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BOWMAN & COMPANY 1rr
CERTIFIED PUBLIC ACCOUNTANTS & COMSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund
P.O. Box 530
6000 Sagemore Drive, Suite 6203
Marlton, New Jersey 08053

Report on the Financial Statements

We have audited the accompanying financial statements of the Atlantic and Cape May Counties Association of
School Business Officials Joint Insurance Fund (the "Fund") as of and for the fiscal years ended June 30, 2018
and 2017, and the related notes to the financial statements, which collectively comprise the Fund’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 and in compliance with audit requirements as prescribed by the Department of Banking and
Insurance and the Division of Local Government Services, Department of Community Affairs, State of New
Jersey. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence abowt the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our andit
opinion.
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Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Fund as of June 30, 2018 and 2017 and the changes in its financial position and its cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States
of America.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and other required supplementary information listed in the table of contents be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementaty information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance. : ‘ '

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Fund’s basic financial statements. The accompanying supplementary schedules as listed in the table
of contents are not a required part of the basic financial statements and are presented for purposes of additional
analysis. The accompanying supplementary schedules listed in the table of contents are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the accompanying
supplementary information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.



Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 8, 2019 on
our consideration of the Fund’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 in considering the Fund's internal control over financial reporting and compliance.

Respectfully Submitted,
%__, 7’67 LLFP

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
February 8, 2019
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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

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund
P.0. Box 530
6000 Sagemore Drive, Suite 6203
Marlton, New Jersey 08053

We have audited, in accordance with the 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, and in compliance with aundit requirements as prescribed by the
Department of Banking and Insurance and the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, the financial statements of the Atlantic and Cape May Counties
Association of School Business Officials Joint Insurance Fund (the “Fund™) as of and for the fiscal year ended
June 30, 2018, and the related notes to the financial statements, which collectively comprise the Fund’s basic
financial statements, and have issued our report thereon dated February 8, 2019.

Internal Control Over Financigl Reporting

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

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

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in infernal control that might be
significant deficiencies or material weaknesses. Given these limitations, during our audit we did not identify any
deficiencies in internal contro! over financial reporting that we consider material weaknesses. However, material
weaknesses may exist that have not been identified.
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Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund

Compliance and Other Mdtters
As part of obtaining reasonable assurance about whether the Fund’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, and audit requirements as prescribed by the Department of Banking and Insurance and the Division of
Local Government Services, Department of Community Affairs, State of New Jersey.

Purpose of this Report

‘The purpose of this report is selely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards and the audit requirements as prescribed by the Department of Banking and Insurance and the Division
of Local Government Services, Department of Community Affairs, State of New Jersey in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other putpose.

Respectfully Submitted,

7% ?’(‘7/7 LLF

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
February 8, 2019



Atlantic and Cape May Counties
Association of School Business Officials Joint Insurance Fund

Management’s Discussion and Analysis - Unaudited

This section of the annual financial report of the Atlantic and Cape May Counties Association of School Business
Officials Joint Insurance Fund (the “Fund”) presents a discussion and analysis of the financial performance of the
Fund for the fiscal years ended June 30, 2018, 2017 and 2016. Please read it in conjunction with the basic financial
statements that follow this section.

Overview of Basic Financial Statements

The Fund’s basic financial statements are prepared on the basis of accounting principles generally accepted in the
United States of America for governmental entities and insurance enterprises where applicable. The primary
purpose of the Fund is to provide property and casualty insurance coverage for school districts that are members of
the Fund. The Fund maintains separate enterprise funds by incurred years and line of coverage. The basic financial
statements are presented on an accrual basis of accounting. The three basic financial statements presented are as

follows:

Comparative Statements of Net Position — This statement presents information reflecting the Fund’s assets,
liabilities, reserves, and net position. Net position represents the amount of total assets less total liabilities and

TESCrves.

t [ . v !

Comparative Statements of Revenues, Expenses, and Changes in Net Position — This statement reflects the Fund’s
operating revenues and expenses, as well as non-operating items during the reporting period. The change in net
position for an enterprise fund is similar to net profit or loss for any other insurance company.

Comparative Statements of Cash Flows — The statements of cash flows is presented on the direct method of
reporting, which reflects cash flows from operating, investing and noncapital financing activities. Cash collections
and payments are reflected in this statement to arrive at the net increase or decrease in cash for the fiscal year.



Financial Highlights

The following tables summarize the Net Position and results of operations for the Fund as of and for the fiscal years

ended June 30, 2018, 2017 and 2016.

