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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Atlantic and Cape May Counties Association
of School Business Officials Joint Insurance Fund
P.O. Box 449
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, 2019
and 2018, 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 andits contained in Government Auditing Standards, issued by the Comptrolier 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 about 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 audit

opinion,
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Board of Trustees
Atlantic and Cape May Counties Association
of School Business Offictals 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, 2019 and 2018 and the changes in its financial position and its cash
flows for the fiscal years then ended, in conformity with accounting principles generally accepted in the United
States of America.

Other Matters
Required 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 supplementary 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 fo 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 March 18, 2020 on
our consideration of the Fund’s internal conirol 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 confrol 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 LLF

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
March 18, 2020
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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.O. Box 449
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 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, 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, 2019, and the related notes to the financial statements, which collectively comprise the Fund’s
basic financial staterents, and have issued our report thereon dated March 18, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Fund's internal control over financial reporting (internal
control) to determine the andit 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 infernal
control, such that there is a reasonable possibility that a material misstatement of the Fund’s financial statements
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 internal control that might be
significant deficiencies or material weaknesses. Given these limitations, during our audit we did not identify any
deficiencies in internal control 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 Matters

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 andit 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 solely 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 purpose.

Respectfully Submitted,

7:%.- /(7,7 LLFP

Bowman & Company LLP
Certified Public Accountants
& Consultanis

Voorhees, New Jersey
March 18, 2020



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, 2019, 2018 and 2017. 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 labilities and
reserves.

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, 2019, 2018 and 2017.

Net Position Summary

2018 to 2019 Change

6/30/2019 6/30/2018 6/30/2017 Amount Percentage

Assets

Cash & Cash Equivalents $19,859,455  § 8,647,657  § 5,594.877  $11,211,798 129.7%

Investments 2,500,075 10,969,325 12,453,980 (8,4609,230) -77.2%

Other Assets 3,855,333 4,519,263 3,891,957 (663,930) -14.7%
Total Assets 26,214,863 24,136,245 21,940,814 2,078,618 8.6%
Liabilities And Reserves & Net Position
Liabilities And Reserves

Loss Reserves 12,915,044 10,437,771 11,801,931 2,477,273 23.7%

Other Liabilities 2,201,526 2,623,258 1,811,683 {421,732) -16.1%

Total Liabilities And Reserves 15,116,570 13,061,029 13,613,614 2,055,541 15.7%
Net Position - Unrestricted $11,098,293  $11,075,216  § 8327200 & 23,077 0.2%
Statement of Revenues, Expenses, and Changes In Net Position Summary 2018 to 2019 Change

6/30/2019 6/30/2018 6/30/2017 Amount Percentase

Operating Revenue

Regular Contributions & Other Income  $12,359,530  $10,654,515 . $10,525,978  § 1,705,015 16.0%
Operating Expenses

Provision For Claims and Claims

Adjustement Expenses 7,950,009 2,923,452 5,496,317 5,026,557 171.9%

Insurance Premiums 3,230,989 2,675,418 2,644,809 555,571 20.8%
Change In Provisions For SPELL

Apgrepate Excess Insurance (634,214) 633,902 (121,929) (1,268,116) -200.0%

Professional & Contractual Services 1,633,113 1,406,412 1,380,269 226,701 16.1%
Total Operating Expenses 12,179,897 7,639,184 9,399,466 4,540,713 59.4%
Operating Income 179,633 3,015,331 1,126,512 (2,835,698) -94.0%
Investment Income 418,443 182,685 61,039 235,758 129.1%
Distributions To Members {574,999) {450,000) (450,000) 124,999 27.8%
Change In Net Position $ 23,077  $2,748016 § 737,551  $(2,724,939) -99,2%




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 2018-2019 Fund Year was a 1.78% increase over the 2017-2018 fund year prior
to the addition of Galloway Township Public Schools, Hammonton Board of Education, Longport Board of
Education, Mullica Township Board of Education, and Washington Township School District. The loss funding
decrease of 0.62% coupled with the Student Accident Premium reduction of $6,309 (6.9%) helped temper the
School Pool Excess Limited Liability JIF’s increase of 8.31% ($214,658) and operating expense increase of 1.55%
($20,685).

