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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Gloucester, Cumberland, Salem

School Districts 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 Gloucester, Cumberland, Salem School Districts
Joint Insurance Fund (the "Fund") as of and for the fiscal years ended June 30, 2021 and 2020, 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 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 appropriafeness 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
Gloucester, Cumberland, Salem
School Districts 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, 2021 and 2020 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

Accouniing 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 undetlying 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
Gloucester, Cumberland, Salem
School Districts Joint Insurance Fund

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 2, 2022 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 compliarce 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’W ,167 LLP

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
March 2, 2022
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CERTIF{ED PUBLIC ACCOUNTANTS & CONSULTANTS

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
Gloucester, Cumnberland, Salem

School Districts 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 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, the financial statements of the Gloucester, Cumberland, Salemn School
Districts Joint Insurance Fund (the “Fund™), as of June 30, 2021 and for the fiscal year then ended, and the related
notes to the financial statements, which collectively comprise the Fund’s basic financial statements, and have
issued our report thereon dated March 2, 2022

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 audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinion 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 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
Gloucester, Cumberland, Salem
School Districts Joint Insurance Fund

Complignce 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 financial statements,
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 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 Govermnent 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 Submitied,

7W f6’7 LLP

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
March 2, 2022




Gloucester, Camberland, Salem School Districts
Joint Insurance Fund

Management’s Discussion and Analysis - Unaudited

This section of the annual financial report of the Gloucester, Cumberland, Salem School Districts Joint Insurance
Fund (the “Fund”) presents a discussion and analysis of the financial performance of the Fund for the fiscal years
ended June 30, 2021, 2020, and 2019. 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
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 comparative 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, 2021, 2020, and 2019.

Net Position Summary

2020 to 2021 Change

6/30/2021 6/30/2020 6/30/2019 Amount Percentage

Assets

Cash And Cash Equivalents $ 13,536,498 $10,642,359 $ 9,491,285 $ 2,894,139 27.2%

Tnvestments - 2,000,000 2,000,000 (2,000,000  -100.0%

Other Assets 963,598 1,507,203 1,121,970 (543,605) -36.1%
Total Assets 14,500,096 14,149,562 12,613,255 350,534 2.5%
Liabilities And Reserves & Net Position
Liabilities And Reserves

I.oss Reserves 6,801,781 7,683,516 6,816,506 (881,735) -11.5%

Other Liabilities 1,237,118 1,298,640 1,239,082 {61,522) -4.77%

Total Liabilities And Reserves 8,038,899 8,982,156 8,055,588 (943,257) -10.5%
Net Position - Unrestricted $ 6,461,197 8§ 5,167,406  $§ 4,557,667 § 1,293,791 25.0%
Statement of Revenues, Expenses, and Changes In Net Position Summary 2020 to 2021 Change

6/30/2021 6/30/2020 6/30/2019 Amount Percentage

Operating Revenue
Regular Contributions & Other Income $ 5,556,695 $ 7,239,633 $ 7,127,083  $(1,682,938) -23.2%
Operating Expenses

Provision For Claims and Claims 1,730,264 3,540,631 3,592,726 {1,810,367) -51.1%

Adjustement Expenses

Insurance Premiums 1,701,025 2,277,873 2,096,133 (576,848) ~25.3%
Change In Provisions For SPELL

Agpregate Excess nsurance (74,495) 16,828 93,015 (91,323) -542.7%

Professional & Contractual Services 915,951 948,714 911,737 (32,763} ~3.5%
Total Operating Expenses 4,272,745 6,784,046 6,693,611 (2,511,36D) ~37.0%
Operating Income 1,283,950 455,587 433,472 828,363 181.8%
Investment Income 109,841 254,152 267,502 {144,311) -56.8%
Distributions To Members {100,000} {100,000) {100,000) - 0.0%
Change In Net Position $ 1,293,791 $ 609,739 $ 600,974 $ 684,052 112.2%




Financial Highlights Continued

During the fiscal vear, the Fund continued its long-term success in controlling administrative and operating costs,
The Fund’s overall Budget for the 2020-2021 Fund Year was a 1.70% increase over the 2019-2020 fund year prior
to the removal of Washington Township Board of Education. The loss funding decrease of 1.66% coupled with the
Student Accident Premium decrease of 16.97% helped temper the School Pool For Excess Limited Liability JIF’s
increase of 10.68% and operating expense increase of 2.50%. The decrease in Student Accident is a result of a
District removing Student Accident coverage from the JIF.

