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Safety Works

“An ounce of prevention is worth a pound of cure.”

That’s why KESA has developed an extensive list of safety

programs and loss control materials. Click here to see a list of

videos, booklets, pamphlets, and technical guides. Or, simply

pick up the phone and call one of KESA’s loss control

consultants. They are experts in loss prevention, ready to share

their insight and help you with your safety initiatives.

Security is KESA’s primary concern - that’s why our site

is authenticated by VeriSign®. All information exchanged 

on the KESA site is encrypted for your protection.
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The Kentucky Workers’ Compensation Fund!

KESA is a not-for-profit group self-insurance fund that has been writing
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With more than 3,400 members and $41,500,000 in premiums, KESA is

one of the largest and most financially stable providers of workers’

compensation in the state.
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www.kesa.org

A Site to Behold

The highlight of 2002 was the 

introduction of our web site to the

members and agents we serve. Our goal

was to create a site that had visual appeal

and a logical flow of information, as well as

a conveyance of the philosophies and 

personalities behind the scenes at KESA. 

But www.kesa.org is far beyond an 

informational web site. It is a deep and rich

interactive tool that makes doing business

with KESA easier and more

convenient than ever before. 

For KESA members

send in First Reports of 

Injury online

track premium payments 

and balance information

monitor the status of 

injured employees

For KESA agents

view your entire book of business online

run loss reports as needed

quote and bind business online  

Never before has workers’ comp been so easy or so fast.

Come to www.kesa.org.  

It’s the site to see in workers’ comp.

The KESA Belief Statements

We believe in making decisions based on integrity, 
not profitability.

We believe an injured employee deserves respect and we 
show respect through prompt and courteous service.

We believe it is our responsibility, along with our members 
and agents, to keep the workforce of Kentucky at work.

We believe that there is not now, nor will there be in the 
future, a better, more valuable, or more conscientious 
workers’ compensation provider than KESA.

WE KEEP KENTUCKY WORKING
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A Message from our
Executive Director...

Growing in uncertain times
At a time when most companies are struggling
with how to break the news of their negative
financial results to their customers, I am in the
enviable position of reporting steady progress in
our financial successes. KESA’s audited financial
information for 2002 is testimony to our 
philosophy that slow and steady wins the race.
For example, our earned premiums reached
$36,171,952, marking the third year in a row
that KESA experienced 50% growth in premium
levels. Our cash and invested assets grew to
$51,336,884, up 28.4% over 2001, and our 
members’ equity increased to $6,018,418, up
9.4% from last year’s total. Our insured payrolls
topped $2,720,113,685 and our member 
count grew by over 1,000 to 3,335. All in all, 
KESA’s growth and financial standings are 
solid, especially when compared against the 
dim backdrop of these tenuous economic 
times. I could not be more pleased or proud to
report these financial findings to you in the 
following pages.

Breaking virtual ground
A key highlight to the year 2002 was the launch
of our web site, www.kesa.org, in October. The
reception by our members and agents has been
phenomenal. Our site is rich in user-focused 
features for both members and agents — 
members can run loss reports and monitor the
status of their injured employees, as well as send
in First Reports of Injury online; agents can
monitor their entire book of business, run loss
reports and even quote and bind business with 
a few simple clicks. To say our web site has 
revolutionized the way we do business is not an
overstatement. We created the web site to be a
true workhorse by automating several of our

Gregory L. Buie
Executive Director

processes, eliminating routine paperwork, 
and minimizing phone activity, and it is living
up to all of our expectations. The increased
functionality for our members and agents and
the increased efficiency of our staff gives KESA
wings for the future. 

Forty reasons why
For all there is to say about our impressive 
financial results and our technological 
advancements in 2002, there is a more basic,
more human element to KESA’s success – our
employees. Every day, forty people walk through
KESA’s doors and expend their intelligence,
their experience, and their compassion on behalf
of KESA, our members, and agents. If I had to
explain the success strategy behind KESA’s
growth, it would be the timely recruiting of key
insurance veterans — people whose names and
reputations loom large in the workers’ comp
arena; people whom I am humbled to work
alongside each day. I have simply never been
associated with a more knowledgeable, more
dynamic group of individuals and I have 
unending respect and gratitude to them all.
They are the forty reasons why KESA 
is successful.