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

The Fund authorized a $575,000 surplus return to its members during the 2018-2019 fund year. The Fund is taking
a prudent approach toward surplus distribution.

Economic Conditions

The increase in Investment Income is a result of a realized gain as investments coming to maturity. The Fund
regularly monitors investment maturities in reference to Habilities 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 because 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 because of the development and expansion of laws in this area. The Fund
monitors these economic conditions and contimies 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, 2019 AND 2018

Exhibit A-1

2019 2018
ASSETS
Cash And Cash Equivalents $ 19,859,455 $ B8,847.8657
Investments 2,500,075 10,968,325
Accrued Interest Receivable 803 22,413
Specific Excess insurance Receivable 236,836 1,099,528
Aggregate Excess Insurance Receivable 3,617,584 3,397,321
Total Assets 26,214,863 24,136,245
LIABILITIES AND RESERVES
Liabilities:
Accrued Administrative Expenses 205,079 194,598
Provision For SPELL Aggregate Excess Insurance 803,190 1,437,404
Authorized Return Of Surplus 1,136,612 948,440
Accrued interest On Authorized Retum Of Surplus 56,645 42 816
Total Liabilities 2,201,526 2,623,258
Claims Reserves:
Case Reserves 14,993,344 11,378,855
IBNR Reserves 5,215,439 3,135,659
17,208,783 14,514,514
Provision For Excess Insurance Recoverable:
Specific Recoverable (3,884,655) {3,508,122)
Aggregate Recoverable {409,084) {568,821)
Net Claims Reserves 12,915,044 10,437,771
Total Liabilities And Reserves 15,116,570 13,061,029
NET POSITION
Unrestricted $ 11,098,203 $ 11,075,218

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

ATEANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2019 AND 2018

2019 2018
Operating Revenue:

Regular Contributions $ 12,359,530 $ 10,654,306

Other income - 209

Total Operating Revenue 12,359,530 10,654,515
Operating Expenses:

Provision For Claims And Claims Adjustment Expenses 7,950,009 2,923,452

Insurance Premiums:

Excess Insurance 3,230,989 2,675,418
Change In Provisions For SPELL
Aggregate Excess Insurance (634,214) 633,902
Administrative Expenses:
Actuary - The Actuarial Advantage 24,313 23,836
Attorney - Louis J. Greco, Esa, 105,000 102,330
Auditor - Bowman & Company LLP 19,950 19,950
Claims Administration - Qual-Lynx, Inc. 247,458 226,458
Fidelity Bond - Connor, Strong & Buckelew 1,056 914
Fund Administrator - Arthur J. Gallagher Risk Management Services, Inc. 749,220 642,670
Mesetings And Seminars Expense - Various 715 784
Misceillaneous - Various 13,388 11,818
Planning Retreat - 3,208
Postage/Copies/Faxes - Various 536 925
Recording Secretary - Sharon Wilson/Annette Reap 1,125 1,125
Risk Management Consultants - Various 266,085 178,431
Right To Know - Risk Assessment Services, Inc. 5625 3,300
Safety Consultant - Risk Assessment Services, Inc. 80,454 85,984
Safety Incentive Program - Various 63,069 57,069
Safety Training - Risk Assessment Services, Inc. 21,120 25,095
State Of The Fund Dinner 10,139 9,074
Treasurer - Kelly Batz 13,860 13,440

Total Operating Expenses 12,179,897 7,639,184
Operating Income 179,633 3,015,331
Non-Operating Revenue:

Investment Income 418,443 182,685
Change In Net Position 598,076 3,198,016
Net Position, Beginning 11,075,216 8,327,200

11,673,292 11,625,218
Bistributions To Members 574,999 450,000
Net Position, Ending $ 11,098,293 $ 11,075,216

The Accompanying Notes To Financial Statements Are An Integral Part Of This Statement.
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ATLANTIC AND CAPE MAY COUNTIES

ASSQOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED JUNE 30, 2019 AND 2018

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

Net Cash Flows Provided By Operating Activities

Cash Flows From Investing Activities:
Redemption Of Investments
Purchase Of Investments
Investment income