The Fund reported a deficit in the 2020-2021 and 2017-2018 fund years. The deficit was caused by current ultimate
loss projections costs exceeding actuarial expectations. The ultimate liability to the applicable fund vears were
capped because of aggregate excess liability insurance protection.

The Fund authorized a $100,000 surplus return to its members during the 2020-2021 fund year. The Fund is taking
a prudent approach toward surplus distribution.

Economic Conditions

The decrease in Investment Income is the result of a two COD coming to maturity and not being reinvested coupled
with the decrease of interest resulting from COVID. The Fund regularly monitors investment maturities in
reference to liabilities and market conditions. Overall, market conditions appeat to be improving.

Reinsurance costs globally have continued to develop in a hard marketpiace. Global property markets continue to
experience significant rate pressure because of catastrophic hurricane, fire, flood and hail Toss events averaging
between $30 to $60+ billion annually from in 2017-2020. The global liability market continues to harden
dramatically as rates skyrocket and capacity decreases. The liability market pressures are the result of various high
dollar verdicts that are becoming more frequent across coverage lines, specifically in the area of sexual abuse and
molestation. In the State of NJ, coverage for such losses has become materially restrictive and more difficult to
secure due to the reviver law that provides broad expansion of the applicable statute of limitations with regard to
reporting. Cyber Liability losses worldwide are driving material increases in premiums and the trend is expected to
continue with dramatic premium increases and coverage restrictions. Workers® compensation costs remain
relatively stable, but continue to be influenced by medical inflation and increased indemnity awards. The on-going
COVID-19 pandemic and the potential far-reaching impact economically is still unfolding and difficult to measure
at this time. Generally, extended petiods of economic stability are accompanied by corresponding stability in
overall workers’ compensation loss experience. Employment practice exposures are always a material concern and
exposutes continue to grow because of the development and expansion of laws in this area. The Fund monitors
these economic 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 Gloucester, Cumberland, Salem School Districts 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
Gloucester, Cumberland, Salem School Districts Joint Insurance Fund office located at 6000 Sagemore Drive, Suite
6203, Marlton, New Jersey 08053 or by phone at (856) 446-9132,




Exhibit A-1

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS JOINT INSURANCE FUND
COMPARATIVE STATEMENTS OF NET POSITION
AS OF JUNE 30, 2021 AND 2020

2021 2020
ASSETS
Cash And Cash Equivalents $ 13,536,498 $ 10,642,359
Investments - 2,000,000
Accrued Interest Receivable - 1,041
Regular Contributions Receivable 25,044 -
Specific Excess Insurance Receivable 15,915 587,045
Aggregate Excess Insurance Receivable 922,639 919,117
Total Assets 14,500,096 14,149,562
LIABILITIES AND RESERVES
Liabilities:
Accrued Administrative Expenses 31.601 24,699
Provision For SPELL Aggregate Excess insurance 813,822 - 888,417
Authorized Return Of Surplus 374,113 370,124
Accrued Interest On Authorized Return Of Surplus 17,482 15,400
Total Liabilities 1,237,118 1,298,640
Claims Reserves:
Case Reserves 7,212,315 6,439,203
IBNR Reserves 1,880,368 2,853,168
9,092,683 9,292,371
Provision For Excess Insurance Recoverable:
Specific Recoverable {1,916,173) (1,370,381)
Aggregate Recoverable (374,729) (238,494)
Net Claims Reserves 6,801,781 7,683,516
Total Liabilities And Reserves 8,038,899 8,082,156
NET POSITION
Unrestricted $ 6,461,197 $ 5,167,406

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

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS JOINT INSURANCE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES N NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2021 AND 2020