Net Position Summary

2017 10 2018 Change

6/30/2018 6/30/2017 6/30/2016 Amount Percentage

Assets

Cash & Cash Equivalents § 8,647,657 § 5,594,877  $11,202,167  $ 3,052,780 54.6%

Investments 10,969,325 12,453,980 5,513,475 (1,484,653) -11.9%

Other Assets 4,519,263 3,891,957 3,244.264 627,306 16.1%
Total Assets 24,136,245 21,940,814 19,959,906 2,195,431 10.0%
Liabilities And Reserves & Net Position
Liabilities And Reserves

Loss Reserves 10,437,771 11,801,931 10,604,547 (1,364,160) -11.6%

Other Liabilities 2,623,258 1,811,683 1,765,710 811,575 44.8%

Total Liabilities And Reserves 13,061,029 13,613,614 12,370,257 (552,585) -4.1%
Net Position - Unrestricted 511,075,216 & 8,327200  § 7589,649  $ 2,748,016 33.0%
Statement of Revenues, Expenses, and Changes In Net Position Summary 2017 t0 2018 Change

6/30/2018 6/30/2017 6/30/2016 Amount Percentage

Operating Revenne ‘ ’ ‘

Regular Contributions & Other Income  $§10,654,515  $10,525,978  $10,450,950 § 128,537 1.2%
Operating Expenses

Provision For Clatms and Claims

Adjustement Expenses 2,923,452 5,496,317 5,414,149 (2,572,865) -46.8%

Insurance Premiums 2,675,418 2,644,809 2,453,099 30,609 1.2%
Change In Provisions For SPELL

Aggregate Excess Insurance 633,902 {121,929) (7,184) 755,831 619.9%

Professional & Contractual Services 1,406,412 1,380,269 1,319,255 26,143 1.9%
Total Operating Expenses 7,639,184 9,399,466 9,179,319 (1,760,282) -18.7%
Operating Income 3,015,331 1,126,512 1,271,631 1,888,819 167.7%
Investment Incoine 182,685 61,039 98,143 121,646 199.3%
Distributions To Members {450,000) (450,000) {450,000} - 0.0%
Change In Net Position $2748016 & 737551 § 919,774  § 2,010,465 272.6%




Financial Highlights Continued

During the fiscal year, the Fund continued its long-term success in controlling administrative and operating costs.
The Fund’s overall Budget for the 2017-2018 Fund Year was a 0.5% decrease over the 2016-2017 fund year prior to
the addition of Linwood Board of Education. The loss funding decrease of 1.08% coupled with the Student
Accident Premium reduction of $143,640 (61.09%) offset the SPELL increase of 5.88% and operating expense
increase of 1.36%. Three large districts no longer obtain Student Accident through the Fund, which is driving the
61.09% decrease.

The Fund did not report a deficit in any fund years. The ultimate liability to the applicable fund years were capped
as a result of aggregate excess liability insurance protection.

The Fund auvthorized a $450,000 surplus return to its members during the 2017-2018 fund year. The Fund is taking
a prudent approach toward surplus distribution in recognition of lower investment income and diminished present
results in the more recent fund years,

Economic Conditions

The increase in Investment Income is a result of a realized gain compared to an unrealized loss of $40,595
previously. This is primarily due to a large portion ($4,000,000) of the funds being redeemed and a small portion
($2,498,750) of cash being invested. The Fund regularly monitors investment maturities in reference to liabilities
and market conditions. - Overall, market conditions appear to be improving.

Reinsurance costs in the United States remain stable, but the global property market is experiencing significant rate
pressure as a result of catastrophic hurricane, fire, and flood loss events of $30+ billion in 2018 which followed
$60+ billion in 2017 hurricane losses. Workers® compensation costs continue to be influenced by medical inflation
and increased indemnity awards. Generally, extended periods of economic stability are accompanied by
corresponding stability in overall workers’ compensation loss experience. Employment practice exposures are
always a material concern and exposures continue to grow as a result of the development and expansion of laws in
this area. The Fund monitors these econemic conditions and continues an emphasis on employer & employee
training to reduce accidents and claims,

Contacting the Fund's Management

This financial report is designed to provide the Atlantic and Cape May Counties Association of School Business
Officials Joint Insurance Fund members and the Department of Banking and Insurance of the State of New Jersey
with a general overview of the Fund’s finances and to demonstrate the Fund’s accountability for the public funds it
receives. If you have any questions about this report or need additional financial information, contact the Executive
Director of the Atlantic and Cape May Counties Association of School Business Officials Joint Insurance Fund
office located at 6000 Sagemore Drive, Suite 6203, Marlton, New Jersey 08053 or by phone at (856) 446-9132,



ATLANTIC AND CAPE MAY COUNTIES

ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
COMPARATIVE STATEMENTS OF NET POSITION

AS OF JUNE 30, 2018 AND 2017

ASSETS

Cash And Cash Equivalents
investments

Accrued Interest Receivable

Specific Excess Insurance Receivable
Aggregate Excess Insurance Receivable

Total Assets

LIABILITIES AND RESERVES

Liabilities:
Accrued Administrative Expenses
Provision For SPELL Aggregate Excess Insurance
Authorized Return Of Surplus
Accrued Interest On Authorized Return Of Surplus
Total Liahilities

Claims Reserves:

Case Reserves
IBNR Reaserves

Provision For Excess Insurance F{ecovefabie:
Specific Recoverable
Aggregate Recoverable