Net Cash Flows Provided By Investing Activities

Cash Flows Used In Noncapital Financing Activities:
Bistributions To Members

Net Increase In Cash And Cash Equivalents
Cash And Cash Equivalents, Beginning

Cash And Cash Eguivalents, Ending

Reconciliation Of Operating Income To

Cash Flows From Operating Activities:

Operating Income

Adjustments To Reconcile Operating Income

To Net Cash Provided By Operating Acfivities:

Excess Insurance Receivable
Accrued Expenses
Claims Reserves

Net Cash Flows Provided By Operating Activities

Supplemental Disclosure - Non-Cash Activity:
Unrealized Gain (Loss) On Investments Included [n
Investment Income

Exhibit A-3

201 2018

$ 12,359,530  $ 10,654,306
- 209
(4,830,316) (4,918,550)
(3,230,989) (2,675,418)
(1,622,632) (1,406,662)
2,675,593 1,653,885
8,500,000 4,000,000

- (2,498,750}

409,203 169,722
8,909,203 1,670,972
(386,827) (272,077)
11,211,798 3,052,780
8,647,657 5,594,877

$ 19859455 $ 8,647,657
$ 179,633  $ 3,015,331
642,420 (630,938)
(623,733) 633,652
2,477,273 (1,364,160)

$ 2675593 $ 1,653,885
$ 1325  § (24,975)

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



Note 1:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND DESCRIPTION OF THE FUND

The Atlantic and Cape May Counties Association of School Business Officials Joint Insurance Fund
(the “Fund”) was formed on July 1, 1991, in accordance with P.L. 1983, C.108, entitled "An Act
Concerning Board of Education Insurance”, and supplementing Chapter 18B of Title 18A of the New
Jersey Statutes. The initial participating Boards of Education established the Fund for the purpose of
securing significant savings in insurance cost as well as providing stability in coverage. The Fund is
operated in accordance with regulations of the Department of Banking and Insurance and the Division
of Local Government Services, Department of Community Affairs, State of New Jersey.

The Board of Trustees of the Fund may approve the membership of any New Jersey School District by
a majority vote or may terminate any member by a two-thirds vote, after proper notice has been given.
Approval of participation is granted for a minimum of one plan period and a maximum of three plan
petiods at a time.

During the fiscal year ended June 30, 2019, members of the Fund included the following School
Districts: Brigantine City, Galloway Township, Egg Harbor City, Egg Harbor Township, Estell Manor
City, Folsom Borough, Greater Egg Harbor Regional High School, Hamilton Township, Hammonton
Township, Jackson Township, Linwood City, Longport Borough, Lower Township, Lower Cape May
Regional High School, Mainland Regional High School, Middle Township, Mullica Township,
Northfield City, North Wildwood City, Pitman Borough, Somers Point Borough, Upper Township,
‘Washington Township and Weymouth Township.

All members' contributions to the Fund, including a reserve for contingencies, are based on actuarial
assumptions determined by the Fund's actuary. The Commissioner of Banking and Insurance may order
additional assessments to supplement the Fund's claim, loss retention or administrative accounts to
assure the payment of the Fund's obligations.

The Fund offers the following coverages to its members:

Property (including Crime and Auto Physical Damage)
General Liability

Automobile Liability

Workers Compensation

Educators Legal Liability

Boiler and Machinery (Group Purchase)
Pollution Legal Liability (Group Purchase)
Student Accident Insurance (Group Purchase)
Cyber Liability (Group Purchase)

Violent Malicious Acts (Group Purchase)
Disaster Management (Group Purchase)
Unmanned Aerial Systems (Group Purchase)
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Note 2:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the more significant policies followed by the Fund in the preparation of
the accompanying financial statements:

Component Unit

In evaluating how to define the Fund for financial reporting purposes, management has considered all
potential component units. The decision to include any potential component units in the financial
reporting entity was made by applying the criteria set forth in GASB Statements No. 14, The Financial
Reporting Entity, as amended by GASB Statement No. 39, Determining Whether Certain Organizations
are Component Units, and GASB Statement No. 61, The Financial Reporting Entity: Omnibus - an
amendment of GASB Statements No. 14 and No. 34 and GASB Statement No. 80, Blending
Requirements for Certain Component Units — an amendment of GASB Statement No. 14. Blended
component units, although legally separate entities, are in-substance part of the primary entity’s
operations. Each discretely presented component unit would be or is reported in a separate column in
the financial statements to emphasize that it is legally separate from the primary entity.