2021 2020
Operating Revenue:
Regular Contributions $ 5,556,605 $ 7,239,833
Operating Expenses:
Provision For Claims And Claims Adjustment Expenses 1,730,264 3,540,631
Insurance Premiums:
Excess Insurance 1,701,025 2,277,873
Change In Provisions For SPELL
Aggregate Excess Insurance (74,495) 16,828
Adminisirative Expenses:
Actuary - Risk Consulting Services 18,160 17,804
Auditor - Bowman & Company LLP 18,000 17,050
Claims Administration - Qual-Lynx, Inc. 170,753 184,978
Fund Administrator - Risk Program Administrators 364,476 392,880
Attorney - Louis J. Greco, Esquire 58,500 56,955
Miscellaneous - Various 990 11,343
Fidelity Bond - Connor, Strong & Buckelew 1,101 1,086
Postage/Copies/Faxes - Various 148 238
Recording Secretary - Sharon Wilson 1,250 1,000
Right to Know Training - Risk Assessment Services, Inc. 975 3,075
Risk Management Consulting - Various 129,974 125,694
State of Fund & Annual Dinner - Various 739 8,667
Safety Consultant - Risk Assessment Services, Inc. 45 255 45,255
Safety Contingency - Various - 3,179
Safety Incentive Program - Various 83,175 58,500
Safety Training - Risk Assessment Services, Inc. 11,055 11,000
Treasurer - Verrill & Verrill, LLC 10,400 10,200
Total Operating Expenses 4,272,745 6,784,045
Operating Income 1,283,950 455,687
Non-Operating Revenue:
tnvestment Income ’ 109,841 254,162
Change In Net Position ' 1,393,791 708,739
Net Position, Beginning 5,167 406 4 557 667
6,561,197 5,267,406
Distributions To Members 100,000 100,000
Net Position, Ending $ 6,461,197 $ 5,167,406

The Accompanying Notes To Financial Statements Are An Integral Part Of This Statement.
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Exhibit A-3

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS JOINT INSURANCE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED JUNE 30. 2021 AND 2020

Cash Flows From Operating Activities:
Receipts From Regular Contributions
FPayments 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 Investmenis
Purchase Of Investments
Investment Income

Net Cash Flows Provided By Investing Activities:

Cash Flows From Noncapital Financing Activities:
Distributions To Members
Accrued interest On Surplus Distributions

Net Cash Flows Used In Noncapital Financing Activities
Net Increase In Cash And Cash Equivalents
Cash And Cash Equivalents, Beginning

Cash And Cash Equivalents, Ending

Reconciliation Of Operating Income To
Cash Flows From Operating Activities:
Operating Income
Adjustments To Reconcile Operating Income
To Net Cash Provided By Operating Activities:
Changes In Assets And Liabilities:
Excess Insurance Receivable
Reguiar Contributions Receivable
Accrued Expenses
Claims Reserves

Net Cash Flows Provided By Operating Activities

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

021 2020
$ 5,531,651 $ 7,239,633
(2,044,391) (3,059,087)
(1,701,025) (2,277,873)
(909,049) (946,696)
877,186 955,977
2,000,000 1,000,000
- (1,000,000)
110,882 254,385
2,110,882 254,385
(96,011) (62,782)
2,082 3,494
(93,929) (59,288)
2,894,139 1,151,074
10,642,359 9,491,285
$ 13,536,498 $10,642,359
$ 1,283,950 $ 455587
567,608 (385,466)
(25,044) .
(67,593) 18,846
(881,735) 867,010
$ 877,186 $ 955977




Note 1:

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND DESCRIPTION OF THE FUND

The Gloucester, Cumberland, Salem School Districts Joint Insurance Fund (the “Fund”) was formed on
July 1, 1998, in accordance with P.L. 1983, C.108, entitled "An Act Concerning Board of Education
Insurance”, under the provisions of N.J.S.A. 18A:18B1-10. The Fund is operated in accordance with
regulations of the Departmeni 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 majority 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
periods at a time.