Net Claims Reserves

Total Liabilities And Reserves

NET POSITION

Unrestricted

Exhibit A-1

2018 2017

$ 86847657 $ 5,504,877
10,869,325 12,453,980
22,413 26,045
1,099,529 489,842
3,397,321 3,376,070
24,136,245 21,940,814
194,598 194,848
1,437,404 803,502
948,440 770,517
42,816 42,816
2,623,258 1,811,683
11,378,855 12,742,908
3,135,659 3,468,709
14,514,514 18,211,617
(3,508,122) (3,851,510)
(568,621) (558,176)
10,437,771 11,801,931
13,061,029 13,613,614

$ 11075218  $ 8,327,200

The Accompanying Notes To Financial Stalements Are An Integral Part Of This Statement.
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Exhibit A-2

ATLANTIC AND CAPE MAY COUNTIES
ASSQOCIATION OF SCHOOQL BUSINESS OFFICIALS JOINT INSURANCE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
Operating Revenue;

Regular Contributions $ 10,654,306 $ 10,525,978

Other Income 209 -

Total Operating Revenue 10,654,515 10,525,978
Operating Expenses:

Provision For Claims And Claims Adjustment Expenses 2,823,452 5,496,317

Insurance Premiums:

Excess Insurance 2,675,418 2,644 809
Change In Provisions For SPELL
Aggregate Excess Insurance 633,802 (121,929)
Administrative Expenses;
Actuary 23,836 23,272
Attorney 102,330 101,745
Auditor 19,950 18,975
Claims Administration 226,458 238,477
Fidelity Bond 914 1,113
Fund Administrator 642 670 616,236
Meetings And Seminars Expense 784 1,273
Miscellaneous, . : 11,818 . 5,295
Planning Retreat 3,209 15,355
Postage/Copies/Faxes 925 903
Recording Secretary : 1,125 1,076
Risk Management Consultants 178,431 182,888
Right To Krniow 3,300 5,475
Safety Consultant 85,984 85,484
Safety Incentive Program 57,069 42,656
Safety Training 25,0985 17,620
State Of The Fund Dinner 9,074 8,887
Treasurer 13,440 13,440

Total Operating Expenses 7,839,184 9,399,466
Operating Income 3,015,331 1,126,512
Non-Operating Revenue:

Investment Income 182,685 61,039
Change In Net Position 3,198,016 1,187,551
Net Position, Beginning 8,327,200 7,589,649

11,525,216 8,777,200
Distributions To Members 450,000 450,000
Net Position, Ending $ 11,075,216 $ 8,327,200

The Accompanying Notes To Financial Statements Are An Integral Part Of This Statement.

1



ATLANTIC AND CAPE MAY COUNTIES

ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED JUNE 30, 2018 AND 2017

Cash Flows From Operating Activities:
Receipts From Regular Contributions $
Receipts From QOther Income
Paymenis For Claim Payments
Payments For Insurance Premiums
Payments To Professionals And Suppliers

Exhibit A-3

Net Cash Flows Provided By Operating Activities

Cash Flows From Investing Activities:
Redemption Of investments
Purchase Of [nvestments
Investment income

Net Cash Flows Provided By (Used In) Investing Activities

Cash Flows Used In Noncapital Financing Activities:
Distributions To Members :

Net Increase (Decrease) In Cash And Cash Equivalents

v v

Cash And Cash Equix}aients, Beginning

Cash And Cash Equivalents, Ending 3

Recongciliation Of Operating Income To

Cash Flows From Operating Activities;

Operating Income $

Adjustments To Reconcile Operating Income

To Net Cash Provided By Operating Activities:

Excess Insurance Receivable
Accrued Expenses
Bue To SPELL
Claims Reserves

Net Cash Flows Provided By Operating Activities 3

Supplemental Disclosure - Non-Cash Activity:
Unrealized Gain {Loss) On Investments Included In
Investment Income $

2018 2017
10,654,306 $ 10,525,978
209 -
(4,918,550) (4,952, 184)
(2,675,418) (2,644,808)
(1,406,662) (1,369,942)
1,653,885 1,559,043
4,000,000 1,500,000
(2,498,750) (8,495,550)
169,722 98,331
1,670,972 (6,897,219)
{272.077) (269,114)
3,052,780 (5,607,290)
5,504 877 11,202,167
8,647,657 $ 5504877
3,015,331 $ 1128512
(630,938) {629,940)
633,652 {111,602)
- (23,311
{1,364,160) 1,197,384
1,653,885 $ 1,559,043
(24,975) $ {40,595)

The Accompanying Notes To Financial Statements Are An integral Part Of This Statement.
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ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS
JOINT INSURANCE FUND

REQUIRED SUPPLEMENTARY INFORMATION

24
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance related to
the financial statements that are required to be reported in accordance with Government Auditing Standards and in
compliance with audit requirements as prescribed by the Department of Banking and Insurance and the Division
of Local Government Setvices, Department of Community Affairs, State of New Jersey.

SCHEDULE OF FINANCIAL STATEMENT FINDINGS

None

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AS PREPARED BY MANAGEMENT

This section identifies the status of prior year audit findings related to the financial statements that are required to
be reported in accordance with Government Auditing Standards.

There were no findings in the prior year.
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