So, to our members, our agents, and our 
employees, thank you for choosing KESA.
Together, We Keep Kentucky Working.

Gregory L. Buie
Executive Director
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WE KEEP KENTUCKY WORKING

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.

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 23 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, administra-
tive 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 
23 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 performance our members can trust.

KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND
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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, 2002 and 2001, 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 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 financial position of

KESA, The Kentucky Workers’ Compensation Fund at December 31, 2002 and 2001, 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)

March 28, 2003

KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND



KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND

Balance Sheets

December 31
2002 2001

Assets
Fixed maturities $ 32,159,419 $ 24,441,859
Equity securities 9,771,599 7,862,054
Cash and cash equivalents 9,405,866 7,692,528
Accrued investment income 509,661 555,574
Premiums receivable (net of allowance—

$241,344 in 2002 and $225,893 in 2001) 12,502,669 9,418,104
Amounts recoverable from excess insurer 2,733,915 2,523,260
Federal income taxes recoverable – 162,300
Deferred federal income taxes 890,681 735,551
Furniture and equipment, net 382,229 288,902
Prepaid expenses 38,683 50,466
Total assets $ 68,394,722 $ 53,730,598

Liabilities and members’ equity
Reserves for estimated claims and

claims adjustment expenses:
Reported $ 20,372,234 $ 15,710,573
Incurred but not reported 23,142,284 19,424,302

Advance premiums 1,340,707 969,857
Unearned premiums 13,414,078 8,694,815
Federal income taxes payable 133,936 –
Special Fund tax payable 1,939,143 1,439,806
Excess insurance payable 982,255 478,408
Commissions payable 270,039 362,176
Accrued expenses 781,628 710,797
Members’ policyholder dividends payable – 439,451

62,376,304 48,230,185
Members’ equity 6,018,418 5,500,413
Total liabilities and members’ equity $ 68,394,722 $ 53,730,598

See accompanying notes.
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KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND
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Year ended December 31
2002 2001

Revenues:
Earned premiums $ 36,171,952 $ 24,166,242
Investment income 1,701,044 1,647,395 
Investment gains (losses) realized, net (3,318,228) 136,625

Total revenues 34,554,768 25,950,262

Expenses:
Claims and claims adjustment expenses (net of

excess insurance recoveries—$335,191 in 2002
and $261,316 in 2001) 26,293,006 18,293,409

Excess insurance premiums 2,011,332 771,044
Commissions 4,421,970 2,900,845
Investigations & audits 251,400 204,674
Underwriting Expenses:

Rent and rent items 149,063 116,740
Salaries and benefits 2,045,114 1,473,385
Travel and travel items 74,782 63,915
Postage and telephone 108,639 76,866
Printing and stationery 120,982 52,353
Legal and audit 69,753 63,252
Furniture and equipment 210,538 137,850
Advertising 113,538 73,958
Business insurance 79,168 60,440
Other underwriting expenses 292,083 202,003
Bad debt expense 167,799 120,831
Taxes, licenses and fees 66,577 19,026

Total expenses 36,475,744 24,630,591

Income before federal income taxes (1,920,976) 1,319,671
Federal income tax expense (benefit):

Currently payable 321,236 752,151
Deferred (951,169) (428,040)

Net income (loss) $ (1,291,043) $ 995,560

See accompanying notes.
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KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND
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Statements of Changes in Members’ Equity

Accumulated
Other

Retained Comprehensive Total Fund
Earnings Loss Balance

Balance at January 1, 2001 $  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

Comprehensive income:
Net income (1,291,043) (1,291,043)
Change in net unrealized loss on

available-for-sale securities 1,809,048 1,809,048
Total comprehensive income 518,005

Balance at December 31, 2002 $ 4,473,162 $ 1,545,256 $ 6,018,418

See accompanying notes.
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KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND
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Statements of Cash Flows