During the fiscal year ended June 30, 2021, members of the Fund included the following boards of
education: Deptford Township, East Greenwich Township, Elk Township, Fairfield Township,
Gateway Regional, Greenwich Township, Monroe Township, National Park Borough, Oldmans
Township, Penns Grove-Carneys Point Regional, Pennsauken Township, Pennsville Township, Salem
County Special Services School, Salem County Vocational Technical School, South Harrison
Township, Upper Deerfield Township, Wenonah Borough, Westville Borough, Woodbury Heights
Borough and Woodstown—Pilesgrove Regional School

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

Automaobile Liability

Workers' Compensation

School Board 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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GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTYES TO FINANCIAL STATEMENTS

Note2: 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. 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 abifity 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),
financjal 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:

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Basis of Accounting (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 Equivalents 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 comparative 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 governmental 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, govermment 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 Stafe statutes permit investments in obligations issued by
local authorities and other state agencies.

N.LS.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 lieu 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:

GLOUCESTER, CUMBERLAND, SALEM SCHOOL, DISTRICTS
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 to 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.

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.

Annpual Contributions

Annual coniributions, 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 Board of 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.

Unpaid Claims Liabilities

The Fund establishes claims liabilities based on estimates of the ultimate cost of claims (including
firture claim adjustment expenses) that have been reported but not seitled, 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 liabilities 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:

GLOUCESTER, CUMBEREAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTES TO FINANCTAL 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, a reserve is calculated by the Fund's
actuary, The Actuarial Advaniage, Inc.

Case and IBNR Reserve loss calculations represent the estimated liability on expected future
development on claims already reported to the Fund plus claims incurred but not yet 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, 2021.

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 above are
adequate. The estimates are reviewed periodically and as adjustments to these liabilities become
necessaty, such adjustments are reflected in current operations.

Specific/Agpregate 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 ifs
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
concentrations 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 during the fiscal years ended June 30, 2021 and 2020 amounted to
$213,617 and $449,824, respectively.
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GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Fund Transfers
Al fund transfers are recognized at the time actual transfers take place.

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
membets 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 year that has been completed for at least twenty-
four months. The intrafund transfer 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.

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 Surpins/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 no 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.J.A.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 coniribution to all contributions) to the fund for such vear. 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:

Note 3:

GLOUCESTER, CUMBEREAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'I))

Administrative 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 contract amount has been accrued.

Income Taxes

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

Net Position

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 Iocal
‘Governmenis”, 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 allocated for specific purposes by the Board.

Operating and Non-Operating Revenues and Expenses

Operating revenues include all revenues derived from member contributions. Non-operating revenues
principally consist of interest income earned on various interest-bearing accounts and on investments in
certificates of deposits.

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.

CASH AND CASH EQUIVALENTS

Custoedial 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 depository 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.
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Note 3:

Note 4:

GLOUCESTER, CUMBEREAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND

NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS (CONT’D)

Custodial Credit Risk (Cont’d)

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 $13,569,743 as of June 30, 2021, $750,000 was insured while
$12,819,743 was collateralized under GUDPA.

Of the Fund’s bank balance of $10,670,900 as of June 30, 2020, $500,000 was insured while
$10,170,900 was collateralized under GUDPA.

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 agent but not in the Fund’s name. All of the Fund’s investments in
Certificates of Deposit totaling $0 and $2,000,000 as of June 30, 2021 and 2020, 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 i3 the risk that changes in interest rates will 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,

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.
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Note 4:

Note 5;

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND

NOTES TO FINANCIAL STATEMENTS

INVESTMENTS (CONT'D)

Cencentration of Credit Risk

The Fund does not place a limit on the amount that may be invested in any one issuer. All of the Fund’s
investments are in certificates of deposit.

As of June 30, 2021 and 2020, the Fund had the following investments and maturities:

Interest Credit Market Value
Investment Rate Maturities Rating 021 2020
Certificate Of Deposit 3.000% 07/29/20 N/A $ - $ 1,000,000
Certificate Of Deposit 2.500% 10/16/20 N/A - 1,000,000
Total Investments $ - $ 2,000,000

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 prices 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, 2021 and 2020

Certificates of Deposit of $0 and $2,000,000 are valued using quoted market prices for identical assets
(Level 1 inputs),

GROUP PURCHASE ACCOUNT

The Fund offers additional coverage 1o its members for Boiler and Machinery Liability, Pollution Legal
Liability and Student Accident Liability. The assessments and premium expense for these covetages are
treated as pass-through items in the Group Purchase Account.