The basic-but not the only-criterion for including a potential component unit within the reporting entity
is the governing body’s ability to exercise oversight responsibility, The most significant manifestation
of this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the designation of
management, the ability to significantly influence operations, and accountability for fiscal matters. A
second criterion used in evaluating potential component units is the scope of public service.
Application of this criterion involves considering whether the activity benefits the primary entity.

A third criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the primary
entity is able to exercise oversight responsibilities. Finally, the nature and significance of a potential
component unit to the primary entity could warrant its inclusion within the reporting entity.

Based upon the application of these criteria, the Fund has no component units and is not includable in
any other reporting entity.

Basis of Presentation

The financial statements of the Fund have been prepared in accordance with accounting principles
generally accepted in the United States of America applicable to enterprise funds of State and Local
Governments on a going concern basis. The focus of enterprise funds is the measurement of economic
resources, that is, the determination of operating income, changes in net position (or cost recovery),
financial position and cash flows. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Enterprise funds are accounted for using the accrual basis of accounting.
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Note 2;

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICTIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Revenues - Exchange and Non-Exchange Transactions - Revenue resulting from exchange
transactions, in which each party gives and receives essentially equal value is recorded on the accrual
basis when the exchange takes place. Member Assessments are recognized as revenue at the time of
assessment.

Expenses - On the accrual basis of accounting, expenses are recognized at the time they are incurred.

Cash, Cash Equivalenis and Investments

Cash and cash equivalents include petty cash, change funds and cash in banks and all highly liquid
investments with a maturity of three months or less at the time of purchase and are stated at cost plus
accrued interest. Such is the definition of cash and cash equivalents used in the compatative statements
of cash flows, U.S. treasury and agency obligations and certificates of deposit with maturities of one
year or less when purchased are stated at cost. All other investments are stated at fair value.

New Jersey governmental units are required by N.J.S.A. 40A:5-14 to deposit public funds in a bank or
trust company having its place of business in the State of New Jersey and organized under the laws of
the United States or of the State of New Jersey or in the New Jersey Cash Management Fund. N.J.S.A.
40A:5-15.1 provides a list of investments, which may be purchased by New Jersey municipal units.
These permissible investments generally include bonds or other obligations of the United States of
America or obligations guaranteed by the United States of America, government money market mutual
funds, any obligation that a federal agency or a federal instrumentality has issued in accordance with an
act of Congress, bonds or other obligations of the local unit or bonds or other obligations of school
district of which the local unit is a part or within which the school district is located, bonds or other
obligations approved by the Division of Local Government Services in the Department of Community
Affairs for investment by local units, local government investment pools, deposits with the State of
New Jersey Cash Management Fund, and agreements for the purchase of fully collateralized securities
with certain provisions. In addition, other State statutes permit investments in obligations issued by
local authorities and other state agencies.

N.J.S.A, 17:9-41 et seq. establishes the requirements for the security of deposits of governmental units,
The statute requires that no governmental unit shall deposit public funds in a public depository unless
such funds are secured in accordance with the Governmental Unit Deposit Protection Act (“GUDPA”),
a multiple financial institutional collateral pool, which was enacted in 1970 to protect governmental
units from a loss of funds on deposit with a failed banking institution in New Jersey. Public depositories
include State or federally chartered banks, savings banks or associations located in or having a branch
office in the State of New Jersey, the deposits of which are federally insured. All public depositories
must pledge collateral, having a market value at least equal to five percent of the average daily balance
of collected public funds, to secure the deposits of governmental units. If a public depository fails, the
collateral it has pledged, plus the collateral of all other public depositories, is available to pay the
amount of their deposits to the governmental units.

Additionally, the Fund has adopted a cash management plan, which requires it to deposit public funds
in public depositories protected from loss under the provisions of the Act. In Heu of designating a
depository, the cash management plan may provide that the local unit make deposits with the State of
New Jersey Cash Management Fund.
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Note 2:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS QOFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Investments

The Fund generally records investments at fair value and records the unrealized gains and losses as part
of investment income. Fair value is the price that would be received to sell an investment in an orderly
transaction between market participants at the measurement date. The Fund categorizes its fair value
measurement within the fair value hierarchy established by generally accepted accounting principles.
The hierarchy is based on the valuation inputs used o measure the fair value of the asset. Level 1 inputs
are quoted prices in active markets for identical assets; Level 2 inputs are significant other observable
inputs; Level 3 inputs are significant unobservable inputs.