Year ended December 31
2002 2001

Operating activities
Net income (loss) $ (1,291,043) $      995,560 
Adjustments to reconcile net income to net cash

provided by operating activities:
Investment (gains) losses realized, net 3,318,228 (136,625) 
Depreciation 163,393 108,663 
Bad debt expense 167,799 120,831 
Amortization of premium 56,050 27,151 
Change in:

Accrued investment income 45,913 (85,681) 
Premiums receivable (3,252,364) (3,713,319)
Amounts recoverable from excess insurer (210,655) (82,782)
Federal income taxes recoverable/payable 296,236 65,151
Deferred federal income taxes (951,169) (428,040)
Prepaid expenses 11,783 (34,729) 
Estimated liability for claims 8,379,643 7,038,095 
Advance premiums 370,850 417,154
Unearned premiums 4,719,263 4,106,765 
Special Fund tax payable 499,337 767,642 
Excess insurance payable 503,847 216,099 
Commissions payable (92,137) 10,923 
Accrued expenses 70,831 334,263
Members’ policyholder dividends payable (439,451) (806,322)

Net cash provided by operating activities 12,366,355 8,920,799

Investing activities
Purchases of investments (19,407,438) (14,679,820)
Proceeds from sales and maturities of investments 9,005,305 7,847,356 
Purchases of furniture and equipment (250,883) (263,974)
Net cash used in investing activities (10,653,016) (7,096,438) 

Change in cash and cash equivalents 1,713,338 1,824,361
Cash and cash equivalent at beginning of year 7,692,528 5,868,167 
Cash and cash equivalents at end of year $     9,405,866 $  7,692,528 

See accompanying notes.
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KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND

Notes to Financial Statements

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
deficiencies 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 management strategies. Available-for-sale securities are reported at fair value, with
unrealized gains and losses excluded from earnings 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 investments 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
determined to be 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 specific identification method is used to determine the cost of securities. The Fund considers anticipated
investment income in determining if a premium deficiency exists.

Allowance for Doubtful Accounts

The Fund estimates its allowance for doubtful accounts as 0.5% of written premiums each year, adjusted subse-
quently based on a qualitative analysis of individual account billing and payment history. Premiums receivable are
shown on the balance sheets net of an allowance for doubtful accounts of approximately $241,000 and $226,000
at December 31, 2002 and 2001, respectively.

Cash and Cash Equivalents

Cash and cash equivalents in the financial statements include cash on hand, cash in bank, money market
accounts and certificates 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
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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.

Excess Insurance

Excess insurance premiums, losses and loss adjustment expenses are accounted for on bases consistent with those
used in accounting for the original policies issued and the terms of the excess insurance contracts.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred income taxes are provided for 
cumulative temporary 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 in bonds and equity securities are presented below.

Notes to Financial Statements (continued)

December 31, 2002
U.S. Agencies
Corporate securities
Total fixed maturities
Equity securities
Total

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

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

$ 23,517,664 $ 1,768,937 – $ 25,286,601
6,329,531 543,287 – 6,872,818

29,847,195 2,312,224 – 32,159,419
9,742,529 283,000 (253,930) 9,771,599

$ 39,589,724 $ 2,595,224 $ (253,930) $ 41,931,018

$ 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

$
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Notes to Financial Statements (continued)

The net unrealized gains (losses) generate a deferred income tax liability of $796,040 at December 31, 2002 and a
deferred income tax asset of $89,689 at December 31, 2001. 

Proceeds from sales and maturities of investments during 2002 and 2001 were $9,005,305 and $7,847,356, 
respectively; gross realized gains gains of $3,642 and $143,158 and gross losses of $2,787,621 and $6,533, 
respectively, were realized on those sales, .respectively. Additionally, the Fund recognized a loss of $534,248 
relative to an other-than-temporary impairment of an investment at December 31, 2002.

The amortized cost and fair value of investments at December 31, 2002, 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

$ 1,513,931 $ 1,540,940
6,552,651 7,069,247
9,869,417 10,723,868

11,911,196 12,825,364
$ 29,847,195 $ 32,159,419

As required by the Kentucky Department of Workers’ Claims, the Fund has pledged surety in the amount of
$3,615,000 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’ compensation claims due through December 31, 2002.