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, 2021 and 2020, represents the aggregate claim reserves in excess of the
Fund's self-insured retention limits under the excess insurance contracts.
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Note 6:

Note 7:

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

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, 2021 and 2020, represents the aggregate claim reserves in excess of
the Fund's self-insured retention limits under the excess insurance contracts.

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 refated allocated claim adjustment expenses.

The following represents changes in those aggregate undiscounted reported and unreported liabilities
for the fiscal years ended June 30, 2021 and 2020 and for all open Fund years net of excess insurance
recoveries:

2021 2020
Total Unpaid Claim And Claim
Adjustment Expenges - Beginning $ 7,683,516 $ 6,816,506
Incurred Claims And Claims Adjustment Expenses:
Provision For Insured Events Of Current Fund Year 3,183,300 3,836,691
Changes In Provision For Insured Events Of
Prior Fund Years {1,453,036) (296,060)
Total Incurred Claims And Claims Adjustment
Expenses All Fund Years 1,730,264 3,540,631
Payments (Net Of Subrogation):
Claims And Claims Adjustment Expenses:
Attributable To Insured Fvents Of Current Fund Year 775,112 735,106
Attributable To Insured Events Of Prior Fund Years 1,836,887 1,638,515
Total Payments All Fund Years 2,611,999 2,673,621
Total Unpaid Claim And Claim
Adjustment Expenses - Ending $ 6,801,781 $ 7,683,516
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GLOUCESTER, CCMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND

NOTES TO FINANCIAL STATEMENTS

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

Note 9:

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.

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 by the State of New Jersey
Department of Banking and Insurance,

The SPELL has recorded loss reserves resulting in deficits of $3,577,605 and $3,579,818 in its
combined foss funds for all years as of June 30, 2021 and 2020, respectively. Accordingly, the Fund has
recorded liabilities for accrued insurance in the combined amount of $813,922 and $888,417 as of June
30, 2021 and 2020, 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
2021 2020
Fund Year

2002 $ 44,181 $ 47,716
2003 38,488 42,067
2005 71,770 71,770
2006 . 111,972 111,979
2008 5,248 5,248
2009 210,306 212,015
2010 7,713 8,047
2011 324,182 389,575
2017 62 -

$ 813,922 $ 888,417

RETURN OF SURPLUS

The Board of Trustees approved a surplus distribution in the amount of $100,000 for the fiscal
years ended June 30, 2021 and 2020, respectively, and were expensed to the 2017 fund year.
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Note 18:

Note 11:

GLOUCESTER, CUMBERLAND, SALEM SCHOOL DISTRICTS
JOINT INSURANCE FUND

NOTES TO FINANCIAL STATEMENTS

RIELATED 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, 2021 and 2020 were $1,701,025 and $2,277,873, respectively.

COVID-19 PANDEMIC

COVID-19 Pandemic - While there are many issues that are increasing claims cost for New Jersey
public entities, management is confident that the Fund and its affiliated Joint Insurance Funds/Counties
are in an exceptionally strong position because of decades of conservative financial practices.
Management continues to evaluate the impact of the COVID-19 pandemic on workers’ compensation
on the Fund.

Claims Activity - Workers’ compensation claims are also expected to increase because of recent
changes in the public employee pension plans that will reduce the plans’ contribution in total disability
claims. Fortunately, the Fund’s members are experiencing a lower rate of other employee accidents
because of imptoved safety programs. Liability claims are increasing because of the recent change in
the statute of limitations for sexual molestation lawsuits and the reluctance of the NI Court System to
grant summary judgements when Title 59 immunities should apply.
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GLOUCESTER, CUMBERLAND, SALEM
SCHOOL DISTRICTS JOINT INSURANCE FUND

REQUIRED SUPPLEMENTARY INFORMATION
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2621
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

This section identifies the significant deficiencies, material weaknesses, fraud, noncompliance with provisions of
laws, regulations and contracts 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 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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