Annual Contributions

Annual contributions, as determined by the Fund's Board of Trustees, are due within 30 days of the due
date fixed by the Board of Trustees, but not later than February 1. Total contributions are recognized as
earned revenue evenly over the fiscal contract period or period of risk, if different.

Supplemental Contributions

The Fund Trustees shall by majority vote levy upon the participants additional assessments whenever
needed or so ordered by the Commissioner of Banking and Insurance to supplement the Fund's claim,
loss retention or administrative accounts, after consideration of anticipated investment income, to assure
the payment of the Fund's obligations. Supplemental contributions to cover a deficit are recognized as
revenue upon approval whether or not actually received.

Investment Income Allocation

Interest accruals and interest payments on cash instruments, net of investment management fees, and
unrealized gains and losses on the market value of investments are allocated every month based upon
each line of coverage share of opening cash and investment balances.

Unpaid Claims Liabilities

The Fund establishes claims liabilities based on estimates of the ultimate cost of claims (including
future claim adjustment expenses) that have been reported but not settled, and of claims that have been
incurred but not reported. The length of time for which such costs must be estimated varies depending
on the coverage involved. Because actual claims costs depend on such complex factors as inflation,
changes in doctrines of legal liability, and damage awards, the process used in computing claims
liabilities does not necessarily result in an exact amount, particularly for coverage’s such as general
liability, Claims Habilities are recomputed periodically using a variety of actuarial and statistical
techniques to produce current estimates that reflect recent settlements, claim frequency and other
economic and social factors. A provision for inflation in the calculation of estimated future claims
costs is implicit in the calculation because reliance is placed both on actual historical data that reflect
past inflation and on other factors that are considered to be appropriate modifiers of past experience.
Adjustments to claims liabilities are reflected in reserves and cumulative expenses in the periods being
reported upon.
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Note 2:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCTATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIATL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Unpaid Claims Liabilities (Cont’d)

A.  Reported Claims Case Reserves
Case reserves include estimated unpaid claims cost for both future payments of losses and related
allocated claim adjustment expenses as reported by the service agent, Qual-Lynx, Inc.

B.  Claims Incurred But Not Reported (IBNR) Reserve
In order to recognize claims incurred but not reported, the Fund’s actuary, The Actuarial
Advantage, Inc,

Case and IBNR Reserves represent the estimated liability on expected future development on claims
already reported to the Fund and claims incurred but not reported and unknown loss events that are
expected to become claims. The liabilities for claims and related adjustment expenses are evaluated
using Fund and industry data, case basis evaluations and other statistical analyses, and represent
estimates of the ultimate net cost of all losses incurred through June 30, 2019, These liabilities are
subject to variability between estimated ultimate losses determined as described and the actual
experience as it emerges, including the impact of future changes in claim severity, frequency, and other
factors.

Management believes that the liabilities for unpaid claims are adequate. The estimates are reviewed
periodically and as adjustments to these liabilities become necessary, such adjustments are reflected in
current operations.

Specific/Aggregate Excess Insurance

Specific Excess Insurance - The Fund records each claim at the estimated ultimate cost of settlement
even if the costs should exceed the Fund's specific claim self-insured retention level.

Aggregate Excess Insurance - The Fund seeks to limit its exposure to loss in the aggregate by ceding
reinsurance to excess carriers under excess coverage insurance contracts in the event that the
accumulation of dollars spent within the Fund's retention reaches a predetermined value or attachment
point,

Although the excess carrier is liable to the Fund for the amounts insured, the Fund remains liable to its
insured’s for the full amount of the policies written whether or not the excess carrier meets its
obligations to the Fund. Failure of the excess carrier to honor its obligations could result in losses to the
Fund. The Fund's Insurance Broker evaluates the financial condition of the excess carrier and monitors
concenirations of credit risk arising from similar geographic regions, activities, or economic
characteristics of the excess carrier to minimize the Fund's exposure to significant losses from excess
carrier insolvencies.