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 expenses 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
inherent 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)

Activity in the reserve for estimated claims and claims adjustment expenses, before discounting, is summarized 
as follows:

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

2002 2001

$ 44,643,087 $ 36,050,716
(2,454,875) (2,365,467)
42,188,212 33,685,249

27,613,034 20,249,618
1,606,532 (261,316)

29,219,566 19,988,302

7,650,269 5,355,204
10,639,711 6,130,135
18,289,980 11,485,339

53,117,798 42,188,212
2,640,029 2,454,875

$ 55,757,826 $ 44,643,087

The Fund revised its estimates of ultimate losses due to the unfavorable development of 2001 reported losses
resulting in an increase in its provision for claims and claim adjustment expenses of $1,606,532 in 2002.  As a
result of excess insurance recoveries received for events in prior years, the reserves for estimated claims and claim
adjustment expenses decreased by $261,316 in 2001.

The aggregate liability has been discounted using discount factors over the anticipated payment periods to reflect
the time value of money. At December 31, 2002, the Fund discounted its aggregate liability using a 3.5% interest
rate applied over the Fund’s historical loss payment patterns of approximately 23 years. At December 31, 2001,
the Fund discounted its aggregate liability using Internal Revenue Service workers’ compensation discount factors
based on interest rates ranging from 6.0% to 8.4% over a loss payment pattern of approximately 15 years. The
impact of the change in loss payment patterns, offset by the decrease in the interest rate utilized at December 31,
2002, results in a net decrease in recorded reserves of $1,484,000. At December 31, 2002 and 2001, reserves for
estimated claims and claims adjustment expenses have been discounted by approximately $12,243,000 and
$9,508,000, respectively. Of the discount, $3,234,000 and $2,660,000 relate to current year incurred losses for
2002 and 2001, 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 premium-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 primarily to the true-up of prior year tax return estimates in 2002 and 2001.
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Notes to Financial Statements (continued)

Significant components of the deferred tax assets and deferred tax liabilities at December 31, 2002 and 2001 
are presented below:

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

Deferred tax liabilities:
Net unrealized gains on securities available-for-sale
Loss reserves
Other
Total deferred tax liability

Net deferred tax asset

2002 2001

$     – $   89,689
976,456 603,459
59,558 44,327

946,553 –
208,559 –

2,191,126 737,475

796,040 –
504,405 –

– 1,924
1,300,445 1,924

$ 890,681 $ 735,551

At December 31, 2002 the Fund had capital loss carryforwards of $2,783,980 that will expire in 2007.

The Fund paid income taxes of $25,000 and $853,296 in 2002 and 2001, 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 limit its exposure to payment of claims. Excess insurance permits
the recovery of a portion of claims from excess insurers, although it does not discharge the Fund from the primary
liability as direct insurer.  Aggregate excess insurance provides coverage if the total losses of the Fund exceed an
established loss fund.

For the years ended December 31, 2002 and 2001, the Fund carried specific excess insurance, which provided
statutory (unlimited) limits in excess of $500,000 per occurrence. The Fund carried aggregate excess insurance 
at limits of $10 million.  

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.
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KESA, THE KENTUCKY WORKERS’ COMPENSATION FUND

Notes to Financial Statements (continued)

7. Members’ Policyholder Dividends

The Fund’s Board of Trustees has established a corporate policy whereby the Fund will maintain a premium 
to members’ equity 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 2002 and 2001.

Of the dividends declared of $4,649,605 in 1999, $439,451 were distributed during 2002 to the Fund’s 1998 
members of record. No further dividends remain payable at December 31, 2002.

8. Savings Plan

The Fund has a 401(k) savings plan, which allows eligible employees to contribute up to fifteen percent of 
their compensation. The Fund will match one hundred percent of each participant’s elective contribution up 
to four percent of their compensation. The Fund’s matching contribution was $52,202 and $38,120 in 2002 
and 2001, respectively.
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