44,327 –

– 35,372
737,475 423,223

1,924 9,523
1,924 9,523

735,551 413,700
– 106,189

$ 735,551 $ 307,511

Significant components of the deferred tax assets and deferred tax liabilities at December 31, 2001 and 2000 are pre-
sented below:
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Mr. Douglas S. Harrison 
Wagner Electric Company, Inc.

Advisors and Consultants

Actuary
Goldbold, Malpere & Co.

Auditor
Ernst & Young, LLP

Corporate Counsel
Frost Brown Todd LLC

Investment Advisor
Ernst & Young, LLP

KESA Management Team

Gregory L. Buie
Executive Director 

Stephen A. Andrews
Sales Manager

Page Barrow, AU
Underwriting Manager

Kitty L. Baumgart 
Controller

Patricia Brock
Human Resources/Office Manager

Melinda Ellingsworth
Communications Manager

Kevin J. Fallahay
Claims Manager

Rubyanne O’Bryan
Systems Administrator

Steven J. Udelhoven
Loss Control Manager