Losses ceded to excess carriers for the fiscal years ended June 30, 2019 and 2018 amounted to
$517,445 and $977,539 respectively.

Fund Transfers

All fund transfers are recognized at the time actual transfers take place.
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Note 2:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTELES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Fund Transfers (Cont’d)

Intrafund transfers may be conducted by the fund at any time, Intrafund transfers require prior approval
of the Department of Banking and Insurance and may be conducted only where each member
participates in every loss retention fund account during that fund year.

The Commissioner of the Department of Banking and Insurance shall waive the full participation
requirement provided the Fund demonstrates to the Department that it maintains records of each
members pro rata share of each claim or loss retention fund account, and that the transfer shall be made
so that any potential dividend shall not be reduced for a member that did not participate in the account
receiving the transfer.

Intrafund transfers require thirty days prior written notification to the Department of Banking and
Insurance. The Fund may seek approval from the Commissioner to make intrafund transfers at any
time from a claims or loss retention trust account from any fund year that has been completed for at
least twenty-four months, The intrafund transfer may be in any amount subject to the Hmitation that
after the transfer, the remaining net current surplus must equal or exceed the surplus retention
requirement outlined in N.J A.C, 11:15-4.21.

The membership for each fiscal year involving intrafund transfers must be identical between fiscal
years. The Commissioner of the Department of Banking and Insurance shall waive the identical
membership requirement provided the Fund demonstrates to the Department that it maintains records of
each members pro rata share of each claim or loss retention Fund account, and that the transfer shall be
made so that any potential dividend shall not be reduced for a member that did not participate in the
year receiving the transfer.

Subrogation

Subrogation and all other recoverable claim amounts, excluding excess insurance, are recognized upon
receipt of cash only.

Return of Surplus/Dividends

Refunds (dividends) are recognized upon authorization of the Fund's Trustees. Any moneys for a Fund
year in excess of the amount necessary to fund all obligations for that fiscal year may be declared to be
refundable by the Fund not less than twenty-four months after the end of the fiscal year. The initial and
any subsequent refund for any year from a Claim or Loss Retention Account may be in any amount
subject to the limitation that after the transfer, the remaining net current surplus must equal or exceed
the surplus retention requirement outlined in N.JLA.C. 11:15-4.21,

A full and final refund of net current surplus will not be allowed until all case reserves and all unpaid
claim reserves are closed. A refund for any fiscal year shall be paid only in proportion to the member’s
participation (percentage of contribution to all contributions) to the fund for such year. Payment of a
refund on a previous year shall not be contingent on the members’ continued membership in the fund
after that year.
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Note 2

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAT STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Valuation of Investments

Among the Fund's investment objectives are preservation of principal, diversification, and
maximization of interest yield. The Fund invests in various securitics with the intent of holding them
until maturity, Investments are reported at fair market value. Realized and unrealized gains and losses
from sales of investments are recognized as a component of investment income.

Adminigtrative Expenses

Administrative expenses are comprised mainly of compensation for services rendered by servicing
organizations and appointed officials pursuant to written fee guidelines submitted and approved by a
majority of the Delegates/Board of Trustees. In instances where invoices have not been submitted for
specific periods, the maximum allowable coniract amount has been accrued.

Income Taxes

The Fund is exempt from income taxes under Section 115 of the Internal Revenue Code.

Net Pogition

In accordance with the provisions of the Governmental Accounting Standards Board Statement 34,
“Basic Financial Statements and Management’s Discussion and Analysis for State and Local
Governments”, the Fund has classified its net position as unrestricted. This component of net position

consists of net positions that do not meet the definition of "restricted” or “net investment in capital
assets” and includes net position that may be atlocated for specific purposes by the Board.

Operating and Non-Operating Revenues and Expenses

Operating revenues include alf revenues derived from member contributions. Non-operating revenues
principally consist of interest income earned on various intetest-bearing accounts and on investments in
debt securities.

Operating expenses include expenses associated with the fund operations, including claims expense,
insurance and administrative expenses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results may differ from
those estimates,
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Note 3:

Note 4:

ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOIL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCTAL STATEMENTS

CAST AND CASH EQUIVALENTS

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the Fund’s deposits might not be
recovered. Although the Fund does not have a formal policy regarding custodial credit risk, N.J.S.A.,
17:9-41 et seq. requires that governmental units shall deposit public funds in public depositories
protected from loss under the provisions of the Governmental Unit Deposit Protection Act (GUDPA).
Under the Act, the first $250,000 of governmental deposits in each insured depositoty is protected by
the Federal Deposit Insurance Corporation (FDIC). Public funds owned by the Fund in excess of FDIC
insured amounts are protected by GUDPA. However, GUDPA does not protect intermingled trust
funds such as salary withholdings or funds that may pass to the Fund relative to the happening of a
future condition. If the Fund had any such funds, they would be shown as Uninsured and
Uncollateralized,

Of the Fund’s bank balance of $20,135,793 as of June 30, 2019, $500,000 was insured while
$19,635,793 was collateralized under GUDPA.

Of the Fund’s bank balance of $8,781,435 as of June 30, 2018, $250,000 was insured while $8,531,435
was collateralized under GUDPA.

New Jersey Cash Management Fund

During the fiscal year, the Fund participated in the New Jersey Cash Management Fund, The Cash
Management Fund is governed by regulations of the State Investment Council, who prescribe standards
designed to insure the quality of investments in order to minimize risk to the Funds participants.
Deposits with the New Jersey Cash Management Fund are not subject to custodial credit risk as defined
above. At June 30, 2019 and 2018, the Fund’s deposits with the New Jersey Cash Management Fund
were $2,479 and $2,425, respectively.

INVESTMENTS

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
Fund will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. Investment securities are exposed to custodial credit risk if the securities
are uninsured, are not registered in the name of the Fund, and are held by either the counterparty or the
counterparty’s trust department or the agent but not in the Fund’s name. All of the Fund’s investments
in Federal Home Loan Bank Notes (FHLB) and Federal Home Loan Mortgage Corporation Notes
(FHLMC) of $2,500,075 and $10,969,325 as of June 30, 2019 and 2018, respectively, were held by
either the counterparty or counterparty’s trust department or agent, but not in the Fund®s name.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates wiil adversely affect the fair value of an
investment, To limit risk, the Fund’s investment policy provides that no investment or deposit shall have
a maturity longer than five (5) years from date of purchase.
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Note 4:

Note 5:

ATLANTIC AND CAPE MAY COUNTILS
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCTAL STATEMENTS

INVESTMENTS (CONT’D)

Credit Risk

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its obligations.
N.J.S.A. 40A:5-15.1 limits the investments that the Fund may purchase such as Treasury securities in
order to limit the exposure of governmental units to credit risk. The Fund has no investment policy that
would further limit its investment choices.

Concentration of Credit Risk

The Fund does not place a limit on the amount that may be invested in any one issner. All of the
Fund’s investments are in Government Mortgage-Backed Debt Securities.

As of June 30, 2019 and 2018, the Fund had the following investments and maturities:

Interest Credit Market Value
Investment Rate Maturities Rating 2019 2018
FHLB 1.020% 11/21/18 AAA $ 1,991,700
FHLB 1.350% 03/20/19 AAA 1,490,250
FHLB 2.600% 06/26/20 AAA $ 2,500,075 2,498,875
FHLMC 1.050% 06/28/18 AAA 4,988,500

$ 2,500,075 $ 10,969,325

Fair Value Measurements of Investments

The Fund categorizes its fair value disclosures within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted process in active markets for identical assets; Level 2
inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs,

The Fund has the following recurring fair value measurements as of June 30, 2019 and 2018;
Government Mortgage-Backed Debt Securities of $2,500,075 and $10,969,325 are valued using quoted
market prices for identical assets (Level 1 inputs).

GROUP PURCHASE ACCOUNT

The Fund offers additional coverage to its members for Boiler and Machinery Liability, Pollution Legal

Liability and Student Accident Liability. The assessments and premium expense for these coverages
are treated as pass-through items in the Group Purchase Account.
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ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOQL, BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

Note 6: PROVISION FOR EXCESS INSURANCE RECOVERABLE

The provision for excess insurance recoverable is the estimated amount of claims recoverable under
the Fund's excess insurance contracts. This provision is subject to the variability between the estimated
ultimate net cost of claims incurred and the actual loss experience as claims develop.

The provision at June 30, 2019, represents the aggregate claim reserves in excess of the Fund's self-
insured retention limits under the excess insurance contracts.

Note 7: CHANGES IN UNPAID CLAIMS LIABILITIES

As discussed in Note 2, the Fund establishes a liability for both reported and unreported insured events,
which includes estimates of future payments of losses and related allocated claim adjustment expenses.
The following represents changes in those aggregate undiscounted reported and unreported liabilities
for the fiscal years ended June 30, 2019 and 2018 and for all open Fund years net of excess insurance

recoveries:
2019 2018

Total Unpaid Claims And Claim Adjustment

Expenses All Fund Years-Beginning $ 10,437,771 $ 11,801,931
Incurred Claims And Claim Adjustment Expenses

Provision For Insured Events Of Current Fund Year 7,353,845 4,724,645

Changes In Provision For Insured Events Of

Prior Fund Years 596,164 (1,801,193)
Total Incurred Claims And Claim Adjustment
Expenses All Fund Years 7,950,009 2,923 452

Payments (Net of Subrogation):

Claims And Claim Adjustment Expenses:

Attributable To Insured Events Of Current Fund Year 1,604,751 1,237,425

Attributable To Insured Events Of Prior Fund Years 3,867,985 3,050,187

Total Payments All Fund Years 5,472,736 4,287,612
Total Unpaid Claims And Claim Adjustment

Expenses All Fund Years - Ending $ 12,915,044 $ 10,437,771

Note 8: SCHOOL POOL FOR EXCESS LIABILITY LIMITS JOINT INSURANCE FUND

Effective July 1, 2001, the Fund joined the School Pool for Excess Liability Limits Joint Insurance
Fund (the “SPELL”). The SPELL is a joint insurance fund formed to provide excess coverage for
member school funds. Each member appoints two delegates to represent their respective joint
insurance fund for the purpose of creating a governing body from which the board of trustees of the
SPELL is elected.
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ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

Note 8: SCHOOL POOL FOR EXCESS LIABILITY LIMITS JOINT INSURANCE FUND (CONT*D)

The Fund could be subject to supplemental assessments in the event of deficiencies in the loss funds of
the SPELL. If the assets of the SPELL were to be exhausted, its members would become jointly and
severely liable for the SPELL’s Habilities.

The SPELL can declare and refund surplus to its members upon approval of the State of New Jersey
Department of Banking and Insurance.

The SPELL has recorded loss reserves resulting in deficits of $3,902,834 and $4,443,222 in its
combined loss funds for all years as of June 30, 2019 and 2018, respectively. Accordingly, the Fund
has recorded liabilities for accrued insurance in the combined amounts of $803,190 and $1,437,404 as
of June 30, 2019 and 2018, respectively, which represents the Fund’s respective share of the SPELL’s
deficit.

The liabilities have been expensed to the related Fund years as follows:
As of June 30th

2019 2018
Fund Year
2002 $ 101,969 $ 102,142
2003 72,711 74,760
2004 7,321 2,277
2008 528 509
2014 559,168 505,309
2017 6,034 -
2018 55,459 752,407

$ 803,190  $ 1,437,404

Note 3: RETURN OF SURPLUS

The Board of Trustees approved a surplus distribution in the amounts of $575,000 and $450,000 as of
June 30, 2019 and 2018, respectively. The surplus distribution has been expensed to the following
Fund years:

As of June 30th

2019 2018
Fund Year
2004 $ 50,000
2005 25,000
2014 $ 450,000
2015 500,000

¥ 575,000 $ 450,000
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ATLANTIC AND CAPE MAY COUNTIES
ASSOCIATION OF SCHOOL BUSINESS OFFICIALS JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

Note 10: RELATED PARTY TRANSACTIONS

As disclosed in Note 8, the Fund is a member of the School Pool for Excess Liability Limits Joint
Insurance Fund and accordingly has an ownership interest in the SPELL. Excess insurance premiums
paid to the SPELL as of June 30, 2019 and 2018 were $3,230,989 and $2,675,418, respectively.
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019



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 Services, 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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